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REVIEW OF EViDENCE. 

The following review covers only the evidence of the witnesses whose testimony is 
printed in the present volume, which has been taken since May,’ 1900 . This testi- 
mony should be read in connection with that of earlier witnesses which was published 
in the preceding report of the Industrial Commission on transportation questions, 
Volume IV. On many subjects the evidence in the former volume was much fuller 
than that in the present volume. It has been the aim in the selection of the witnesses 
whose testimony is herewith publi.shed to cover subjects which were less fully inves- 
tigated previously. A considerable amount of evidence bearing on transportation 
questions is also given in several other reports of the Industrial Commission. The 
subject of railway labor is exhaustively discussed in a special report printed in Volume 
XVII. The taxation of transportation companies is covered quite completely in the 
special report on the taxation of corporations, printed in Volume XL Alleged dis- 
criminations by the railroads in favor of industrial combinations are discuss^ more 
or less extensively in the testimony on trusts and combinations, Volume I and 
Volume XIII. In the agricultural testimony, Volume X, there are a number of 
important statements regarding the system of grain elevators and their relations to 
the railrjad companies. Other less extensive statements as to transportation ques- 
tions will l)e found, by reference to the digests and indexes, in nearly all of the 
volumes published by the commission. 

CONSOLIDATION OF RAILWAYS AND COMMUNITY OF INTEREST. 

Mr. Schiff, of the banking firm of Kuhn, Loeb & Co., Mr. Woodlock, of the Wall 
Street Journal, and several other witnesses* refer to the tendency recently mani- 
fested toward the establishment of great consolidated railroad systems and toward 
community of interest between railroads hitherto competing. These witnesses gen- 
erally assert that the prim^iry motive in forming these combinations has been to 
prevent excessive competition, and they attribute the movement more or less 
directly to the effect of the interstate-commerce law in prohibiting pooling and 
agreements, lind thus forcing the railroads to compete, often to the extent of cutting 
rates below the line of profit. The method by which community of interest is 
established is said to be largely by purchase of a certain proportion of the shares of 
one railroad by another railroad or by its largest owners, while consolidations are 
frequently brought about by lease or by outright purchase of one road by another. 

Mr. Schiff, in particular, thinks that the tendency toward community of interest 
does not necessarily indicate a further movement toward absolute combination of 
railroads and the absorption of the smaller companies into the larger ones. He says 
that it certainly does not indicate a tendency toward a general combination through- 
out the country; that, for example, the Eastern trunk lines have a territory naturally 
distinct from that of the transcontinental lines west of the Missouri, and that there 
apparently is no disposition on their part to secure control of the Western lines. This 
witness and others allude to the recent purchase by the Union Pacific Railroad of 
substantial control over the Southern Pacific. Mr. Stubbs, third vice-president of 
the Southern Pacific, explains that the motive for this movement is to make a con- 
tinuous line of the Union Pacific and Central Pacific, which latter road is owned by 

1 Woodlock, p. i62; Schiff, pp. 770, 771; Ripley, pp. 289,201,294; Greene, p. 478; Stubbs, pp. 757, 761 
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the Southern Pacific. Th^ movement toward a consolidation of the 

orado is also referred to, as well as the straggle of. the Umon Pacific and the Northern 

Pacific to secure control of the Burlington during the spring of 1901. 

Mr. Stubbs, Mr. Schlff, and several others,^ mostly representing railroad com- 
panies, but including some shippers and independent witnesses as well, are inclined 
to think that the consolidation of smaller railroads into great unified systems 
will prove generally beneficial to the public. It will, in their judgment, make 
possible important economies in operation, will facilitate the prompt handling of 
freight and passengers, and will tend to improve the physical character of the prop- 
erties. All these advantages, it is asserted, have already been observed as the result 
of consolidations recently effected. Many of these witnesses think, also, that the 
establishment of community of interest and harmonious relations between roads 
hitherto comi)eting is likewise advantageous to the general public. It does away 
with the extreme competition which has often led railroads to transact business at a 
loss—a practice which these witnesses believe can not be to the interest of the public— 
and especially it removes the temptation to make personal discriminations, which 
accompanies extreme competition and to some degree also the temptation to discrim- 
inate between localities. S(.‘veral witnesses declare that, in their opinion, it will not 
be possible for railroads, by combination, to establish excessive rates. There will 
always be the competition of sections of the country and of different countries with 
one another for the marketing of products, and the competition of water carriers still 
exerts a powerful effect. Public opinion is also a strong influence in controlling 
rates. A representative of a San Francisco board of trade is inclined to think that 
the establishment of through routes from ocean to ocean will prove advantageous to 
California by doing away with the motive of the railroads, as at present operated, to 
build up the cities of the Middle West at the expense of that State.* 

Two or three witnesses, however, notably Professors Ripley,® Adams,<and Parsons, 
think that the tendency toward railroad consolidation and community of interest, 
while perhaps in some senses advantageous is likely to result in increa.sed charges 
because of the absence of competition, and that, therefore^, additional control should 
be given to the Interstate Commerce Commission over railroad rates. Professor 
Parsons especially lay8 8tre.sH on the public danger of placing such power in the hands 
of a few individuals, and thinks, accordingly, that Government ownership is desirable.® 
One representative of the railroads thinks that there will ultimately be, and should 
be, several great systems in each section, working in some degree of harmony, but 
still competing. He thinks entire cessation of competition would be bad for the 
railroads, as well as the people.® 

POOLING. 

The subject of pooling appeared to be of less interest to railroad men and others in 
1901 than it was two or three years earlier, when the Industrial Commission first took 
testimony regarding it. The tendency toward community of interest is said by several 
witnesses to have made pooling less an obje(!t to be sought by the railroads. Two or 
three representatives of the railroads, however, think that the legalization of pooling, 
and especially of agreements as to rates, is still desirable,'' and two representatives of 
chambers of commerce, as well as the secretary of the Minnesota Railroad Commission, 
agree in this point, though they would favor proper regulation of rates if pooling were 
permitted. Professor Ripley also thinks that pooling and rate agreements might be 

1 Stubbs, pp. 767, 764; Greene, pp. 484-487; Thomas, p. 659; McLeod, p. 671; Bice, p. 742; Markham, 
p. 434; C. F. Adams, p. 829; Jackson, p. 847; McGovern, pp. 682, 683; Langley, p. 874. 

•Wheeler, p, 747. 6 Page 149. 

•Pages 281^289, 294. » McGovern, p. 682. 

•Pago 886. T Thomas, p. 668; Griswold, p. 515. 
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Imhleltt ardet U} makewitee mdre steady and tnofe free from discriminations, but 
that regulation by the Intewtate Oomtn^ Oomwiission would certainly be necessary 
if pooling were permitted.* 

It is stated by one witness, representing the Memphis Freight Bureau, that there is 
believed to be an arrangement among the railroarls at that point for the pooling of 
cotton business. The representative of the San Francisco Board of Trade thinks also 
that there is a “gentlemen’s agreement ” among transcontinental roads for the fixing 
of rates, which is very effective, although it is .so arranged as not to violate the inter- 
state-commerce act.'^ A representative of the Southern Pacific Company says also 
that the transcontinental railroads nold conferences as to rates, while Mr. McGovern, 
of the Southern Classification Committee, says that the rates in the South are made 
chiefly by agieement among the railroads in the several traffic a8.sociation8, although 
no road is bound to abide by the rates establisheci.* 

CAPITALIZATION AND REORGANIZATION OF RAILROADS. 

Professor Ripley and Professor Parsons assert that American railroads are in many 
instances largely overcapitalized. While some roads, especially prior to recent con- 
solidations, have kept their capital down to the basis of actual investment or even 
less in the case of a few lines which had been largely improve<l out of earnings, in 
many other cases the capital has been repeatedly swelled witiiout corresponding 
increase in the plant investment. The recent increase in the capitalization of the 
Chicago and Alton railroad from 130,000,000 to nearly $100,000,000 is instanced as 
an illustration. It is held by Profes.sor Parsons that the constant motive of j)rivately 
owned railways is to conceal their true earnings by increasing capitalization, and he 
considers this one argument in favor of government ownership.* 

Mr. Woodlock, railroad editor of the Wall Str(‘et .Tournal, and several witnesses 
rei)resenting railroad companies deny that American railways in general are over- 
capitalized. They compare the capitalization of American railroads, which is said to 
average about $61,000 i)er mile, with that of the British railroads, which averages 
from $220,000 to $240,000 i)er mile. It is as.serted that the British railroads syste- 
matically add to capital every jmsible ex})enditure for improvement, however slight. 
The.se witnes.se8 say also that the increase in capitalization of American roads basin 
many cases been justified by the improvement of the roads out of earnings. Some 
of them are also inclined to maintain that earning capacity is the proi)er basis of 
capitalization. Those who take this position add that the fall in the prevailing rate 
of interest has made it possible to issue larger amounts of bonds on a given earning 
capacity than before, and that the issue of sbx'ks is a comparatively unimportant 
matter, because they do not create a fixed charge. Mr. Woodlock, however, admits 
that there have been instances of the abuse of capitalization in recent years; he 
refers particularly to the Kansas City, Pittsburg and Gulf Railroad, and apparently 
thinks also that the Chicago and Alton is now overcapitalized. This witness, as 
well as Mr. Thomas, of the Erie Railroad, are disposed to think that some regulation 
of capitalization by the Government would be perhaj)8 desirable as a protection to 
investors. Professor Ripley speaks e.specially with approval of the Massachusetts 
law which requires that stocks and bonds of railroatis and street railroads shall be 
issued only on the basis of actual investment and subject to the approval of the State 
railroad commission. He asserts that this j)rovision has greatly increased the power 
of the railroad commission as regards rates and other matters, since the railroad 
companies have frequently to come to it for privileges. The chairman of the Massa- 

* Ripley, pp. 289, 291, 294; Telsbcrg, p. 272; Anderaon, pp. 689, 642; Wheeler, pp. 748, 749. 

•Davant, p. 7; Wheeler, p. 749. 

»Stubb8, p. 764; McGovern, p. 6M. 

* Ripley, pp, 291, 292, 80C, Parsons, pp. 164, 155. See also oa to the Chicago and Alton, Woodlock, p. 
468; Schiff, pp. 775, 776. 
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cbttteto commiflricm i^bo exprassee approval of the results of thlSwregu^oii 61 ^ 
Issue of securities. He says that securities may be issued for certain specified pur- 
poses, and that the board, with expert assistance, carefully considers how much cap- 
ital may be required for construction or other given objects. Reference is also made 
to jiie Minnesota law regulating the issue of securities by railroads in the same way 
as in Massachusetts.* 

Some of these witnesses discuss also somewhat the proper basis for capitalization. 
Professor Adams, statistician of the Interstate Commerce Commission, is disposed to 
hold that actual investment should be the basis. He describes the detailed investi- 
gations of a special commission in Michigan regarding the actual value and cost of 
reproduction of railroads, and declares that it is desirable to make such investiga- 
tions, not merely as a basis for taxation, but as a basis for estimating proper rates. 
It is impossible, he says, to decide as to the justice of rates unless we know how 
much return they secure to the railroads on their actual investment, rather than upon 
a capitalization which may l)e inflated. This witness thinks that the United States 
Government should undertake careful valuations of railroad property for these rea- 
sons.* Mr. Woodlock and two or three other witnesses, however, are inclined to think 
that earning capacity is in general a proper basis for capitalization, and that in any case 
the amount of capital can not greatly affect rates, because competition of other roads 
and many other influences of an independent character enter into rates.® They 
especially insist that cost of reproduction is not a proper basis for capitalization. 
Mr. Schiff declares that the amount of securities issued is a matter of little importance, 
that railroads must adapt themselves to the value of one another in competition, and 
that investors soon learn their real values.* 

Reorganization and its effect on capitalization.— The eftectB of recent railway reorgani- 
zations are discussed by several witnesses. It is stated that many railways have long 
been burdened with large bond issues at high rates of interest. The same influences 
which depress general business conditions affect railroads severely, and often make 
them unable to pay interest, whereupon they are put into the hands of receivers. The 
depression following 1893 resulted in the bankruptcy of a very large proportion of 
the railroads of the country. In case of bankruptcy, according to Mr. Greene, some 
of the large security holders usually constitute themselves a committee of reorganiza- 
tion. The endeavor is to simplify the finances of the railroad, to cut off such branches 
or leased roads as may not be profitable, but to hold the system together as far as 
possible, and in particular to reduce fixed charges. Witnesses generally agree that 
recent reorganizations have not usually resulted in a reduction of the total capitaliza- 
tion of railroads, but that they have either lowered the absolute amount of bonds by 
issuing stocks in their stead, or by securing lower rates of interest, have reduced the 
fixed chaiges. In some instances, it is admitted, little restriction has been placed 
upon the issue of stocks in reorganization, but several witnesses hold that the exist- 
ence of a large amount of stock, which has no imperative claim on earnings, has 
little effect upon the prosperity of railroads or upon the general public.® Reference 
iamade especially to the reorganizations of the Erie, Reading, and other roads. 

One witness, Mr. Rice, thinks that a mistake is often made in appointing the presi- 
dent of a bankrupt railway as receiver. If his bad management has caused bank- 
ruptcy, the mere fact that he is familiar with the system does not justify leaving him 
in chuge of it.® 

iThonxM, pp. 651, 669; Schiff, pp. 772-776; Woodlock, pp. 466, 468-462; Ripley, pp. 292, 293; Telaberg, 
p. 866; Jackson, p. 843. 

•Adams, pp. 881 fl. 

•Thomas, p, 651; Woodlock, pp, 466-458; Talcott, p. 685. 

•Page 778. 

» Greene, pp. 487, 488: Ripley, pp. 291, 297, 298, 804; Rice, p. 740; Talcott, p. 636. See also as to anthra- 
cite coal-roads, poet, p. xxxiii. 

•Bloe,p.741. 
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IE?;iGHT TRAFFIC AND RATBS. 

Dwamm of reasmiMenm of exiair^g Several witnesses representing railroad 
companies assert that railroad rates in the United States have in general steadily and 
rapidly decreased, and that they are much lower than in most European countries. 
Comparisons are made as to the grain rates from Chicago to New York, which show 
that the all-rail rate in 1868 was 42.6 cents per bashel, and that in 1899 it had fallen 
to 10.23 cents a bushel, while the lake-and-rail rates had fallen in fully as great pro- 
portion, and stood in 1899 at 6.63 cents. Mr. Markham presents a table showing that 
the average receipts per ton per mile for hauling freight in the United States are only 
97 cents, while in Prussia the average rates are 1.32 cents per ton per mile, and in 
other Europen countries they are still higher. As indicated in another connection, 
figures presented by advocates of Government ownership show also that the average 
freight rates in the United States are lower than in European countries; but it is 
aigued that the wide differences in conditions make fair comparisons impossible, 
and that the longer hauls in the United States espetdally tend to reduce the cost of 
transportation.’ 

Increase of rates in 1900— Several witnesses allude to the increase in freight rates at 
the beginning of the year 1900, and .some of them assert that the existing rates, espe- 
cially in the Southern and Western sections of the country, are excessively high. Mr. 
Langley, a representative of the Merchants’ Association of New York,* states that 
these advances in 1900 were nearly all made by the proceas of changing commodities 
from lower classes to higher classes, and in some instances by the abandonment of 
commodity rates, lower than the lowest class rates, which had formerly existed, or 
by raising the commodity rates. This witness declares that out of about 3,000 items 
in the Official classification, 818 were advanced in January, 1900, and that the aver- 
age increase in rates on these articles between New York and Chicago, as the result 
of these changes, was 35.5 per cent. The We.stern classification committee about the 
same time advanced the classification— that is, practically advanced the rates— of 
240 items, the average increase on them from Chicago to Missouri River points being 
47.4 j>er cent. In February, 1900, continues Mr. T>angloy, the Southern classification 
was revised, about two-thirds of the articles being advanced in class, with an increase 
oi rates of from 30 to 50 per cent 

Mr, Langley and two or three others hold that these advances in freight rates were 
unnecessary and unjustifiable; that the earnings of the railroads during 1899 were 
much larger than they had l)een for many years previous, and rendered them fair 
profits; the increased tonnage growing from the general prosperity of the country 
sufficiently increasing the revenues of the railroad companies without advances in 
rates. Mr. Langley complains especially of the employment of the method of 
advancing rates by means of changes in the cla.ssification. He says that this practice 
is confusing; that many shippers do not understand the manner in which rates have 
been advanced, and that it results in great inequalities. The action of the railroads 
in transferring goods from one class to another is entirely arbitrary, and instead of 
making approximately the same increase in rates for all commodities, certain classes 
have been discriminated against. Manufactured articles in j)articular were generally 
advanced by the classification changes in 1900, while raw products and heavier com- 
modities were left unchanged or advanced to a less degree. Another witness, who 
consumes lai^ quantities of coke in Michigan, asserts that the advance in the rate 
on coke from Pennsylvania during the year 1900 was no less than 55 cents per ton. 
He gives also illustrations of advances in the rates on alkali products manufactured 
by his company, and complains particularly of the excessive rates from Michigan to 
various Southern cities. It appears, for example, that it costs $195 to haul a carload 

^ Thomas, p. 660; Markham, p. 480. Bee also post, p. xxxvii. > Pages 860-877. 
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of tuicarbcHiate of soda fmm Wyandotte, Mich., to Atlanta^ 716 m(les, as compared 
with only f48 to New York, 700 miles. This 'adtness also asserts that the freight 
rates in Western territory are very h%h on the products of his company, as well as 
on other products. He believes that it would be to the interest ot the railroads in 
those less highly developed sections to reduce freight rates generally, with a view to 
building up manufactures and other industries, and thus ultimately increasing their 
traffic and profit.^ 

Mr. McGovern, of the Southern classification committee, admits that there were 
numerous increases in rates in the Southern territory by means of classification 
changes during the year 1900, although he asserts that the rates on various other 
articles were reduced. He says that prior t<> 1900 the classification nf freight in the 
Southern territory was not made by one unified organization, and that there were 
many inconsistencies and many instances where <‘laHHificatioii8 were unduly low. 
The establishment of one classification committee for the entire Southern territory 
made possible a general revision and the adjustment of inequalities. The fact that 
, prices throughout the country had risen greatly, and especially that the prices of 
articles used by the railroads themselves liad so increased as to add materially to the 
cost of operation, seems to this witness to jn.stify fully siadi increases of rates as were 
actually made. 

Mr. McGovern asserts further that most of the numerous changes which were made 
and against which there are complaints were only technically advances. Prior to 
this time there had been two columns of rates, one forgooiis carried at the risk of the 
carrier under ordinary common-law rules, and one for goods carried at the owner’s 
risk by a bill of lading exempting the carrier from liability except for certain faults 
of its own. As a matter of fact, practically 95) per cent of the busim'ss in the South- 
ern territory, as elsewhere, had been carried on bills of lading under the limited 
liability or owner’s-risk system. The lower rah's for owner’s risk, which apparently 
had not before been applied even where such limited bills of lading were used, were 
entirely abolished. Alwut 1,700 articles which ha<l been in the carrier’ s-risk column 
only were made subjecit to owner’s risk, l^earing the same rates as before. At the 
same time a new rule was passed providing that if the carrier assumed the risk the 
rate should be 30 per eent higher. By later aetioii the carrier’s-risk rales were 
reduced, being made 20 per cent higher than the published rates. Mr. McGovern 
holds that this was only technically an advance, because in practice the higher rates 
had formerly been actually applied in ninety-nine cases out of a hundred. This 
witness says further that a later change in classification advanced the rates on 400 or 
600 commodities and reduced them on about 100. The changes in many cases were 
on unimportant articles and the rates on many large classes of traffic are the same as 
before 1900. 

Two or three other witnesses from the South, including a representative of the 
shippers of Memphis, were inclined also to justify the advance in Southern freight 
rates for the reasons above stated, and also because the Southern railroads have never 
in the past been profitably operated. It is also stated that the establishment of cot- 
ton factories in the South has reduced the amount of railroad transportation by 
substituting the less bulky cotton gooils for cotton itself, and that for this reason 
rates should be somewhat higher than before.* 

A representative of the Southern Pacific Comtjany declares that transcontinental 
freight rates have not been advanced recently, but have steadily decreased since 
1891 . He asserts also that there is no ground for complaint on the part of California 
fruit shippers regarding excessive charges, though they had complained somewlutt 
regarding the charges for refrigeration on the part of the private car compaffii^* r. 

One witness also states that while numerous advances were made 

> Bacon, pp. 74, 77, 80. l 

>UcQovcrD, pp. 056-662; Dunlap, pp. 2-4; Davant. p. 6. 




XI 


ftXViEW OF EVTDENOE. 

daolfication In 1900, «n order was soon afterwards issned which reduced by 10 or 20 
j)er cent the rates on many of the articles which had been advanced. ‘ 

InJlueMes affecting freight rates and policy of railroads regarding /Aem.— Several wit- 
nesses representing the railroad companies assert that neither is it “the policy of the 
railroad companies to advance freight rates to an unreasonable figure, nor would it 
be practicable for them to do so, because of the competition of other railroads and of 
water carriers (see below, p. xxi), and especially })ecause of the competition ot dif- 
ferent sections of the country and of different countries. This position is especially 
affirmed in connection with discussion as to the possible effect of the establishment 
of community of interest between previously competing railroads. It is held that it 
must always be to the interest of the railroad companies te build up the country 
through which they operate, and tliat in order to do so they must make rates which 
will enable the industries of that country to compete with those of other sections and 
of other countries in the world markets. The railroad manager who undertakes to 
put rates at an exorbitant figure because he has an apparent monopoly would soon 
dry up the source of his business. At the same time these witnesses hold that exces- 
sive competition and “ rate wars” between railroads are undesirable, that it is not to 
the interest of the public that railroads should fail to earn reasonable profits, and 
that rate wars lead to discrinnnations between places and between individuals.* 

The competition of Canadian railroads.— Tyfo or three witnesses allude to the com- 
petition of the Canadian railroads as an important factor in the fixing of freight rates 
in the United States. It is pointed out that the Canadian roads have often demanded 
the right to charge somewhat lower rates in hauling goods from one part of the 
United States through Canadian territory to another part of the United States than 
those made by the roads of this country themselves, on the ground of the greater 
distance and inconvenience of transportation through Canada. It ai)|)ears that for- 
merly there was a differential of 10 per cent allowed to the Canadian Pacific Com- 
pany on transcontinental shipments. The roads in the United States, it is alleged, 
fmjiiently cut rates secretly in order to do away with the advantage of this differen- 
tial. Finally, after a prolonged rate war, the Canadian Pacific was forced to abandon 
its claim to a differential, and its business with San Francisco has been greatly 
reduced. The importance of Canadian transportation to the prosperity of Boston is 
e8i)ecially mentioned by one or two witnesses.* 

Freight classification.— Seversd witnesses describe the system of freight classifica- 
tion, Mr. McGovern, chairman of the Southern classification committee, entering 
into the subject with especial fullness. There are three general classifications in the 
country— the Eastern or Official classification, the Southern, and the Western. Each 
is adopted by a classification committee, consisting of representatives of each impor- 
tant railroad company. In earlier days each railroad made its own classification of 
freight. Later on various traffic associations made classifications, and only more 
recently were the present wide-reaching systems adopted. The Southern classifica- 
tion committee had its origin only in 1899. By the system of freight classification 
commodities are grouped into from five to nine classes, and the rates made by each 
railroad for articles in one class are the same. In determining the class an article 
shall take, consideration is given as to its value and ability to pay the rate, and, though 
apparently to a less degree, as to weight, bulk, and cost of transportation. In addi- 
^pn to the regular classes, there are many heavy commodities, such as usually move 
in Par^ lots, which are given special rates, known as commodity rates. The lail- 
thft these articles can not afford to pay the regular class rates even of the 
railroad determines largely i|s nwn commodity rates, the differ- 
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enoes in the character of goocia transported by different railways making itdesita^' 
so it is stated, that these commodity ratea shonld vary on the different lines. Mr. 
McGovern declares that commodity rates can not be considered personal discrimina* 
tions since all shippers on a given railroad receive the same rates. Nor are they an 
injustice as between different classes of shippers. Just as the prices of some classes of 
commodities must be relatively lower than those of other classes in order to meet 
competition, so, says this witness, the railroads must put down the rates on certain 
important commodities in order that they may handle them at all. Even these 
reduced rates make a profit to the railroad companies.^ 

It is admitted by representatives of the railroad companies that the power to put a 
commodity in a given class is part of the power to make rates, even although the 
rates upon a given class may lie fixed at different figures by the various railroads. 
Reference has already been made to the complaints of shippers regarding the 
advance in freight rates in IfiOO by means of classification changes. 

Two or three witnesses representing shippers favor the establishment of a uniform 
national classification of freight, subject to some modifications in detail, on the 
different railways, by means of commodity rates. They assert that the present 
threefold system of freight classification is very confusing to shippers, especially 
where goods pass from the territory of one classification to that of another. They 
hold also that the inequality between rates in different sections, resulting from the 
placing of commodities in different classes, is in many instances an injustice. It is 
suggested that an association composed of business men and railroad men, under the 
general supervision of the Interstate Commerce Commission, should be formed to 
establish such a uniform classification.'* 

Representatives of railroad companies in some instances think that greater uniform- 
ity of classification would be desirable, but all who testified before the commission 
hold that the establishment of a single national classification is impracticable. In 
Mme sections of the country there may be a very large traffic in a commodity which 
in other sections is of much less importance to the transportation lines. Under such 
circumstances, it is asserted, a difference in the classification is imperative. It is 
argued, especially, that if a uniform classification should l)e attempted the number 
of special commodity rates made by the separate railroad companies would neces- 
sarily be greatly increased, so that there would really be no simplification as com- 
pared with present metho<l8. These witnesses state that there has been a steady 
movement toward harmony between the railroads in matters of classification and 
that as the country develops there may be further movement in the same direction; 
but they believe that any compulsory introduction of uniform classification would 
be entirely inadvisable. It is also su^ested that the matter is of less importance 
than is often 8uppo.sed, because each railroad company can make its own rates, what- 
ever the classification may be.® 

The su^stion that the Interstate Commerce Commission should itself fix the 
classification of freight is especially opposed by railroad witnesses on the ground that 
the commission is incompetent to handle such a difficult and complex undertaking.* 

Export and import rate«.--Several witnesses allude to the practice of the railroad 
companies in making lower rates on goods destined to foreign countries by ocean 
routes, and on goods brought from foreign countries to interior points, than are made 
on the same class of goods for the same haul when they come from or are destined 
to domestic points. The Supreme Court of the United States has upheld the making 
of low import rates under certain conditions on the ground of the necessity of meeting 
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watettr^^ <Ui«ct from foreign coonterlMr Witnessee rep- 
resenting the railroad (K>mp«niiee defend thefnwH^ on this ground. They alro 

justify low export rates on the ground that thereby the markets for American products 
are extended. It is asserted that unless special export rates for American grain were 
made, it could not be sold in Europe in competition with grain from India, Argen- 
tina, and other sources. While the railroad companies could not afford to haul all 
of the traflSc at the same rates which are sometimes made for export and import 
commodities it is asserted that these low rates do not involve an absolute loss. The 
amount of traffic of a railroad can be increased without increasing the fixed charges, 
and even a considerable part of the ordinary operating expenses do not vary much 
with the amount of traffic handled. If the railroad companies can cover by their 
rates the actual additional cost of operation necessitated by hauling these goods, with 
a moderate profit, it is to their advantage to take the traffic, and ultimately the result 
may even be a reduction of the domestic rates. It is also asserted that ordinarily no 
city or community is injured by the diversion of traffic from it through export and 
import rates, since the traffic would not be hauled at all unless such low rates were 
made. Reference should be made to the preceding volume on transportation for a 
discussion from the standpoint of the shippers of flour as to the effect of export grain 
rates on their business.’* 

Carload rates.— It appears from the testimony of several witnesses that it is a com- 
mon practice on the part of the railroad companies to make lower rates on goods 
carried in carload lots than those shipped in smaller quantities, the difference in 
some instances being greater than the mere difference in the cost of handling would 
justify. The merchants of New York* complain of the discrimination between car- 
loads and part carload rates, especially in the Southern territory. The representa- 
ti ve of the New Y ork Merchants’ Association ’ asserts that the changes in the Southern 
classification in 1900 increased the number of carload ratings, and increased the dif- 
ference between them and part carload rates. He holds that this makes it in many 
cases almost impossible for Northern merchants and manufacturers to ship directly 
in moderate quantities to retail dealers in the South, and gives an unfair advantage 
to the jobbers in the Southern trade centers, who can bring in goods at the low car- 
loafl rates and distribute them to the smaller towns in less quantities. 

In reply to this it is stated by the representative of the Southern classification 
committee* that the Southern classification makes fewer carload ratings than the 
official and Western classifications, and that the Southern railroads have not espe- 
cially attempted to build up the interior points by carload differentials to the disad- 
vantage of Northern cities. 

The fact that the interests of the shippers and merchants in different sections of 
the country as to railroad rates often differ greatly is evidenced by the attitude of the 
Pacific coast jobbers, which is precisely the opposite of that of the New York mer- 
chants, in that the Western merchants insist that they should be allowed sufficient 
carload differentials to permit them to control to a considerable extent the jobbing 
trade of the Pacific coast. This matter is alluded to in another connection.® 

Sahddiary freight and traffic organizatiom—Primle cars.— It appears from the testi- 
mony of several witnesses that the system of fast freight lines is becoming a less 
important feature of the transportation business than it was formerly. In many 
instances in the earlier days cars were owned by separate corporations, which oper- 
ated over several railway systems and which aimed especially to facilitate through 
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ahipmentfl. At praient it ia stated that most of the so-called feflt freight lines ai» 
merely cooperative arrangements between the railroad companies for the purpoe© of 
conveniently handling through freight and of establishing trade names in the solicit- 
ing of business.' 

On the other hand, it is stated* that private shippers in very many instances own 
cars, especially those of a peculiar character, such as refrigerator cars, for handling 
their own goods, while in other instances there are important corporations whose sole 
business is the operation of such special classes of cars. The railroad companies pay 
rental for the use of these private cars. The shippers of California fruit, in particu- 
lar, are disposed to complain of the high charges made by refrigerator companies 
and to favor the operation of refrigerator cars by the railroatl companies directly. 
Mr. Stubbs, of the Southern Pacific Company, however, doubts whether this change 
would prove as advantageous, either to shippers or to the railroad.! companies.® 

Railway clearing homes— Mr. Nicholson, manager of the Central Railway clearing 
house, Buffalo, describes in considerable detail the methods of accounting by that 
organization, which has charge of the division of revenue as regards through freight 
on practically all lines passing through Buffalo and Niagara Falls. The system 
secures great economy and accuracy in the a<ljustment of balances between the dif- 
ferent railroad companies, and also facilitates the keeping of revenue and operation 
accounts by the separate railway systems. For a further description of the methods 
employed reference should l)e ma<le to the digest or the original testimony.^ 

DISCRIMINATIONS IN RESPECT TO PERSONS. 

Professor Ripley, Professor Parsons, Mr. Wilson, of the Cincinnati Board of Trade, 
and two or thret* other witnesses® assert that the practice of granting personal dis- 
criminations of various kinds in favor of certain shippers still exists in many cases, 
although they admit that the evil is less serious than formerly. Professor Parsons 
considers the practice of granting discriminations as a strong argument in favor of 
Government ownership, and asserts that it does not exist in countries where the 
government operates the railroads. This witness alludes especially to the recent 
investigation by the Massachusetts railroad commission regarding discriminations on 
the roads in that State, j)articularly in local traffic not subject to the interstate- 
commeri’e law. He asserts that it was shown that secret rebates and reductions in 
rates ranging from 10 to 73 per cent had been made, and that the practice was almost 
univt!rsal. Allusion is also made to the evidence as to discriminations in favor of 
the Standard Oil Company by underbilling of cars, by fixing rates from points where 
that company has refineries lower than those from the refineries of independent 
comi)etitor8 at other i)oints, and in other ways. 

Professor Ripley declares that rates on through shipments from New England to 
the West were being cut very heavily during 1900 and 1901, in part because of the 
tendency toward the accumulation of empty cars at the seaboard. Mr. Wilson 
asserts that railway discriminations are much more common than the public believes. 
A representative of the San Francisco Chamber of Commerce says that the transcon- 
tinental railroads formerly cut rates secretly, in order that they might thus over- 
come the differential of 10 per cent which the Canadian Pacific had forced the rail- 
roads to allow. He says that the San Francisco merchants agreed not to ship over 
the Canadian Pacific and that rate cutting then ceased. An officer of the Southern 
Pacific Company thinks that the railroads east of the Missouri River may have cut 
rates in some cases on account of this differential. 
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Seyei^ witn€^ assert that discrimination by railroads is tha greatieet of all possi- 
ble evils to shippers, and that it makes less difference whether the rates are high or 
low than it does whether they are uniform or otherwise. The enormous power of 
railroads over the prosperity of individual businesses is emphasized. It is also 
declared that discriminations are nearly always in favor of large shippers, of the 
strong against the weak, and that trusts and combinations have been especially 
fostered by them. 

The methods of discrimination are referred to by some of the witnesses above named 
and also by two or three representatives of railroads. It is stated that secret rebates 
are still made, sometimes by methods which it is impossible to detect. Sometimes 
the discrimination is by an underclassiflcation of freight or by underbilling. In 
certain instances shippers deceive the railroa<ls regarding the classification of goods, 
and railway officers assert that it is very difficult to prevent this practice, although 
inspectors are maintained for that purpose. Mr. McGovern, a representative of the 
railroads, holds that railroads seldom connive in underclassification or underbilling 
of goods. It is also asserted that railroads sometimes agree to pay cartage in order 
to secure traffic of particular shipi)er8.' 

Mr. Langley asserts that the recent advances made in the various railroad classifi- 
cations do not apply, in general, to articles made by great combinations, but affect 
those produced especially by smaller establishments.'^ 

Several railway officers and others maintain that the granting of discriminations has 
been very greatly reduced, especially within the past year or two, when the prosperity 
of the railroads, as well as the agreements and community of interest which have been 
established between them, have tended to minimize the practice. These officers 
in several cases admit by contrast with present conditions that discriminations have 
hitherto often existed, even in the face of the interstate-commerce law. The fact 
that a number of railroad men urge the advantages of the consolidation of railroads, 
community of interest, and pooling, especially on the ground that such establish- 
ment of harmony will do away with the secret discriminations which result from 
excessive competition for traffic, is also, of course, an admission of the existence of 
the practice. A representative of the Pittsburg Chamber of Commerce declares, 
however, that that body ibandoned its transportation board, which had aimed 
especially to prevent discrimination, because there were no complaints.* 

DISCRIMINATION BETWEEN PLACES-LONG AND SHORT HAUL RATES. 

Generally.— VroiemiT Ripley, Professor Parsons, Mr. Wilson, of the Cincinnati 
Board of Trade, and one or two other witnesses, criticise the practice of the railroads 
in making discriminations between places, and particularly in making unduly low 
rates for larger towns where competition between carriers is active, while maintain- 
ing excessively high rates for intermediate places which are not subject t) competi- 
tion.* It is declared by the witnesses above named, and incidentally by some others, 
that the railroads very generally make the rates to competitive points much lower 
than those to intermediate points. The interstate-commerce act prohibits railroads 
from charging more for a shorter haul over the same track than is charged for a 
longer haul, unless the circumstances be dissimilar. Water competition has been 
held by the courts to constitute a difference in conditions justifying a lower rate for 
the longer haul. It is stated by several witnesses that the railroads in many cases, 
more particularly in the South, make these lower rates for the longer haul to points 
where there is no water competition, but only where there is competition between 
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different railroads. It is asserted further that the railro^ thus possess aaehditolW 
power over the prosperity of communities, and especially tiiat they attempt con- 
stantly to build up the larger towns at the expense of the smaller ones. The undue 
aggr^tion of people in the cities is consider^ by some of these witnesses as an evil 
in itself. One witness argues that under Government ownership of railroads the 
motive to make such discriminati()n.s between places disappears. Others, in alluding 
not only to the discriminations in favor of larger towns, but to those between certain 
cities and sections themselves, declare that the railroads assume an unjustifiable 
degree of paternalism, and that they ought not to deprive cities and sections of their 
natural advantages of location and resources by making rates which put other less 
favorably situated places on an equality.* 

Souther}! boirng-pomt .lys/cw.— Mr. Wilson in particular discusses the long and 
short haul discriminations in the Southern States. The railroads, he asserts, have 
adopted almo.st universally what is known as the basing-point system, giving lower 
rates to certain competitive centers than to smaller noncompetitive points, even those 
nearer the point of origin of the trathc. In theory these basing points have been 
established by water competition, but in practice unduly favorable rates are given to 
many towns where there is no water competition, greatly to the detriment of the 
smaller places. Mr. McGovern, of the Southern classification committee; Mr. Mark- 
ham, of the Illinois (Vntral Railroad, and tw'o or three other railway officers’* admit 
the existence of this practice in the South, and admit that basing-point rates have 
been extended to i)laces where there is no water competition. They assert that rail- 
roads rcaciiing towns not subject to water comj)etition have insisted on the right to 
establish rates which will enable those towns to do business with others having water 
competition. As railroads have been constructed and towns have grown up, these 
favorable rates have been extended from one to another with a view to creating job- 
bing centers from w’hich the surrounding territory may be supplied. Mr. McGovern 
insists that it would not be just to require the railroads to grant as low rates to smaller 
places as they are forced to make to these competitive points. Mr. Markham pre- 
sents the same argument, but lays a sjiecial stress on the influence of coastwise and 
river transportation in the forcing of the establishment of low rates to trade centers. 
He says that although in some instances no boats are operated on rivers reaching 
these centers, the mere possiVnlity of establishing such means of transportation forces 
the railroads to make low rates. This witness especially maintains that the interme- 
iliate communities are not harmed by the granting of low rates to competitive points. 
The railroad could not get the through traffic at all unless it made such rates, so that 
it can not be said that the traffic is diverted from the small towns. The through 
business may nut contribute to the fixed charges of the railroad, or may contribute 
projK)rtionally less than the local busineas, but it does leave a profit after paying the 
added expense of tran.sportatiou which it actually causes, and by means of this profit 
the railroads are even enabled to retluce rates to the intermediate points below what 
they would otherwise have to l)e. 

Alleged discrimination against Afiddk West in rates to Southern States.— Mr. Wilson, 
a representative of the Cincinnati Board of Trade, asserts that the railroads leading 
from the North to the Southern States have discriminated against Cincinnati, Chi- 
cago, and other Middle Western cities in making rates. He says that formerly Cin- 
cinnati did a very large business in the distribution of goods through the South, but 
that when more railroads were built competition became active until an t^^reement 
was reached in 1879 between the railroads from the Eastern cities and those from the 
Western cities as regards the Southern traffic. By this agreement the Eastern roads 
were to maintain low rates on manufactured articles which would favor the cities of 
the Eastern seaboard, while the roads leading South from the Ohio River were to be 
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given control of the traffic in grain, packing-houae products, and similar articles. 
Since 1S79 manufacturing business has moved westward, and these Western cities 
now demand— but, according to Mr. Wilson, demand in vain— concessions in rates 
which will enable them to compete fairly with the Eastern cities in the Southern 
markets. The witness gives numerous instances of the wide difference of rates from 
the Eastern and Westeni cities to the South. Thus, while the distance from Cin- 
cinnati to Atlanta is only 54 per cent of the distance from New York to Atlanta, the 
rates from Cincinnati to Atlanta are 94 per cent of the New York rates, and still 
greater differences exist to some other poiiite. A suit brought by the Western ship- 
pers before the Interstate Commerce Commission, with a view to securing more 
favorable rates, is still pending before the Supreme Court of the United States. Mr. 
Wilson says further that there is some conflict between the interests of some of the 
Western cities, Chic£^o and Cincinnati especially acting together, while Louisville 
and St. Louis seem indifferent to this movement. The witness also holds that St. 
Louis has been favored in rates on agricultural products to the South, as compared 
with Cincinnati. It is the hope of Cincinnati people that the lease of the Cincinnati 
Southern Eailroad, a road which was built by the city of Cincinnati to facilitate its 
Southern trade, to the Cincinnati, New Orleans and Texas Pacific Railroad, which 
is controlled by the Southern Railway, will do away with the motive on the part of 
the Southern Railway to discriminate in favor of the Eastern points which it reaches.* 
To these complaints regarding discriminations against Cincinnati it is replied by 
Mr. Guillaudeu, of the Old Dominion Steamship Company, that the volume of trade 
from these Western cities to the South is rapidly increasing, and that the Eastern 
railroads feel that the rates made by the Western lines are even more favorable than 
those from the Eastern cities. It is also held that the competition of coastwise 
steamship lines largely determines the rates made by the Eastern railroads.* 

Alk(/e(l dkvrlmimtiom againd Pacific coast cities . — In the spring of 1901 a ca.se was 
being heard l)efore the Interstate Commerce Commission, involving the freight rates 
from interior cities to the Pacific coast. The jobbers of St. Louis, Chicago, and 
other Middle West cities were undertaking to secure an order from the commission 
directing that the rates from those cities to the Pacific coast should be lower than 
those from New York and the Atlantic seaboard, on tlie ground that the distance is 
shorter. They also demanded that the considerable differentials, which had been 
made by all of the transcontinental milroads except the Northern Pacific and Great 
Northern, in favor of carload lots as against smaller shipments, should Ixj reduced in 
order that the Middle West jobbers might more readily ship gotxis directly to retailers 
on the Pacific coast. A third demand was that the rates on certain similar classes 
of articles, which have hitherto la?en different, should be made the same in order 
that several classes might be shipped in a single package at a rate lower than that 
previously charged on the highest rated article in the package, a change which 
would also facilitate small direct shipments to coast towns. These demands were 
opposed by the San Francisco merchants, particularly by the Pacific Coast Jobbers’ 
Association, and also by several of the transcontinental railroads. 

Mr. Wheeler, representing the Pacific coast jobbers, and Mr. Stubbs, representing 
the Southern Pacific Company, were heard before the Industrial Commission, but no 
t st imony of the representatives of the other side of the cuse was taken. Mr. Langley, 
of the New York Merchants’ Association, testifies briefly on the same subject, agree- 
ing in the position taken by the two other witnesses. Mr. Wheeler and Mr. Stubbs 
maintain that, although the distance from the Middle Western cities to the Pacific 
coast is considerably less than the distance from the Atlantic seaboard, the low cost 
of water transportation justifies a low rail rate from seaboard to seaboard to meet 
water competition. It is held that the rates from the Middle Western cities to the 
Pacific coast ought to be even higher than those from the seaboard. At present 

1 Wilson, pp. 687-«M. 

16 a n 


> Pages 447, 448, 



lyiu ", itfDtfBTBIAL 001OaS8I0»:--T»AK9P0Bl‘AII0H. 

thev MB UBwUy the mme. To make the intermediate latee 
theVlantic eeaboard would be to deprive New York and San alike of 

their natural advantages of location growing out of the cheapn^ " *“**'' 
tatinn These witnesses further assert that the practice of making differential rates 
to favor of carloail shipments to jobl.ing centem is common 

Md that it is eminently desirable that the jobbing centers of each section should m 
this way be given the acivantage of their natural location. 

Both of these witnesses maintain tliat there is stronger competition OT the part of 
the sea carriers at .San Francks, now tlian thero has been for some time beforo. They 
allude especially to tlie establishment of the American-Hawaiian Steamship Line, 
which mlkm regular voyages by way of the Straits of Magellan, and carries freight 
at very low rates, arid with pnunptncss and regularity. , , , v 

These witnes.ses further argue that the ordinary interpretation of the long and 
short haul clause of the interstah* coniinerce act by the Interstate Commerce Gom- 
misflioii and other authoritie.s, as well as by shippers generally, has been such as to- 
justify the making of lower rates for longer distances where water competition 
exists. The rates from New York to San Francisco liy rail are lower than those to 
interior points in California ami adjacent States, the local rate back from San Fran- 
cisco to inU^rior towns b(‘ing added to the through rate. It is maintained that the 
same principle should apply both ways, and that interior cities in the East should 
pay as high or higher rates to the Pacific coast than those from the Atlantic seaboard.^ 
Alleged diMeriininntidn agiiinM Denver. — Mr. Griffith, a representative of the Denver 
Chamber of ('ommerce, alludes to the case of Kindel r. The Atchison, Topeka and 
Santa Fe Railroad, which is also discussed more fully in the first report of this com- 
mission on trans|)ortation.' This witneas states that the decision of the Interstate 
Commerce Coiiimissiou in that case was that the railroads might not charge more from 
Denver to the Pacific coa'^t than from the Missouri River and more eastern points, 
and it was tjelieved at the tlm«' 'tf Ids testimony (May, 1901) that the changed rates 
would very soon he put iu force by the railroad companies. Mr. Stubbs, of the 
Southern Pacific Com|)aiiy, .says that the railroads had had no desire to make the 
rates from Denver so high, Init that the Interstate Commerce Commission would not 
recognize railroad com|>e(ition a.s a justification for making the rate for the longer 
distance K^ss than that for the shorter distance, while the railroads were not willing 
to admit tliat Dein er was affected by sea competition from the Eastern seaboard 
to the Pacific coast, and was therefore entitled to a lower rate than other mountain 
points. To reduce the rates from Denver, without the justification of sea competi- 
tion, would have meant a reduction of rates from other points in the West also.® 

The repreaeiitative of the Denver Chamber of Commerce states also that manufac- 
turers in Colorado complain that the rates on raw materials from the F^ast are unduly 
high as compared with those on manufactured products, so that they are placed at a 
disadvantage. The most vigorous complaint, however, comes from the Denver job- 
bers. This witness presents figures showing that the rates from Denver to common 
points in Montana, Utah, and other neighboring States are nearly as high as the 
rates from Missouri River points to those States, while the rate from Missouri River 
points to Denver is also nearly as high as the rate from Missouri River to these more 
distant common points. Denver jobliers are therefore at a great disadvantage, since 
the rate from the East to Denver, plus the rate from Denver to these common points, 
is very much higher than the direct rate from the cities on the Missouri River and 
farther east. This witness thinks that a new base line for making of rates should be 
established for Denver and cities parallel with it, so that they should have a fair 
opportunity for becoming distributing centers.* 
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(ltKtimina(iQn< bdmen ptam.'--^nfaX witi>(toe» also diacoas other 
alleged discriminatioos between particular placee. Beference should be made to 
the digest, pages cvii-cxx, for a fuller summary of this testimony. The principal 
alleged discriminations which are discussed are those in favor of Savannah as against 
Atlanta, in favor of Birmingham as against Atlanta, and in favor of Norfolk on 
through traffic over the Southern Railway through Asheville as against Charleston 
on traffic through the same city. Reference is also made to the differentials estab- 
lished by the trunk lines as between the Eastern seaboard cities. This subject is, 
however, more fully discussed in the previoiM report of the Industrial Commission 
on transportation.* The commissioner of the Memphis freight bureau thinks that 
the Southern railroads make an unjust discrimination against the cotton mills in 
North and Soutli Carolina and in favor of those in Massachusetts and the North. 
The freight rate on cotton from Memphis to cotton mills in New England was stated 
to be based on a rate of 65^ cents to Boston, while the rate to Carolina mill points 
was stated at 59 cents. The rates from Memphis to Liverpool are sometimes lower 
than those to Carolina points. This witness does not believe that the railroads 
should l)e forced to reduce their rates to the Southern mills unduly, but thinks that 
there should he some change.* Mr. Markham, of the Illinois Central Railroad, 
says that the rates made by the railroad companies on cotton from Southern centers 
to the seaports for export shipment are practically determined by the ocean rates, 
the port which secures the lowest ocean rate to Liverpool fixing the rail rate to all 
the ports.* 

GOVERNMENT REGULATION OF RAILROADS. 

Vowm of Interstate Commerce Commmim . — Several witnesses, especially represent- 
ing shippers, but including two or three railroad officers, the railroad editor of the 
Wall Street Journal, and one or two others, think that the Interstate Commerce Com- 
mi&sion has comparatively little power at present b.) regulate railroad rates. They 
are inclined to hold that the commission has exercised a somewhat beneficial 
influence through j)ublic opinion and the publicity which it has given to railroad 
questions. Two or three railroad officers especially declare that the commission has 
accomplished all that Congress expected it to accomplish, or that it is wise for the 
country that it should accomplish. Several other witnesses, however, believe that 
the powers of the commission should l)e increased in various directions, and assert 
that it is now not able to correct numerous abuses which exist, especially discrimi- 
nations in rates as between different localities. Mr. Jackson sees no reason why the 
Interstate Commerce Commission should not have all the powers which the Massa- 
chusetts Railroad Commission possesses as regards State railroads.*^ 

The more general thought of shipi^ers and disinterested witnesses is that, while the 
commission should not be permitted to prescribe all rates in the first instance, be- 
cause of the complexity of the problem involved, it should have the power to revise 
rates, either directly when tariffs are submitted by the railroads, or on complaint, 
and to put its decisions into immediate effect, pending an appeal to the courts. The 
long delays resulting from the present system of appeals to the courts are held to 
work great hardship and injustice to shippers, who are compelled to continue for 
months or years paying the rates against which complaint is made. These witnesses 
believe that the burden of appeal should rest upon the railroads rather than upon 
shippers.® 

^ McGovern, pp. 68(M586: Markham, p. 441; Langley, pp. 874-S70. 

® Vol. IV, p. 62 of Digest. 

•Davant, pp. 6-8. 

♦Page 442. 

> Jackson, p. 848. 

« Ripley, p. 290; Wilson, p. 690: Bacon, p. 76; Telsberg, p. 872; Haddock, p. 636; Langley, pp. 877-882; 
Wheeler, p. 735; Davant, p. 6. 
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Several repreaentodves of lailroad companies, together with one or two other wit- 
neeeeis, vigorously oppose the idea, proposed in some quarters, of giving the Interetate 
Commerce Commission power to fix rates generally, asserting that the commission 
has not the necessary expert knowledge, especially in view of the wide difference in 
conditions and localities. They hold that the railroads have many most difficult 
elements to consider, but that it is to their own interest to make reasonable rates and 
to build up the country which they reach. It is asserted also that to give the com- 
mission general power of revision amounts to giving power to fix all rates. These 
witnesses, moreover, oppose the suggestion that the decisions of the commission 
should be enforced pending appeal, declaring that there is much less possibility of 
recovering damages against shippers liecause of losses from unduly low rates, if the 
judgn»ent of the courts is ultinuitely in favor of the railroad, than there is of recovery 
against the railroad if the decision is in favor of the shippers. They hold that such an 
important power as that to decide as to the justice of a rate ought not to be left to any 
authority less final or less con8(*rvative than the Supreme Court.’ 

Impection of rtccoantw.— Professor Adams, statistician of the Interstate Commerce 
Commission, =* thinks that that comniission ought to ])e empowered to require uni- 
formity in the financial accounts, as well as in the operating accounts, of railroads, 
and to inspect their books directly. There will l)e some objection, on the ground 
that the secrets of the railroad might be ascertained, but the last convention of State 
railroad commissioners approved the proposition, and it is necessary for the State 
and national (iom missions to have such supervision of railroad accounts if they would 
properly perform the duties of regulation imposed upon them. Mr. Greene, of the 
Audit Company of New York, believes that a greater degree of publicity of railroad 
accounts is desirable, but he thinks it would be better, instead of having direct inspec- 
tion by Government officers, to nniuire the examination and auditing of accounts by 
expert private auditors, under bond, only the results of whose investigations should 
be made known. ^ Mr. Rice, who was connected with an investigation of the Read- 
ing Railroad Company several years ago, holds that there are many ways in which 
the accounts of railroads, though correct’on their face, may be de(jeptive to investors 
and stwk holders. Railroa<ls which have other companies subordinate to them are 
es[)ecially able, if they wish, to make the actcounts misleading. This witness, 
therefore, believes in inspection of railroad accounts by the Interstate Commerce 
Commission.* 

Two or three other witnesses, however, do not favor an extension of the powers of 
the Interstate Commerce Commission in regard to the accounts of railroads. Mr. 
Schiff, a banker, especially declares that railroad corporations seldom deceive the 
public in regard to their true earnings and the state of their finances.® 

State railroad commmiom.—Mr. Jackson, of the Massachusetts board of railroad 
commissioners, says that this board has general supervision over both railroads and 
street railroads within the State. It has absolute control in reference to questions 
of grade crossings and all safety appliances. It has control over the issue of securi- 
ties, and the law requires that they shall be issued only for actual value. It has also 
power to pass on the construction of new railroads. The board does not audit the 
books of the railroad cx)m panics, but requires detailed reports. Its powers regard- 
ing passenger and freight rates are nominally only advisory, but in practice the 
recommendations of the board are nearly always carried out by the railroads, 
especially through the influence of public opinion, while in a few instances the board 
has appealed to the legislature, which has usually passed laws sustaining its position.® 

1 Woodlock, pp. 464, 465; Thomas, pp. 667, !).58; Griswold, p. 620; Stubbs, p. 766: McGovern, pp. 665-668. 
‘Pages 884, 885. 
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Beference te iik> ttade to the powers of the Minnesota railroad commission. 
The secretary of this commission says that the law permits it to fix rates within 
the State. Formerly it could act only on complaint, but by an act of 1897 it can 
proceed on its own motion. Under a decision of the United States Supreme 
Court it is held that the orders of the commission are subject to review by the 
courts. The commission has recently made an order regarding the rates on hard 
coal from Duluth to New Ulm, from which appeal has been taken to the United 
States Supreme Court, and this appeal was still pending at the time of the witness’ 
testimony. This commission also has power regarding the inspection of grain and 
the regulation of elevators.^ 

WATER TRANSPORTATION. 

General importance and influence.— Tvfo or three witnesses point out the great impor- 
tance of coastwise, lake, and river transportation, both in itself and in its influence 
on railway rates. Mr. Markham, of the Illinois Central Railway, declares that rail- 
way rates throughout the country are influenced by the transportation on the oceans 
and the Gulf, on the Mississippi and other lai^e rivers, and on the Great Lakes, the 
tendency in all cases being to bring down rates even l)etween points far removed 
from actual water routes. ’■* The secretary of the Chamber of Commerce of Pittsburg 
maintains that transportation by water is not to be considered as an injury to rail- 
roads, but that the two classes of transportation are complementary to one another, 
water carriers being especially adapted to the heavy commodities which require less 
rapidity of transportation. The general development of industry which water trans- 
portation makes possible is a benefit to the railways.*’ The influence of water transpor- 
tation in causing the reduction of rates for long hauls by the railroads, as compared 
with the short hauls, is especially discussed in another place. (See pp. xv-xvii.) 

Coaslvm transportation.— Mr. Guillaudeu, presidei^; of the Old Dominion Steam- 
ship Company, and Mr. Hayne, solicitor of the Merchants and Miners’ Transporta- 
tion Company, two of the leading Atlantic coastwise steamship lines, give testimony 
regarding the conditions of coastwise transportation, and representatives of railroads, 
particularly in the South, also discuss this subject.* These witnesses agree in stat- 
ing that the various railroads operating from the Atlantic coast cities, particularly 
those south of Baltimore, are to a considerable extent financially interested in the 
coastwise steamship lines. Nearly all of the steamship lines are either owned 
altogether by the railroads or are to a certain extent controlled by them. Never- 
theless it is a.sserted by most of these witnesses that there is a very material degree of 
competition still existing l)etween the Atlantic water lines and the rail lines, and 
that the water lines largely determine the rail rates as regards certain commodities 
in certain territory. Mr. Langley, of the New York Merchants’ Association, and 
Mr. Wilson, of the Cincinnati Board of Trade, however, hold that the relations of 
the water and rail lines are so close that there is practically no competition as regards 
rates.® 

The steamship companies are in most instances members of the various traffic 
associations of the Southern States, and thus have an influence in determining the 
general basis of freight rates. Differentials are regularly allowed in favor of the 
coastwise lines, on the ground that the transportation is slower and more subject to 
risk and that goods must be rehandled in many cases before reaching their destina- 
tion. Through rates are made by the steamship lines in connection with railroads, 
the division of rec eipts being usually on the principle that water lines shall receive 

iTelsberg, pp. 861-363. 
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BB much for carrying freight 2 miles as the rail lines revive for carrying it 1 mfle, on 
aceonnt of the greater cheapness of water carriage. Witnesses especially assert that 
there are some classes of traffic, especially in very bulky goods, which belong nat- 
nrally to the steamship lines, while there are other classes of traffic, especially in 
perishable commodities, from which they are largely excluded. It is also stated 
that there is a growing tendency on the part of the coastwise steamers to adopt the 
same classification for freight, bast'd on value largely, a.s the railroads, although 
there are certain conditions of water transportation which make departures from the 
ordinary methods of classification necessary. Mr. Stubbs, of the Southern Pacific 
Company, says that in trans[M)rtation Ix'tween the Atlantic and Pacific coasts by 
water the basis is largely that of spat-e occupied, the result being that there are wide 
differences in the rates on different classes of goods as proportioned to their value, 
and that transcontinental rail lines are forced to make commodity rates on a some- 
what similar basis in order to meet water competition.* 

ATfi&ricmi Tncvchant iikituw cind^hip subifidifs. — Mr. Howes, a member of the Boston 
Chamber of Commerce, who has also been largely interested in ocean transportation, 
makes an argument against the proposed policy of granting subsidies for the con- 
struction and operation of American ocean steamships.^ He traces the history of the 
rise and decline of the American merchant marine. The <lecline, which was brought 
about in the first pla<‘e by the civil war, continued on account of the early expen- 
siveness of constructing iron vessels in this country. The witness believes that at 
present, by virtue of the great rediuition in the cost of producing iron in this coun- 
try, American shipyards can build most classes of vessels nearly, if not quite, as 
cheaply as foreign shipyards. He charges especially that American iron and steel 
manufacturers have sold plates and other materials for vessels to English shipbuild- 
ers at much lower rates than they make to American shipbuilders. He also holds 
that American shipyards are relatively better able to compete with those abroad in 
the construction of high-ela.Ms vessels, in which a large amount of labor is required* 
than in the construction of tramp steamers and other less expensive vessels, where 
the raw material is the chief cost. Mr. Howes lays great emphasis on the superior 
economy of Amerii^an labor, despite the higher rates of wages. 

Finally, this witness asserts that the i)olicy of ship subsidies, as practiced in the 
United States in the early days, was by no means successful, and that no European 
country except France makes any attempt to subsidize freight steamers. In England 
the subsidies are altogether in favor of fast passenger and mail steamers. France 
has undertaken to subsidize ve.s8el8, but her merchant marine is declining relatively 
to that of other countries. Mr. Howes thinks it especially desirable that Americans 
should be permitted to buy vessels abrotwl and operate them under the American 
flag; and he points to the great development of the Norwegian shipping trade, much 
of which is carried in vessels bought abroad, as showing the possibilities of this 
practice. 

Representatives of the coastwise steamship lines seem to doubt whether the grant- 
ing of ship subsidies would be of any advantage to them.* A representative of the 
Mississippi River transportation interests at New Orleans also is disposed to doubt 
the desirability of ship subsidies. The secretary of the Pittsburg Chamber of Com- 
merc.e, however, expresses himself as strongly in their favor.* 

Tfie Nicaraguan Canal.— Two or three witneases declare incidentally that the con- 
struction of the Nicaraguan Canal would be of great advantage to the country.® A 
representative of the San Francisco Board of Trade argues especially that the oflual 
will be advantageous to California by permitting cheaper transportation of its prod- 
ucts to Europe and to Eastern markets. He thinks that this advantage will offset 

* Stubbs, p. 763. 4 Bryant, pp. 399-400; Anderson, pp. 644, 646. 
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the fact that Eastern cities will be brboght jinto more direct relation with the Orient, 
and will thus tend to deprive San Francisco of some of the trade which it now enjoys. 
Mr. Stubbs, of the Southern Pacific Company, however, believes that the injury from 
this latter cause to California’s interests will more than offset any advantages that 
can come to the State from the construction of the canal.’ 

Oriental trade.— Mr. Wheeler, of the San Francisco Board of Trade, thinks that 
there is a great future for the trade of the United States in the Orient. He refers 
especially to the recent rapid increase in the amount of transportation between San 
Francisco And Asiatic ports. He says that the trade with the Philippine Islands, 
aside from that in army stores, is as yet comparatively unimix)rtant, but thinks that 
as soon as the islands are completely pacified there will probably be a great develop- 
ment in commerce there. “ 

MISSISSIPPI RIVER TRANSPORTATION. 

Amount of traffic— Difficulties encountered.— Mr. Bryant, a representative of the 
Steamboat Captains and Owners’ Exchange of New Orleans, and Mr. Markham, of 
the Illinois Central Railroad Company, give somewhat extended testimony regard- 
ing Mississippi River commerce and its effect on rail transportation.’’ These wit- 
nesses agree in stating that the amount of transportation by the river has decreased 
during the past 20 years as compared with rail transportation. Mr. Bryant asserts 
that there has been some absolute increase since 1890; the census of that year 
showed 6,401,000 tons of freight carried on the river and its tributaries, while sta- 
tistics compiled by the witness in ltM)0 show 7,693,000 tons (‘arried. Mr. Markham 
presents figures showing that the aggregate tonnage forwarded from St. Louis in 1880 
was 1,037,000 tons, while in 1900 it was only 245,(K)0 tons. Both these witnesses 
point out, however, that the statistics of Mississippi commense are very unsatisfac- 
tory, there l)eing no definite authority for collecting them and no systematic methods 
of keeping records on the j^art of the vessels. 

The decline of traffic on the Missi.ssippi and its tributaries is attributed chiefly to 
the great iinprovcrnents in rail transportation. Mr. Bryant asserts also that the 
railroads have discriminated in their rates for the purpose of destroying the river 
traffic, charging extremely low rates Ixitween points on the railroad which are reached 
by the river, while making up the loss thus occasioned by liigh rates on intermediate 
traffic. Mr. Markham, on the other hand, while affirming the necessity of meeting 
river rates in rail transportation, holds that the influence of the river in lowering 
rates extends, though to a somewhat lower d^ree than in the case of points actually 
reached by the river, to practically all territory for a long distance on each side of the 
river. Mr. Bryant says also that the decline in river traffic is due in part to the greater 
shortness of the navigable season, which is occasioned by the denudation of the forests 
and by theconfining of the river between strong levees; and that moreoverthe improve- 
ments of the river have not been effective in preventing danger to navigation, while 
especially the bridges over the river are, in many instances, a great hindrance. Both 
these witnesses point out that the trade of New Orleans with foreign countries, by way 
of the river and the ocean, is considerably hampered by the insufficient depth of water 
at the mouth of the Mississippi. The Eads system of jetties and improvements 
deepened the channel to 26 feet, but vessels drawing 30 feet or more would come to 
New Orleans if practicable, and these laiger ^^els could carry freight more cheaply 
than those which now enter the river. Mr. Bryant refers especially to the difficulty 
of navigating the Ohio River, and says that the large coal traffic coming down the 
river is carried only during very short periods. Two other witnesses speak of the 
system of dams, which is being established with a view to equalizing the flow of 
water in this river.* 
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' JQfM (f river empetiHon on raies.—Mr. Bryant states that the freight rates on the 
MUwai^ ppt River are much lower than the railway rates, in part l^use of theslow- 
risks of river transportation. He asserts also that when the river is low, so 
‘ that transportation is more difficult, the rail rates are raised. Mr. Markham says 
that the river competition practically fixes the rates for railroads between all the 
important river points. Moreover, according to this witness, the influence of Missis- 
sippi River traffic affects rail rates from and to points far distant from the river. 
Chicago, for example, insists upon having rail rates to Southern points which will 
enable it to compete with St. Louis in the distribution of goods, while other smaller 
towns insist that the railroads reaching them shall make rates to enable them to com- 
pete with Chicago. A similar chain of influences extends through the South and 
secures to points far distant from the river a reduction of rates. This subject is dis- 
cussed in another light in connection with the long and short haul discriminations 
in the Southern States.' 

THE ANTHRACITE-COAL SITUATION. 

During 1900 and 1901 there were movements among some of the railroads chiefly 
concerned in the anthracite-coal traffic toward the establishment of a community of 
interest. A subcoinmission of the Industrial Commission took the testimony of a 
number of officers of the railroads and of coal operators in New York during Feb- 
ruary, 1901, and two or three other witnesses were afterwards heard before the com- 
mission at Washington. See also testimony on this subject in the Mining Volume. 
(Vol. XII, Digest.) 

Kelationof milroada io anthracite-coal indmtry . — ^The railroads reaching the anthracite- 
coal fields are the Pennsylvania, the I^ehigh Valley, the Reading, the Central Railroad 
of New Jersey, the Delaware, Lackawanna and Western, the Delaware and Hudson, 
he Erie, and the New York, Ontario and Western. A very large proportion of the 
oa. produced is transported by these railroads to New York and other tide- water 
points, apparently not more than 19 or’ 20 per cent being used in Western and 
Southern markets.’* 

Each of the railroads named controls one or more coal-producing companies. In 
the case of the Rea<ling, the I.iehigh Valley, and several of the other railroads, these 
coal companies are, according to the witnesses representing these interests, virtually 
identical with the railroads, being organized separately chiefly because of the legal 
restrictions which prevent railroads from operating coal mines. The accounts of 
these railroad coal companies are, however, kept entirely distinct from those of the 
railroads, and they pay the regular freight rates to the railroads. The coal compa- 
nies controlled by the railroads also buy large quantities of coal from so-called “indi- 
vidual,” or smaller, operators.® 

The proportion of the coal produced by the railroad companies has apparently been 
until recently about two-thirds, tlie output of individual operators being variously 
stated by witnesses at from 30 to 34 per cent. Recent purchases, by the railroads, of 
the mines of independent operators have reduced this percentage materially. The 
secretary of the Anthracite Coal Operators’ Association says that at present the out- 
put belonging to independent producers is probably alx)ut 29 per cent,* but other wit- 
nesses put it at a lower proportion. It appears also that these railroad coal companies 
lK>ld a very considerable proiwrtion of the undeveloped or reserve coal lands, so that 
in the future, as present mines are exhausted, their control of the actual output will 
presumably be greater. It is maintained that the reason why the railroads bought 
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up coal lands was the desire to make their transportation business permanent. The 
operations of individual concerns with small capital were likely to be irregular, while 
traffic might be diverted from one railroad to another so long as the mines were inde- 
pendently owned.* The proportion of coal produced by independent operatora and 
by the railroad companies, respectively, varies considerably in the case of the differ- 
ent railroads. On the Reading, for example, only about 1,000,000 tons out of 8,000,000 
or 9,000,000 tons hauled yearly is produced by independent operators. The propor- 
tion of the independent operators is largest in the case of the Lehigh Valley Railroad, 
which in 1900 mined only 2,922,000 tons out of 7,675,000 tons carried.'* 

Establiahmeni of community of intemt . — It appears probable from the statements of 
witnesses summarized below that the practice has long prevailed among the anthra- 
cite-coal railroads of acting more or less in harmony as regards the divi.sion of the 
traffic and the fixing of prices of coal. Apparently it was partly in view of the 
difficulty of maintaining effective agreements and thorough harmony in the past 
that the recent movement toward community of interest or ownership has taken 
place. Witnesses representing financial interests, independent operators, and offi- 
cers of the railroads concerned all agree that there has been established a certain 
degree of community of interest, affecting more especially the Reading, Lehigh Val- 
ley, Jersey Central, Delaware, l^ackawanna and Western, and Erie railroads. 
These railroads carried in 1900 about 72i per cent of the entire anthracite shij)- 
ments. The precise nature of the combination is not made clear, but it seems to 
have been brought about chiefly by the j)urchase or interchange of stocks by a few 
large capitalists, which gives them a i)ow'crful influence in the management of all the 
roads named. J. P. Morgan & Co. have been especially instrumental in this move- 
ment. Various men are directors in several of the railroads at the same time. The 
object is admitted to be to bring about a consideration of the mutual interests of the 
roads. It is denied that there is any absolute combination or consolidation between 
these railroads, except to the extent that the Reiidingt-ompany has recently bought 
a controlling interest in the Central Railroad of New Jersey, and that the Erie con- 
trols the Susquehanna and Western and the Erie and Western, minor roads not 
reaching to tide water.® 

There is a difference c)f opinion among witnesses as to the extent to which the 
other leading coal roads besides those last named are being brought under the com- 
munity of interest. 1 1 is suggested by two or three witnesses that steps are being taken 
to control the Delaware and Hudson, or that it is already more or less in harmony. 
One witness thinks that the Pennsylvania Railroad also is in general sympathy with 
the combination, although others a.ssert that there is no community of ownership. 
The New York, Ontario and Western Railroad is quite generally considered to be 
independent, and it has about per cent of the antiiracite tonnage.'* Coxe Bros. & 
Co. produce about 3^ per cent of the anthracite output. This company controls a rail- 
road of its own and ships its coal in its own trains over the Lehigh Valley Railroad 
to tide water. Mr. Stearns, president of the company, holds that it is entirely 
independent.® 

It is maintained by several witnesses that the leading anthracite coal roads are not 
merely tending to come together under a community of interest, but are attempting 
to absorb a large j)roportion of the production of coal. It is pointed out that about 
3 years ago the inde}>endent operators, with a view to securing a lower cost of trans- 
portation, proposed the construction of a railroad to tide water. Some of the roads, 
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through the Temple Iron Company, bought up many of the mines which had pledged 
tonnage to this railroad and forced the abandonment of the enterprise. Afterwards 
another road was planned by the operators following the Delaware and Hudson Canal 
to Kingston. The Pennsylvania Coal Company, one of the largest of the independent 
producers of coal, which itself owned a local railroad, known as the Erie and 
Wyoming Valley, was a prominent factor in this enterprise. The Erie Railroad has 
recently bought up the Pennsylvania Coal Company and its affiliated railroad, paying 
therefor $32,000,000. This purchase blocked the construction of the proposed line to 
Kingston. The New York, Ontario and Western has also recently bought up a very 
considerable amount of coal production. The manager of this railroad says that it 
was forced to do this in order to assure the permanence of its tonnage. It merely 
followed the example of other leading railroads. It is, however, stated, even by one 
or two independent operators, that the operators who sold out were not forced to do 
so by discrimination or otherwise, but that, l)eing offered a high price, they preferred 
to sell rather than to run the risks of independent business. It is claimed, however, 
by these witnesses and others that the motive of the railroad companies was to pre- 
vent a diversion of their tonnage as well as to check the disturbing influence of 
independent operators in the sale of coal.’ 

Relation of railroads^ to iudepnidnil o}>eratorK — Pera.’niage contracts and freight rates.— 
It appears that a very large proportion of the independent anthracite operators have 
for several years i)ast sold their coal under contracts to the subsidiary coal companies 
of the railroads, receiving therefor a certain percentage of the tide- water prices. The 
proportion of the operators who accepted the system differs on different railroads, 
but on the average, according to statements of witnesses, much more than half dis- 
pose of their coal in this way. 

Under the contracts in force up to the .spring of 1901, in the case of the domestic 
sizes and larger sizes of anthracite coal, the oi)erator received 60 per cent of the tide- 
water prices, while the railroad coal company received 40 per cent, out of which to 
pay the freight to the railroa<l and to cover the selling expenses. In the case of the 
smaller sorts of coal, where the price is much lower, the percentage received by the 
operators was less. Several witnesses, inostl) representing railroad companies 
assert that the operators are generally well satisfied with this system, especially 
because of the saving in selling expenses and responsibility, and that it was consid- 
ered a concession to them at the time it was adopted, as compared with the existing 
freight rates.* 

At the time of the investigation of the Industrial Commission, in 1901, a new con- 
tract was being proposed by which the operators should receive 65 per cent of the 
tide-water price of the larger sizes of coal. It is stated that the motive of the rail- 
roads in making this concession was to prevent the operators from constructing an 
independent railroad, and also to secure more effective control of the business, espe- 
cially by virtue of the fact that the new contracts, at least in most instances, provide 
that the entire future output of the operators shall be sold to the railroad coal com- 
panies.* 

In April, 1901, this new contract had not yet been put into force, but the general 
opinion of all the witnesses was that a large majority of the operators would agree to 
it. The secretary of the Anthracite Coal Operators’ Association, as well as repre- 
sentativea of the railroads, stated that the operators were generally well satisfied 
with the proposed terms. One or two witnesses thought that the railroad companies 
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vrere insifltJng that practically all the operators should adopt these contracts before 
putting them into force, but a railway president states that this is not a condition of 
the contract, although the railroads think that they are entitled to the signatures of 
a majority of the operators.^ 

One witness thinks that not more than 6 or 10 per cent of the operabjrs will, when 
this arrangement is perfected, be really independent or have any influence in com- 
petition in the coal market.® 

Freight raies on anthracite coal . — Various witnei^es allude to complaints that the 
rates of freight to tide water are excessive. Some witnesses point out that most of 
the operators now ship under the percentage contract, so that the question as to the 
freight rates on ordinary shipments ])ecomes to them of less importance. An 
advance in prices l>enefits the shippers as well as the railroads. At the same time 
the percentage of the tide-wak‘r price receivecl by the railroad (;ompany may be 
considered as its freight rate, and that the amount thus re{;eived may be discussed 
as to its reasonabless in the stime way as any other freight rates. The few represent- 
atives of indei3endent shippers who appeared before the commission made little 
complaint of excessive rates. The st^cndary of the Anthracite ('!oal (Operators' Asso- 
ciation stated that he was not authorized to make any complaint whatever, though 
he refused to answer the question as to whether there were any grounds for com- 
plaint. Reference was also made by the president of Ooxe Bros. & (.^o. and other 
witnesses to the suit brought by that company against the Lehigh Valley Railroad 
in 1899, in whi<’h excessive freight rates were charged. It is stated that the decision 
of the Interstate Commerce (yommission was in favor of the complainants, but that 
appeal was taken to the courts, and that the delay was so great that Coxe Bros. 
Co. were forced to forestall matters by constructing a railroad connecting their mines 
with several tide-water railroads, so that they were able to demand concessions.® 

It is generally admitted that the freight rates on anthracite coal are very consider- 
ably higher than those on bituminous coal. The precise rate from the coal fields to 
tide-water varies somewhat upon the different railroads, while the rate per ton i>er 
mile naturally differs according to the distance to tide water. Moreover, as regards 
the operators who ship under the percentage contract, the rate fluctuates continually 
with the tide-water prices. The freight rates are variously stated by witnesses rep- 
resenting the railroads as from 11.80 to $1.75 per ton to tide water. Under the 40 
per cent contract the rate paid by the operator, including selling expenses on coal, 
would be $1.60 per ton when coal sells at $4, wdiich was about the price in the winter 
and spring of 1901. This price, however, is somewhat above the average in recent 
years. The distance from the anthracite fields to tide water varies from about 145 
(D., L. <& W.) to 214 miles (N. Y., Ont. & W.). The rate per ton per mile would 
thus range from 6 to 10 mills. 

Several witnesses contrast these rates with those on bituminous coal, which have 
at various times been as low as 2 J or 3 mills per ton per mile, aiid which are always 
very much lower than the rates on anthracite. Representatives of the railroads, 
however, and several other witnesses, including one independent operator, justify 
the higher rates on anthracite coal on the ground that most anthracite has to be 
hauled over the mountains, w'hile bituminous coal in many cases takes its origin at 
the tops of the grades, and especially on the ground that bituminous coal is all of 
one kind and can be promptly unloaded from the cars, while the different classes 
and sizes of anthracite coal have to be kept separate.* 

1 Childs, pp. 496-607; Thomas, p. 649; Steams, pp. 677-680; Walter, p. 546; Flemlnif, pp. 687, 642; 
Harris, p. 610. 

* Haddock, pp. 681, 532. 

*Saward, p. 609; Stearns, pp. 676-678,690; McLeod, p. 678; Fleming, p. 542. 

♦Fleming, pp. 686, 639, 640; Saward, p. 609; Steams, p. 679; Childs, pp, 49G, 497; McLeod, p. 666; Ha^ 
ris, p. 600; Woodlock, pp. 463, 464. 
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On© independent operator complains especially that the operators who sell coal 
to the railroads under the percentage contract really get better rates than those who 
dlip on their own account and pay the published freight rates. He urges especially 
that the actual freight rate under the contract system is considerably less than the 
40 per cent of the tide- water price, because that percentage includes selling expenses 
and risks. Operators who ship for themselves and bear selling expenses, ought, 
this witness maintains, to be placed on an equality by having a freight rate some- 
what less than this percentage.' 

Alleged diMrrimlnntion agaimt independent operdors . — Except for tlie complaint just 
indicated there is no (harge on the part of the independent operators, so far as they 
appeared before the Industrial Commission, of discrimination in freight rates against 
them as compared with the coal companies operated by the railroads tliemselves. 
Officers of the railroads assert emphatically that the coal companies connected with 
the railroads pay the full tariff rates on coal. One witness, however, points out that 
it is claimed that the railroads allow their coal companies to work with little profit, 
or even at a loss, while making up by charging high freight rates, a practice which 
amounts prai;tically to taking the money from one j)ocketand putting it in another. 
While this matter was not disciLsst'd especially by witnesses it is obvious that if the 
freight rates on anthracite^ coal are in fact excessive, whether under published 
tariffs or under the jiercentage coritra(;ts, it amounts to a burden upon the independ- 
ent operators, which is not felt by the coal companies that arc virtually identical 
with the railroads.^ 

Allusion was also made by various witnesses to the complaint sometimes made by 
independent o|>erator8 that they are not furnished sufficient cars, and that in some 
cases they are placed at a disadvantage in this regard as compared with the coal com- 
panies operated by the railroads. This complaint conne(;ts itself cdosely with the 
discussion as to the restriction of output of anthracite coal. (See below\) In the 
case of the operators who sell mider the percentage contract, the railroads are given 
the right to determine how much coal each oi)erator shall ship. The railroads agree 
to allot the tonnage which can be handled equitably l^tween the different producers, 
the contract particularly providing that the railroads shall not discriminate in favor 
of their own mines. Represemtatives of the railroad companies assert most emphat- 
ically that there never has been any discrimination in this allotment, but that the 
independent operators have, if anything, been allowed to produce more than their 
normal share of the coal for which there is demand. It is urged that it is impossi- 
ble for the railroads to buy all the coal which could lie produced by the mines work- 
ing at full t^pacity, U^cause of the limited demand. 

Mr. Harris, late president of the Reading Company, says especially that on that 
roati an expert is employed to vi.sit the various mines and ascertain accurately their 
prcKluctive capacity, and that on this basis the amount of coal which is demanded 
is apportioned. This witness asserts that any operator is at liberty to increase his 
productive capacity, and that on showing evidence of ability to produce more coal, 
relatively to other mines, he will be given a larger allotment. Two or three wit- 
nesses, representing the independent operators, likewise state that they have no 
complaint of discrimination in the supply of cars.’ 

One independent operator, Mr. Haddock, wdiile making no chaige of discrimina- 
tion agamst independent operators in the apportionment of output, asserts that he 
has refused to ac^cept the iwrcentage contract arrangement which gives the railroad 
companies the right to allot the production, and has insisted upon receiving a 
suf^cient supply of cars. By threats of suits for damages he has been able to secure 

1 Haddock, pp. 62S, 532, 534. 

•Steams, pp. 680, 682, 688; Harris, pp. 600, 601. 

•Haddock, p. 624; Steams, p. 686; Harris, pp. 600, 601; Walter, p. 646; Childs, p. 604; Saward, p. 609‘ 
Fleming, pp. 686, 637. ’ * ' 
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cars, and now practically produces as much coal as he sees fit He is not willing to 
have his whole production limited by the arbitrary decree of railroad officers.^ 

Restriction of output and albtment of tonnage.— It seems to be quite generally admit- 
ted that there is an attempt on the part of the anthracite-coal roads to keep the out- 
put of coal within the limits of profitable demand, and that there is at least a certain 
amount of consultation and agreement between them regarding the proportion of 
tonnage which each shall handle. In explanation of this practice it is asserted by 
various witnesses, including some independent operators as well as representatives 
of the railroads, that the productive capacity of the anthracite mines is very consid- 
erably in excess of the consumption of the country. It is said that the anthracite 
mines could produce at least 60,000,000 tons of coal annually, although one witness 
at least is disposed to question whether this could be done, in view of the necessity 
of executing a considerable amount of so-called dead work in order to keep up the 
production. The actual consumption of anthracite coal has never yet exceeded 
about 47,000,000 tons in a year. It is urged especially, as indicating the necessity for 
some limitation of production, that the demand for anthracite coal, most of which 
is used for domestic purposes, is extremely unequal as between different seasons of 
the year. During the spring and summer months there is very little consumption 
of anthracite. During the fall and winter, when the consumption actually takes 
place for the most part, the demand fully equals, if not exceeds, the capacity of the 
mines to produce contemporaneously. In order to render themselves able to supply 
the demand during these active months operators are continually tempted to 
increase the extent of their workings. If, then, it is asserted, the operators should 
endeavor to produce to the full limit of this extended capacity throughout the year 
there would be such an overproduction as greatly to depress prices and practically 
to ruin the prcKlucers. 

It is further asserted by nearly all witnesses testifying on this subject that anthra- 
cite coal can not be very suc'cessfully stored. It would greatly increase the cost to 
produce at a uniform rate throughout the year and to store the output of the spring 
and summer months until the fall demand. Not only, it is said, would this involve 
rehandling and the construction of storage places, but the quality of the coal, esi)e- 
cially its brightness, deteriorates when it is stored for a considerable length of time. 
For those reasons operators do not ordinarily run their mines at full capacity except 
during the fall and winter months. The average number of days on which the 
mines have operated during a year has never exceeded 235, and in many years the 
average number has been much less.^ 

One or two witnesses, especially Mr. Haddock, an independent operator, under- 
stand that the railroad companies have virtually an agreement among themselves as 
to the proportion of the tonnage of anthracite coal which each shall handle, and 
that by virtue of this allotment they practically restrict the output and prevent any 
strong competition. Representatives of the railroad comj)anies deny that there is 
at present any agreement as to tonnage, although it is admitted by two or three of 
them that there was such an agreement in 1896, which was afterwards abandoned. 
Nevertheless these railroad officers admit that there has been very little change in 
the proportion of coal handled by each road for a considerable number of years, and 
they also admit that each road tries to conform in a general way to the proportion 
which it has hitherto carried. They assert that any railroad might, without viola 
tion of agreement or of faith, increase its aggregate tonnage and endeavor to encroach 
on the traffic of its competitors. To do this, however, would be to precipitate a gen- 
eral competitive war, a general oversupply in the market, and a reduction in prices, 
which would not make it a profitable measure. 

» Haddock, pp. 624-627. 

^Saward, pp. 611, 612; Stearns, p. 687; Childs, pp. 499, 500; Harris, p. 602; Thomas, pp. 666, 666; 
McLeod, p. 665; Fleming, p. 588. 
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The preeent division of output, it is asserted, has been the result of many yeare o! 
experience and of conflict. Further conflicts are likely to occur in the future as they 
have in the past, but, apparently, at present, perhaps under the influence of the 
recent movement toward community of interest, there is less disposition th^ has 
been manifested hitherto toward encroachment by any railroad upon the business of 
the others. One or two witnesses point out also that some of the railroad compa- 
nies have certain territory naturally tributary to them, or produce to a certain extent 
a particular class of coal for which there is an especial demand. The frequent use 
of such phrases as “ proper share ” and “normal tonnage” as applied to railroads 
seems to show a recognition by nearly all of their officers that it is not to the inter- 
est of any road to compete too vigorously or to endeavor to produce coal to the 
maximum of its capacity. One witness, Mr. Thomas, of the Erie Railroad, says that 
there is some consultation among the railroads regarding the output and prices, and 
other witnesses, as is pointed out below, admit also that there is some consultation 
as regards prices, which presumably involves likewise a discussion of output. Ref- 
erence is also made to the fact that the Pennsylvania Railroad has in the past worked 
less in harmony in this r(*gard than most of the other railroads.' 

The following table shows the percentages of the anthracite tonnage hauled by the 
respective railroads during the year 1900.* 

Philadelphia and Reading 21 

Lehigh Valley 15.65 

Delaware, Lackawanna an«l Western • • . 12. 57 

Central Railroad of New Jersey 11. 48 

Pennsylvania Railroafl 32 

Erie 'Abroad 

Delaware and Hudson ^*55 

Delaware, Susquehantia and Schuylkill 4. 26 

Ontario and We.stern 2. 86 


Prices und their relation to the alkijed cow<5fnaf/ow.— There seems to be a general 
agreement among witnesses that the anthracite railroads act more or less in harmony 
as regards the fixing of prices. The evidence, however, is not conclusive as to the 
extent to which this harmony goes, or as to the effect of the recent movement toward 
community of interest upon agreements as to prices or upon prices themselves. 

No witness affirms that there is any fonnal and definite agreement among the 
railroads or the railroa<l coal companies as regards prices. One or two assert that 
there have been in the past attempts to establish such agreements, but that they 
have broken down. Indepemlent o|)erator8 and others, notably Mr. Saward, of the 
Coal Trade Journal, believe, however, that there are infonnal consultations and 
understandings at the i)resent time, including possibly meetings from time to time 
of sales agents. It is maintained by these witnesses that the prices made by the dif- 
ferent companies ai-o practically the .same for given markets and grades of coal, and 
that changes are made very nearly simultaneously. Mr. Saward suggests that the 
railroad coal companies may communicate with eac'h other by telephone, and that 
these informal understandings are better than written agreements, because there is 
no record or publicity. 

Representatives of the railroad cx)mpanies admit that the prices made by all of the 
roads are very nearly similar, although they specifically deny that there is any 
binding agreement on the subject. Two or three of them state that there are 
occasionally informal iionsultations between sales agents, such as are necessary in 
every business. The president of the Reading Company says— -and his statement is 


* Haddock, pp. 525, 627, 632; Saward, pp. 514, 516, Stearns, pp. 578-583, 690; Harris, pp. 601-808: 
licLood, pp. 664-567; Thomas, pp. 548, 550, 654; Walter, pp. 543, 545, 647; Childs, p. 500. 
pHcLeod, p. 671. 



BJEVIEW OF KVIDBlSrCK, 


XXXX 


oorrobomted by two or three other witnesees— that that company regularly issues a 
circular of prices, which has a considerable influence in detem^ing the prices of 
other companies. At the same time this witness asserts that it is entirely voluntary 
with the others to make these prices or not, and that they do not always follow them.* 
The president of Coxe Bros. & Co., the largest independent coal operators, stated 
that the average prices received by that company for the prepared sizes of anthracite 
coal at tide water from 1891 to 1900 were as follows: 


Average prices of prepared sizes of anthracite coal 


1900. 

1899. 

1898. 

1897. 

1896, 

1895. 

1894. 

1893. 

1892. 

1891. 

«3.761 

$3.49 

$3,589 

$3,716 

$3,516 

$3,237 

$8,635 

$3,967 

$3.81 

$3,799 


These prices are presumably not far from the average received by other producers 
during this period. Witnesses do not discuss, however, -particularly, the movement 
of prices during these years in connection with the question as to the effect of com- 
bination among the railroads, nor is there any very definite evidence as to the 
comparison of prices during the past decatle with those of earlier years. It is 
asserted quite generally that the cost of mining has increased, but that the cost of 
transportation and freight rates have fallen somewhat. 

Much discussion was given as to the movements of prices of anthracite coal during 
the past year, particularly with reference to the effect of the establishment of com- 
munity of interest between certain of the railroads, and as to the effect of the strike 
of anthracite miners in September and October, 1900. The following table shows 
the average prices for prepared sizes of anthracite coal received by Coxe Brothers 
& Co. for each month during 1900: 

1900. 


January $3. 744 

February 3. 566 

March 3.616 

April 3. 466 

May 3. 677 

June 3. 561 

July 3.707 

August 3. 654 

September 3. 896 

October 4. 103 

November 4. 14 

December 4. 243 


It will be seen that prices advanen^d from $3,465 in April to $4,243 in December, 
or an increase of 78 cents per ton. It is stated by various witnesses that the prices 
in the fall and winter are always considerably higher than in the spring, on account 
of the great difference in the demand at the respective seasons. Figures submitted 
by months by Coxe Brothers & Co. show advances of from 30 cents to 65 cents as 
between the spring and fall in most years since 1891. The advance in 1900, how- 
ever, is greater than in any other year for which these figures were submitted. 

Several witnesses state that the price of anthracite coal in February, 1901, was from 
20 to 30 cents higher than it had been at the corresponding time a year before. The 
usual spring reduction in prices was made in April, 1901, after which the price of 
stove and chestnut coal, as announced in the circulars of the railroad companies, 

iSaward, pp, 612, 513, 517; Haddock, pp. 526, 629; Steams, p. 582; Harris, pp. 699, 603, 604; McLeod, 
p. 672; Childs, pp, 49 v, 605 ; Thowaa, p. 554; Fleming, pp. 638, 689. 
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seems to have been $4 per ton, and the price for broken coal, the largest size, $3.50 
per ton. Virtually all the witnesses agree in holding that this advance in prices 
during 1900 and 1901 is to bo attributed to the reduction in the supply of coal, caused 
by the prolonged! strike of the fall of 1900, rather than to the combination among the 
railroads. The strike left the country very much depleted of coal, and all through 
the winter the mines were working at their full capacity.’ 

Mr. Haddock, indepemlent coal operator, seems to think that the railroad com- 
panies in combination would have the power to advance prices, not being limited by 
the competition of other producers of anthracite coal, but he, like the representatives 
of the railroads,- doubts whether it would be wise policy for the combination to 
attempt to maintain exces-sive prices. Various other witnesses, including especially 
the representatives of the railroads, a.s8ert that there is a very close limit to the price 
of anthracite coal through the competition of other fuels, and that the producers, 
however strongly they may be combined, would not find it to their interests to advance 
prices beyond the j)re.sent rates. It is as.serted that anthracite coal is to a considerable 
extent a luxury. Hy far the greater part of anthracite coal is used for household 
purpose's, and if the priia; is very high it Ciin be replaced in many of its uses. Bitu- 
minous coal is being fiioreand more used, so the.se witnesses state, for producing gas, 
steam, and hot-water In'at, and other forms of heating for domestic purposes. 

The smalh'r sizes of anthracite coal, ranging from pea coal down, which are neces- 
sarily produced in conniiction with the breaking of coal for domestic; purposes, can 
be used only for steam purpo.8es, and there they meet very directly the competition 
of bituminous coal. It is asserted that because of this competition the price received 
for these smaller sizes of coal is le.s8 than the cost of production, so that there must 
be a corresponding increa.se in the prices of the larger sizes in order that there may 
be a profit on tht' entire output. Thc'se smaller sizes are from 25 to 35 per cent of 
the total product. Formerly they were largely thrown away, but the old culm piles 
are now Ix'ing worked over and sold. Several witnesses maintain that the prices of 
anthracite coal in the spring of 1901, although somewhat higher than the average for 
earlier years, were no more than reiisonable, and that because of the limited nature 
of the demand for anthracite coal a reduction in the price would not sufficiently 
increase consumption to make it profitable for the coal producers.* 

Several witnesses assert that it will be possible through combination to reduce the 
cost of producing and transporting coal so as to permit of a lowering of the price to 
consumers, while at the same time giving the producers and the railroad companies a 
greater profit than in the past. The officers of some of the railroads express the belief 
that it is to the intere.st of the i)eople that the railroads should act in harmony, and 
the same opinion is held by two or three other witnes.ses. notably Mr. Greene, of the 
Audit Company of New York. Mr. M(;Leod, former president of the Reading Com- 
pany, is especially ('mphatic in the assertion that only great corporations with large 
capital can economically produce anthracite coal. It is pointed out by one or two 
witnesses that if the railroads act in harmony it will in many cases reduce the cost of 
transportation by permitting the supply of particular markets from the nearest and 
most accessible minea. It is also urged that where each railroad company feels that 
it must produce and transport- as much coal as possible it is tempted to operate 
mines which are not so economical as those controlled by some other railroads. 

The greatest saving, it is asserted, could be effected by the elimination of middle- 
men in the sale of coal to the consumer. The railroad companies could establish 
large dei>ots in immediate I'onnection with their tracks from which coal could be 

» Steams, pp. 489-491; Saward, pp. 510, 511, 516; Fleming, p. 641; Childs, p. 499; Walter pp 643 646- 
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delivered directly to carts hauling it to the consumer. Mr. McLeod believes that a 
saving from 50 to 76 cents per ton might be effected in this latter way alone, while 
Mr. Greene thinks that the various economies which might result from a complete 
consolidation of the railroads would amount to $1 per ton. These various witnesses 
think accordingly that a more complete combination than that which at present 
exists is desirable for the public interest.^ 

CapUalizcUion of reserve cod lands— There is a considerable amount of discussion on 
the part of witnesses as to the effect upon prices of the large investments made by 
the Reading and other railroad companies in coal lands in advance of actual produc- 
tion. The Beading Company has the largest supply of coal lands, most of which were 
bought up during the seventies. At that time it invested, according to the state- 
ment of one witness, about $75,000,000 in these lands. Other companies have also 
made large investments. It is stated that the motive for this policy on the part of 
the railroads was to insure permanency in their transportation. One or two wit- 
nesses, including especially Mr. Haddock, think that the interest on these invest- 
ments of the railroads has added to some extent to the price of coal. Reference is 
made especially to the fact that the recent purchases by the railroad companies have 
been at very high prices. The Erie issued $32,000,000 of bonds to buy up the Penn- 
sylvania Coal Company, and the annual interest of $1,280,000 is equal to 60 or 60 cents 
per ton on the annual output of these lands. If the Reading lands had cost propor- 
tionately as much they would have represented an investment of $125,000,000. Most 
witnesses, however, especially those representing railroad companies, do not think that 
the interest on these investments in coal lands adds materially to prices. They state 
that the attempt to carry them has lead to repeated bankruptcies in the case of the 
Reading road and that many other railroads have large amounts of stocks which earn 
no dividends. The stocks of four of the leading roads earning no dividends were 
stated by one witness as amounting to $382,000,000. The railroads holding these large 
investments have been forced to sell coal, it is argued, in competition with other 
producers not having similar burdens. The various reorganizations of the Reading 
have reduced its fixed charges, although the president of the company admits that 
its bonds still represent, in part, investments in coal lands.* 

It is admitted by two or three of these witnesses that the capitalization of several of 
the anthracite roads is excessive, but they hold that the excess is chiefly in the form of 
stocks receiving no dividends. In various recent reorganizations, such as that of the 
Erie and the Reading, there has been no reduction of capitalization, but the fixed 
charges have been reduced, bonds being either issued at lower interest or (jonverteti 
into stocks.* 

Duration of coal supply and cost of mining. — Witnesses differ as to the amount of 
anthracite coal still remaining in the ground. Estimates as to the duration of the 
supply at present rates of production range from 80 to 200 years. The mines in the 
Wyoming field, which were the most accessible, are being rapidly worked out, and 
the great reserve is in the Southern or Schuylkill field, where the Reading Company 
has very large coal holdings. In this field the coal lies deeper and in thinner seams, 
and it is much more expensive to mine. The late president of the Reading Company 
says that one of the chief reasons why it has not developed its lands more rapidly is 
because the cost of mining was so much greater that coal could not be produced 
profitably in competition with other fields. In the future the more difficult mines 
will have to be worked, and the Reading’s lands will become more valuable. 

In view of these conditions as regards the distribution of the anthracite supply, 

‘Walter, p. 544; McLeod, pp. 668, 569, 575; Greene, pp. 46M78; Thomaa, p. 656; Harris, p. 599; Wood 
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witoeeeefl agree in holding that the cost of mining has advanced in the ^ 
steadily advance in the future. The improvements in methods of mining and han- 
dling coal do not keep pace with the added difficulties arising from the necessity of 
mining deeper and less satisfactory seams. The price of coal will necessarily advance 
hereafter, it is maintained, if it is to be mined profitably at all, although the advance 
will be slow. One prominent witness doubts whether the output of the anthracite 
mines will ever be much greater in a year than at present. 

It is pointed out that the more easily worked veins have already been exhausted, 
and that mines now are deeper and in many cases are working much thinner veins 
of coal. For these reasons there is greater expense in lifting coal, in pumping 
water, in sinking shafts, and in various other directions. The cost of establishing a 
working colliery plant is said to have risen greatly, the cost in some cases at present 
being no less than $1,000,000. As to the average cost of mining at present, no defi- 
nite statements were made, several witnesses asserting that it is very difficult to 
ascertain the costs, and particularly that there are very great differences as between 
different mines. Mr. McLeod, former president of the Reading Company, says that 
he estimates the cost at the mine at $1.59 per ton, while by paying interest on the 
value of coal lands the cost is brought up to $1.90 per ton. The average freight rate 
he estimates at $1.50 per ton to tide water. The average price at tide water for 20 
years has been $3.48.‘ 

The anthracite coal strike of 1900.— Mr. Stearns, of Coxe Brothers & Co., explains 
the nature of the demands of the miners in the strike of 1900. About 1875 there was 
an agreement between the operators and the miners, by which wages were to rise 
and fall with the price of coal at tide water. The basis was at the price of $5 per ton. 
F'or every advance or decline of 10 cents, wages were to rise or fall 1 per cent. The 
price of coal fell so greatly that the operators made concessions, treating the freight 
rate from the coal mines to tide water as equaling $2.60, the rate prevailing in 1875, 
instead of the actually much lower figure. The miners, however, demanded, in 1900, 
that the entire sliding-scale system be abandoned, and that wages be raised 10 per 
cent above the existing rates, while the price of powder should be reduced to $1.50. 
These demands were finally grantt'd by the employers. 

Most of the witnesses do not discuss the strike in any detail. Several officers of 
railroads and operators think that the demands were, on the whole, just, but others 
hold that they were excessive, and that the producers can not permanently recoup 
themselves for the advance in wages by additions to price. It is quite generally 
admitted, however, that the shortage of coal, caused by the suspension of work in 
the busy season, permitted the advance of price sufficiently for the time being 
to benefit the railroads and the operators. One or two witnesses complain of the 
agitators who came from outside the region and induced the miners to join the 
labor organization known as the United Mine Workers, and to enter the strike. 
Mr. Steams asserts that the men of his mines were satisfied, but that they were 
assaulted and intimidated until the mines had to close. There is some discussion 
among witnesses as to the desirability of arbitration in the case of such a dispute 
as this.’ 


^McLeod, pp. 665, 670, 671; Greene, p. 476; Fleming, p. 640; Thomas, p. 656; Steams, pp. 584, 694, 
695; Walter, pp. 644, 647; Saward, pp. 511, 616; Harris, pp. 606, 607. 
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620; Fleming, p. 542; McLeod, pp. 674-576; Harris, p. 611. 
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TICKET BROKERAGE. 

Mr. Lindenberger, chairman of the committee on hostile legislation of the Ameri- 
can Ticket Brokers’ Association, gave very extended testimony before the Industrial 
Commission on the subject of ticket brokerage. Practically no testimony from the 
railroad standpoint is presented in this volume, and reference should be made to the 
discussion of the subject in the earlier volume. 

General nature of bumness.— Mr. Lindenberger states that it is the business of ticket 
brokers to buy passenger tickets from railways and from passengers, and to sell them 
to travelers below the published tariff rates. The business depends upon the fact 
that there are differences in rates per mile on different kinds of tickets, and for dif- 
ferent distances. Through tickets are sold at reduced rates as compared with local 
tickets, and brokers handle unused coupons for parts of through journeys. The 
return coupons of excursion and special return tickets are also bought and sold. 
One of the chief elements in the business has been the handling of mileage books. 
Brokers would buy mileage books from the railroads and allow passengers to use 
parts of them. Many of these books are good in the hands of the bearer, even where 
printed regulations nominally restrict them to the purchaser or his family. At 
present, especially in the central and western part of the country, mileage books 
interchangeable upon numerous railroads have been introduced, and these are so 
arranged that they can be used only by the actual purchaser, who gets a rebate on 
showing that he has used up the mileage. This arrangement prevents dealing in 
these books by ticket brokers. 

This witness states that brokers correspond with one another, supplying sheets 
showing what tickets they have available, so that a broker in one city can make a 
through rate by using a ticket which he has to a given point, and arranging with a 
bnjker there to supply a ticket to the destination. By such practices ticket brokers, 
through their sui^erior knowledge of rates made throughout the country, often suc- 
{‘eed in giving passengers information as to low rates which they would not other 
wise be able to take advantage of. 

Ticket brokers are able, according to this witness, to save money to passengers 
selling their tickets and to those buying as well. The claim that railroads redeem 
the unusetl parts of their tickets at the full value is only partly true. A ticket from 
New York to Chicago costs $17, while the rate from New York to Buffalo is $8, and 
from Buffalo to Chicago $12. The railroad will pay the passenger $9 for the coupon 
from Buffalo to Chicago, while the broker would give him $10, and sell it for $11. 
The return coupons on excursion tickets sold for one fare for the round trip have no 
redemption value. 

Support of ticket brokerage by railroads.— Mr. Lindenberger asserts further that the 
greater part of the business of ticket brokers is carried on with the support and 
connivance of the railroads. This was especially true before about 1896; since then 
railroads are so in harmony and maintain rates so strictly that they are less tempted 
to secure the services of brokers. The motive of railroads in this practice is to get 
competitive business, and that is perfectly legitimate. Through the brokers they 
can cut rates secretly, or even without cutting rates they can sell more tickets because 
of the employment of such agents. The witness does not think that brokers could 
carry on business profitably without some such support from the railroads. 

Leffitimacy of brokerage bummss.— Mr. Lindenberger asserts emphatically that the 
business of ticket brokerage is entirely legitimate. If a railroad makes a reduced 
rate for any class of tickets, it ought to make no difference to it who uses the ticket or 
any part of it. The supreme court of New York has held that this was a normal busi- 
ness, and that if a railroad company undertook to carry the holder of a ticket from 
one place to another for a given rate, it cost no more to carry one person than another. 
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Mr. lindenberger denies the weight of the charges that brokers sell forged and fraud- 
ulent tickets and tickets with altered dates, and that they resort to other illegitimate 
practices, such as persuading conductors not to cancel tickets, but to sell them. He 
asserts that instances of fraud are extremely rare, if they occur at all. The American 
Ticket Brokers’ Association, which includes 336 members, has in its constitution a 
declaration that no member shall engage in any practice which shall bring discredit 
upon the profession. Unless by specific contract with the passenger in writing, mem- 
bers must guarantee to passengers that their tickets will be honored. Mr. Linden- 
berger asserts that no member of the association has ever been arrested for fraud or 
charged with it, and that even railroad officers will certify to the high character of 
these brokers. He adds that the charges brought against ticket brokers by railroads 
are not usually specific, and seldom mention names. 

This witness denies also that there is any general public antipathy to the business 
of ticket brokerage. He asserts that the petitions, and the resolutions of commer- 
cial bodies, brought to l)ear by railroad companies in advocating legislation, are 
secured by great pressure and are not typical. The railroad companies themselves 
recognize that antiscalping laws are not popular with the masses. The agitation in 
favor of antiscalping laws has been most vigorously carried on by the railroad com- 
panies in recent years before Congress and the State legislatures, but they have suc- 
ceeded in inducing only ten States to pass these laws. In New York and Texas the 
laws have been declared unconstitutional, and in the other States they are dead 
letters. The witness asserts that newspapers which attack ticket brokers are directly 
inspired by the railroads, many of their articles being in almost identical form, and 
that many other leading papers have defended the brokers. Labor organizations 
also are almost uniformly in favor of permitting brokerage. The witness would be 
willing that the Government should require a license for ticket brokers, and sub- 
mit them to any reasonable regulations, but he does not think that the prohibition 
of the practice is justifiable or constitutional. 

GOVERNMENT OWNERSHIP OF RAILROADS AND PUBLIC UTILITIES. 

Prof. Frank Parsons, president of the National Public Ownership League, presented 
before the Industrial Commission an elaborate argument in favor of the Government 
ownership of public utilities in general, and with especial reference to railroads, tele- 
graphs, and telephones.* The general arguments which he brings forward apply, 
in his opinion, with somewhat varying degrees of emphasis, to all these classes of 
public utilities, as well as to gas and electric lighting plants, street railways, and 
other similar enterprises in cities. Officers of railroads give little testimony on this 
subject, apparently considering Government ownership of railways not a live question 
at p^ent. The discussion of telegraphs, telephones, and municipal monopolies in 
particular in which several other witnesses take part is summarized below. 

Oeneral principles and scope of Government ownership . — Professor Parsons holds that 
the relative merits of public and private ownership of railways and other utilities 
must be judged not merely by rates and costs of operation, nor by financial results, 
but by the general effect on civilization, government, and progress. He says that 
under private ownership material interests alone are considered, and that the inter- 
ests of the owners of the utilities are the first aim, often to the great injury of the 
public. Not merely do excessive rates r^ult from this aim, but there are many 
other evib, such as discriminations between individuals and places in the charges 
and quffiity of service, overcapitalization and stock speculation, ill treatment of 
abor, disr^;^ of public safety, etc. On the other hand, under Government owner- 
ship, according to this witness, the aim in the operation of public utilities should be 
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to serve the interests of the whole people and not to make money, and in countries 
where that system is most highly developed the results have shown that this aim is 
actually constantly operative in the management. 

Rates and costs of operation under Oovemment and private service —Ihroieeeor Parsons 
asserts that the general principle of rate-making under private ownership of natural 
monopolies is to fix the charges at the point that will secure the maximum profit, 
which is not usually the point either of lowest cost of operation or of maximum use of 
the service. Public ownership seeks a lower rate level with a view to reducing the 
cost to the lowest possible point by increasing the service, the endeavor being to render 
the maximum service at the lowest cost of profitable operation. The witness points out 
numerous instances in which governments have taken over the operation of railroads, 
telegraphs, and other enterprises, and have immediately reduced the charges greatly 
as compared with those formerly prevailing. He also compares the average rates 
for hauling a ton of freight a mile in the United States and leading European coun- 
tries, as well as the average rates per passenger mile. These figures show the rates 
on passenger traffic in Europe from one-fourth to one-half less than in the United 
States, but American rates on freight traffic from 40 to 70 per cent lower per ton- 
mile than in the European countries named. 

It is held, however, that the comparison as to freight rates is greatly affected by 
the much longer haul of each ton of freight in the United States, more than double 
the average haul in most of the other countries. Terminal charges, being an impor- 
tant element of cost, are proportionately less per ton per mile in the case of the 
longer haul. The witness declares also that proper comparisons as to charges are 
entirely impractical because of the extremely wide difference in conditions of cost 
as between different countries. Even if it be shown that the service is more efficient 
and cheaper in the United States, this would be largely due to the superior ability 
of American workingmen and business managers, a superiority which shows itself 
as much in contrast with private enterprises abroad as with public enterprises. The 
only fair comparisons are within a single country, and the fact that countries which 
have gone to public ownership are all uniformly satisfied with it and tend con- 
stantly to extend its scope shows that it is the best system. Professor Parsons holds 
also that there are numerous and important economies attached to unified man- 
agement by government and to coordination between different forms of public serv- 
ice. He believes that by the savings secured in this manner, and by avoiding the 
payment of interest on overcapitalized securities, the United States could save 
$600,000,000 yearly to the people by public management of railroads. 

Public ovmership in relation to politics.— Profemor Parsons believes further that 
instead of increasing the danger of political corniption Government ownership of 
public utilities tends to reduce it. He declares that the powers now exercised by 
quasi public corporations, such as railroads, are essentially sovereign powers. Their 
charges, not being subject to competition, in many instances are virtually taxes. 
Their ability to influence the prosperity of individuals and communities, to qualify 
the effects of a protective tariff by excessively low import rates, etc., shows the 
necessity of public regulation. Moreover, at present the corporations operating these 
public utilities are constantly tending to corrupt legislative bodies and public officere, 
national. State, and municipal, in order to secure franchises and other advantages. 
Finally, the tendency of private ownership of railroads and other similar enterprises 
is to build up great private fortunes, thereby introducing a degree of industrial 
inequality which is inconsistent with democracy in political methods and in education. 

This witness does not fear greatly the political dangers arising from an increase 
in the number of civil servants through an extension of Government ownership. He 
would apply strict methods of examination for entrance into service and for pro- 
motion. While he would favor the granting of very favorable conditions of employ- 
ment to Government servants, he does not think that this would constitute the 
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unjust establishment of a favored office class. He does not believe that the office- 
holders would be a lai^e enough proportion of the population to exercise a dangerous 
political influence at the polls, nor that their own liberty would be abridged through 
the influence of party leaders and superior officers. He points to New Zealand, the 
English cities, and other governments which have greatly extended government 
ownership, as showing the possibility of minimizing or eliminating these evils. 

DemaMlUy of gradual mwement toward Ooverninent ownership.— In spite of his argu- 
ments as to the teneflts of Government ownership, Professor Parsons does not believe 
that the United States is ri{)e as yet for public ownership of railroads. We need to 
become more thoroughly democratic in government, to secure for the people more 
genuine control over public affairs l)eforo greatly increasing Government ownership. 
It would, however, be desirable at an early day, if not immediately, to acquire the 
telegraph and telephone, and municipalities should move steadily toward the public 
ownership of municipal utilities. The witness believes that there is a very rapid 
growth of sentiment in favor of public ownership, and asserts that in this as in other 
countries the actual extent of public functions is steadily increasing. In his judg- 
ment the best way for the Government to acquire the telegraph or the railroads 
would be to begin by buying up or constructing a part of the system, and then gradu- 
ally to extend the scope of the public ownership. He would favor paying to the 
owners of the present plants the full value of their plants as indicated by the market 
prices of securities, even although in many instances the enterprises are greatly 
overcapitalized. 

The question as to the proper basis of charges for the service of public utilities is also 
discussed by this witness. He asserts that it is not necessarily a universal economic 
principle that the charges should be sufficient to pay the costs. It may be that the 
great extension of the use of the service would be of sufficient general advantage in 
promoting intelligence, civilization, and happiness as to justify the reduction of 
charges below cost while making up the deficit through taxation. The movement 
of Government service in the past has. been steadily toward doing away with the 
principle of payment by the individual as regards services which are most essential 
to the general welfare. The witness thinks, however, that in general at the present 
time the charges for the ordinary so-called public utilities — railroads, street railways, 
lighting plants, telegraphs, etc.— should, under Government management, be suffi- 
cient to cover the cost of operation, and that these plants might even be required to 
contribute taxes toward the general public administration, as they have done under 
private ownership. 


TELEGRAPH BUSINESS. 

Professor Parsons^ and Messrs. RandalH and Roberts,® the latter two representing 
the International Typographical Union, appeared before the Industrial Commission 
as advocates of Government ownership of telegraphs, while Mr. Hitchcock urges the 
adoption of the same system, especially in connection with the use of improved 
methods of automatic operation, such as the system invented by Mr. P. B. Delany. 
Mr. Clark,* vice-president of the Western Union Telegraph Company, and Mr. 
Chandler,® president of the Postal Telegraph Company, gave testimony on the same 
subject. 

Alleged excessive capitalization and charges. — It is admitted that the telegraph busi- 
ness of the country is practically all carried on by the two companies just named, and 
that ^ey work more or less in harmony with one another. While they have no 
definite understanding or agreement fixing rates, there is an understanding that 
secret reducUons in rates shall not be made; and at the time the agreement was first 
established, in 1888 , certain specially low rates which had previously prevailed were 
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abandoned. Representatives of the companies assert that in most more important 
places there is, in a sense, competition between them. A table submitted by Mr. 
Clark, however, shows that average receipts per message have not been reduced since 
1888. Mr. Chandler believes that unified ownership of the entire system would be 
preferable from the point of view of economy, but that the public opposition to 
monopoly would not make it good policy. 

The advocates of Government ownership assert that the charges of the telegraph 
companies are extortionate as compared with the rates in European countries and as 
compared with the actual cost of operation. It is charged especially that the W estem 
Union Telegraph Company is enormously overcapitalized. Its present capitaliza- 
tion, including stocks of minor companies which it has guaranteed, is $135,000,000. 
These witnesses point out that from time to time since 1858 very large stock dividends 
have been declared by the company, and they hold that at the time of the various 
consolidations with other companies the stocks have been increased entirely out of 
proportion to the value of the new property taken in. They maintain that the 
growth of the system has been almost wholly paid for out of earnings, while at the 
same time ample dividends on inflated capitalization have been earned. It is 
asserted that at the maximum the lines of the Western Union Company could be 
duplicated for $30,000,000. In Ohio, when the attempt was made to increase the 
assessment of the company’s lines, it took the matter into court and claimed that 
the average cost per mile of poles in that State, with all the wires, including stations 
and equipment, was only $103, which would make the 190,000 or 200,000 miles owned 
by the company worth about $20,000,000. One witness also quotes figures from the 
reports of the Western Union Company showing the cost of constructing of the total 
amounte of line added in certain recent years to have been less than $100 per mile 
of poles and $50 per mile of wire. He also refers to statements of telegraph experts 
to somewhat similar effect. 

Mr. Clark denies emphatically that the Western Union Company is overcapital- 
ized. He says that the capitalization of the company amounts to $645 per mile of 
poles and $130 per mile of wire. He asserts that to say that lines could be repro- 
duced for $120 or $130 per mile is preposterous. On many lines there are very many, 
sometimes as many as 200 wires, which greatly increase the cost, while terminals 
and underground construction in cities are very expensive and must be included. 
At the same time the witness declares that it is impossible to state the average cost 
of constructing a mile of poles with one wire because of the great difference in local 
conditions. The company has spent from $50,000,000 to $60,000,000 in renewals and 
reconstructions since 1866. Mr. Clark also compares the capitalization of the Ameri- 
can lines with those in Great Britain, showing that the capital outlay of the British 
Government is about twice as great per mile as that of the Western Union Com- 
pany. On this point, however, Professor Parsons remarks that the British Govern- 
ment when it bought out the lines from private companies paid four times as much 
as they were worth. 

The rates for commercial telegrams in the United States are all based on the mes- 
sage of ten words, the address and signature being sent free. The rates between 
New York and Philadelphia and a few other near and important centers are 20 cents 
for a ten- word message, with 1 cent for additional words. From New York to adja- 
cent States, within New England, and within many of the more densely populated 
States, the rate is 25 cents, with 2 cents for extra words. From this, rates range up 
to $1.07, to the Pacific coast. The average receipts of the Western Union Telegraph 
Company, for messages of all lengths and covering all different distances, during 1900 
were 80. 8 cents. 

The rate per word for messages in Great Britain, from any point to any point, 
regardless of distance, is stated to be 1 cent, the minimum charge being 12 cents, 
and the average receipts for messages of all lengths actually sent being 15i cents. 
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Hw Tate in France ia 1 cent per word, minimum charge 10 cents, and average 
receipte for all messagea 15J centa. In Gennany the ordinary rate per word ia U 
oenta, and the minimum charge 12 cents. The rates in Belgium and Switzerland 
are very much lower still, while those in Austria are practically the same as in 
Prance. 

Mr. Clark gives practically the same statements as to actual rates as witnesses who 
favor government ownership. He claims, however, that by sending the address 
and signature free the Western Union Telegraph Company handles on the average 
21 words for a 10-word message, and that the rate for an equal number of words in 
European countries, where every word is charged for, would be usually about 21 
cents, while in many parts of the United States, including distances as great as can 
possibly be reached within many of the European countries, the rate is 26 cents. He 
asserts especially that the average distances to which messages are transmitted in 
these foreign countries, with their dense population, are much less than in the 
United States, and that distance is an imi)ortant factor in estimating cost, especially 
because of the interest on the lines. On this latter point Professor Parsons asserts 
that the interest can not greatly affect chaiges, on the basis even of the high capital- 
ization of the Western Union Company. He also declares that the proper basis of 
comparison is not the cost of sending a possible 21 words on a 10- word rate — though 
he quotes earlier statements of telegraph ofljcers to show that the average number of 
words sent in the United States is considerably less— but the number of words actu- 
ally sent per message. The average numt)er for all messages in Great Britain is only 
16. The actual average receipts for all messages, he says, are at least twice as great 
in the United Statet as in most European countries. 

Mr. Clark also calls attention to the fact that the British Government’s telegraph 
has been operated at a deficit constantly, the aggregate deficit since 1870 being nearly 
$40,000,000. This deficit he attributes to the unduly low rates, and especially to the 
attempt to reach small and inaccessible places where business does not pay. To this 
it is replied that there is no certainty as to the correctness of the division of 
expense between the British post-office and telegraph departments; that the deficit 
is largely explained by the excessive price paid for the lines bought out by the Govern- 
ment, entailing a heavy interest charge; and finally that the British Government has 
added each year to the operating expenses the cost of extensions and improvements, 
which are represented, in the case of the American companies, by new capital. If 
these expenses for construction be omitted, according to this witness, the total British 
deficit is very small, and in many years there has been a profit. 

Mr. Clark also compares rates from various European capitals and leading cities to 
leading cities in other oountries and shows that they are much higher than rates for 
certain corresponding distances in the United States. Other witnesses, however, 
declare that comparisons of international rates, where messages must pass over 
the lines of different countries, are not fair, but that only internal rates should be 
compared with internal rates in the United States. 

Mr. Clark declares finally that the Western Union Telegraph Company has con- 
stantly endeavored to reduce rates as rapidly as possible with due r^rd to earning 
a reasonable profit. He points out very great reductions in rates, especially to more 
distant points, since 1866, attributing this reduction especially to the consolidation of 
previously separate lines. A table submitted by Mr, Clark shows the average tolls 
received per message by the Western Union Telegraph Company since 1868. These 
figures are obtained by dividing the total receipts of the company from ordinary 
messages by the total number of ordinary messages, so that the average includes 
messages of all lengths sent for all distances. The average tolls received in 1868 were 
$1,047 per message. By 1875 the average had fallen to 54 cents and by 1880 to 38.4 
cents. The average receipts in 1886 were 32.1 cents; in 1887, 30. 4 cents. The receipts 
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rose in 18ft0 to 32.4 cents. Since 1895, when the average receipts were 30.7 cents, 
there has been practically no change from year to year. 

Mr. Clark declares that while further reduction in rates would doubtless increase 
business, it would not be profitable, because the wires are already being used at 
their full capacity. It is asserted, on the other hand, that Postmaster-General 
Wanamaker was led to l)elieve that a uniform 25-cent rate throughout the country 
would be largely profitable to the telegraph companies and that a 10-cent rate would 
be possible under Government ownership by operation in connection with the 
postal system. One witness also asserts that the manager of the former Baltimore 
and Ohio Telegraph Company said that it operatc*d at a profit while charging only 
10 cents for many shorter distances and 15 cents between New York and Chicago. 

General anjumenl for Government ovmerehip. — The advocates of Government owner- 
ship, Mr. Randall, Mr. Roberts, and Professor Parsons, base their argument chiefly 
upon the possibility of reducing rates if the Government should take over the service 
and consider the interests of the public rather than the earning of dividends on an 
excessive capitalization. They maintiin that it is the i^onstitiitional right, and even 
duty, of the Government to control the means of communi<*ation by telegraph as well 
as by the mails. They assert especially that there would be great economy from 
combining the telegraph with the post-ofiice, since the oftices could be in the same 
buildings and, in many cases, the same employees could carry on both classes of 
servi(!e. It is held that the success of the Government in administering the postal 
system is sufficient evidence of its ability to manage the telegraph, and that the 
experience of leading countries the world over, nearly all of which have brought 
the telegraph under Government oi)eration, is in favor of the introduction of that 
system here. 

Mr. Chandler, of the Postal Telegraph Company, is disposed to think that the 
Government could probably operate the telegraph successfully, and that this would 
be especially true if it were able to secure an efficient civil service. Mr. Clark, on 
the other hand, believes that Government operation would result, as it has in Great 
Britain, in a deficit, and that the service would be unsatisfactory. He asserts that 
there is a marked difference l^etween the i)OHt-oftice and the telegraph. The post- 
office authorities make use of private means of transportation, so that little capital is 
involved, while the extension of the telegraph involves a large capital investment. 
This witness holds that there would be little economy from combination of the post- 
office and the telegraph, since in most small places the jwstmasters would not be 
skilled operators. There would be a constant temptation under local pressure to 
extend lines to places where they would not be profitable, while the increase in the 
number of employees in the civil service would lead to abuses. 

Witnesses who favor Government ownership assert that most of the Postmasters- 
General since 1844 have favored the postal telegraph. 

Alleged discrimmatiom and other abiises.—The advocates of Government ownership 
further maintain that the Western Union Telegraph Company is mainly responsible 
for the alleged news monopoly possessed by the Associated Press. Itis char^ that 
the telegraph company serves the papers of the Associated Press at very much lower 
rates than it serves individual papi‘rs or small groups of papers on a circuit, and that 
no newspaper can secure the services of the Associated Press without the consent of 
the newspapers in the city or town which are already members of the association, so 
that virtually a monopoly is maintained whhdi reduces the number of newspapers 
published and thus injures the public and especially the printing craft Mr. Randall 
and Mr. Roberts of the Typographical Union especially insist on this point. 

Replying to these charges, the vice-president of the Western Union Company 
asserts that newspaper rates are of different classes in consideration of the time and 
character of the service and especially of the number of papers in a circuit and the 
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distances. He asserts that every newspaper or association of newspapers has the 
same privileges as others under similar conditions. If there be’ any monopoly in 
the handling of news, it is the fault of the Associated Press itself and not of the 
telegraph company. 

Witnesses also complain that the telegraph company discriminates in the handling 
of messages, favoring especially the brokerage business and in some cases the news- 
paper business. Iri8tance.s of long delay in the transmission and delivery of private 
messages are presented. It is replied by the officers of the telegraph companies that 
there is no precedence given to any class of business except Government busiiless, 
but that many brokers and others have leased wires over which the telegraph com- 
panies have no control. 

The advocates of Government ownership further maintain that the system of grant- 
ing franks to public officers is a serious abuse, tending to influence the action of such 
officers in regard to the telegraph business. They also assert that there are personal 
discriminations in giving telegraph franks to private individuals. Mr. Chandler 
admits that franks are given to many public men in the national, state, and local 
governments, and that he would be glad to see the system done away with, Mr. 
Clark asserts that these franks to public officers are granted merely as a matter of 
I)ersonal courtesy and do not represent any quid pro quo. 

It is also argued by advocates of Government ownership that the Western Union 
Telegraph Company tends to suppress progress in the telegraph business by refusing 
to make use of new inventions in many instances, and by practically preventing, 
through its monopoly, the introduction of such improvements by others. Reference 
is made especially to the systems of machine telegraphy which have recently been 
invented, and which transmit messages at extremely high speed. To these charges 
the vice-president of the Western Union Company replies that the company has 
steadily improved its service, and that it makes use of all inventions which are really 
advantageous and profitable. 

iMbor condilwns in the telegraph Imhme.—m. Clark holds that the higher cost of 
labor in the United States materially increases the cost of handling the telegraph 
business in this country as compared with other countries. On the other hand, the 
advocates of Government ownership maintain that the Western Union Company 
pays extremely low w^es and treats its employees very badly in every way. They 
assert especially that many women are employed, and that, because of the oversupply 
of female labor, the company pays them very much lower rates than are paid to men 
for the same service. It is said, further, that a very general strike of telegraph opera- 
tors in 1883 was caused by the low wages, but that it was unsuccessful, and that 
wages have since remained unchanged. These witnesses further assert that the 
Western Union Telegraph Company is strongly opposed to labor organizations; that 
after the strikes of 1870 and 1883 it required its employees to take oath that they 
were not members of such organizations, and that practically the same attitude is 
maintained at present. 

Mr. Clark declines to di^uss the attitude of his company toward labor organiza- 
tions, but says that the company is always ready to deal with its employees directly, 
and he supposes that they are satisfied. He says that wages were not reduced during 
hard times, and have varied little since 1883. He holds that women are paid as 
much aa men where they do the same work, but that they can not usually do as 
heavy work as the men. Mr. Chandler, of the Postal Company, says that the aver- 
age salaries of operators of that company are about $60, and that wages have changed 
little in fifteen years. He says that a first-class operator in Great Britain receives 
about $65 per month, but that he begins at very low rates and that the increase is 
slow. 
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THE TELEPHONE SYSTEM.' 

Professor Parsons, in his general alignment in favor of government ownership of 
natural monopolies, refers to the telephone system, holding that all the arguments 
which apply in favor of Government ownership of telegraphs apply to the telephone 
as well. This witness believes that the trunk lines of telephones should be operated 
by national governments, while the local systems could, perhaps, be most con- 
veniently operated by the municipalities. The vice-president and general manager 
of the American Telegraph and Telephone Company submitted an affidavit to the 
commission, tracing the history of the development of the telegraph and disciLSsing 
somewhat the question as to the reasonableness of existing rates. The general man- 
ager of the New York Telephone Company, Mr. Bethell, presents an elaborate dis- 
cussion of telephone rates and the character and amount of service in this country and 
in foreign countries. 

It appears from the testimony that the American Telephone and Telegraph Com- 
pany has now practically absorl^ed the Bell Telephone Company, having exchanged 
two shares of its own stock for each share of the stock of the Bell Company. The 
American Telephone and Telegraph Company is popularly known as the Long Dis- 
Uince (\)inpany, and prior to the amalgamation with the Bell Company its business 
was apparently confined chiefly to trunk-line service. The capital of the American 
Telephone and Telegraph Company on .July 1, 1001, consisted of $94,237,500 of stock 
and $16,000,000 of collateral trust 4 per cent bonds. The receipts of the company in 
19(X) were $9,534,499, of which $3,846,821 was from the dividends of subordinate 
companies, $2,427,037 from the renbil of instruments (royalties chiefly), and 
$3,027,171 from telephone traffic, the latter item apparently representing practically 
the receipts from the long-distance business. The company paid in 1900 a dividend 
of $4,078,601 and carried $1,407,456 to reserves and surplus. It is also stated that 
the entire expenditure of the American Telephone and Telegraph Company and of 
the various licensees operating under it for the construction of plants has been 
$168,474,517. 

Professor Parsons asserts that the telephone rates in the United States are very 
generally excessive, especially where the system is controlled by the American Tele- 
grajih and Telephone Company and its sulwdinate companies. He states that the 
rates in New York City range from $90 to $240 per year for the use of the telephone, 
while in Berlin the unlimited rate is only $36 (lately advanced to $45) . Washing- 
ton, D. C., has rates ranging from $36 to $1.35 (1898), while the average rate in 
Stockholm, a city of about the same size, is $20. The average rate in Paris is stated 
by this witness to be $78 (.500 francs), while Mr. Bethell says that the Paris rate is 
about to b(; reduced to 300 franc’s. Professor Parsons also says that an independent 
telephone company in Boston and adjacent territory is operating at about half the 
rate charged by the Bell Company; that a small cooperative company in Grand 
Rapids, Wis., with 300 subscribers, charges only $1 jx!r month for residence service 
and $2.25 per month for business service, while paying large dividends to the sub- 
scribers, who are also the shareholders, and that other independent companies are 
making low rates. 

This witness holds that from $8 to $15 per year is a fair charge for telephone service 
in a small town. It is recognized that in largercities a higher rate is necessary, although 
he believes that in many cases it would be wiser for the telephone companies to 
reduce their charges with a view' to the economy of increased service, since up 
to a certain limit the amount of service can be increased without requiring addi- 
tional apparatus and operators. He declares further that one reason for the excessive 
charges of the telephone companies is that they are greatly overcapitalized. The 
Bell company which operates in Boston and other Massachusetts cities has a capital 
of more than $300 for the line of each subscriber, whereas the independent company 
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above referred to has an equally good system at a capital cost of less than $100 per 
subscriber’s line. With regard to long-distance service this witness states that the 
rates in Europe are much less than in the United States, While it costs $1.25 for 
a five-minutes’ conversation between Philadelphia and Washington, for a correspond- 
ing distance in England the charge would l3e 48 cents, and in France 30 cents; and 
corresponding differences exist for longer distances. 

The representatives of the telephone interests present evidence in defense of the 
reasonableness of American telephone charges. It is stated that the long-distance 
rates are usually on the basis of three-fifths of 1 cent per mile for a conversation of 3 
minutes. In the local exchanges the system of message rates is gradually supplant- 
ing that of unlimited rental rates, and these witnesses hold that it is much fairer to 
subscrilxjrs that they should pay a certain minimum amount per year, with an added 
charge for each message above a certain number, rather than that all subscribers 
should pay the same rates. Message rates are considered especially desirable in large 
cities. It is asserted also that the constant changes in telephone methods necessitate 
numerous reconstructions and other expenditures. In large cities, especially, the 
growth of the business makes frequent modifications in the plants essential to the 
successful operation, while at the same time the increase in the number of subscribers 
increases the running expenses in much more than equal proportion. In New York 
City, for example, it becomes necessary to have numerous branch exchanges con- 
nected with one another by trunk lines, and the process of connecting one subscriber 
with another becomes highly complicated, requiring an elaborate plant and a large 
amount of labor. 

Witnesses representing the telephone companies also hold that comparisons with 
European countries are likely to l^e misleading. They assert that the lower wages 
and lower costs of material in European countries must be taken into account; and 
they hold furthermore that in none of the European systems is the service equal in 
quality with that in the United States. Mr. Bethell declares that by the adoption of 
the message-rate system in New York the average cost of telephones to subscribers 
has been reduced, and now amounts to only about $85 a year, although the unlimited 
rate for business telephones is still $240. This average rate of $85, according to this 
witness, is the proper rate to be compared with the European charges which are 
nearly all on the unlimited system. It is replied to this, however, that the average 
is obtained by counting each separate telephone on the many small private branch 
exchanges, which have usually only a single line, while European figures ordinarily 
relate to the separate line service. 

Mr. Bethell enters into a detailed discussion of the system in each European coun- 
try, stating the rates and the nature of the service. He asserts that in no European 
country has the telephone service been extended as widely as in the United States, 
and he attributes this fact largely to the government ownership of the European 
systems. There are 20 American cities with a population of 200,000 or more, and 
in these, on an average, there are 21 telephones for each 1,000 people. In Europe 
there are 44 cities of corresponding size averaging only 13 telephones per 1,000 
people. The development of the telephone in many of the European countries is 
confined almost altogether to the capital and a few of the largest cities. To this 
argument it is replied, however, that the most favorable examples have been chosen 
for comparison, and figures as to other American cities are given which compare less 
favorably with those abroad. Great Britain is the only European country in which 
private operation of the telephone exists, and Mr. Bethell asserts that the Govern- 
ment has so interfered with the operation of the private company in many ways that 
its success can not be properly compared with that of other systems. The London 
. 4te chaiged by the private company for a business service is $100 flat, and the resi- 
vlence rate is $60. It appears that the British Government is on the point of open- 
ing a public exchange in London, and has authorized municipalities to establish 
their own plants. Glasgow is about to install a municipal telephone system. 
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MUNICIPAL PUBLIC UTILITIES. 

Prof. Parsons,^ in connection with his general argument in favor of Government 
ownership of railroads and other public utilities, especially advocated the municipal 
ownership of gas, electric-lighting, and street-railway systems and similar public 
utilities. Prof. Berais* also presented arguments in favor of municipal ownership 
before the commission, while Mr. A. D. Adams,* a civil engineer of Boston, under- 
took to show that the municipal electric plants in Massachusetts have worked more 
satisfactorily than private plants. Mr. Foote,* editor of Public Policy, is inclined 
to oppose municipal ownership, but to favor the auditing of the accounts of private 
corporations for the purpose of securing complete publicity and uniformity of accounts. 

The argument in favor of public ownership, as stated by the witnesses above named, 
is based on the assumption that such municipal public utilities as street railways, 
gas and electric light, and water supply are natural monopolies, and that they fur- 
nish such necessary service as to make them essentially public in character. Jlfforts 
to maintain competition in furnishing these services, it is held, have failed in almost 
every city, and they are now supplied by great consolidated cori)orations. There is 
even a tendency, these witnesses assert, for single corporations to get control of 
different classes of utilities in the same city, while in other cases a single corpo- 
ration controls plants of the same class in many different cities. It is argued that 
under these carcumstances there must either ))e thoroughly effective regulation of 
the private corporations operating these utilities, or public ownership. 

In support of these assertions these witne.s8ea maintain that the capitalization 
and charges of private corporations furnishing these services are usually excessive; 
that there is little or no connection between the capitalization and the actual 
cost of constructing plants, capitalization being based upon the power to earn 
dividends at excessive charges. It is pointed out that the statistics show that 
the capitalization of street railways in Massachusetts, where careful restrictions exist 
to prevent the watering of stock, is from one-half to two-thirds less than in the other 
States of the Union. On this subject, however, Mr. Foote says that there are very 
great differences in the costa of construction in different places, so that comparisons 
are apt to be somewhat misleading. Professor Bemis declares also that a capital- 
ization of $3 or $4 per 1,000 feet of annual product of gas is considered ample to 
cover the real value of plants, but that the average capitalization of gas companies 
in large cities in the United States is about $9 per 1,000 feet. 

As regards prices, it is asserted that the statistics of the United States Department 
of Labor show that the average operating cost of manufacturing gas is only 46 cents 
per 1,000 feet, while if taxes, depreciation, and interest be added, on the basis of 
legitimate capitalization, the cost will be brought up to 86 cents, whereas the average 
price charged by the large gas companies is $1.14. Witnesses also maintain that the 
cost ot electric lighting by municipal plants is much lower in most instances than 
the charges made by privately owned plants. Statistical comparisons covering the 
municipal plants in Chicago, Detroit, and Allegheny and other cities are submitted 
to prove this statement. An elaborate comparison between municipal and private 
plants in Massachusetts is made by Mr. Adams. He declares that, if the municipal 
plants be credited for electric light furnished for public purposes at the average 
rates paid for public lighting to private companies in Massachusetts towns of corre- 
sponding population, it will be found that the municipal plants make earnings, after 
providing for depreciation and all operating expenses, equal to 12.7 per cent of the 
wtual investment. In all the cities of the State (with a few minor exceptions) hav- 
ing private plants, the earnings amount to only 10.2 per cent of the capitalization, 
and this witness believes that, because of the regulations of the Massachusetts laws, 
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the capitalization of these plants represents actual investment. JWvate plants in citiee 
of smaller population, more nearly corresponding to those having municipal plants, 
show a still smaller proportion of earnings to capitalization. Mr. Adams believes 
that these statistics indicate greater efficiency in the operation of municipal plants 
than of private plants. He also shows that the actual cost of arc and incandescent 
lights per lamp hour in public plants is very much lower in most instances than the 
charges of private plants in cities of the same size. These figures are based on a 
careful calculation of interest and depreciation. 

It is also stated there has been a very rapid development in municipal ownership 
and that it has proved highly satisfactory, charges being reduced greatly and the 
operation being in many cases thoroughly economical. 

Mr. Foote criticises all such comparisons as those above set forth, on the ground 
that the accounts of corporations and municipalities are kept in such varying fash- 
ions as to make the results very uncertain. He asserts that municipal plants fre- 
quently fail to take proper account of depreciation and other expenses, and that no 
allowance is made for the taxes which must be paid by private plants. 

It is pointed out by witnesses that municipal ownership of public utilities has 
advanced much further in Great Britain than in the United States. They assert 
that the results in that country have been usually very satisfactory; that there is 
almost entire freedom from corruption and extravagance in the operation of munici- 
pal plants; that the conditions of labor have been improved, and that the charges 
have been reduced. The fact that monopolies can borrow at lower rates of interest 
than private corporations enables them to introduce improvements even more rap- 
idly than private corporations. The low fares on the street railways of Glasgow are 
especially referred to as illustrating the advantages of municipal ownership. 

Mr. Foote declares that the one object to be gained in the management of public 
utilities is the greatest benefit to the people. He would favor public operation pre- 
cisely to the extent that it can be shown that it is more economical to consumers 
than operation by private corporations. . He does not, however, believe that it is 
possible to obtain the same loyal and energetic effort on the part of public officers 
and employees as is displayed by the officers and employees of private corporations. 
He holds in general that the motive of private profit makes a corporation more 
efficient in its management than a public body, and that, if a proper system of regu- 
lation based on thorough publicity of accounts of private corporations should be 
introduced, the interests of the public could be properly safeguarded, allowing the 
corporation a reasonable profit on its actual investment. Before public operation is 
undertaken on a large scale, in the opinion of this witness, a system of uniform and 
public accounting, both on the part of private corporations and of municipalities, 
should be introduced, on the basis of which accurate comparisons as to costs of con- 
struction and operation will be possible. If then it shall become manifest that 
private corporations can not be effectively regulated and that public operation will, 
therefore, be more economical, this witness would favor municipal ownership. 

Mr. Foote, for other reasons as well, lays great stress on the desirability of uniform 
accounting and of supervision and examination of accounts by public authorities, both 
in the case of private corporations engaged in quasi-public service and in the case of 
all of the grades of public administration itself. Such a system, he declares, would 
prevent many frauds and abuses and would permit of accurate comparison between 
the results accomplished by different institutions. This witness holds, and the others 
testifying on the subject agree, that the essentially public nature of such enterprises 
as street railways, electric, gas, and water plants gives to the people the right to 
demand the most thorough publicity from private corporations controlling them. 
The experience of Wyoming, which has established a State examiner with power to 
inspect the accounts of all public bodies and institutions of Massachusetts in regula- 
ting gas, electric, and street-railway corporations by means of commissions which 
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require uniform reports and which have a considerable degree of authority over the 
issue of securities and over the charges,* as well as that of England, are referred to 
as showing the advantages of this system. 

Professor Bemis, in particular, thinks that the steps toward municipal operation 
should be taken gradually and with caution. The desirability of bettering the polit- 
ical conditions in cities, and the necessity of great improvements in the civil service, 
are emphasized. Two or three witnesses are inclined to hold, however, that the 
greater responsibility placed uponmunicipal governments will in itself tend to improve 
them. They assert that at present no little corruption in city government results 
from the interference of private corporations seeking franchises or privileges, while, 
on the other hand, politicians often exercise a demoralizing influence in the appoint- 
ment of employees of private corporations performing these services, and otherwise 
interfere with their successful and economical operation. Were these public utilities 
operated by the municipality, continues the ailment, the citizens would feel the 
greater importance to their own welfare of good government, and would insist on 
improvements in p<diti('al methods, and particularly in the civil service. 

Street-railway devciopmeni. — Hon. Charles Francis Adams, of Boston, who was 
recently chairman of a commission in Massachusetts of street-railway systems, 
expresses the belief that the introduction of' electricity has so greatly changed the 
nature of street-railway traffic as to demand entirely different legislation and meth- 
ods of granting franchises, and different methods of operating railroads from those 
which have existed in the past. Electric roads will more and more operate between 
different cities and through rural districts; they will use larger and faster cars and 
must therefore be usually built on private rights of way and not on the highways as 
at present; they will tend more and more also to carry freight traffic. Franchises 
must therefore be granted by State authorities in many instances. The witness 
thinks that probably indefinite franchises, subject to revocation at any time by 
proper authorities, will produce less friction than those which expire at definite 
times. He also states that European street railways are far behind those of the 
United States, and that whatever progress they make is in the way of copying Ameri- 
can methods. He attributes this in part to the undue restriction upon the private 
companies imposed by municipal authorities.* 

RAILWAY LABOR. 

The subject of railway labor is discussed almost exclusively, so far as the present 
volume is concerned, by Mr. Fuller,* the legislative representative of the brotherhoods 
of railway employees. For statements of railway offic^ers as to labor conditions ref- 
erence should be made to Volume IV of the Reports of the Industrial Commission 
(Transportation). 

CondUwns of enlering employmerU — Blacklisting. — Mr. Fuller states that some of the 
rules of the railways as to the terms of entering employment are very unjust. In 
some cases, despite legislation prohibiting it, the railways discriminate t^inst labor 
organizations. They frequently require severe physical examinations, and reject 
applicants for minor defects often caused by injuries received in faithful service. 
The witness especially complains that the practice of blacklisting still exists, although 
perhaps slightly reduced in extent by legislation. After the great strikes of 1894 
many employees were blacklisted. At present, according to this witness, it is the 
practice of the railroads, before engaging a man, to write to his former employers as 
to his record, giving him in the meantime, perhaps, a probationary employment. 
Railway officers, he asserts, often pursue their former employees vindictively purely 
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on personal grounds. Mr. Fuller thinks that legislation should be enacted prohibit- 
ing railroad companies from furnishing any record of an employee to another com- 
pany, whether by private letter or otherwise. 

Mr. Fuller also l)elieves that railroad officers often treat their employees unjustly 
in the matter of discipline and discharge, and that legislation should provide that 
employees be permitted to see and hear evidence against them, and that specific 
reasons in writing should be given for their discharge. ‘ 

Relatims of employers and employees } — Mr. Fuller states that the more skilled rail- 
way employees are organized in strong brotherhoods, some of which include nearly 
all of the employees on many railroads. J^y means of these brotherhoods much 
better conditions of labor have been obtained. The less strongly organized employees, 
like the telegraphers, have lower wages and worse conditions. Railroad com- 
panies usually deal with the officers of the brotherhoods regarding wages and other 
conditions of labor, and often enter into joint written agreements. These organiza- 
tions have tended to reduce the number of strikes and to make their conduct more 
peaceful. The witness thinks that the judiciary has ofttui been unjust in the treat- 
ment of railway employees in (‘onnecdion with strikes, and that unfair advantage is 
taken by the railroads of the fa(d. that they transport the mails. 

Mr. Fitzpatrick,* of the Brotherhood of Railroad Trainmen, testified before the 
commission in April, 1900, regarding alleged discriminations on the part of the 
Reading Railroad Company against organized lalK)r. He stated that this company 
had always been opposed m the railroad brotherhbods and had refused to deal with 
their officers. The employees of the railroad have not generally been organized, 
though a few have secretly belonged to the Brotherhood of Railroad Trainmen. 
Shortly before the witness’s testimony, he declares, a number of these members were 
discharged by the railroad, and also a number of men who were about to form a new 
lodge at Shamokin. The officers of the Reading Railroad refused to discuss with 
the men the reason for their discharge. They also stated to the Industrial Commis- 
sion that they had no affidavits to present. on this subject. 

Employers^ liabUity,~Mr. Fuller asserts that the common-law doctrine regarding 
employers’ liability, as interpreted by the American courts, is particularly unjust 
to railway employees. In a few States legislation has been enjicted which extends 
the liability of railroads somewhat, particularly providing that certain classes of 
employees shall not be considered fellow-servants in the determination of liability. 
The witness believes that these laws do not go far enough. The coinrnon-law doctrine, 
which exempted the employer from liability for injuries caused by the acts of fellow- 
servants, has, in the opinion of Mr. Fuller, become absolutely unjust under present 
conditions where the einployw knows nothing of the character of the hundreds and 
often thousands of fellow-employees, many of whom, especially on railways, are 
engaged in entirely different branches of the service from himself. The witness 
cites numerous decisions of the courts, particularly in Pennsylvania, holding various 
classes of employees to be fellow-servants rather than vice-principals of the employer. 
He believes that there should be no discrimination between passengers and employees 
as regards the liability of railroads for injuries. The laws and court decisions m 
different States are exceedingly conflicting and unintelligible, and Mr. Fuller holds, 
therefore, that Congress should enact legislation greatly extending the liability 
of interstate railways for injuries.® 

Railway relkf OMociatims.—MT, Fuller makes an elalwrate attack upon the system 
of relief departments maintained by several railroads, notably the Pennsylvania, 
Baltimore and Ohio, Reading, and the Plant System. These departments are sup- 
ported in whole or in large part by the payments of employees, deducted from their 
salaries by the companies. They pay benefits in case of injury or death from accident. 
The witness asserts that while membership in these organizations is claimed by rail- 
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witaees, make membership In the relief department a condition of entering employ- 
ment, while replies from numerous lodges of railway employees on these railroads 
assert that those who were in service at the time the system was started were put 
under pressure to become members. Similar replies from organizations on the rail- 
roads, which do not absolutely require membership in the relief department as a 
condition of employment, assert that the applicant is virtually given to understand 
by the oral remarks of officers that he must join the department. The secret^ of 
the Chamber of Commerce of Pittsburg, however, asserts that membership in the 
relief department on the Pennsylvania lines is entirely voluntary.* 

Mr. Fuller especially complains that it is unjust for the railroads to require, as they 
invariably do, that the employee who accepts compensation for injury from the relief 
department must sign a contract to exempt the railroad company from all other legal 
liability for damages on account of injuries. He asserts that the one motive of the 
railroad company in establishing these departments is to save money by freeing them- 
selves from damage suits. The employees, he says, pay at least five-sixths of the 
cost of insurant, and sometimes all of it, and it is unjust, therefore, that they should 
be required to release the railroad company from financial liability. In support of 
his statement regarding the cost of insurance in these departments the witness com- 
pares in detail the rates charged by the Plant System for insurance in its relief depart- 
ment with those charged by an old line accident insurance company and those of the 
Brotherhood of Locomotive Engineers. These comparisons tend to show that the 
Plant System charges much more for equal benefits than either of the organizations 
compared. 

Mr. Fuller further asserts that the system of relief departments is strongly opposed 
by railroad employees, and particularly by the organized brotherhoods. The 
employees feel that the system is not only unjust in the particulars already men- 
tioned, but that it tends to prevent membership in the brotherhoods, since the 
employees can not afford to carry two policies of insurance, while some of the brother- 
hoods require that members shall take insurance. Moreover, it is asserted that the 
employee who has contributed to a relief department, and who will lose the benefit 
of Insurance if he leaves employment, is more dependent upon the railroad company 
and less able to push demands for better conditions. 

In support of his argument on this subject the witness submits many resolutions 
from railroad organizations and extracts from their journals, together with a tabula- 
tion of replies from the local lodges of the Brotherhood of Railroad Trainmen along 
the Baltimore and Ohio and Pennsylvania railroads, to a schedule of inquiries cover- 
ing many of the above points.’* 

CONDITIONS OF LABOR IN WATER TRANSPORTATION. 

Ocean and coaetwiee traneportation^—ln the preceding volume on transportation 
(vol. iv, pp. fi86 f f) the testimony of the representatives of the ocean sailors' organi- 
zatioUj the International Seamen's Onion, is given. In the present volume a small 
amount of testimony is given by another officer of the same organization, Mr. Penje, 
while representatives of the two leading coastwise steamship comjMmies— Mr. Hayne, 
of the Merchants and Miners' Transportation Company, and Mr. Guillaudeb, of the 
Old Dominion Steamship Company— testify partlculwly with reference to condi- 
ti(H)s of labor in thdr employment. These two witnesses assert that the conditions 
in. the coastwise trade are generally more satisfactory than m the transoceanic traffic, 
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«lid tbftt moet of the conditions which the Seamoi's TTnicm desires to have required 
hy legWation are already equaled or excelled by the conditions on these vessels, 
lie men are employed under written contract, which is read over to them when 
they sign it, and coastwise vessels find little difiiculty in securing help. The sailors 
are engaged by the month, but may leave at any port immediately after the ship 
lands. The shipping articles contain a provision to protect the sailors against unfair 
results from too strict enforcement of contract on the part of the employer. These 
witnesses also assert that sailors have ample remedy in the courts for any violation 
of contract or abuses. 

The wages of common sailors in the coastwise trade are stated by these officers to 
be usually $25, those of firemen $40, and of coal passers $30. The representative of 
the Seamen’s Union also says that wages are about $25 for seamen as compared with 
$20 in England. Under the law of the United States, only American citizens may be 
employed as ofiicers, but it is stated that the lower grades of employees on vessels are 
usually foreigners, especially Scandinavians, and that the sea life has less attractions 
for Americans than formerly. 

One witness suggests the desirability of amending the laws of the United States as 
regards larceny committed on vessels. ‘ 

The representatives of these coastwise lines state that the work of loading and 
unloading the vessels is done wholly by stevedores and not by men employed on the 
vessel. In the South most of the stevedores are negroes. Wages in Norfolk and 
other more Southern ports are about 15 cents per hour, and in Boston and most 
Northern porta 20 cents per hour, although in New York the Old Dominion Com- 
pany pays 25 cents per hour. 

Xa6or on vemk on the Great XaA'6«.— Mr. Penje, the secretary of the Lake Seamen’s 
Union, ^ asserts that the members of that organization, about 3,000 in number, are 
chiefiy employed on schooners, the oiganization having little control over the 
employees on steamers on the Great Ijakes. On the schooners the members are 
mostly all officers and skilled seamen. ’ According to this witness most of the work 
on these vessels, and even on steamers, is done by deck hands, who are far from being 
skilled laborers, and who are more and more replacing the old skilled seamen. The 
conditions of labor on the lakes are so bad that competent men have sought other 
occupations. The deck hands are largely men who can find no other employment, 
and who remain on the vessels only as long as they are forced to, often quitting at 
the first port they touch. This witness asserts, further, that the wages of seamen 
under this competition of deck hands have declined. Ten years ago they sometimes 
reached $4.50 per day toward the end of the navigation season, but in 1900 they 
began at $1.50 and ended at $2.75 per day, the average income for the season being 
about only $300. The wages of deck hands have increased from about $15 to $20 per 
month. The hours of labor are stated to be excessive, both for seamen and deck 
hands. It is said that men often have to work 24 hours at miscellaneous labor and 
afterwards 6 hours at the wheel. 

Mr. Penje complains, further, that the quarters of sailors and deck hands are too 
crowded, especially on the older vessels, and that in practically all cases they are so 
dirty and ill kept as to be entirely unfit for human occupation. The food is also said 
to be very poor. The contracts call ordinarily for a cost of 7 cents per meal, and the 
sui^ly is insufficient if the vessel is detained beyond schedule time. This witness 
also asserts that both sailing and steam vessels on the lakes are very generally insuf- 
ficiently manned, and that sm&ller vessels are recklessly overloaded, these practices 
lesolti^ in great danger to employees and to passengers when they are carried. 

v)ork on the Oreat XaibM.*— -The conditions of labor on the docks of the 

1 Hayne, pp. 414, 415, 421; me also bis supplementary statement, p, 82i 
•Penje, pp. 400-402. 
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Onk Lakes seem to be very much more satisfactory than thoee on veasels. Mr* 
Barter, the secretary of the Internationa} Longshoremen’s Association, which has 
its strength chiefly along the Great Lakes, declares that there has been a very 
great improvement in the condition of longshoremen there during the past few 
years, and attributes it almost wholly to the development of that organization. The 
association has about 20,000 or 25,000 members on the lakes, while there probably 
are not more than about 1,500 nonunion men engt^d in longshore work. This 
witness thinks that wages have risen 50 per cent since the organization was 
formed— in 1892. It has won the respect of the dock managers, and is more and 
more replacing the old system of contract work in loading and unloading vessels by 
a system under which the local unions undertake to do the work cooperatively. 
Under the old system the boss stevedore or contractor was often a saloon keeper, 
who expected the men to spend much of their wages on liquor. Wages were 
extremely low, and there were many serious abuses. At present the International 
Longshoremen’s Association has an annual agreement with the managers of the ore 
and coal docks on Lake Erie, providing for uniform rates of wages and conditions of 
labor for the loading and unloading of vessels directly by the union. This agree- 
ment also provides for the arbitration of disputes. 

The wages of longshoremen are stated to range from 30 to 60 cents per hour, the 
work of course being confined chiefiy though not wholly to the navigation season. 
Under the agreements with dock managers the hours of labor are usually limited 
to 12. The secretary of the Longshoremen’s Association maintains that the charac- 
ter of the men has greatly improved under the influence of the organization. 
Formerly there was a great deal of drunkenness, and physical contests between gangs 
under different boss stevedores were frequent. The union now has strict rules against 
the use of intoxicants during work, and the men enforce these rules vigorously; while 
the recognition of the union and its scale of wages has done away with the broils 
which formerly occurred. 

MISCELLANEOUS EVIDENCE. 

A considerable amount of evidence regarding other than transportation matters is 
submitted by various witnesses in this volume. For a summary of their evidence 
regarding most of these minor topics, reference should be made to the digest, pages 
ccLxxix-ccLxxxvii. A few of the more important subjects may be briefly discussed 
here. 

Capitalization and promotion of corporation8.—M.T. Greene, of the Audit Company of 
New York; Mr. Rice, a promoter of corporations, and one or two other witnesses 
discuss this subject somewhat fully.* Mr. Greene asserts that earning power is in 
general a proper basis for capitalization, and that there is a “good will” in connec- 
tion with every prosperous business which makes it worth more than the mere tan- 
gible value of the plant and property. Tangible value may properly be represented 
by bonds or preferred stock, and the remaining certain or possible earning capacity 
by common stock. At the same time this witness thinks that it is a mistake for a 
corporation, because of unusually high earning capacity, to water its stock. It 
would be more desirable that it should simply increase dividends. Mr. Rice 
thinks that the amount of capitalization of a corporation, so long as it is in stocks, is 
unimportant, since the market will discover its real value. Overcapitalization in 
bonds, however, leads to bankruptcies. 

These witnesses also discuss the subject of publicity in regard to the organization 
and promotion of corporations. They think that some legal regulation would be 
perhaps desirable, but assert that business men themselves are taking more and more 
pains to protect themselves in their investments in corporations. These witnesses 
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'raHwlf tUidc it ncBMwry that tb« reporta of ootpotations at thoir inangoiadon 
i^Qld «how separately the costs of promotion, which must necessarily vary greatly 
aeeording to the conditions. 

. Mr. Bice refers especially to the exploitation of patents, with which he has been 
intimately connected. He says the capitalization of a company based on an unde- 
veloped patent must necessarily be flx^ solely on the basis of the anticipated profits. 
The preferred stock should be issued to obtain cash for actual development, and the 
common stock should represent the estimated value of the patent as such. The wit- 
ness thinks that the granting of patent monopolies is a great benefit to the public. 
He alludes especially to the experiences of the Consolidated Rubber Tire Company 
regarding patents. 

PubUcity of corporationa and protedion of stockholders . — The witnesses^ just referred 
to discuss also the desirability of requiring greater publicity of the affairs of large 
corporations generally. They are all inclined to agree that some added 1^1 
requirements as regards publicity, both at the time of the establishment of corpora- 
tions and from year to year thereafter, would be desirable, although they do not 
favor making public too niuch information, especially regarding corporations engaged 
in competitive business. Mr. Greene, in particular, thinks that in many cases the 
best way to protect the public would be by requiring the examination of corporations 
by expert auditors, who should make only the general results of their examinations 
public. This witness also discusses in some detail the precise nature of the informa- 
tion which might properly be set forth in public reports. 

Mr. Greene and Mr. Woodlock (of the Wall Street Journal) likewise discuss the 
rights of stockholders in corporations.* They assert that in general the rights of 
stockholders, even those of minority stockholders, are relatively well protected by 
existing laws and court decisions. They see no reason why a bona fide stockholder 
should not at all times be permitted to see lists of all the stockholders; but they 
assert that stockholders should not have the right to demand access to all of the 
financial accounts of corporations, because this would give competitors and enemies 
of corporations the opportunity, by buying and becoming holders of a small amount 
of stock, to get information regarding their affairs. 

Export prices.— Mr. Greene and Mr. Howes (of the Boston Chamber of Commerce) 
think that the practice of American manufacturers in selling goods abroad at lower 
prices than at home, in order to get rid of a surplus, is entirely justifiable, and that 
the same practice is followed by manufacturers in all countries.® 

Reciprocity with Canada. — Mr. How^ ® presents a somewhat extended argument in 
favor of a reciprocity treaty with Canada. He declares that Canada is even now the 
very best customer for the products of the United States, and that the two countries 
are naturally almost an economic unit. ’He maintains, however, that because of the 
existence of tariff barriers against the sending of Canadian goods into the United 
States, Canada not only retaliates with other protective duties, but is in general dis- 
• pCMsed to carry on trade with England and other countries as much as possible in 
preference to the United States, and that a greatly increased trade with this country 
would result from a reciprocal reduction of duties. Mr. Howes thinks that free 
entrance of coal from Nova Scotia and British Columbia would be of great benefit to 
l^ew England and the Pacific coast States, while our Middle States could export large 
amounts of coal to Canada. The lumber interests are those which are the most 
strongly opposed to letting down the tariff barriers, but this witness thinks that it 
would be a great advantage to New England especially if she could get free lumber 
from Canada. 

Grain eUvatore and tnapecfion.— The subject of grain elevators and the alleged 
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the tint report of this commieBion on tnmsportatlon. (See Vol. IV, pp. 77-88 of 
Digest.) 

In the present volume Mr. Teisbeig, of the Minnesota Railroad and Warehouw 
Commission, enters somewhat into the subject. He does not think that there is 
anything in the nature of a combination of elevators in Minnesota, or an agreement 
to fix the prices of grain. He says that by virtue of the law of that State, giving 
any person the right to take land on a railroad right-of-way by condemnation for 
the purpose of building an elevator, many independent elevators have been estab- 
lished, and that moreover farmers can often load their grain directly into the cars. 
This witness also discusses the system of grain inspection under the Minnesota law, 
as well as the practice of mixing different grades of grain. ^ 

1 Pages 367-e71, 872. 
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TOPICAL DIGEST OF EVIDENCE. 


1. RAILWAY FINANOES GENERALLY. 

(See also Jnspedim of accounis, p. clxx.) 

A. Capitalization of railroads (see also Capitalization of corporatiom^ p. 
ccLXxii). — 1. Are Americnn railways orercapitalizedf—Froiessor Ripley says that in 
some roads the capitalization is greatly swollen and in some roads it does not rep- 
resent more than actual investment. In some roads capitalization covers not only the 
first cost, but all improvements in the road. In others it does not. The old Chicago 
and Alton, for instance, was so conservatively financed that the capitalization rep- 
resented only 60 per cent of the value of the property. The relation between the 
capitalization of a road and the value of its property should lie at the basis of the 
determination of what rates are reasonable. A road is not always entitled to earn a 
living interest in dividends upon its capitalization, because a part of that capitaliza- 
tion may be fictitious. (291, 292, 306.) 

Professor Ripley says that while the selling of bonds at a low figure to persons who 
carry through a deal and the reselling of these bonds at a high figure is not techni- 
cally stock watering, yet it has the same effect. He cites the case of the Chicago 
and Alton. Its volume of securities was increased from about $42,000,000 to some- 
thing like $120,000,000, a large part of the increase going in profits to the persons 
who had the deal in charge. (304.) 

Professor Parsons asserts that the tendency of the great railway corporations is to 
build up capitalization all the time, adding together the cost of the original plant 
and the cost of all improvements, reconstructions, etc., until, even with honest book- 
keeping and without any stock watering, the capitalization comes to be 2 or 3 times 
the worth of the plant, and the face value of the stock and bonds of these corjiora- 
tions is very much more than the cost of the plant or what it could be duplicated for. 
In all the cor}>oration8 there is more or less watered stock. 

The system of watering railway stocks originated with Vanderbilt when he con- 
solidated the various railway properties now constituting the New York Central 
system and increased the capitalization from $54,000,000, which was a little more 
than the actual cost of the ro^s, up to $103,000,000. 

The total capitalization of the railways of the country is a little over $60,000 a mile, 
while the cost of reproduction would l^ under $30,000 a mile. The cost of repro- 
duction of a plant is a fair test of what it should be capitalized at. There is a total 
difference oi policy under governmental ownership, where there is no water or 
inflation, but exactly the opposite policy of reducing the capitalization from year to 
year. One of the reasons given by the Swiss Federal Council for going over to public 
ownership was that they were surrounded by countries that were aiming to reduce 
rat^ to the least possible figures, and that the Swiss roads would pile up tne capitali- 
zation so high that they would not be able to compete. (154-156. ) 

Mr. Teisberti, secretary of the State railroad ami warehouse commission of Minne- 
sota, states that a district court in his State found that the cost of reproducing the 
Great Northern road, some 1,386 miles, in Minnesota would be an average of $32,000 
per mile. About one-third of this amount was the cost of the terminals. The supreme 
court found this to be exorbitant. (366.) 

Mr. ScHipp, of Kuhn, Loeb & Co., bankers, does not believe there is such a thing 
as excessive capitalization. The market value of the stocks and bonds of one trans- 
portation company adapts itself to that of another company which may have an 
entirely different capitalization. The market value of competing lines adapts itself 
to a i^ktive level, whatever the capitalization. In the case of the acquisition of the 
securities of one road by another there is not necessarily any danger that the pur- 
ch^ may be made at a high figure, which may afterwards be carried in the capi- 
talization of the two roads. That would depend upon the good judgment of the rail- 
road managers. During the past year or two acquintiona of this sort have been made 



OQ nmdi low«r now exist The worth of a stock Is its earning poww. 

& other value given is speculative. If a road overissues stock on presumptive 
or extensions or by vote of the board of directors the water In the issue is 
nearly always practically eliminated by the rating which the market puts on the stock 
itself. Very few companies or boards of directors can increase their capital stock 
without a vote of the stockholders, and any unjust increase would necessarily be 
done by the owners of the property themselves. Every intelligent shareholder now- 
adays acts independently, and if anything is proposed by the larger shareholders that 
is not approved by the smaller ones they make themselves very readily and very for- 
cibly heard. 

As a general proposition it would be impossible to say offhand whether it would be 
a proper proce^ing for two roads, each of which had a fair capitalization, to com- 
bine and double the total capitalization of the two roads in the new line. ( 772-776. ) 

Mr. Thomas, president of the Erie Railroad, asserts that the capitalization of Amer- 
ican railroads is low as compared with that of English roads. Some of the English 
roads have a capital of $360,000 per mile. There is a cry against the Erie Railroad 
because it has a bonded debt of $70,000 per mile, but the pro^rty could not be repro- 
duced for the amount of that debt with a very large sum in addition. The witn^ 
doubts much the correctness of estimates as to the cost of building railroads, while 
the value of terminals is a very important factor. Besides its bonds, the Erie Rail- 
road, according to Mr. Thomas, has $43,000,000 of first preferred stock, $16,000,000 of 
second preferred stock, and $100,000,000 of common stock. The Erie has been 
ttu*ough several bankruptcies, which have reduced the rates of interest and fixed 
chaiges. The witness does not assert that the stock has been reduced by reorgani- 
zations, but says that the amount of stock makes no difference if no dividends are 
paid uj^n it. 

Mr. Thomas does not think either that heavy capitalization of a railroad tends to 
increase the speculation in its securities. The contrary is probably the case. 
(651,559.) 

Mr. WooDLOCK, railroad editor of the Wall Street Journal, does not believe that 
American railroads generally are overcapitalized. The stocks and bonds of 4jneri- 
can railroads combined average only $61,000 per mile of road. This is an increase 
of about $8,000 above the figure 16 years ago. In some instances, however, 
recent reoiganizations of railroads have increased securities unduly. This was the 
case, for example, with the Richmond Terminal, the Erie, the Reading, and the 
Chicago and Alton. Various junior securiti^ have been issued which could not be 
expected to get any dividends. Thus Mr. J. P. Morgan, in most of his reorganiza- 
tions, estimated the minimum earning capacity and based the fixed charges, going to 
bonds and preferred stocks, on that, but as regards securities dependent upon future 
prospects pwple could pretty much help themselves. (456.) 

Mr. Woodlock says tnat the capitalization of British railroads is between $220,000 
and $240,000, per mile, as compared with $61 ,000 per mile for American roa<l8. When 
British roads were being built, from 1840 to 1850, land was worth a great deal more 
than it is here, and more than it is worth in England now. Moreover, the English 
toads have capitalized every amount, however small, which has gone into improving 
tha lines. M r. Woodlock seems to in^ly that the policy was intentionally to increase 
capitalization as much as possible. The best English roads pay from 5 to 7^ per 
cent dividends on this high capitalization. (461. ) 

2. Proper bam of capitamation (see also under Taxatim, p. clxxxix) .—Mr. Talcott, 
assistant to the president of the Seaboard Air Line, says that the question of the 
proper basis for c^italizing a railroad is the hardest problem that was ever pro- 
pounded to him. He does not see how the physical value of the property can prop- 
erly be diare^rded, and yet the public and the financiers appreciate a property only 
for what it will earn. The value of a property and the value of a franchise are two 
di^erent things; but Mr. Talcott thinks, apparently, that both should be considered 
ill fixii^ a value or in fixing a capitalization. (635. ) 

j Mr. Woodlock does not Wieve that overcapitalization has any effect on earnings 
pt rates. Earning capacity is the final test oi capitalization itself. All other influ- 
ences tend to favor overcapitalization, but eami^ capacity tends to keep it down. 
Bakes of transportation are governed by conditions into which capitalization does not 
entek at all. 

Mr. Woodlock does not agree with the position of the Interstate Commerce Oom- 
ndsdion that in estimating a reasonable rate the original cost of the road shotild be 
(xmsidered. It is fairer to consider as a basis the cost of duplication, including not 
merely the physical plant, but the terminals, the acquisition of business, and every- 
thing which makes an operati^ ndlroad. The cost of duplication is a very different 
thing from the original ooet Railroads have liaturally become very valua^ hecauee 



ol tibffmwthof pqpQia^<»^ many oases haal)een the lesolt of the mesence 
of the railroad^ aM which has increased tepeMy the valne of land for rkht of way 
and for terminals. Moreover, lai^ amounts of money have been diverted from eam- 
ings for the improvement of the railroads, and often no account has been made of 
fact in the capital investment. 

Mr. Woodlock believes, in fact, that the existing capitalization of railroads in general 
represents no more than the actual cost of the roads. The cost of a road includes 
many matters not strictly of construction.^ For example, there is the discount on 
bonus in many cases, wmch must be considered a part of the cost. It is true that 
sometimes contracts for construction are given to construction com^nies, often com- 
posed of officers of the road, at very high figures. But after the whole road is laid it 
18 not finished. Money must be s^nt on it for years. 

Mr. Woodlock concludes with the statement that the capitalization of the railroads 
as compared with modem industrial combinations is, in wneral, exceedingly con- 
servative. In some instances railroads have been capitalized at an absurdly low rate. 
(46M58.) 

3. Stock dividends.— }/Lr. Schipp testified that as a general proposition he does not 
believe stock dividends are advisable, but there may be exceptions if the stock 
dividend represents cash value or earnings actually retained in the course of years 
from the shareholders. He says: 

“ For instance, if I own to-day a line of road from New York to Albany, and want 
to build a branch, say, from Albany to Saratoga, and if, instead of issuing new cap- 
ital, I take my earning, or the earnings of the shareholders of the company, to build 
that new road with, I should be justified, after that road is completed^ in returning 
to the shareholders their money which has been used for new capital in the form oi 
new shares.” (774.) 

4. Demecialion in value o/ property.— Professor Ripley says that, in computing the 
value 01 the tangible property of railroads in Michigan^ consideration is taken of 
depreciation in value over first cost. In addition to figuring out the cost of duplica- 
tion. the worth of the road for scrap is also ^imated. For instance, the cost of the 
steel rails used by the railroads is estimated, how much those rails are worth as scrap, 
and how long is their normal life. If the normal life of the rail would be twenty-five 
years, the assumption is made that one twenty-fifth of the difference between the cost 
of the rails and tne scrap disappears in each year. Then if the road has been built for 
three years, three twenty-fifths of this difference in value should rightly be deducted 
in order to determine how much the road is worth at the present time. (306. ) 

5. Betterments of railroads.— M.r. Talcott. assistant to the president of the Seaboard 
Air Line, says that the cost of additional mcilities for handling business is charged 
by some Southern roads to operating expense, generally with a note that the amount 
has gone for betterment, and by other roads, if the improvement is of any magni- 
tude, to the construction account. New equipment is generally paid for out of earn- 
ings, because the usual way to buy it is on the car-trust plan, making payments 
monthly or quarterly. (635.) 

6. Oaptofizofwn of the Chicaao and Alton Railroad.— Kt. W oodlock speaks especially 
of the Uhicago and Alton Railroad as an illustration of modem methods of railroad 
financing. For eighteen or nineteen years, until very recently, the road did not 
increase its capitalization nor extend its lines. It paid dividends of 7 or 8 per cent 
on its common stock regularly. Its net earnings were about $2,900,000 per year. 
The road had $22,000,000 of stock and $8,000,(^ of bonds. The interest on the 
bonds and rentals required $1,100,000 yearly, leaving $1 ,800,000 for dividends. Mr. 
Harriman finally bought out the road, paying $176 per share for common stock and 
$200 per share for preferred stock, the entire stock costing him more than $40,000,000. 
He knew that a fiM charge on the net earning capacity of $1,800,000 could be floated 
at 8^ per cent interest or less. Accordingly he issued more stock and bonds, so that 
the present capitalization is $54,000,000 of bonds, partly 3 per cent and partly 3J per 
cent, and $40,000,000 of stock. Mr. Woodlock contends that the road isjierfectly 
able to pay interest on the bonds and dividends on preferred stock. Mr. Harriman 
made, of course, a very considerable profit. He bought it on practically a 5 per cent 
basis. It is believed that the syndicate whicb bought up the road maae a profit of 
16 or 18 per cent, but there were other profits not going directly to the syndicate. 
The railroad has meanwhile increased its length by Duymg up a short line, increas- 
ing the mileage from 847 miles to 900. 

Mr. Woodlock contends that the capitalization of the Chicago and Alton is scarcely 
excessive, ^ rega^ its effect on rates, for the reason that, though there is plenty of 
money available for profitable enterprises, no one propo^ to puild another road 
from Chicj^ to St Louis. Another road could not make lower rates than those 
ousting. There was a project to build a short line, known as the St Louis and 






ttp to Ofaioago. The other railroade did not want another Chicago line; 
no need lorit They ihnply bought it up, and the Alton now owns this 
IwVeitheleeB the witness thinks that those who buy Alton common stock at 
#aiw likely to get left. (468-460.) 

Mr. ScHiPF declares that the recent financing of the Chicago and Alton road by 
bis firm was simply a readjustment and not a reorganization. The old organization 
had become so heavy that it was impossible to expand the possibilities of the road, 
and the stwkholders decided they would readjust the finances of the coinpany. 
His firm were large stockholders. The charges for dividends and interest in the 
new corporation oo not vary 5 per cent from the charges and dividends of the old 
corporauon. He is not aware that the capitalization was increased from about 
130,000,000 to something over $100,000,000j including stock and Iwnds. He remem- 
bers very clearly that under the old financing the charges for dividends and interest 
w'ere something like $2,600,000 and under the new scheme they were only something 
like $2,700,000, notwithstanding the fact that about $10,000,000 new money had 
gone into the road. The amounts of stock and bonds were increased, but the divi- 
dends, which for 30 years had been 7 per cent, were reduced to 4 per cent. There 
is no more temptation to increase dividends from 4 to 6 per cent than would have 
existed before it it had increased the old dividend from 7 to 10 per cent and it would 
not necessarily excite public comment any more to do so. ( 775, 776. ) 

7. Financing of the Kamos City, Pittsburg and Gulf Railroad, — Mr. Woodlock 
speaks especially of the financing of this road. It was started by Mr. Stilwell, who 
aimed to Wild a line directly from Kansas City to the Gulf of Mexico, establishing 
a deep-water port on Sabine Lake, with a ship canal from the Gulf to the lake. He 
raisea the money for the road mainly in Amsterdam. The terms of the mortgage 
permitted the issue of bonds at the rate of $25,000 per mile, both for main track and 
for yard and terminal tracks. Whenever the road found itself in need of money 
it would lay five or six tracks alongside the main track, call it a yard and get $25,000 
per mile ot bonds. Ninety or 100 miles of such unnecessary yard track were laid. 
These bonds were mostly sold at from 65 to 70 cents on the dollar, and an equal 
amount of common stock was thrown in as a bonus. It was obvious that the prop- 
erty could not bear such heavy capitalization and it finally went into bankruptcy 
ana has been reorganized. (461, 462.) 

8. Fffect of high capitalization on price of stocks.--MT. Woodlock points out that 
stock bearing a low interest sells at a relatively higher price than one bearing high 
interest. If a 6 per cent income is divided between a 4 per cent stock and a 2 per 
cent stock, the two can be sold for much more than a 6 per cent stock, because there 
are always “prospects.” (400.) 


B. Regulation of cjapltallzatlon.— 1. Genera//?/.— While Mr. Woodlock 
does not Mieve that overcapitalization is likely to have any special effect upon the 
public as regards rates, he does believe that it may injuriously affect speculators and 
investors. At the same time it would be very difficult to protect them. The in- 
vestof refuses to be protected; “He wants to ^mble.” Mr. Woodlock seems to 
hold that it would be a good thing to have Federal legislation, effectively enforced, 
restricting capitalization of railroads closely to actual investment. The Massachu- 
setts legislation on this subject and the English legislation are both good and should 
be either enacted in a general way by Congress or woven into the interstate-com- 
merce law. (460-462. ) 

Notwithstanding his statements that American railways are not usually greatly 
overcapitalized, Mr. Thomas thinks that legislation should restrict excessive issues of 
securities by railroads. This would be advantageous both to the railroads and to the 
public, certainly much more advantageous than regulation of charges and other inter- 
ference. Corporations should be controlled chiefly through their financial machinery. 
The witness would approve the extension of the powers of the Interstate Commerce 
Commission in this mrection. (561, 559, 660. ) 

2. UamchvseUs ta— Professor Ripley says that the corporation laws of Massa- 
cbusfltta are so strict that no railroad in Massachusetts can issue a dollar’s worth of 
stocks or bonds, can lease another road, can build ai^other spur of side track or do 
anything of that kind without getting the prior approval of the railroad commission, 
The result is that the roads feel that unless they accede to the recommendations of 
the railroad commiMioners in matters of rat^ it will happen that, when they wish to 
carry thio^h some financial operation, the railroad commission may withhold its 
consent, fflie railroad commission is not empowered to determine rates, though some 
years ago, when lie Housatonic Railroad refused or neglected to comply with a recom- 
mnen^tion pf the commii^on for the reduction of ratw at certain points, the commis- 
idon i^rted the iEacts to the general court, which was then in session, and the gei^ 
eral court immediately authonzed the railroad commiasion to fix rates on that road. 
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Under ordinary conditions the power poeseseed hy the railroad oommiadon which 
enables it to paiffl upon all financial operations is raffioient for making the railroads 
acquiesce in such suggestions as are made. Such power in the hands <» the Interstate 
Commerce Commission over interstate roads would give to it the hold over those roads 
which the Massachusetts railroad commission now has over Massachusetts roads. The 
Massachusetts corporation laws also operate to prevent stock watering and to hold 
down capitalization. The law specifically says that no corporation shall issue stock 
except to the amount of actual investment in tangible, phvsical plant, and Massachu- 
setts corporations do not incorporate for anywhere near the aggregate amount of par 
value of stock and bonds per mile which is customary in other parts of the country. 
(292, 293.) 

Mr. F. Jackson, a member of the Massachusetts State Board of Railroad Commission- 
ers, says that the policy of the board in respect to capitalization is one of restriction. 
Its theory is that it is right that the people who furnish the income to the stock- 
holders in the way of rates should pay profits only upon actual expenditure. The 
statute describes tne purposes, in a general way, for wnich stock and bonds may be 
issued. Then the board has to decide whether the particular purposes of the com- 
pany fairly fall within the general purposes as described by the statute. Next it 
decides the amount of capital which is fairly required for that purpose. If a street 
railway desires to equip its road the board has a skilled expert to determine what the 
fair cost of such equipment would be; if a road is to be buiit, the board has an expert 
engineer examine into the cost of construction; if real estate is to be bought, the 
board determines the fair amount to be paid for the property. 

There is a statutory distinction and there are distinctions in practice between bonds 
and stock in fixing the amount of capitalization. The bonds must not be in excess of 
the capital stock, and, in practice, the board never allows bonds to be issued until the 
enterprise has reached the stage of completion. Before approving an issue of mort- 
gage bonds the board examines the assets and liabilities of the railway or railroad, 
determines the value of the property, and sees that it is at least equal to the amount 
of the outstanding capital and indebtedness. In determining the value of the prop- 
erty the board does not take into account the value of the terminals. (843, 844.) 

Mr. Jackson says also that stock and scrip dividends are prohibited by statute in 
Massachusetts. (844. ) 

3. Mmnesota law.— Ur. Teisberg, secretary of the State Railroad and Warehouse 
Commission of Minnesota, says that an act was passed in his State in 1887, requiring 
that all stock issued by new railroad companies should be fully paid, and tnat no 
increase of stock should be made without the consent of the Railroad and Warehouse 
Commission. Since that time the witness believes that 3 applications for permission 
to increase capital stock have been made. All have been granted, after full hearing. 
The regulation of stock issues does not apply to the Great Northern Company, whicn 
holds a charter dating from 1866, nor to the Northern Pacific. It applies only to a 
few roads incorporated under the general incorporation law. (365. ) 

4. Sinking funds,— Ur. Ripley says that the only difficulty he sees in the proposal 
to require roads to set aside a sinking fund to liquidate their bonds is that the status 
of those sinking funds would be highly complicated if the roads went into the hands of 
a receiver before the final burden of the securities was paid off. (306.) 

€. Bankruptcy and reorganlzatfon of rallroads.—l. Effect on capitali- 
zation.— Ur. Greene, of the Audit Company of New York, says that the same causes 
which make hard times in manufacturing business make hard times for the railroads, 
so that bankruptcy and reorganizations are more or less periodical, depending on the 
fluctuations in Dusiness. * 

It is not always true that railroads with heavy capitalization are most subject to 
bankruptcy. It depends on the situation of the corporation and the nature of its 
business. It can not be said that the reorganizations of recent years have usually 
resulted in cutting down the aggregate volume of the securities of the railroad com- 
panies. They have generally reduced the bonded indebtedness, or in any case, on 
account of the lower rate of interest, reduced the fixed charges upon bonded debt. 
In not a few instances the stocks have been increased. Often preferred stocks have 
been created, sometimes in place of a part of the former bonds. It is one of the 
objects of recent railway consolidations to enable the companies to earn some interest 
on these preferred stocks, which, while they have no legal claim upon the earnings, 
have a moral claim. Nevertheless an increase of securities of this kind is a lees 
serious burden upon the corporation than an increase of bonds. The bonds must be 
within a reasonable limit or bankruptcy will some time occur. 

The usual way in which reorganization is effected is by a meeting of persons who 
either own or control a lar^ portion of the bonds. They often act in connection with 
a friendly receiver of the railroad. They study the situation to find out what the road 
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____irt6di«. Th6Wlthe88 does not think that these committees, while ftppw^ 
^ 8^-constituted, are able to endanger the interests of minority stockhofaers. 
__l courts are more and more inclined to protect the minority. They have felt that 
the 0rBt consideration was to preserve the public service of the railroad. For this 
reason they have tried to keep the various railroad systems together in the case of 
reoii^ization, instead of allowing them to become broken up into separate roads, 
with varying classes of obligations and securities. This is the policy of the courts 
during the receivership and in connection with reorganization movements. The man- 
ageis of railroads often take pains to have receivers appointed who are not hostile to 
ffieir interests. There may be abuses by receivers, but to the honor of the courts 
there has been little complaint on that score. It is true that in deciding, in connec- 
tion with reorganization, whether some lines shall be dropped or others retained, the 
interests of members of the reorganization committee in the separate lines may be a 
factor, but generally the real interests of the entire system are considered. Some 
brancties are merely suckers instead of feeders, and these are generally cut off. If 
the minority feel themselves injured by these processes, they nave recourse readily 
to the courts. (487, 488. ) 

Professor Ripley says that most of the reorganizations which have been had, 
although intended to cut down capitalization, have had exactly the reverse effect 
While the road comes out of the reorganization with a lessening of its fixed charges, 
the aggregate mir value of stock and bonds is, however, almost mways greater than it 
was wfore. The Atchison road, which has been reorganized three times since 1889, 
has, after each reorganization, nad a greater capitalization. The reason for this 
increase in capitalization seems to be that persons who are represented by all of the 
eight or ten different securities resting on a given line are not willing to accept in 
place of their securities others of a lower par value than those which they formerly 
possessed. The result is that many people are satisfied to get a large amount of 
stock in par value which does not sell for much on the exchange, rather thm get a 
few shares of something which perhaps will sell higher. Thev ail wish to be remem- 
bered in the organization by a certain amount of stock which they hope will go up 
toward par later. 

Reorganization is generallv intended to wipe out the complexity which results 
from a laige number of different classes of securities. In the case of the Union 
Pacific reorganization, perhaps two or a single class of securities applied over the 
whole line. By the reduction of the number of classes of securities, the problem of 
determining how much capitalization a road has and what the relation of its capi- 
hdization is to its earnings is greatly simplified. In most cases reorganization has 
resulted in a considerable cutting down of fixed charges. Financiers are enabled to 
issue new classes of bonds at lower rates of interest, etc. The roads can refund 
practically for per cent or even 3^ per cent where formerly they had to pay on 
those fix^ charges 6 or even 7 per cent. (291, 29/ , 298. ) 

Mr, Ripley says also that a great many oi the roads in this country are reducing 
their bond issues and substituting stock, for the reason that dividends on stock neea 
not of necessity be paid in times of depression, while bond charges must be met 
regularly or else there is bankruptcy or receivership. The difiiculty in such substi- 
timon is that it is only an exceedingly strong road that can issue stock. (304. ) 

Mr. Qrbknb, of the Audit Company of New York, says that there has b^n a weat 
reaction in the rates of interest on the bonded debts. The ^neral basis has been 
r^uced from about 7 per cent in 1890 to 4 per cent in 1901. The bonds of the New 
Yoii Central now bear 7 per cent, but could be refunded at 3J per cent. (486. ) 

1 of recent rm^nmlxme on phymal character of roads.— Hr. Rice, banker, 

believes that the financial condition of American railrokts is very much better now 
thito it was in 1893. Through the various reoiganizations which followed the bank- 
of that and the following years an enormous amount of cash has been pot 
toto the railroads. Thus the Southern Railroad is made up of a number^ of small 
which were very poorly constructed. Large assessments were levied on the 
StbClMderB, and the combined road has improved greatly in physical conditions, 
s^e is true of roads in other sections. While 15 years the En^hsh rail- 
Wain superior to ours in their physical conditions, the opposite is true at 
pwegitti (740.) 

^ Rice says that be secured the introduction of a bill into Ocm- 

sbv#al years ago on the subject of receiverships. It has been the practice fi^hen- 
e^the premdent ot a railroad bad bad lock to put it into bankruptcy and appebit 
bM on the ground that he was most familiar with the road. The witoM 

'' tldnkf twii the famfliarity of the president brought on. the ruin of the road Itwacdd 
be bhttar to liftve some oimelro act as receiver. (741.) 
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Mr. Talcott, aaeista&t to the president of the Seaboard Air Line, thinks that the 
principal cause of the receiverships, which were so numerous several years a^, was 
that tne managers in their anxiety to build up big systems bought proper^ and 
paid more for them than they were worth. In the case of the Richmond Terminal, 
for instance, an exceedingly valuable stock was diluted by adding weak properties 
to it until its back was broken. This company was not actually insolvent when it 
was put into the hands of a receiver. It was not in default even on a note. Rat^ 
cutting had nothing to do with the failure of this company, nor with that of the Nor- 
folk and Western, though there have been many cases of failure due to reckless 
competition. (636. ) 

p. Speculation In railway and other scenrltles.~Mr. Woodlock, 
railroad editor of the Wall Street Journal, expresses the opinion that the majority of 
transactions on the New York Stock Exchange are purchases of stocks on margin. 
By this system, if a man has $1,000 to invest, he can buy 100 shares, par value $10,000, 
He gets whatever profit there is from an advance, and is liable for the loss if the 
shares go down. 

Mr. Woodlock does not believe that speculation in stocks has any permanent effect 
on their value at all. The real earning capacity determines the prices of stocks in 
the long run. Temporary fluctuations, even of considerable amount, may take place 
without any real change in permanent value. This may be due to sympathy with 
other stocks or to the necessity which compels some large holder to sell out rapidly. 
Thus, even in the case of the Great Northern, which is on a splendid financial oasis, 
there have been fluctuations of as much as 20 points in a day. 

Mr. Woodlock asserts further that the stock exchanges have very strict require- 
ments as regards stocks which are formally listed. The companies have to furnish 
much information at the outset, and make periodical reports. There are some com- 
plies, such as the American Sugar Refining Company, which are not willing to fur- 
nish the information required for listing. The stock exchange allows some of these, 
known as unlisted securities, to be dealt with on the floor of the exchange, but with 
the understanding that greater risk is involved. Unlisted securities are mostly 
“ industrials.” The witness believes that, if possible, legislation requiring the fur- 
nishing of adequate information regarding corporations should be enacted. (466, 
466.) 

Stock gambling— frolmoT Parsons states that one of the evils of overcapitalization 
in private monopolies is that it creates a mania for speculation and stock gambling 
in New York and other cities, which is very detrimental to the industries of the 
country and also detrimental in its effect on young men especially. If these indus- 
tries were controlled by the public the opportunities for stock gambling would be 
done away with. ( 165, 156. ) 

Mr. Grkkne, of the Audit Company of New York, asserts that the trade on the 
New York Stock Exchange is all legitimate. No member is allowed to resort to 
bucket-shop practices—simply betting on the market, without actual buying and 
selling. (483.) 

Wall street and ^nking houses.— Mr. Schiff testifies that “Wall street” in the 
sense in which it is generally used means the stock exchange, which is something 
entirely different from the banking business. Large banking houses have only to do 
with Wall street in ro far as it represents a market for s^^urities. Speculation is an 
entirely different thing. The enormous rise in values which has lately taken place 
(1901) has to a great extent been the result of market speculation. “People went 
insane and went into what is popularly termed Wall street and bought on margins, 

, and naturally something had to occur, as it always does, to bring down these unrea- 
sonably inflated prices, and it did occur,” 

American wealth and prosperity will keep prices to their natural level. Legitimate 
^pital and property can never be used to Duild up a level of prices which is not 
justified. The American banker did not come to the aid of the speculator, but merely 
saved the legitimate owners of securities from being compellea to sacrifice them at 
any price. (776.) 

Northern Pac^ Railroad comer.— Mr. Rice says that he understands that an injunc 
tion ww issued to compel the holders of the stock of the Northern Pacific to settle 
with the short sellers on a basis of $160 per share, on the ground that where there is 
a physical impossibility of performing the contract it can not be enforc^. ( 742. ) 

^Amerli^ii ■ecurltlei held In Europe*— Mr. Schiff testifies that 
nobody m estimate correctly the pro^rtion of American securities held in Europe, 
out He believes the amount is exceedingly small and the greatest protection to the 
prosperity of this country, the great strength .if the country, lies in the 
M that Europe holds so few of our railroad securities. (776. ) 

16 a V 
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F. Recent tnereaied earnfngt of railroads. (See also, in relation to 
rates, p. Lxxivj.—Mr. Greene, of the Audit Company, of New York, says that there 
is a very ^eat increase in the earnings of railroads in the last few years as compared 
with their earnings during the period of depression, and even wfore 1893. This 
increase is due, first, to the general prosperity of the country and the greater amount 
of trade shipped, and, second, to the improved methods of tne railroads. They have 
been forcecl to learn how to do business lietter— for example, to increase train loads 
in a way that was thought impossible 10 years ago. The lower rates of interest on 
bonds will also leave more for the stockholders than formerly. (486.) 

Mr. Nicholson, manager of the Central Railway Clearing House, testifies that there 
has been a general increase month by month in the railway business of the country 
for the last year, 1900-1901. The maintenance of rates and the general prosperity 
of the country have brought this about. (727.) 

Mr. Riplkv says that some of the roads at the present time are paying a low 
rate of dividends because they are turning a large amount of surplus earnings back 
into the property in straightening curves, putting up new stations, and developing 
terminals. (304.) 

Economy of operation. — Mr. Nicholson testifies that the railroads are attempting 
to inc.rease tlie service of each car. One way in whic.h this is done is by demurrage 
charges being applied to stations holding cars. The clearing-house system contributes 
to this end, the cars being moved quicker. (728. ) 

ISouthem railroade — physical amdition.— Mr. Talcott, assistant to the president of 
the Seaboard Air Line, says that railroads in the Southern States have greatly 
improved in recent years in every resriect, as to track, weight of rails, capacity of 
engines and cars, and* equipment generally. They are improving every year. (636. ) 

II. CONSOLIDATION. COMMUNITY OF INTEREST. POOLING. 

A* The moTcment toward consolidation and eommnnitjr of 
Interest.— 1. Generally.— Mr. Woodlock declares that community of ownership and 
railway consolidations were the direct outcome of the restrictions upon less formal 
^reements and combinations l3et ween railroads. The movement goes back to the 
interstate-commerce law, prohibiting pooling. One by one the decisions of the courts 
have made impossible the other forms of organization which took the place of pool- 
ing, the trans-Missouri decision taking away the last method possible. Mr. C. P. 
Huntington seems to have been the first to develop the communitv-of-ownership 
principle. It has always been the case that seven or eight groups of bankers were 
in a position to control 75 per cent of the railroad mileage of the country. They 
have 8im])ly come together in an informal manner. Thus the Vanderbilts and the 
Pennsylvania Railroad Company agreed as regards their respective systems to “keep 
everything quiet,” and cease excessive competition, rate cutting, discriminations, etc. 
This is at least what is supposed to have taken place. In any case the trunk-line situ- 
ation has become quiet, and the same is true of the soft-coal situation. In other 
cases it has seemed to the railroads neceasary to secure actual control one of the other, 
as in the case of the purchase of the Southern Pacific by the Union Pacific. (462.) 

Mr. ScHiFF, a meml^er of the banking firm of Kuhn, Loeb & Co., of New York 
City, testifies that his firm has had leading interests in the reorganization of the 
Union Pacific Railroad and to some extent the Baltimore and Ohio Railroad. He 
says the coinmunity-of-interest idea arose in the desire of the railroads to protect 
themselves against the demoralization and depression in the values of their proper- 
ties, which was brought about by antipooling legislation. The cutting of rates 
brought about by competition demoralized the railroad interests and was not bene- 
ficial to shippers. This competition resulted in a gradual coming together of the 
railroad interests and induced them to buy into one another’s properties — that is, the 
competing lines bought stock, directly or through large stockholders, in the other com- 
peting roMs. This process has been going on on a large scale, and while not yet 
completed it will naturally bring about some protection to the properties and will be 
of great benefit to the laboring man and will give security to the shipper, as well as be 
beneficial to the owner of railroad property. The final result will be a “community 
of interest between railroads, shippers, and labor.” (39.) 

Nothing like general consolidation of railroad pro^rties is intended by this pro- 
ceeding. There will not necessarily be an absorption by one company of anotner. 
The establishment of a community of interest does not necessarily involve any strug- 

g le for the transfer of control from one party to another. Ordinarily these processes 
ave been accomplished by direct acquisitions of stocks, by the railroad or large 
owners, but not necessarily of controlling interests in the stock. The object sought 
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is no( higher rat^, but uniform, equal, steady rates, and when the general public 
imderstands the situation there will be no fear as to the result and no misapprehen- 
sion as to the wisdom of it. The communitv-of-inter(M3t idea can not be applied to 
all the railroad property in the country. All that can be expected for the present is 
to bring certain great competing systems into harmonious action. The trunk lines 
and tlie transcontinental lines are likely to be embraceil. (770-771. ) 

2. Pooling and cx)n8olidatimi.— Mr. Greene, of the Audit Company, of New York, 
says that people interested in railroatis are rather glad that the law authorizing pool- 
ing did not pass, because, being prohibited from pooling, the railroads have been 
forced into consolidation with its attendant advantages. The pool keeps the meth- 
(xls of business of the separate roads essentially unchanged. It merely sustains 
prices. Consolidation permits economies in operation. (473.) 

Mr. WooDLocK declares that even if a law were passed allowing .the railroads to 
form pools they probably would not do so. The community-of-ownership method 
has been found the safest solution of the problem of railroad competition. None of 
the former associations were of any great value. There were disputes and rate cut- 
ting half the time. Now the same people happen to be directors of many of the 
railroads, and if one road makes special rates or discriminations it can be reached at 
once by men who control other roads. (463.) 

3. Control of Merdate Commerce Cornmimon as affected by consolidation of railroads.— 
Mr. Greene, of the Audit Company, of New York, thinks that the movement toward 
the tionsolidation of railroads may make necessary additional control by the Inter- 
state Commerce Commission. It may be that the present tendency will finally lead 
to just the condition which the Interstate Commerce Commission has been seeking. 
(473.) 

Profeasor Adams, statistician of the Interstate Commerce Commission, says that 
probably the present tendency toward contractual consolidation is in part due to the 
inability of the roads to pool. If that is true Government control over these great 
consolidations is just as important as increased control would have been if Congress 
had legalized pools. (386.) 

4. Combimdion of trunk lines and transcontinental lines.— Mr. Schiff says that he 
does not know of any financial interests trying to control any two of the great trans- 
continental lines west of the Missouri River. He says the great railway systems of 
the country are divided into two divisions— the lines to and those beyond the Mis- 
sissippi or Missouri River, blast of that division line are the great trunk lines and 
west of it are the transcontinental lines. He does not l>elieve that the trunk lines 
have any desire whatever to extend their lines and thus control the transcontinental 
lines, or to construct additional lines west. There is always a limit to the freight 
business which one system can handle, and traffic questions in the different sections 
of the country are dinerent. The heads of the trunk-line systems on one hand and 
the transcontinental systems on the other are very wisely desirous of keeping apart. 
Any of the transcontinental lines would prefer to have every trunk line come to it on 
equal temis and use its facilities of transportation. (772.) 

The witness has seen a statement in the paper that the remaining $60,000,000 
of bonds of the Union Pacific Road out of the $100,000,000 authorized were to be 
^sumed to secure the purchase of stock in the Northern Pacific by the Union Pacific 
interests, but preferred not to make any statement with respect thereto, saying that 
it was a leading question . ( 776. ) 

5. Railway consolidations and aifreemenU in Colorado. — Mr. Griffith, representing 
the Denver Chamber of Commerce, says that he understands from newspaper reports 
that the Color^o Southern Railroad has acquired a half interest in the Colorado Mid- 
land,and also in the Rio Grande Western, which runs from the Colorado line b> Salt 
Lake Ci^. It is also claimed that the Missouri Pacific has acquired control of the Den- 
ver and Rio Grande, and a half interest in the Rio Grande Western, and that it is trying 
to get control of the Colorado Southern. There is also a report that the Union Pacific 
is^trying to control the Colorado Southern. The witness does not know what the 
effwt of such consolidation would be upon rates, although they would certainly 
reduce competition. (855.) 

Mr Griffith thinks that the fact that the 5 railroads reaching Denver from the 
east have all maintained the same rates firmly would indicate tliat they must have 
some agreement for the maintenance of rat^. (856.) 

6. (^mhinedim of IJnim Padfk, Southern Pacific, and Central Pacific.— Mr. Woodlock 
says that the Union Pacific Rmlroad Company has recently substantially bought con- 
trol of the Southern Pacific. It will be possible, however, tor the two systems again to 
separate, and it may not be unlikely. The Union Pacific was originally designed as 
a contmuouB line with the Central Pacific from Ogden, and the ownership of the 
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Central Pacific by the Southern Pacific forced the Union Pacific into the combina- 
tion, The Southern Pacific may now sell to the Union Pacific the stocks and bonds 
of the Central Pacific^ in which case the occasion for the control of the Southern 
jpaciflc by the Union Pacific will lately have disappear^. (462. ) 

Mr. Stubbs, third vice-president ol the Southern Pacific Company, says that this 
company is a Kentucky corporation, which has authority to own and operate rail- 
road and do sundry other things which railroad companies ordinarily can not do. 
It controls by ownership of a majority of all of the stocks a number of separate rail- 
rdds which make up wnat are known as the Atlantic system and the Pacific system 
of the Southern Pacific lines. Originally the Atlantic system included all lines east 
of JEl Paso, the Pacific system all west, including the lines as far as Portland, and the 
Central Pacific line from San Francisco to Ogden. The laws of Texas forbade the 
leasing of Texas roads, which necessitated the separate operation of the Texas lines, 
so that nominally the Atlantic system now lies east of the Texas State line. (757.) 

Mr. Stubbs asserts that from the first constmction of the Southern Pacific and Cen- 
tral Pacid railroads they worked in entire harmony, being under common control, 
though not undr strictly common ownership. Since about 1886 the Southern Pacific 
Company has held a lease of the Central Pacific. Quite recently there has been fur- 
ther combination, jiniounting to a merger of interests, concerning which this witness 
is not familiar. 

Mr. Stubbs denies that there has been any tendency to divert traffic from the Cen- 
tral Pacific to the Southern Pacific lines, because of the fact that the Southern Pacific 
owns other lines to the east, and thereby would get a longer haul than over the 
Central Pacific west of Ogden. He says that the Central Pacific connects at Ogden 
with the Union Pacific, and through this and the Rio Grande Western with the 
Burlin^^n, Missouri Pacific, the Cnicago and Northwestern, and numerous other 
railroads. All of these more eastern railroads have well-equipped soliciting agencies 
in San Francisco and Los Angeles, and solicit business going over the Central Pacific 
lines. The Southern Pacific has also a soliciting agency, which tries to get freight 
for the southern route, and this practice on its part is the only foundation for a com- 
plaint that there has been a discrimination against the Central Pacific which tended 
to decrease the value of the Government's securities based on that rate. The witness 
supposes that the Southern Pacific has the legal power to direct the route which 
freight shall take, but it has not exercised that power except in the esse of oranges, 
where it w^as done in order to break up a system of rebates by Eastern connecting 
lines. (767, 764.) 

7. Pennsylvania and Baltimore and Ohio railroads. — Mr. Schipf testifies that he is 
very certain that the Pennsylvania Railroad does not own a controlling interest in 
the Baltimore and Ohio. He is quite certain that only the smallest jiercentage of 
the directors of the Baltimore ana Ohio are in any way connected with the Pennsyl- 
vania Railroad system. Any company owning less than 50 per cent of the stock of 
another company can not be said to have a controlling interest in the latter company. 
He does not know how the cooperation of the Pennsylvania system with the Balti- 
more and Ohio has been reached. (771, 772. ) 

8. Northern Pacific stock flurry, — Mr. Schipf testified in May, 1901, that he was not 
aware that there has been any contest in respect of the Nortnem Pacific and Union 
Pacific stocks. There may have been some Wall street speculation. He explained 
the phenomenal rise in Northern Pacific stock on the ground that somebody had sold 
something he did not have, and could not get it when he wanted it. He never listens 
to rumors, and knows nothing about Wall street gambling. (772.) 

9. Large and small railroads in the Southern States.— Mr. Dunlap, who is the receiver 
of the Gainesville, Jefferson and Southern Railway, a line 65 miles long, and the 
general manager of the Tallulah Falls Railway, 20 miles long, declares his belief that 
short railroads such as these can no longer operate profitablv, and that they will 
more and more tend to become absorbed in large systems. One of the two roads 
named is insolvent and the other makes no money. The large systems are at present 
(1900) all prosperous. The Georgia railroad commission fixes the same maximum 
limit of rates for the short lines in sparsely settled territory as for the trunk systems, 
and the short lines can not afford to carry on business at these low rates. Neverthe- 
less a Special arrangement is made by the commission in favor of the Tallulah Falls 
road because it is so short and poor. On the Gainesville road, however, the rates are 
the same as the local rates on tne Southern Railway. (1,2.) 

B. EfflDcts of eongolldatlon and community of Interest on rates 
and the public.—!. OeneraUy.—M.T. Greene believes that consolidation of rail- 
rc^B will result in great economies, and therefore ultimately in lower rates to the 
public. Even community of interest without absolute combination effects sopie 
economies, though to what extent it will have that result in the future is a matter of 
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guesswork. As yet there is little absolute common ownership among railroads, such 
as wo find in the case of industrial combinations. By common ownemip of railroads 
it will be possible to eliminate the expensive ticket offices of competing lines in the 
cities and to reduce the number of employees and officers in various ways. In fact, 
one of the serious results will perhaps be the displacement of railroad officers. 

Mr. Greene feels confident that the reduction in expenses through consolidation will 
ultimately lead to reduction of rates. There is a constant demand for low export 
rates and special rates on the part of large industries. Such low rates are necessary 
in order that the business can be carried at all. When low rates are made for these 
special reasons, other persons observing the fact will demand lower rates and ulti- 
mately will succeed in getting them. Anything that will enable a railroad to do 
business more cheaply will ultimately benefit the public. All the conditions in this 
country tend to enforce lower railroad rates. Accordingly, although the reason for 
railroad combinations is selfish, the hope of profits being the main lever in this as in 
all business movements, it is a step in progress for the entire community. Mr. 
Greene believes that the movement towara consolidation will go still further. (484, 
485, 487.) 

Mr. Thomas, of the Erie Railroad, believes that by consolidation great economies 
can be secured, and that charges are sure to be lessened wherever economies are intro- 
duced. The Erie Railroad was formerly made of three separate corporations. By 
combination the expense of maintaining two sets of officers and organizations has 
been eliminated, ana the public has benefited by the saving. (559.) 

Mr. McGovkkn, of the Southern classification committee, says that there is a 
strong tendency toward the consolidation of railroads and he can not foresee what 
the final outcome will lie. He does not favor consolidation beyond a limited extent, 
but thinks there should be several large systems, with healthy competition. He 
believes there will be eventually 5 or 6 separate systems in the south, which 
may all work in harmony to the extent that the separate owners of the properties 
may agree among themselves and in a general way maintain rates. The Georgia 
Central and the Southern Railway are competing systems, and will be so until they 
are actually taken under one management and have the same traffic officials. Con- 
solidation without competition would be a bad thing for the roads, as well as for 
everybody else. It would not be a good thing for t)ie railroads of the Unit^ States 
to be under one management. Competition brings about a fair relative adjustment, 
which the carriers Ijelieve is to the interest of the patrons and of the roads them- 
wlves. Rebates and such like discriminations, however, would be very much dimin- 
ished by consolidation and might be wiped out entirely. (682, 683.) 

Hon. Charles Francis Adams, of ^ston, says that railroad consolidation is a 
thing which should be left to work out its own results in its own way, with as little 
hampering as possible. It is found that the large corporation, while its political 
power is undoubtedly great, has proportionately increased responsibility, and it is 
far easier to handle it. It gives better and more satisfactory service than a num^r 
of small corporations. ( 829. ) 

Mr. McLeod, in connection with his views regarding the desirability of commu- 
nity of interests among the anthracite coal roads, declares his belief tnat the com- 
munity of interest principle in general is an advantageous one. Whatever will make 
railroad rates reasonable and stable will increase the prosperity of the country. 
Such combinations can not tax the people, not only because of competition, but because 
of public opinion. “You c^n’t get any combination of capital tnat is big enough in 
this country to rob the people.” (571.1 

Mr. ScHiFP declares that the law oi competition will be preserved. Capital is 
becoming so strong and so easily obtained that the moment compensation for any 
service is demand^ at a higher rate than that at which it can be product competi- 
tion will set in. He doubts if any additional transcontinental lines will be built, but 
believes that if a consolidation of those lines of road should be effected it would 
result, wrhaps, in bringing about the construction of another line, (777.) 

Mr. WEDLOCK believes that railway consolidations and community of interest 
will certainly tend to prevent disturbance of rates. Rates are already more stable 
than they have been for 30 years. The witness thinks, further, that the new com- 
binations will not raise rates. It will be to their interest to economize in manage- 
and to keep rates stable rather than high. (463.) 

Mr. Langley, of the Merchants’ Association of New York, thinks that the commu- 
eventually be of some benefit to New York in eliminating 
^lu^rontial which exists in favor of the Southern seaboard cities. The merchant 
of New York have never objected to a direct increase in rates. They are particularly 
inter^ted in having each merchant or each shipper secure the same rate, so that no 
one shall have any advantage over the other. The difference in the rate of freight 
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practically ha« the effect of giving one man such an advantage in business as to drive 
out a comMtitor who does not secure the same rate. The community of interest will 
. mrhaps abolish these practices of differentials and discriminations, because there will 
be no longer py ref^n to put out these inducements or to indulge in secret practices. 
The community of interest is likely to deprive the people of the advantage of the 
cheaper shipments by water. Every merchandise line on the lakes is owned by the 
railroads; the same with the Erie Canal. (874.) 

Professor Parsons states that in this country there have been about 5,000 railway 
corporations, but that by consolidation the number has been reduced to 2.037. Only 
about 863 are independent operating companies, the others being subsidiary compa- 
nies leased or controlled. These figures snow a tremendous movement toward con- 
centration and coordination even under private ownership. Coordination naturally 
would result in the very greatest economy if the whole railroad system of the coun. 
try could be run under one harmonious plan and in full coordination with the tele, 
graph, telephone, and postal service. It would get rid of unnecessary stations' 
accounting offices, etc. However, to bring about consolidation under private own» 
ership would result in establishing so colossal a power in the hands of a few men tha‘ 
it would be more dangerous than the present system, and the only way to get the^ 
benefits of consolidation is through public ownership. ( 149. ) 

Mr. Rice, banker, believes that legislation to prevent the consolidation of railroads, 
or the lease of control of one railroad by another, would be a great mistake. Con- 
solidations such as that which has resulted in the Southern Railway have improved 
the service and l)enefited the public. It will not be possible for all the railroads of 
the country to go under a single control. There are too many people who have 
other interests. The difficulty of consolidation has recently been shown in the 
attempt of the Northern Pacific to secure the Burlington. The witness does not 
know, however, but that there may be some limit to the wise combination of 
railroads. (742.) 

Mr. Griswold, general freight and passenger agent of the Western Maryland Rail- 
road, does not think that the influence of competition on the traffic lines centering 
at New York would be eliminated even if their competition with each other were 
destroyed by consolidation and community of interest. The roads could not even 
then raise rates arbitrarily unless they wanted to go out of business or to shut out 
certain classes of business. Though there were no other lines running to New York, 
there would be other lines running to other markets. Any arlytrary raising of rates 
would turn a very large amount of profitable business over to those other markets 
and other lines. Mr. Griswold does not think that the plea for consolidation has 
been that rates have been reduced below the proper paying point so much as that 
the established rates have not l)een maintained, and that consolidation would increase 
economy of management. (624, 625.) 

2. Effect of consolidMion on capUalization,— Mr. Rice alludes to the fact that certain 
recent railroad consolidations, such as the absorption of the Chicago, Burlington 
and Quincy and that of the Central Railroad of New Jersey, resulted in the exchange 
of stocks of the roads absorbed for bonds of the absorbing roafl. He believes that it 
is always a mistake to convert stock into bonds, thereby creating a fixed charge, in 
the inability to pay which the corporation must go into bankruptcy. (740. ) 

Profe^r Ripley says that in many cases where one road has leased another the 
controlling road pays dividends both on its own capitalization and on the stock and 
bonds of the leased road, though the arrangement entered into depends entirely on 
the terms of the lease. (297. ) 

3. Effed of comolidation of SoutJiern railways. — Mr. Wilson, of the Cincinnati Board 
of Trade, believes that if the Eastern and Western roads leading into the South should 
be consolidated the rates would perhaps be adjusted more satisfactorily. There 
would be no excuse to offer on the ground of competition. Cincinnati suffers now 
because the Southern Railway is controlled by interests which are dependent upon 
the prosperity of the Eastern territory for their income. A consolidation of the 
Pennsylvania system with the Louisville and Nashville would not injure Cincinnati. 
(694./ 

4. Effect of a community of interest or of a consolidcUion of the Atlantic Coast Line Rail- 

Mr. Markham states that if the Atlantic seaboard lines should become prac- 
ticmly operated under one policy and community of interest, or by a consolidation, 
it would have a very salutary effect upon the course of business. The trouble with 
the cutting of rates to-day is not in diminishing the revenues of the railways so 
much as it is in exterminating business men of all kinds excepting the laige enter- 
prises that get better rates than the small individuals. With a community of inter- 
est or a consolidation, the first thing that would be done would be to give to every 



digest: — OOWSOLIDATIOK, OOMMTJWITT OP INTEBE8T. LXXI 


one equal rates. The benefit to the railroads would come from the fact that they 
would not be obliged to make the reductions because of the action of unscrupulous 
lines which can not ^et business in any other way. If there were a community of 
interest it would be impossible for any railroad to withstand the reasonable or le^ti- 
mate demands of any town or community served by it; the interests of the railroads 
and the communities are mutual. (432. ) 

5. Effect of comolidalim of trmmimXinental railroads. — Mr. W heeler, of the San Fran- 
cisco Bloard of Trade, expresses the belief that the establishment of ocean-to-o(!ean rail- 
roads would be agood thing for the Pa(‘ilic coast. For this reason he is inclined to approve 
the combination of the Union Pacific and the Southern Pacific under the Vanderbilt 
interests, which at the same time control the Chicago and Northwestern and Eastern 
trunk lines, mving them a through route. He does not know that the combination 
of the Great Northern and Northern Pax'ific with the Chicago, Burlington and Quincy 
will particularly help the coast. It merely extends somewhat the terminal points in 
the ]^t of these railroads. If, however, as will probably be the next step, these rail- 
roads acquire the Erie or some other trunk line, securing an ocean-to-ocean system, 
advantage to the coast will probably result. This advantage of transcontinental lines 
would come from the fact that the railroads would no longer have the motive of 
building up the Middle West cities at the expense of the cities on the Eastern seaboard 
and of 8an Francisco and other Pacific coast cities. At j)resent the railroads seek, by 
making lower rates from Chicago and other inland cities than prevail even from New 
York, in the face of sea comi)etition, to build up those cities and secure traffic at the 
])oint8 of origin of the railroads. With lines extended to the Atlantic seaboard there 
would l>e no object in this policy but the railroads would get the Imuls as readily 
directly from the Atlantic coast. They could then say that each city must stand on 
its own natural position, and would not try to rob the Atlantic and Pacific coast cities 
of the advantage which water transportation gives them. (747.) 

Mr. Stubbs, of the Southern Pacific Company, does not think that the recent com- 
munity of interests between the Union Pacific and Southern l^acific railroads ought 
to have any effect on their rates or operation. He does not even think that if a com- 
bination were made between these two roads and the Northern Pacific these three lines 
wouldliein a position tocontrol ratesaside from sea competition. There would still be 
the competition of the Santa F^, Great Northern and other roads, and no rate could be 
enforced which was not agreeable to all of the line.'^. Mr. •Stubbs, however, believes 
that the establishment of a community of interests between railroads in the Western 
States or in any other given section is the only effectual wav in which unjust discrim- 
inations and constant fluctuations in rates can be prevenUHl, and that such a control 
over rates would be of great benefit to the public. He does not think that a combi- 
nation of this sort could or would increase freight rates. The companies operating 
the railroads are endeavoring to promote every industry and every cmss of commerce 
in order that their tonnage may be as great as possible, and they can not resist the 
influences tending to keep down or to reduce rates. ( 765. ) 

6. Effect of New England comolidations.—Mr. Howes testifies that the New York 
Central Railway has acquired, by lease, the Boston and Albany Railroad, and the 
Boston and Maine Railway has leased the Fitchburg road, both of which are large 
gram-carrying roads, and he thinks that the effect will be beneficial to Boston as an 
export center. The splendid terminal facilities of the Boston and Albany Company 
at Boston have been acquired by the New York (Central, and they will be greatly 
enlarged by the lessee company. (702.) 

Mr. Jackson, a member of the Massachusetts State Iward of railroad commis- 
sioner, states that the leasing of the Boston and Albany to the New York Central 
^d of the Fitchburg to the Boston and Maine has generally been considered to be 
to th^ublic advantage. The result of the lease of the Boston and Albany to the 
New York Central has been an advantage to the extent that under the statute pre- 
hrainary steps have been taken to issue stocks and put in more capital for terminals. 
The terms of the lease prescribed by the legislature required the road to do that. 

of the road and its maintenance is just as Killy under the supervision 
of the State board as before, and the State’s right hi purchase the road is still 
retamed. 

In the case of the absorption of the Massachusetts Central Railroad by the Boston 
^d Maine, the board was ^ked to fix the purchase price which the Boston and 
w to pay. In doing this, it considered the value and history of the prop- 

8, practical agreement between the owners of the preferred 
Boston and Maine, and the board did not disturb that agreement. It 
fixed the price of the common stock at 21 after having looked into the structural 
value of the railroad, its actual cost, and the cost of duplication. (847. ) 
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€. Minnesota law as to railroad consolidation.— Mr. Teisbebo, e^re* 
tary of the State railroad and warehouse commission of Minnesota, savs that Minne- 
sota has had a law since 1887 forbidding the consolidation of parallel or competing 
railroads. At the time of the reorganization of the Northern Pacific, about 1896, a 
scheme was on foot for the securing of a majority of its stock by the Great Northern. 
Suit was brought to test the validity of the law forbidding such a consolidation, and 
the United States Supreme Court sustained the law. In the summer of 1900 the 
Northern Pacific absorbed the St. Paul and Duluth Railroad Compjpy, owning a 
short line between St. Paul and Duluth. The railroad commission instituted pro- 
ceedings to prevent that consolidation, but the Northern Pacific entered into an 
agreement providing that for all time the St. Paul and Duluth should be considered 
a separate entity in any case that might arise between the State and the company, 
and the case was dismissed without prejudice. It might at any time be reopened. 
(364,366.) 

D. Pooling and agreements.— 1 . Professor Ripley says 

that pooling would probably have the effect of making rates higher, but that tne 
rates would be steady. The existence in a very large portion of the Southern States of 
what is practically a pool makes the freight rates into and out of those Southern States 
considerably higher than in those parts of New England where competition still pre- 
vails. The amalgamation of the Boston and Maine road and the Fitchburg road has 
resulted in making rates appreciably higher for a number of places which formerly 
had the benefit of low competitive rates. The experience of Peterboro, N. H., is a 
case in point. Peterboro was a competitive point at the junction of the Boston and 
Maine and the Fitchburg roads. So much lower were the Peterboro rates before the 
amalgamation of the roads that all the goods for the stores in Jaffrey, a town 6 miles 
from Peterboro and served by one road, were hauled a number of miles by horse in 
order to take advantage of the competitive rates of Peterboro. Since that territory 
has ceased to be competitive, freight is no longer hauled by horse, because the Peter- 
boro rate and the Jaffrey rate are just the sariie. Mr. Ripley lays emphasis on the 
fact, however, that though .the rates under pooling would be somewhat higher, they 
would certainly be steadier. Pooling would make a fixed rate which the manufac- 
turer and the public could rely upon and which they could feel was paid by everybody. 

Pooling is likely to result in the offering of poorer facilities in the territory to which it 
applies. The people are often obliged to be content with slower trains, with fewer 
trains, and with many other inconveniences. That is the situation in the territory 
now reached by the Boston and Maine and the Fitchburg. In the territory, however, 
which is reached by the Boston and Maine and the Eastern road, the tram service to 
almost all competing points has been largely increased and the comfort of the public is 
vastly greater since the amalgamation of the roads than was the case many years ago. 

Any proposition to legalize pooling should have inextricably bound up with it some 
increase of regulative power to the Interstate Commerce Commission, as the giving to 
railroads, in conjunction with the right to pool, absolute control over the rates would 

E lace the public still more in the power of the roads than they are to-day. Pooling is 
eing practically accomplished to-day by the financial consolidation of roads, and this 
makes it still more imperative that the Interstate Commerce Commission should be 
given ;^wer to prescriba reasonable rates. (289, 291, 294. ) 

Mr. Thomas, of the Erie Railroad, declares that the Supreme Court of the United 
States has held that the railroads have no power to make agreements. The witness 
holds that they ought to be allowed to make agreements just like other commercial 
belies. He believes that the prohibition of pooling has increased the number of 
railroad consolidations. There is no effort being made now to secure legislation per- 
mitting pooling, but power to make legal agreements ought to be conferred upon 
them. Such a^eements could be very properly made subject to the approval of 
some governmental commission, and should not be permittea to be oppressive to the 
public. (668.) 

Mr. Teisbebo, secretary of the State railroad and warehouse commission of Min- 
nesota, says that the Minnesota law forbids pooling in the same terms as the inter- 
state-commerce act. The State commission, about 1889, unanimously declared itself 
opposed to any change of the pooling clause. Mr. Teisbei^ believes, however, that 
if the question were now presented to them the commission would be in favor of 
l^lising pooling. If consolidations by a community of interests come on there will 
soon be no necessity for pooling. (372. ) 

Mr. Anderson, secretary of the Chamber of Commerce of Pittsburg^ thinks that 
pooling agreements should be legalized under the ^uirement of publicity and under 
the control of the Interstate Commerce Commission. He is afrmd that the forbid- 
ding of pooling will force the railroads into bankruptcy. He also thinks it a cause 
of the tendency toward consolidation. (639, 642.) 
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Mr. Grwwold, general freight and passenger agent of the Western Maryland Rail- 
road, thinks that the best plan to stop rate cutting and unfair competition among 
railroads would be a physicm division ot the business. He doubts, however, whether 
that is possible, and would consider the alternative to be pooling and dividing the 
earning. Control of the Baltimore and Ohio Railroad by the interests that control 
the Pennsylvania would have the same effect so far as their rates are concerned. 
(615.) 

Mr. Wheeler, of the San Francisco Board of Trade, says that the legalization of 
})ooling, under the supervision of the Interstate Commerce Commission, would be 
desirable in order to do away with sei^ret rebates and discriminations. It is greatly 
to the interest of shipjiers that they should know that they stand on the same basis 
as their competitors. The witness believes that HU(*h pooling agreements should be 
made enforceable before the Interstate Commerce Commission and the courts, but 
that whatever agreements were made should be entirely subject to the supervision of 
the Interstate Commerce Commission as regards the rates and other conditions. 
(748, 749.) 

Mr. Wheeler thinks that railway consolidations do not do away with the necessity 
for legalized pooling. They affect the matter only to the extent that any agreement 
is more apt to be maintained if there are fewer parties to it. (748. ) 

Mr. Bacon, of the Michigan Alkali Company, declares himself opposed to pooling. 
(82.) 

2. Southem Railwmj and Steamship Association. — Mr. Talcott says that the South- 
ern Railway and Steamship A.s8ociation, of which he was at one time commissioner, 
was composed of the Southern rail lines and the steamship lines between the north- 
ern and the southern Atlantic iwrts. It did not take in the Gulf ports. Its purpose 
was to prevent fluctuation in rates and rate cutting. When it was first organized its 
plan was to give full authority over rates to the commissioner. Later it was found 
that some better guaranty was needed, and a pool was resorted to. The commis- 
sioner made allotments of business to each line, and if his allotments were not satis- 
factory there was an appeal to a regular board of arbitration appointed by the 
association. Business was divided on a tonnage basis. Lines which carried an excess 
received a very small compnsation. It was 'made small to mve no inducement to 
get an excess. When the interstate-commerce act was passed forbidding pooling, the 
form of the association was necessarily modified. The method of operation then 
adopted was to have copies of all manifests on competitive business sent to the com- 
missioner. In his office a record of the business done by each lino was kept, and his 
rejiorts showed to the executive committee just how business was divided. The 
working of the association under the pool system had been very successful and satis- 
factory. Soon after pooling was prohibited rates began to be disturbed, and disturbed 
conditions continued at least as long as Mr. Talcott had direct knowledge of the 
matter— a period of some two years. (626, 627.) 

3. PooUmj on cotton bminess from Memphis. — Mr. Davant, commissioner of the Mem- 
phis Freight Bureau, understands that there is an arrangement among the railroads at 
that point for a physical division of the cotton traffic. If a railroad receives consign- 
ments greater than its share under the pool it turns over the excess of goods to some 
other road. The witness believes that shippers are not able to insist that their goods 
shall go over a given road. He believes tW this system of pooling works to the 
detriment of shippers, although the fact is worthy of consideration that by this plan 
rates are made stable and equal to all shippers. (7. ) 

4. Existing transcontinental rate a^eements.—Mr. Wheeler says that there is what 
18 known as the Transcontinental Freight Bureau, including all roads which operate 

Missouri River points to the Pacific coast. This bureau has an 
office in San Francisco, to which shippers apply for remedies in the transcontinental 
rates. The rates are maintained under this arrangement by a “ gentlemen’s agree- 
ment” only. In order to get around the decision in the trans-Missouri case which 
was directed against the agreements regarding rates, the rules and tariffs stipulate 
that each company has the power to change its own rates and regulations without 
consulting others. Thus the roads can prove that there is no combination, but they 
are bound in honor and the effect is practically the same. If, however, a road should 
show itself without honor there would be no way to enforce the agreement. (749.) 

Mr. Stubbs, of the Southern Pacific Company, says that the transcontinental roads 
make practically the same commodity rates in competition with water carriers. They 
are made by conference. (764. ) 

5. Southern rate-making organizations. — Mr. McGovern testifies that in the territory 
of the Southern Classification there are rate-making associations, composed of rail- 
roads which are members of the Southern Classification Committ^ generally. The 
Southeastern and Mississippi Valley Association takes the territory bounded by a 
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line drawn from Cincinnati down the Ohio and Miseissippi to New Orleans, and a 
line drawn from Cincinnati down through Middlesboro, Chattanooga, Birmingham, 
and Montgomery to Pensacola, Fla. The Southe^tern Freight Association teaes in 
the territory east of that, going as far as Gainesville, Athens, and Augusta, Ga., and 
Charleston, S. C. The tt‘rritory east of that is known as the territory of the Associated 
Railways of Virginia and the Carolinas. These three associations make the rates on 
all the competitive traffic in their respective territory. Their organization is some- 
what similar to the Southern Classification Committee, any transportation line which 
desires to do so being permitted to join. Together with the Classification Committee 
these associations constitute the rate-making |«)wer. 

No articles of association can deprive any line of its right to make its own rates. 
That was decided in the trans-Missouri decision. These associations are not pools. 
(654.) 

III. FBJEIGHT TRAFFIC AND RATES GENERALLY. 

A. Existing freight rates— Recent movements.— 1 . ReoAonnhlmeHs of 
American freight ratee. (See also under Government onmer^hip, p. cxcviii, and, as to 
differences between through and local rates, p. rvff ). — Mr. Thomas, president of the 
Erie Railroad, declares that freight rates are very much lower now than twenty years 
ago. At that time the Eric road got from 1 cent to H oents per ton per mile. At 
present the average rate is 5.59. Jjocal rates have also been reduced, though not in 
quite the same proportion as through rates. There is more comjxjtition in the case 
of local rates. (660. ) 

Mr. Markham, of the Illinois Central Railroa<l, says that railway rates have been 
constantly on tlie decline for many years. 

The following table shows the reduction in grain rates from (ffiiaigo to New York 
since 1868; 
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Mr. Markham also submits a table showing the reduction in rates from 8t. Louis 
to New Orleans and other Southern (Uties since 1882, ranging from one-fourth to one- 
half. He also compares rates in the United States in 1892 with those in European 
countries as follows: (430.) 



For pas- 
sengers 
per mile. 

For freight 
per ton 
per mile. 

United States 

Cent. 

2. 14 
2.99 
3.06 
8.36 
2.26 

Cents. 

0.97 

1.32 

1.56 

1.69 

1.89 



Austria 

Pf^nce 

Balglum 



2. Increase in freiaht rates and cloMificatioyi changes, 1900. — Mr. Bacon, of the Michigan 
Alkali Company, objects strongly to the increa.se in freight rates made by the railroads 
in January, 1900. He declares that this increase was an outrage on both manufacturers 
and consumers, and that consumers ultimately have to bear the burden. As an illus- 
tration of the increase in freight rates, he states that the rate on coke to Wyandotte, 
Mich., has been increased 55 cents per ton above the rate in 1899. This amounts to 
an added expense to the Michigan Alkali Company of $55 per dav, or $20,075 per 
year. It is also understood that the rates on coal will be increased. The rates on 
the various alkali products of the company have also been raised. When the com- 
pany protested to the traffic association in New York City, January 22, 1900, the 
chamnan of the Central Freight Association and the chairman of the Official Traffic 
Association made entirely different answers as to the reason of the increase, and 
neither touched a point in the protest. The vear 1892 was considered a very pros- 
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perous one among the railroads. Business depression followed, but the railroads did 
not reduce their rates to protect the manufacturers. The rates of 1892 should be 
high enough now, but thev have been raised at the beginning of 1900. The railroads 
in 1898 earned enormous 'dividends, while in the year ending June 30, 18W, the 
gross earnings exceeded those of the previous year by $59,927,186. The railroads 
defend their action on the ground that they want a share in the prosperity of the 
country, but the witness l^lieves that their increased business as a result of their 
prosperity would have been sufficient to earn them ample profit. Prosperity is not 
stimulated by the raising of freight rates hut by increasing the volume of business. 
The further argument of the railroads that the cost of materials has advanced, is off- 
set by the well-known fact that by hauling heavier loads and in other ways the cost 
of owration has been decreased. 

The witness anticipates that there will be ultimately a great railroad trust. He 
refers eHi)ecially to the alleged combination of the eastern trunk railroads, and its 
effect upon rates and profits. He quotes an article from the New York Commercial 
Advertiser of March 12, 1900, to the effect that the increased profits on the hauline 
of coal alone by Eastern lines, as the result of advanced rates already announced and 
othem to be made on April 1, 1900, will be no less than $16,000,000, and that the 
increased rates on other products will make a total of added profits of fully $31 ,000,000. 
The average advance on coal was estimated to be 15 cents per ton, on other bulky 
freight 10 cents per ton and on manufactures and merchandise 26 cents per ton. 
This increased profit of $31,000,000 will Ije equal to more than 3 per cent on the 
capital of the 9 leading Eastern trunk lines. (74-77, 84. ) 

Mr. Lanch.ey, of the Merchants’ Association of New York, says tha,t on January 1, 
1900, the Official Classification Committee made wholesale advances in their classifi- 
cation without notice to shippers. Eight hundred and eighteen items out of 3,000 in 
the merchandise list were aclvanced in class. Taking the scale of rates from New York 
to Chicago anabasis, these advances represented an average increase in the freight rate 
of 35.5 per cent. The Western Classification Committee on January 25, 1900, advanced 
the rates on 240 of the items in their list. Using the Chicago-Missouri river rates as a 
basis, the advance was 47.4 per cent. The Southern Classification Committee on 
February 1, 1900, advanced 1,977 articles out of a possible 2,600. It has 9 different 
classes of rates. Thirty-two articles were advanced from second to first class; 38 from 
third to second class; 69 from fourth to third class; 36 from fifth to fourth class; 10 
from sixth to fourth class, and 46 from sixth to fifth class. There are instances in 
which advances were made from fourth to first class, and from third to first class. 
The clas-ses which were among the lowest are beginning to disappear froni tlie classi- 
fication list. There were 109 of the lower classes and commodity rates in the classi- 
fication which governed prior to February 1, 1900, but in the new classification only 
68 were left. In addition to these advances there were 75 instances of discrimina- 
tion made by widening the difl[eren(;e between the carload rate and less than carload 
rate. The advance in rates resulting therefrom ranged from 30 per cent to 50 per 
cent. The railroads did not seem to take into consideration the fact that merchants 
had made contracts ahead baaed on existing rates, and the result of the advance in 
classification which was only an indirect method of advancing rates entailed a great 
loss upon the merchants. 

The attention of the Interstate Commerce Commission was called to the matter in 
December, 1900, but there did not seem to be any certainty as to whether that com- 
mission liad jurisdiction ov«ir classification matters, and the question w'as referred to 
the Attorney-General, who concluded that there was no ground for interference by 
him. The shippers then appealed directly to the classification committees for a change 
of the classification back to the old basis, and in some instances their appeals were 
CTanted. The Official Classification Committee modified some of the advances, but 
did not go back to the original basis. The witness is of the opinion that under the 
law the Interstate Commerce Commission is powerless to remedy the evil complained 
of. He thinks the matter was referred to the Attorney-General as being a violation 
of the antitrust law, but that officer did not seem to take that view of the case. 

The reasons advanced by the railroad companies and the classification committees 
for advancing the rates were that the prices of commodities of all kinds were going 
up throughout the country and the railroad rates should also go up. The witness 
says that he examined into the earnings of railways to a considerable extent and 
found that for the year immediately preceding the advance in the freight classifica- 
tion the earnings of the Southern roads were W per cent higher than they had ever 
been in the history of the country, and he thinks that a 20 per cent increase in net 
earnings ought to have satisfied the roads. The witness does not think that there 
would have Been any more complaint made if the rates had been advanced directly 
instead of indirectly by an advance in classification. (860-861, 862, 869, 877.) 
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Chancfcs in freight clasdfic(Uior>.---MT. Lanolky testifies that there is great discrimi- 
nation in the ‘ ‘ manipulation, ’ ’ as he terms it, of the freight classification. He thinks 
this discrimination is to the detriment of the South, and believes that the less inter- 
ference and the fewer obstacles that are thrown in the way of development the bet- 
ter it will be for the country. There would have been very little complaint if the 
railroads had advanced the scale of rates themselves. There was a time, he says, 
when the merchants were inclined to complain of freight rates, but in later yearn 
they have reached a conclusion that the rates of freight are not so material as their 
universal application. The changes in classification nave induced great confusion 
and inequality. People sometimes think that the railroads, while desiring to increase 
their revenues, do not care to assume the responsibility of advancing the rates directly, 
and resort to the roundabout method of having them advanced bv the action of the 
classification committees in changing the classification. The method of making the 
changes by the classification committee has this further advantage, that few mer- 
chants, comparatively speaking, are familiar with transportation methods or with 
the effect that the classification has upon the freight rate. Out of the changes in 
classification of 2,600 items in the Southern territory at least one-third would'remain 
advanced, because the merchants would abandon all hope of ever securing a return 
to the original basis. (865.) 

Mr. Guiswold, general freight and passenger agent of the Western Maryland Eail- 
road, says that there was a considerable change in the Official classification a little 
time ago, but afterwards a large proportion of the articles whose classification was 
changed were emb(xlied in a supplement allowing a 15 or 20 per cent reduction from 
the advanced classification. Mr. Griswold is not aware that the changes in the 
classification were such as to be relatively injurious to small shippers and favorable 
to large concerns. (618, 619.) 

Mr. Markham, of the Illinois Central, states that in the recent changes in the 
Official classification the advance in freight rates was chiefly because of an advance in 
price of a great many of the commodities which had been carried at special commod 
ity rates before bt'cause they could not bear higher rates, but at the same time reduc 
tions were made on other goods. The Illinois Central uses the Southern classifica 
tion, also the Western classification, the two being different. (435.) 

3. i^eUjht rates in the South—Becent increase.— Mr. Bacon complains also of the fact 
that freight rates to Southern seaboard cities on alkali products are higher than ocean 
freight rates from England, so that the domestic product is practically excluded from 
a region within a considerable distance from these seaports. The rate from Wyan- 
dotte to Atlanta is 36 cents per hundred on soda ash, 64 cents on caustic soda, and 
65 cents on bicarlxinate of soda, while English products can be delivered there by 
way of Savannah at a much lower rate. The rate from Wyandotte to New Orleans 
on all these articles is 33 cents, while the ocean freight rate from Liverpool to New 
Orleans is 10.7 cents. At one time there was a rate of 89 cents per ton on soda ash 
from Liverpool to Newport News. p4. 80.) 

Mr. Bacon complains especially of the excee«ive freight rates on the products of 
that company in tiie Southern territory, and of the fact that there is a difference in 
classification of these products under the Southern classification from that under the 
Official classification in the North. He presents the following table showing the rela- 
tive charges per carload and train load on bicarbonate of soda (baking soda) and 
caustic soda from Wyandotte, Mich., to leading Eastern and Southern points, together 
with the distances: 


To- 

Miles. 

Product. 

Railroad 

charges, 

carl(^. 

Railroad 
charges, 
train of 80 
cars. 

Rat^r 

pounds. 


760 

700 

656 

698 


857.00 

81,710 

Cents. 

19 

liftw York . . 

. . . .do 

48.00 

1,440 

16 


, .do 

42.00 

1,260 

14 

PiiltimnrA 

do 

89.00 

1,170 

13 

nfrhrnnnd 

774 

do 

49.50 

1,485 

16i 


678 

Bicarbonate 

147.00 

4,410 

49 

- - - 

Atlanta ■ 

716 

1,000 

700 

do 

195.00 

5,860 

65 
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Commenting on these figures, the witness declares that there is something wrong 
with the system of classiication by which the chai^ for hauling a carload to Atl^ta, 
716 miles, is $196, as compared with $48 to New York, 700 miles; and by which a 
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train load of 80 cars is hauled to Philadelphia, 656 miles, for $1,260, while to Chatta- 
nooga, 578 miles, the char^ would be $4,410. 

The freight rates generally through the South, Mr. Bacon declares, are excessive, 
and this results in material injury to the prosperity of that section. U nder reasonable 
freight rates the South would be the home of the biggest manufacturing plants in the 
world. There is no manufacture of glass or of soap in the South of any importance, 
and no market for alkali products. The result is that nothing is done to establish a 
demand for those products and to favor manufacturing by the establishment of reason- 
able freight rates. Under low rates factories for the manufacture of these and other 
articles would start up, and in the long run the railroads would profit by the increase 
in their business. (73, 75, 79, 80. ) 

Mr. McGovern says that prior to the organization of the Southern Classification 
Association the classification feature of rate making was handled by the several 
traffi c associations in that territory. There was a single classification for the southern 
territory, but it was made piecemeal instead of by one general association as at 
present. The new committee made a thorough and systematic revision of the entire 
classification. Under the old plan additions and changes were made from time to 
time without proper r^rd for the effect upon other analogous articles, with ^e 
result that the classification abounded in conflicting ratings and inconsistencies. 
The new committee b^n with the iron and steel list ana the changes which it 
adopted were publishea in Southern Classification No. 26, which went into effect 
February 1, 1900. This revision of the iron and steel list contained advances in a 
good many ratings. One reason why the iron and steel rates were raised was 
because the railroads in their eouipment and otherwise had to use iron and steel, 
and a higher price made a higher rate. The roads can not afford to reduce all 
their rates to the basis of the commodity rates; it would make them bankrupt. A 
revised classification which embraced everything excepting iron and steel, and 
which made substantial modifications, was promulgated in Classification No. 27, which 
went into effect June 1, 1900. Classification matters have been given the fullest 
consideration and the advances made in the classification have not been the result 
of any attempt on the part of the principal lines to put up the rates to the shipping 
public. These revisions came at a time of extraordinary trade conditions, wnich 
justifieil substantial advances in many of the ratinjw. There had been marked 
increases in the prices of many important commodities, especially those entering 
most largely into the cost of oiieration of transportation lines. Some of the lines in 
the southern territory actually showed a reduced net revenue during certain periods 
as against an increased gross revenue during the same ^riods, which is attributable 
to the increased cost of materials used in operation. The revision of the classifica- 
tion, however, was not for the purpose of increasing rates, but was chiefly to sim- 
iilify and harmonize matters. Many of the existing ratings had been unreasonably 
low in themselves, and by comparison with the ratings on the same articles in the 
other two classifications of the United States. (655, 656.) 

Carriers' risk and ovmr's risk rotoi.— Mr. McGoveni says that the first important 
change that was made by the committee in classification 26 was the abandonment 
of what was known as the double-column rating, and substituting therefor the single- 
column plan. In the old classification up to No. 25 two ratings were shown opposite 
many of the articles, one in the “carriers’ -risk” column, for cases where the car- 
rier assumed the common-law liability, and the other in the “released” column, 
for cases where goods were carried at the owner’s risk or limited liability, the first 
column rating being higher than the second. There was nothing approaching uni- 
formity in the differences between the two columns. It was founa that in some 
instances the carriers’ -risk rate was only 14 per cent higher, and in some instances 
280 ^r cent higher than the owner’s-risfc rate. Some 1,700 articles had been shown 
by the previous classification in the carriers’ -risk column only— -that is, only a single 
rate was published. As a matter of fact, according to Mr. McGovern, the goods of 
this character which were actually shipped were m 99 cases out of 100 Bli5)ped on 
the ordinary bill of lading of the railroads, which is a limited-liability bill, so that 
the shipper did not actually avail himself of the carriers’ -risk privilege. Bytheuew 
classification the rates remained the same, but it was provide that they should be 
on the limited-liability basis, and that if the shipper insisted on the common-law 
liability, he should pay a 30 per cent higher rate. This system of uniform bills of 
lading and single-column classification is in line with the practice of the trunk-line 
roads and others in the Oflacial territory. Technically it may be said that there was 
an advMce of rates because the shipper would have to pay 30 per cent more if he got 
the unlimited liability of the carrier which he might have insisted on before, but in 
practice he did not insist on it before in most cases; and for 99 per cent of the goo^ 
the rates and the bills of lading were precisely the same after the change as before. 
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Mr. McGovern says that this change was misunderstood by many people and was 
made the basis of a general complaint that the rates on 1,700 articles has been 
advanced. 

The first change in Classification No. 27, as compared with Clasmfication No. 26, 
was as to Rule 1, which was a little more favomble to tho shipper, in that there was 
a reduction from 30 to 20 per cent additional in the carrier’ s-risk rate as compared 
with the owner’s-risk rate. For 13 years the lines in the Oflicial classification terri- 
tory have used a unifonn bill of Wling, which has been published as a part of the 
Official classification. This matter of uniformity in the bill of lading was early taken 
up by the Southern Classification Committee, which after much consideration evolved 
a bill of lading which was finally adopted and approved by the various individual 
lines, and went into effect June 1, 1900. (A copy of this bill of lading was furnished 
the commission.) Practically the only difference between the carrier’s risk and the 
limited liability is that under the carrier’s risk, if the goods are lost or destroyed, the 
owner can recover the loss occurring except from one of the four exemptions estab- 
lished by the common law, viz, an act of God, fraud on the part of the shipper, 
inherent defect in the article, or inherent vices in an animal. The bill of lading in 
addition to these limitations releases tho carrier from further risk by reason of nre, 
chafing, leakage, and all those damages incident to ordinary transportation which are 
not the fault of the carrier and are due to its nedigence. 

The only consideration that was given the Official and Western classifications in 
the revisions of the Southern classification was simply to compare them, article for 
article, as the work of revision proceeded. As to the liability question, however, 
the revision resulted in making the Southern classification the same as the Official 
classification. 

There have been no cases in court to test the validity of the two forma of contract. 
Not more than 1 per cent of the freight carried consists of hazardous risks. ( G56-G61 . ) 

Changes and advances by last classification revision. — Mr. McGovern says further that 
the advances in the descriptions and ratings as shown in Southern Classification No. 
27 do not exceed 400 or 500 as compared with Classification No. 26, and there were 
about 100 reductions. Many of the advances were made on unimport^t articles 
of shipment. Consistency and universality were aimed at in the revisions. All 
druggists’ articles in boxes were made first class; small grocery articles in boxes were 
as a rule made second class, as were also ordinary hardware, iron, and steel articles 
in ^xes. One reason for this was to prevent the underbiliing of drugs, groceries, 
and hardware, which practice has grown up, and is on the increase in the Southern 
territory. The princi^l articles used on the farm and many other very important 
products were not advanced in ratings. It is a general experience that when reduc- 
tions are made it is believed that it increases the business of the roads. The occasion 
of the advance in the classification of cotton goods w^as brought about by the fact 
that in the early days the classification was arranged so as to be in the nature of a 
protection to the early cotton manufacturers in the South, and even to-day it is so 
arrang^. When the classification is advanced the rates are always advanced. 

Mr. McGovern concludes by saying that the making of a freight tariff or a freight 
classification is not an exact science. The change of commercial conditions in the 
increase of local industries^ new discoveries in science, competition between carriers 
and markets, will necessarily effect changes in freight classification and freight rates 
from time to time. Ever since Classification No. 27 went into effect some modifica- 
tions have been made, and other modifications will be made from time to time as 
circumstances may dii'tate. It is not to the interest of the carriers to make their 
rates exorbitant or so high as to unduly limit or restrict tho free movement of traffic 
over their various lines. (661-662,668-672.) 

Mr. Dunlap, an officer of two small Georgia railroads, testified in 1900 that there 
had recently b^n a general increase in freight rates on the through Southern lines. 
He was inclined to justify this increase, despite the fact that the railroads have all 
the business they can carry and are even short of cars, b^use of the general pros- 
perity of the country and of the fact that the Southern railroads have only recently 
been able to make any profits at all. Most of them have just got out of bpkruptcy, 
and until recently their stocks have been of no value. While the Georgia Railro^ 
Commission limits the freight rates, the rates actually existing hitherto were much 
lower within the limits. 

Another reason why an increase of freight rates seems to the witness justifiable is 
that the railroads have hitherto helped the establishment of cotton factories in the 
South by making low rates on machinery and materials and in other ways. The 
result is that now, the factories being established, railroads have no cotton to haul 
to the seaports, and the amount of freight which they get in the shape of cotton 
goods is much less than what they formerly hauled. As an illustration of the unduly 
low rates which had prevailed on cotton goods, Mr. Dunlap instances a shipment of 
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4. Local raies on cotton- 


red;.Z7i;it;io;;rrites on ™tton 

The Tennessee Railroad Commi^ion has had hotlnng 


' *r.r,f n.ro xroQ TM TViP Ttninossee Railroad uommisaion iias hum nothing to do with the 
HnS of Shut the ZuS'sFVoiKht Bureau is constantly makingefforts, to secure 
moStiCoJocal t.,1 \hroughUs. Some of the lo«.l rates it considers fair, 

Tkisbkro, secretary of the Steto 
Railroad Ld Waridiiiuse Coiiiiuission of Minnesota, gives several mstanres of the 
"nTfi^ght charges on grain within that Stato From Al«andna to Minn^- 
apolis, 133 miles, the rate was 21 cents per hundred pounds m 18^, cei te m is^ 
X l2 cents in 1887. Since that date it has not changed. From bt. Vincent, 
fXs the mU was 35 cents in 1880, and 21 cents in 1887, and is now 16 cents. Mr. 
Teisberg thinks that these reductions have l>een partly 2,! 

railroad law tiie rulings of the commission, and the moral effect of those 
that the more economical methods of transportation, such as the increase of the size 
oflJs aJengbes^^^^ chief cause. He considers that comi>etition has had very 

“'(f Itvll^ru/fci# TOte.-Mr. Bacon, of the Michigan Alkali Company ^ys that 
Western freight rates on the products of this company arc high that j^a^^lly 
norrare shipped into that territory. There is a rate of 58 cents per hundred pounds 
U) San FranciLo, this low rate Ixung due to the comiietition of the 
with ocean transportation. The witness has no complaint to make 
crimination lietween long and short hauls ordinarily, excenting the low rates where 
therris waLr cmnpftition^ But he believes that it would he to the advantage of the 
railroads and the West generally to reduce freight rates in that section so as to allow 
the establishment of industries. (80,85.) . 

Mr. Stubhs, of the Southern Bacitic Company, asserts that the 
tion from the Pacitic coast have very considerably decre^ased since 1891, and he knows 
of no single instance in which they have increased. (/(x5.) MiphiiTftn 

7. iMght raies on alkali pmlncts.~m. Bacon, freight manager of the Michigan 
Alkali Companv, complains of the excessive freight rates charged upon itsproductew 
compared with 'other articles. The various artides are all shipped in compact forin, 
in large bags or barrels; they are all heavy and thev are clean ^ncl convement to 
handle. There is not so much leakage from the packages as there 
flour barrels. A barrel of flour weighs 212 pounds, and a 15.ton ^ arjvouM wntom 
143 barrels. A barrel of dense soda ash weighs 5/0 pounds; of light ash, 3TO j^unds, 
of bicarbonate of soda, 420 pounds; of cement, 400 pounds; that is a 15-ton car 
would contain from 52 to 100 barrels of these respetlive products. Notwithstoding 
the favorable character of the alkali products for shipment, the railr^^ # 
rate very much in excess of that on flour and similar barrel prodii^. The t^^low g 
table shows the relative rates from Wyandotte, Mich., to various Eastern and South- 
ern points (1900); 
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Mr. Bacon recognizes that the fact that flour is a staple article, sbpped in large 
quantities, justifies a lower rate than on alkali products, but he considers the differ- 
ence shown in this table excessive. The railroads charge $1.09 for taking a barrel of 
heavy ash from Wyandotte to Boston in car lots, while a barrel of flour is hauled 
the same distance for 37 cents. (72, 73, 81.) 

8. Transportation of California fruU.-— Mr. Stubbs, of the Southern Pacific Company, 
does not think that there is any complaint or any basis for complaint on the i)art of 
freight shippers in California against excessive charges by the railroad companies for 
transportation. The fact that the shipments of citrus fruits to the East have grown 
from nothing to 20,000 (arloads a year shows that there can be no basis for complaint. 
Shippers do complain of the practice of the railroads in determining the routes and 
in not operating refrigerator cars themselves. They also contend against the demand 
of the railroads that they should load 13 tons to the car instead of 10 tons, on the 
ground that this docs not leave .sufficient room for the circulation of air. The rail- 
roads are satisfied that this is not tnie, because for the most part 40-foot cars are 
used for 13-ton shipments as against 36-foot cars for the 12-ton shipments. The 
railroads found that the size and weight of boxes had been increased so that practi- 
cally 13 tons were being carried for the rate on 12 tons. (767. ) 

9. Coal raten — Philadelphia and Baltimore. — Mr Griswold, general freight and pas- 
senger agent of the Western Maryland Railroad, says that the rate from the CumW- 
land and West Virginia coal fielas to Baltimore by the Baltimore and Ohio is $1.45, 
without distinction as to distance. There is a territory beyond that section from 
which the rates are higher. They are also higher from the ga.s-coal field. The rates 
to Philadelphia are the same as to Baltimore. • This is doubtless because the rate from 
the Pennsylvania fields to Philadelphia is the same as the Baltimore and Ohio rate 
to Baltimore, and if the Baltimore and Ohio chaiged a higher rate to Philadelphia 
the Pennsylvania road would haul all the coal there. (619, 620.) 

10. Freight rates on naper.—Mr. Griswold, general freight and passenger agent of 
the Western Maryland Railroad, thinks that the Southern lines make such low rates 
to Western points on paper in carloads that the New York, Pennsylvania, and Mary- 
land lines have to make low rates to put their shippers on an equal footing with 
those in New England. (619.) 

11. Freight rates to Denver.— Mr. Griffith, representing the Denver Chamber of 
Commerce, says that there has been no change in the freight rates on first-class 
commodities from the East to Denver during the past two years, so far as he is 
aware. (855.) 

B. Policy regarding: rate§— Competition and other Influences.— 

(See also Water transportation^ p. clxxiv. )— 1 . General effect of cimpetitive forces.— {Bee 
also under Consolidation, p. Lxviii.j— Mr. Thomas, president of the Erie Railroad, 
declares that the greatest danger to tne public is not from high railroad rates but from 
unrestricted competition resulting in discriminating rates, or in rates which are too low 
to give a profit to the railroad. At present rates are more stable and uniform than 
they have been before, and there is a feeling of confidence on the part of the railroads 
as well as a disposition to maintain fair rates. This country has shown itself able to 
transport freignt more cheaply than any other. The new opportunities and wealth 
of the country have been stimulated in every possible manner. While competition 
may have some effect in developing transportation lines and lowering rates, and while 
some competition is undesirable, the paralleling of railroads results in economic 
waste. It may be a question whether, if there were no direct competition between 
railroads, freight rates would be reduced, but, in the opinion of the witness, the 
competition of different sections of the country and of different countries of the 
world would keep rates down. America is competing with the world. The price 
at which grain shall be shipped from Chicago to New York is fixed by the markets 
of England, and the Continent, where there is competition of the grain from 
Argentina, India, Russia, and many other countries. The railroad manager who 
undertakes to keep up rates because he has an apparent monopoly would soon ruin 
his business, drying up the entire sources of supply, and putting his territory at such 
a disadvant^e, as compared with the rest of the country, that manufacturers and 
producers could not exist. It does not even pay to put up rates for the purpose of 
speculation in Wall street; there are easier methods by which to make profits there. 
In the experience of the witness he has never known an appeal by a majority of 
manufacturers or of communities, rerarding their inability to meet competition of 
other sections, to be brought to railroad managers without meeting a prompt response. 

Mr. Thomas also alludes to the competition of Canadian railroads as a factor in 
checking the charges of American railroads, even as far south as the Guli (^1, 
662 , 664 .) 

Mr. ScHiFF, banker, declares that transportation rates in general will adapt them- 
selves by a natural law to the prevailing rate of interest, if other investments aver- 
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age a return of 4 per cent, railroad capital actually spent can not be made to return 
more than 4 per cent, no matter what is done. (774. ) 

2. Competitum between railroads— Rak war«.— oof essor Ripley says that where 
there is not competition there is not that incentive, which becomes a matter of self- 
preservation, to add the very latest and very best improvements, which must prevail 
where competitive conditions exist. Roads which are subject to competition know 
perfectly well that if they do not give quick trains and good service traffic will go by 
the other lines. 

At competitive points on roads there is frequently a secret rate in force which is 
much lower than the published rate. (294, 295, 296.) 

Mr. Teisberg. secretary of the State Railroad and Warehouse Commission of 
Minne^ta, thinks that so far as community of interest in ownership may prevent 
rate wars it is a good thing. His observation is that rate wars help only large ship- 
pers who do not need the help of the railroads. The small shipper is generally not 
prepared to take advantage of the reduced rates. (365. ) 

Mr. Talcott, assistant to the president of the Seaboard Air Line, says that rate 
wars have been less frequent in the southern territory than in the northern. (627. ) 

3. Distance as an element in freight rates— Ur. TAU'O'rr, assistant to the president of 
the Seaboard Air Line^ says that there is a concensus of opinion among railroads that 
charges per ton per mile should be higher for short hauls than for long. He has had 
occasion to endeavor to establish a dennite rule, as an engineer and a mathematician, 
by which charges may be projwrtioned to distance. He has found that the scale 
which seems to tit l)e8t the actual conditions of tariffs makes rates increase as the 
square root of the distance; that is, the chaise is double for four times the haul. 
Mr. Talcott has made use of this rule, not only for the fixing of rates, but for the 
division of charges, and the rule has been approved for both purposes, both by 
practical railroaci men, by courts, and by State authorities. (630, 631.) 

4. Competition of Canadian railways.— Ur. Thomas, president of the Erie Railroad, 
says that the Canadian railroads are important factors in making rates on all American 
roads even as far south as New Orleans, The exporter of grain or other commodities 
does not care whether his shipments go by way of Montreal, New York, Newport 
News, or Halveston. If the rate made by Montreal is loweresd, it must be niet by the 
roads to all these other p(;ints or they must forego the business. The shipment of 
goods by water is also a great factor in keeping down rates. (552. ) 

Professor Ripley says that the suspension of the privilege to ship goods in bond 
over Canadian roads would be of great damage to New England shippers. (299. ) 

Professor Ripley says that (yana<lian roads are allowed by the American roads a 
differential, in order, so far as he can see, not to bring to an issue the question whether 
those mads are subject to the interstate-commerce law, i. e., rather than fight the 
matter out, the American roads have allowed and do allow the Canadian roads to 
charge less for the same haul than the roads allow themselves in United States 
territory. (298.) 

5. Advantages of Boston by reason of Canadian railway connections.— Mr. Howes testi- 
fies that Boston’s railroad connection with the West by the Canadian Pacific road and 
its branches has been quite an advantage. The financial and commercial interests 
of the American trunk lines terminated at the Hudson River, and their influences 
were detrimental to Boston shipping. The Canadian roads were interested in hav- 
ing shipments sent to Boston, and by reason of this competition the American trunk 
lines gave Boston a consideration which they otherwise would not have had. 

In the summer time grain that arrives at Montreal C4in be shipped thence to Liver- 
pool by steamer just as cheaply as from Boston. The freezing of the St. Lawrence in 
the winter causes a great deal of the Canadian shipments to be sent through Boston. 
The tendency for the last year or two has been somewhat against this Canadian trade. 
A spirit of antagonism has grown up in Canada to a certain extent, due partly to the 
belief that trade relations l^tween the two countries are not what they ought to be, 
and out of this belief has grown a political feeli^ which has necessarily had consid- 
erable influence on the Canadian Pswific road. Tne effect has been to lead Canadian 
shippers to use the Canadian Pacific to St. Johns^ New Brunswick. The Grand 
Trunk Railway has also developed its terminal facilities at Portland, Me., and this 
has injured Boston trade to a certain extent. In going to Portland, the Grand Trunk 
carries its freight entirely over its own line. ( 701-702. ) 

6. Canadian Padfk differentials.— Stubbs, of the Southern Pacific Comply, 
says that the American transcontinental roads have fought the demand of the Cana- 
dian Pacific that it be allowed differential rates on account of the longer time of 
transportation and other disabilities of the road, and that this differential, which was 

16a- VI 
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a very disturbing element in the past, no longer exists. The matter was finally enb- 
mitted to arbitration, and the American roads won. The witness asserts that the 
transcontinental lines west of the Missouri River did not cut rates secretly to meet 
this Canadian differential, but the Canadian P^ific road complained continually that 
the rates east of the Missouri River, and particularly east of Chicago, were cut so 
that while the Canadian road nominally had a differential it really was not given 
any advantage. The witness supposes it is true that there were sporadic instances of 
rate cutting, though he is not in a iK)8ition to know rerarding eastern lines. (763. ) 

Professor Ripi.ey says that the through e 2 ^rt rate from this country to China is 
to-day as low on American roads as on the Cfanadian Pacific, though this is contrary 
to agreement. The Canadian Pacific is allowed, by agreement of the American roads, 
to charge a lower rate than is charged by the othei transcontinental roads, but in 
practice to-day, by reason of the rate war which has been on for some months, ship- 
ments are going to Seattle and San Francisco, within the territory of the United States, 
at less than the rate that was to be allowed the Canadian Pacific. The rates from 
one point to another are determined primarily by competition with water carriage, 
and the rate to the Pacific coast from any point east of the Mississippi is uniform. 
North of the Ohio and east of the Mississippi shipments to any place east of the 
Pacific can la^ Irnuie for the same rate. Eastern manufacturing towns, therefore, 
have an equal advantage with manufacturing towns farther west. 

Mr. Mark HAM, of the Illinois Central, says that the Canadian Pacific road is not 
subject to the same regulations for making rates as are the transcontinental lines of 
the United States, because the Interstate CommercAi Commission has no control over 
the Canadian Pacific road, except where its lines mn into the United States, and 
there is nothin to prevent that road from giving a portion of the revenue which 
a^rue on the Canadian lines to shippers. The Canadian Pacific does not have any 
line into Chicago, and traflic from the Illinois Central to the Canadian Pacific would 

taken over the Wabash or the Michigan Central. (442. ) 

7. Basing-point system (see also as io Southern SUttes, p.cvii). — Professor Ripley pre- 
sents a diagram which is published by the chief inspector of the joint rate and inspec- 
tion bureau of the Trunk Line Association at Chicago. The diagram presented is pub- 
lished by the railroads for the use of their agents, and shows the distribution of the 
percentage rates on the Chicago and New York basis. The distance from Chicago to 
New York is always represented by 100. In parts of the territory represented by 
this diagram, shipments from any point pay 96 per cent of the Chicago-New York 
rate, whatever that may l)o. Within other parts of the territory it is 95 per cent of 
the Chicago-New York rate, or 65, 80, or 110 per cent, etc. (301. ) 

Mr. Criswoli), general freight and passenger agent of the Western Maryland Rail- 
road, says that rates between Chicago and New York are the basis of all rates in 
trunk-line territory. All other rates are fixed percentages of them. For instance, 
the rate to Cincinnati is 87 per cent and that to St. Louis 116 per cent. The class 
rates have not been changed in many years. (625. ) 

C. Claislflcation of freight. — 1. Description and general effects of system. — Pro:- 
fe^or Ripley says that there are at present some 5 classifications of freight, the 
principal one of which, known as the Offiidal Classification, covers all territory east ot 
the Mississippi— that of the Eastern Trunk Line Association; another covers the far 
Western States and is known as the Western Classification; another covers the terri- 
tory south of the Ohio and is known as the Southern Classification; and then several 
of the States, Illinois and Iowa, prescribe by law what the classification of the 
freight on their roads shall be. 

By classification is meant the separation of goods into groups according to the rates 
which are to be paid. A reduction of the general schedule of rates may be entirely 
offset by changes made in cla.s8ification of goods; that is, goods which formerly went 
swond class may be moved up into the first class, etc. The absence of uniform clas- 
sification throughout the country gives rise to great difficulty in the assessment of 
charges and in the comparison of the movement of rates. Goods which may be 
reported recond class at the point of shipment may be first class at the point of deliv- 
ery. Uniformity of classification would have great advantages, but the difficulty of 
^uring it would be considerable. A commodity which in one part of the country 
ie an ordinary product of the soil, and which must therefore be given a low classi- 
fication, becomes a luxury at a point distant from the place of production, and would 
consequently be given a high classification. Oranges are worth comparatively little 
by the box in California, but transported to the northeastern comer of the United 
States, they are of much greater value. This increase in value makes it possible to 
move them up in the scale of classification and to charge considerably more for trans- 
porting them. The question of uniform classification involves an agreement between 
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all the railroads and the introduction of a sort of system of reciprocity through the 
recognition of the fact that what a road would lose on certain kinds of traffic through 
uniform classification it would gain on others. Some progress has been made towi^ 
uniformity in classification. A great number of arbitrary classifications which for- 
merly existed have been removw, and highly complex conditions, which grew out 
of them and put the shipper at the mercy of the railroad by making it impossible to 
figure out in Mvance what rates would be, have been replace by tne comparatively 
simple situation to4ay of five or six principal classificauons. (302, 308. ) 

Mr. P. J. McGovbrn, chairman of the Southern Classification Committee, defines 
the three classification districts or territories in respect of freight movement, viz: 

1. The territo^ lying north of the Ohio and Potomac rivers and east of the Missis- 
sippi River and Chicago, which is covered by the Official Classification. 

2. The territo^ lying west of Chicago and the Mississippi River, which is covered 
by the Western Classification. 

^ 3. The territory lying south of the Ohio and Potomac rivers and east of the Mis- 
sissippi River, and is covered by the Southern Classification. 

In all three territories, various exceptions to the classification are in force, in the 
sh^e of commodity tariffs or what are tenned classification exception sheets. 

The classification is usually divided into three parts: (1) The general rules which 
govern in the application of the rates; (2) the descriptions of the articles, setting 
forth the names of the article, manner in which it is to be packed, etc., and (3) the 
ratings themselves, showing what class each particular article is to take. (662. ) 

Mr. McGovern says further: ''The making of freight classifications is the making 
of rates. * * * Two factors enter into the final determination of a rate: First, the 
rate itself, and, secondly, the classification of freight to which that rate applies.” 

The cost of transacting the business has very little to do in forming the classifica- 
tion. An article is considered with reference to its weight, its specific gravity, and 
that sort of thing, and its value, no doubt with respect to its relation to the trade of 
the country where it is produced. Several letters accompany Mr. McGovern’s testi- 
mony, showing the method by which the classification committee takes up and con- 
siders the change of classification. This method shows that a change of classification 
is always considered by the committee, and cases are taken up in the order in which 
they are presented for consideration. Referring to an application by the Armour 
Company, of Kansas City, for a change in the classification of butterine, he said that 
the proposition advanced by the company to have this listed in a lower class should 
not be entertained, merely because it would be less expensive to the company to 
furnish their own ice in the transportation of it in small lots. (668-fi72. ) 

. Langley says that prior to the enactment of the interstate-commerce law each 
individual railway line made its own freight classification. He thinks there were 138 
classifications. After that law went into effect it was found that in applying these 
cla^h^tions to the scale of rates then in force the long and short haul clause was 
polated. The roads then held a convention and attempted to adopt a uniform classi- 
fication. That was found to be inexpedient, and the United States was then arbi- 
trenly divided into three classification divisions. The territory from New York to 
Chicago and north of the Ohio River is known as the Official or Trunk Line terri- 
tory; ea^ of the Mississippi and south of the Ohio is the Southern territory; west of 
Chicago 18 the Western territory. Three classification committees, one for each ter- 
? classification of freight for their respective territories, and there 
little complaint from 1887 up to January 1, 1900. (860. ) 

Mr. Langley testifies that the railroads have two systems of making rates. One of 
them IS styled the “Commodity rates,” which covers traffic that moves in bulk- 
such M gmin, flour, and various other products. In the effort to systematize traffic 
m miscellaneous merchandise the railways (under the Official Classification) have 
arranged 6 cla^ of freight rates. Under these 6 classes they arrange the separate 
Items, some 3,000 in number. (861.) ^ 

of the Western Maryland Hail- 
road, says that there is no absolute rule for the division of territory for the numoses 
* u® ® 9 “^Lem territory generally takes the Southern dassr^ 


tions u i5putnern and the Official classifica- 

Sli® “j® Southern won the whole.the higher and the more 

* making a rate from Official territory into Southern the Official 

^at many'of the roads-as, for inatance, his own-are not rep- 
resented upon any classification committee. He, however, always receives notiw 
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when a revision is proposed, and he supposes that other traflSc managers do. Ship- 
pers also are free to make suggestions, and do make them, either directly or through 
railroad officers. ( 618. ) 

2. Southern McGovern states that the Southern Classification 

Committee was orranized April 15^ 1899, its object being the establishment of uni- 
form freight classincation and to aid in executing the laws affecting commerce. Its 
membership is composed of 42 transportation companies operating in the territory 
south of the Ohio and Potomac rivers and east of the Mississippi River, together with 
the steamship companies engaged in coastwise transportation to and from the ports 
of that section. Some of the steamship companies are more or less affiliated with 
some of the railway companies in the association, and unless their officers are the 
same as of the railway companies they are given a vote in the association. 

The articles of the association provide for a subcommittee of 15 members, two- 
thirds of whom are necessary for a quorum, whose duty it is to consider the classifi- 
cation of freight, whether submitted by the chairman or by shippers, or in the shape 
of complaints from shippers, and to recommend to the full committee. If tne 
recommendation is concurred in by the pneral committee, the chairman publishes 
it and it becomes the official issue of all the members of the association. They have 
a general notice on file with the Interstate Commerce Commission to that effect. If 
any line does not care to accept, it will give notice to the committee and file that 
notice with the Interstate Commerce Commission. The committee does not even 
undertake to enforce the application of the classification after it is once published. 
A five-sixth vote is neceasary to establish or to change a classification. The repre- 
sentatives composing the general committee are the traffic managers, traffic officials, 
general freight agents, etc., of the various transportation companies oi the association. 

The Soutnern Classification Committee, continues the witness, has no financial 
functions. Its expenses are divided on the mileage basis. The need of such a com- 
mittee had been recognized for manv years prior to its organization. Similar com- 
mittees had been in existence in the territory and in the Western Classification 
territory for many years, and their value haa been demonstrated. (652,653,654, 
656.) 

For discussion of recent changes made by the Southern Classification Committee, 
and of their effect on rates, see p. lxxiv. 

Mr. Talcott, assistant to the president of the Seaboard Air Line, says that the 
Southern Classification was, in its origin, a (compromise measure between all the 
roads in that territory, and replaced their individual classifications. When it was 
adopted some were exceedingly anxious to base it on the Official Classification, which 
contained only 4 classes. It was found that these would not fit the Southern con- 
ditions. It would put some things in the fourth class that would not stand fourth-class 
rates. Lower classes had to be established. An increasing numk'r of commodity 
rates have also been introduced. Moreover, there were State classifications within 
the limits of the particular States, and the witness thinks many of these are still in 
existence. (632,633.) 

Mr. Guillaudeu, president of the Old Dominion Steamship Company, states that 
that company does not get the same amount for transporting through freight from 
New York to Norfolk and Richmond, destined for the West, as on goods destined for 
the South. The distinction is brought about largely by the different classifications. 
The Southern Classification runs lower than the Trunk Line Classification. The 
Southern rate scale is higher because of the vast difference in the tonnage moved as 
^tween the Fast and the West and the East and the South, and because of the greater 
number of competitors of all kinds in the Western business. (446. ) 

3. Stale dasdjmtion in the Southern Staks.—Mr. Langley s^s that a peculiar condi- 
tion ill respect to Southern territory is that the Southern Classification governs on 
interstate traffic all through that territory, but the various States, through the State 
railroad commissions, do not recognize that classification in intrastate traffic. The 
result of this is that a merchant, for instance, in Mississippi can buy his supplies on 
the basis of what is known as the Southern Classification and distribute in his State 
on a much lower basis of classification, whereas an outside merchant shipping to the 
point in that State is governed solely by the Southern Classification, whicn is about 
30 per cent higher than the Mississippi Classification. (863-864.) 

4. Commodity rofea.— Mr. Griswold says that a commodity rate is generally a 
special rate made on such articles as lumber, coal, and pig iron, which could not be 
moved in large quantities at class rates. It is true, however, that commodity rates 
are sometimes named on other kinds of goods as a means of making cuts. There are 
a great many commodity rates in existence, but far less than some years aw. (617. ) 

Mr. McGovern testifies that commodity rates are not in the nature of discrimina- 
tions, but are supposed to be to the advantage both of the shipper and of the carrier. 
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In making such rates the classification is not reduced all over the classification terri- 
tory. Usually each railroad makes its own commodity rates. They are established 
where the particular commodity is actually shipp^ most. Any person engaged in 
shipping a particular article or line of goods subject to such a rate would be given 
the reducea rate. There is no discrimination. The practice seems fair and sensible 
and is a pure business proposition. Commodity rates stimulate the particular busi- 
ness and are very beneficial to a community starting a new manufacturing business, 
for instants, as they are somewhat in the nature of protection to those interests. 
(Joinmoditv rates would apply to all alike who are engaged in the same particular 
line of trade in the territory. One idea in the making of commodity rates was to 
build up the iron business of the South. Lower rates were made on northbound pig 
iron than on manufactured iron articles coining into the Southern territory. The 
practice is precisely like that of a man with a stock of goods selling some of them at 
5 per cent jirofit, some at 10 per cent, and others at, say, from 40 to 50 jier cent profit. 
Commodity rates are remunerative to the railroads as additional business for increas- 
ing the traffic. The making of a competitive freight rate is subject to precisely the 
same conditions as the price of the thing unshipped. The maker and the carrier join 
in the partnership and both are helped and nobody is hurt except some one outside 
of the classification territory who is engaged in tne same kind of business. Such 
rates are usually applied to new articles of manufacture. The cotton rates from the 
South are in some cases higher than the rates on the factory products. These are 
arranged so as to stimulate the cotton manufactures of the South. There may be an 
element of injustice in this to the cotton grower, but it is a simple business proposition. 
(674-676.) 

Mr. Talcott, assistant to the president of the Seaboard Air Line, says that when 
the Southern Classification was establisheil it wa»s necessary to give commodity rates 
to certain Western products which could not bear the class rates. From time to time 
commodity rates were claimed for many other things, until the number, which had 
been a hajf dozen at first, was too large to be covered by the alphabet. New ones 
have continued to be introduce<l since Mr, Talcott was actively connected with the 
matter 10 years ago. (632, 633. ) 

Western commodity rates— Mr. Stubbs, of the Southern Pacific Company, believes 
that the Western Cl^sification of freight is as satisfactory as a compromise between 
the views of many different railroads and shipping interests makes possible. If each 
road could make its own classification there would be many changes. There never 
can be any classification which will preclude the necessity of special comm^ity 
rates. As the scope of a general classification increases the numfcr of such special 
rates must also increase. The Western Classification may not provide a satisfactory 
rate for some commodity which is of great imiK)rtance to some particular road, though 
of minor importance to the other roads, and it must accordingly make a commodity 
rate. 

Mr. Stubbs asserts further that practically all of the transcontinental freight is 
carrie<l on commodity tariffs under the controlling influence of sea competition. Sea 
carriers actually classify freight much more than the railroads. They take freight 
on the basis of both weight and measurement, and especially .where the rate is based 
on measurement its proportion to the value of the commodity varies greatly. More- 
over, the requirement of insurance on sea cargoes acts virtually as a means of classi- 
fying rates. The rates therefore are different for almost every article, and the rail 
earners must make commodity rates to correspond. These commodity rates are 
made by the transcontinental carriers in conference and are practically the same on 
all of the railroads as regards transcontinental business, ( 763. ) 

6 . Changes of classiJiccUim.—Mr. McGovern says that when clianges of classification 
are made, 10 days’ public notice in c.^ of an advance and 3 days’ notice in case 
of reduction is always given. Classifications must change very many times to meet 
commercial conditions, and while they may interfere with contracts theretofore made 
between merchants, it is found impossible, even with the greatest effort, to accom- 
modate all the changes to all the trade conditions. Soraeumes a notice of 20 days 
18 given of any contemplated change. (668. ) 

6. I>iscnmination means of clas8ificalion.—Ur. Langley testifies that by the 
advance in the classifications made by the several classification committees in 1900 
the merctadise traflic, which moves in smaller volume than what are known as 
comniMities, such as flour, coal, grain, and articles of a similar nature that move in 
^rloads, is forced to pay a higher scale of rates, and thus is taxed more heavily than 
the ccmmc^ity traflSc. He thinks this is not equitable, because if the railroads 
desired to increase their revenue, or if there was any necessity for the increase of 
rev^ue, the increased tariff should be levied on all traffic alike. ( 870. ) 

The protest of the Merchants' Association is not primarily that freight rates have 
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been advanced, but that they have been unequally ^van^ in a way that adds 
burdens to the small man and the small shipper. Under this indirect meth^ of 
raising freight rates the small man always gets tne worst of it. He believes that the 
classiucation for the country at laige or for the different sections of the country ought 
to be drawn up by a representative body, including representation of the shippers 
and of the railroads, and with publicity in the conferences. ( 867. ) 

Mr. McGovern refers especially to the item of coffee, which was advanced in classi- 
fication by tlie Southern Classification Committee, and says that, protests having 
been made, the roash‘d coffee was reduced, while the green remained m the advanced 
classification. The result of this was to benefit the roasted-coffee interests. The 
witness says tliat in checking over the official classification he noticed that a good 
many of tne ik*ms that were under the control of the industrial combinations or 
trusts were not aclvaiiced at all. These changes in the classification whereby the 
trust articles were not advanced were discriminations in favor of the trust interests. 
( 866 - 866 .) 

7. Ckumjkoiion impectors (see also UnderdamficcUion, p. cm).— Mr. Langley says 
that the inspectors employed by the classification committees have arbitrary power 
and have the right to open a shipment and look through it and classify it in accord- 
ance with their classification rules. He thinks that many times they are bribed by 
the large shippers, but says, of course, there is no way to prove this, and believes 
also that sometimes the shippers in New York are inrtructed to misclassify freight 
and thereby get a lower rate. He does not know definitely of any case of venality 
on the part of any inspector, but says “it is one of these things that everybody 
knows.” The inspectors are employed by the railroad associations in each respec- 
tive classification territory. It is generally understood among merchants that tneir 
packages of goods are subject to be opened by the inspectors, although there is no 
contract in tne bill of lading authorizing the railroad companies to do so. 

There is a practice, but it is not general, among merchants to ship in a lower 
classification than the goods should honestly go into. The railroads keep records of 
cases in misclassification, and the inspectors know just where to put their hands on 
parties who are given to that sort of thing. Section 10 of the interstate-commerce 
act, however, provides a penalty for misclassification, but says nothing about inspec- 
tion. There is great difficulty in correctly grouping various kinds of merchandise or 
articles in a way that will correspond with the classification as promulgated, espe- 
cially in the case of hardware. It requires a man quite expert and the packer must 
have a high degree of intelligence to analyze the classification and comply with it in 
a good many instances. The inspectors are supposed to bo expert in classes of goods 
and familiar with the classification 'and the grouping of various articles into one 
shipment. Their actions are at times complained of, however. (867-868.) 

8. Packing of goods — Minimum weight, etc. — Mr. Langley says that it is a matter of 
convenience among merchants to put a considerable variety of goods into a single 
packing case sometimes, and they do so in order to comply with the rule that the 
classification committees have established that no single package or small lot of 
freight of one class will be taken at less than 100 pounds at nrst-class rate, and in no 
case will the charge for a single consignment less than 26 cents. He ^inks it would 
be a protection to the merchants and some aid to the inspectors if an invoice accom- 
pani^ the bill of lading. In some of the Southern centers there are jobbers who job 
m a number of different commodities at the same time, but they do not have any 
special advantage over Northern jobbers in that respect, because the railroads have a 
rule as follows, viz: 

“Shipments of property combined into packages by forwarding agents claiming to 
act as shippers will only be taken when the names of individuals and final consign^, 
as well as the character and contents of each package are declared to the receiving 
awnts, and such property will be waybilled as separate consignments and freight 
charged accordingly.” 

The local jobber, however, may have a slight advantage oyer the New York jobber 
in combining into packages several small ^ipments, not violating the rule that no 
package shall contain more than 100 pounds, because the New York shipper dealing 
m only one line of commodities could not afford to ship directly to the small country 
store. (869.) 

Mr. McGovern says further that there is a complaint about the regulations ss to 
the style of package, and as to the make-up of freight in different classifications. 
The Southern classification has a clause to this effect, viz: 

“Property presented to carriers packed in so-called boxes or cases made from 
strawbc^d, leather board, wood-pulp fiber, wire-split wood, and other analogous 
materials included in wooden frames, will be char^ 10 per cent higher than the 
daasification provided for such property in boxes or cases.” 
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The reason dven by the roads for this rale is that the railroad loses the freight on 
the extra wei^t of a wooden box, and to equalize matters they make a discnmina- 
tion of 10 per cent on all freight shipp^ in the lighter boxes. In hardware there 
are instances in which they ^r^ a nigher rate for goods packed in boxes than in 
barrels. Their explanation of this is that the shippers will put hardware in boxes, 
and if it is a high-class hardware they will call it low-class hardware and thereby get 
a lower rate of freight. (876-877.) 

9. The cotton jnece^goods schedide. — Mr. Langley testifies that dry goods are in the 
first class in all three of the classification territories. What are known as cotton piece 
goods, which are supposed to be goods made exclusively of cotton, are in a lower class. 
The Merchants’ Association of New York endeavored to have the classification of cot- 
ton piece goods simplified, and presented an ai^ument in favor of it. The official 
classification committee simplified it by advancing it from the third to an intermedi- 
ate class, 16 per cent less tlian the second class. The Southern schedule of cotton piece 
goods includes about 35 different articles made wholly of cotton. As a matter of fact, 
most of these terms are technical trade names. Into these 36 terms lietween 2,000 
and 3,000 different styles of goods made of cotton are endeavored to bo condensed. 
There is some new name attached to some product of cotton everv year to make it 
attractive, and it is difficult to tell how to classify such article. When a shipment is 
made, although it may be cotton piece goods really, the inspectors who are main- 
tained by the Southern classification committee will use their own judgment as to 
whether the goods in that shipment should be included under these 35 terms. If it 
should seem to the inspector that these goods do not come under any of those 35 
terms, the shipment, instead of going forward to the fifth class, would lie advanced 
te the fipit class. Tlie witness says that if there is a shipment of cheviots and there 
is room in the in which they are packed for a quantity of dry goods made partly 
of wool, which is first class, the inspei^tor will raise the entire shipment up to first class, 
even though 75 per cent of it was cotton piece goods. The advance in the freight 
rate by this proci'ss would bo contingent upon the distance transported, lieing less 
for a snort distance than for a longer. The witness does not think that after a classi- 
fication has been made by experts in the business it shouhl lie disturbed. ( 866, 867, ) 

10. Uniformity in chm\ f cation advocakd. — Mr. Bacon, of the Michigan Alkali Com- 
pany, complains of the lack of uniformity under the Official Classification in the 
Northern States and the W esterii and Southern classificiitions. The various products 
of his company — caustic soda, soda ash, and bicarbonate of soda— all take tlie same 
I’lassification in the Northern States, but as soon as the Ohio or Mississippi Kiver is 
crossed these products each come under a different class, and there is great confusion. 
There is no justice, Mr. Bacon declares, in charging a rate of 54 cents on caustic soda 
from Wyandotte, Mich., to Atlanta, when the rate on soda ash is only 36 cents. In 
the Northern States these products all fall in the sixth class, while in the Southern 
States they go in either the fourth or fifth usually. The result of this la(;k of uni- 
formity is an inability on the part of the producers to calculate as to what the freight 
rate will lie and to make their contracts accordingly. Goods arc started out under 
one classification and may pass through one or two others. The manufacturer who 
has a rush order may not be able to learn for a week what the rates will be. He 
does not know how to make contracts, being unable to calculate the freight rates; 
and the more so because the rates under each classification are subject to change 
without reasonable notice. ( 73, 74, 81, 82. ) 

Mr, Bacon, in view of his experience as to the disadvantages of lack of uniformity 
in freight rat^, declares that there should be a uniform classification throughout the 
country. This should be prepared by a single traffic association, and should be sub- 
ject to the control of the Interstate Commerce Commission. As a more definite 
method of adopting such a classification, the witne^ suggests that there should be an 
organization consisting of six railroad men and six business men. The railroad men 
should be selected by the railroad cA)mpanie8, and should represent the different sec- 
tions of the country. The business men should be appointed by the Interstate Com- 
merce Commission, and should represent the six leading classifications of freight. 
The witness thinks that lawyers would not be required on the board. He recognizes 
that the making of classifications is a very intricate matter. The argument ma(ie by 
the railroad companies in favor of the maintenance of several traffic associations and 
several cla«»ificationB is that railroad officials in one section are not familiar with the 
conditions in other sections. But a body organized as suggested would be represent- 
ative of all sections. 

This My should fix rates to take effect January 1, and to remain in effect without 
change for at least one year. The witness believes that it would be practicable to 
retain rates thus unchanged. The work of this traffic association shomd be subject 
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to the supervision of the Interstate Commerce Commission, although that body by 
itself would doubtless find it a physical impossibility to make classifications and 
establish rates for the entire country. 

Mr. Bacon is inclined to think also that freight rates upon a uniform classification 
should be uniform for the different sections of the country. The same commission or 
association which determines classification should fix rates and keep them unchanged 
throughout the year. It might possibly be necessary to make some differences in 
rates on particular commodities in different sections of the country, but the witness 
iielieves that if rail rates were made alike in all sections, every section would build 
up rapidly, manufactures would lie established where now excluded by high freight 
rates, and the railroads would soon find business profitable everywhere. 

Mr. Bacon thinks there might be some advant^e in having the classifications and 
ratios proposed in the first instance by the leading railroad companies, and equalized 
and adjusted by such an association as ho suggests. 

The witness declares further that he has seen no evidence of an increasing tendency 
on the part of the railroads themselves to establish unifonn rates. They need to be 
made to do it; moreover, the parties in interest will adjust rates for their own advan- 
tage, while the Government would be impartial if it took up the matter. (74, 76, 
82-84.) 

Mr. \Vii^)N, of the Cincinnati Board of Trade, declares that the freight classifica- 
tions made by our railroads should 1^ made uniform as far as possible. This can 
not be done absolutely at once, but a uniform base classification ought to be put into 
effect, with such flexioility as commercial circumstances require. The power which 
establishes classification should have the right to make modifications upon proper 
representations. Cincinnati lies on the boundary of the three great classifications, 
very much to the inconvenience of the shippers, who must take into consideration 
all the time into what classification the goods are to be shipped. No possible benefit 
could be obtained in intrusting the Interstate Commerce Commission with any 
greater power over classification matters. (698. ) 

Mr. McGovern, of the Southern Classification Committee, thinks that a uniform 
classification is not altogether impossible, but that it would bo impracticable and that 
its value has been overestimated. The attempt to bring about an agreement as 
between the existing three classification systems would result in a modification of 
the number of classes. Cotton-factory products, for example, are first class in West- 
ern territory, third class in Official territory, and fifth class in Southern territory. 
Existing freight rates should not be violently disturbed. Neither classification terri- 
tory would be willing to change entirely to the classification in any other territory, 
ana a new class would probably have to be established as a compromise. It is proper 
that cotton-factory products should lie placed in different classes in different sections 
of the country. In Western territory cotton products are consumed only, not man- 
ufactured. There is no question of encouraging the development of factories. In 
the Official territory cotton goods are produced, but the business is firmly established. 
In Southern territory cotton mills are just starting, and the goods were put in a low 
cla^ to set the business on its feet. When the conditions as to the density of traffic 
become similar in each great territory the system of classification will gradually level 
itself up and tend to harmony. 

Mr. McGovern does not think that the establishment of a uniform classification 
would materially simplify the transportation of goods from one section of the coun- 
try to another. It is true that in crossing the boundaries of the classification terri- 
tories the basis of rates is changed and combination rates have to be made. In many 
instances there are definite through rates based on one of the classifications only,, 
even where goods pass from the territory of one classificatian to that of another. 
(677, 678.) 

Mr. Wheeler, representing the San Francisco Board of Trade, says that no freight 
classification or tariff was ever constnicted which was wholly consistent. Shippersi 
have constently to call the attention of the railroads to inconsistencies and to try to 
secure their correction. 

This witness believes that a national classification of freight should be established,, 
with, however, permission to the railroads in particular localities to make suggestions 
and to establish commodity rates. It is justifiable that there should be special rates 
in view of the varying conditions in different sections. The tariffs in the ^uth must 
take into account the transportation of cotton, and of coal, iron, and steel from the 
Alabama district. The eastern Ofiftcial Classification must take into view the special 
classes of traffic which are most important in those sections. As it is under the three 
existing classifications, each railroad makes many special commodity rates according 
to comfitions, and this could be done just as well under the national classification. 
As particular evidence of the importance of commodity tariffs, the witness speaks of 
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the rates on transcontinental traffic which are f)ractically all, he asserts, commodity 
rates differing from those of the Western clasafication. “The exceptions are the 
whole thing.” The railroads are forced to make these commodity rates in order to 
meet sea competition. (749. ) 

11. ImpractibUity of uniform, dtmijication. — Mr. Stubbs, of the Southern Pacific Com- 
pany, thinks that the present system of three classifications— the Official, the South- 
eni, and the Western— goes as far toward uniformity as is pr^ticable. Commoditv 
rates must be made in many cases even under the present classifications, and the rail- 
roads have had to make considerable concessions in order to agree as far as they have. 
If a national classification were attempted the numlHjr of conce^ions would be mul- 
tiplied, and often the result would be an injury to the public quite as much as to the 
carriers. An increase in the scope of classification would also force an increase in the 
number of commodity rates which would practically make the uniformity of no sig- 
nificance. By multiplying the differences m conditions through an attempt to secure 
a single classification, the need for commodity rates would evidently lie increased. 
The witness thinks, moreover, that a uniform classification would lie of no import- 
ance, because classification does not make rates. The rates could be made to differ, 
a "cording to conditions, whatever the classification. The whole idea of uniform 
classification is a snare with which to fool the jmblic. (766, 767. ) 

Mr. Talcott, assistant to the president of the Seaboard Air Line, does not consider 
that the conditions admit of a uniform classification for the whole country. The 
interests of the roads in a region where a particuiar commodity is produced will 
often lead them to give it a much lower rate Uian roads in other regions could affijrd 
to ^ive it. For instance, the Florida railroads would put oranges in a lower edifi- 
cation than th (7 would be given in Virginia, where they are not raised. Agai.n, in 
the South, where they are endeavoring to encourage manufacturing, commoditv 
rates are made for manufactures which would put them in a very low class, though 
the Official Classification puts them in the first class. (633.) 

Mr. Gkiswold, general freight and jiassenger agent of the Western Maryland Rail- 
road, says that there would be very great advantage in a uniform (‘lassification of 
freight. There have been maiw attempts to bring it about, but so far the difficulty 
has seemed insurmountable. The Official Classification was the result of an attempt 
to secure uniformity. Conditions are better now with 3 classifications than they were 
some years ago with 10 or 15. There is no marked tendency toward uniformity 
lietween the classifications that now exist. The diffiimlty seems to be that different 
seidions require different classifications on account of the volume of traffic in differ- 
ent commodities. A railrotul which has a large business in a certain article can 
afford to handle it cheaper than a road in another section whicli handles only a little 
of it. (617,619.) 

Mr. Cjhkene, of the Audit Company of New York, thinks that the tendency toward 
consolidation of railroads will favor increasing uniformity of classification, but that 
the difficulty of absolute uniformity is great on account of the difference in conditions 
in different sections. Classification is only another method of fixing rates. Cotton 
goods, under stress of circumstances, may jiroperly be carried at one rate from New 
York and another rate from Atlanta, (485, 486.) 

Mr. Langley says that uniform classification is a good thing, but he does not 
believe it practicable. The official classification is made to correspond with the 
scale of rates based on the rate from New York to Chicago as follows, viz: First class, 
75 cents; second class, 65 cents; third class, 50 cents; fourth class, 35 cents; fifth class, 
30 cents, and sixth class, 25 cents. 

From New York to Atlanta, which is practically the same distance as from New 
York to Chicago, the first-class rate is $1.14; second class, 98 cents; third class, 86 
cents; fourth class, 73 cents; fifth class, 60 cents, and sixth class, 49 cents. 

There are 3 classes of rates in the Southern territory higher than the highest class 
for similar service in the official territory. The Southern territory has always had 
an exceedingly high scale of freight rates. The railway facilities in the South are 
far inferior to those in the North. Recently there has been a great improvement 
generally throughout the South in railways, but that section is not up to the standard 
yet. One cause, perhaps, of the higher freight rates in the South is that the return 
traffic from the South moving North is quite light, except in the case of cotton, but 
still a weat part of the cottoh crop is shipped abroad and never comes North. (864. ) 

12. ^eiyhi clmmfkaiiom and through billing,— Ur . Nicholson, of the Central Rail- 
w^ Cleanng House, testifies that the difference in freight classifications in force in 
different parts of the country involve a great deal of labor in billing the goods. The 
great bulk of the clearing-house traffic is on the Official Classification. The question 
of obviating the difficulties of the different classifications has been argued by the 
traffic officials between the East and the West for many years, but nothing has been 
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acwmpliahed. In some sections of the country where a large class of particular 
freight is moved it would be to their advantage to have a lower classification than that 
prevailing elsewhere. 

Mr. Nicholson says that there are many commodity classes, but that this does not 
embarrass the clearing house in the making of decisions. (726, 727. ) 

13. CUiMccUion of freight by Merntate Commerce CommiMum.—Mx. Gkiswold, general 
freight and passenger agent of tlie Western Maryland Railroad, thinks that to give 
the Interstate Commerce Commission supervision over freight classification would be 
to give supervision over the work of experts to inexperienced persons. While it 
would l)e possible for the railroads to arrange a classification so as to favor certain 
interests, he does not think it likely to be done in practice, because those who pre- 
pare the classification represent so many different interests. (618. ) 

D. Export and Import rates. — 1. Gmra/Zy.—Professor Ripley says that the 
Interstate Commerce Commission has held that it m not in accord with pumic policy 
that the freight rate from ('hicago to Liverpool should be less for the entire haul than 
the rate from Chicago to the local consumer at Boston or some intermediate point. 
The Supreme Court of the United States, however, has supported the practice of the 
railroails in making low export and import rates, and in the case of the Texas and 
Pacific railroad decided that the railroad was justified in making a lower rate from 
New Orleans to San Francisco on goods which had come to New Orleans from Liv- 
erpool by water than it made upon goods shipped from New Orleans as the starting 
point. The grounds of the <leci8ion were that me rate from New Orleans to San Fran- 
cisco by land must ineet the competitive rate by water, and that the rate from Liv- 
ei^ol to San Francisco via New Orleans must meet the straight water rate from 
Liverpool to San Francisco. The minimum figure in either case was to be determined 
by the conditions of competition. In one particular case the discrimination against 
New Orleans was from 50 to 200 per cent. In another case the domestic rate from 
New Orleans to San Francisco was $2.88 per hundredweight, while the total rate on 
imported goods from Liveriiool to San Francisco via New Orleans was $1.07 per hun- 
drM, the Texas and Pacific road getting only its proportional amount of that $1.07. 
Tin plate was also carried from Swansea to Liverpool, thence to New York and to 
Chic^o, via Pittsburg, at a total charge less than the published rate from Pittsburg 
to Chicago. The existence of low export rates to the Pacific on cotton goods from 
New England manufacturers to the Orient is essential to the manufacturers in order 
to keep them on a par with manufacturers who can send the entire way by water. 
Low export rates concern the consumer in this country and low import rates concern 
the proaucer. In some cases the low import rates might nullify protective duties. 

^ Export and import rates have a bearing upon the matter of personal discrimina- 
tion. A shipper from some western point may send gocxls on an export through 
bill, and cons^uently at a lower rate, but include in that shipment goods destined 
for local delivery in New York. Goods meant for New York would be removed at 
that point. The shipper would be getting the advantage of the low export rates on 
goods intended for local traffic and would avoid the rule adopted by the Eastern 
Trunk Line Association freight committee, which provides that when any local goods 
are shipped in the car with export freight, less than carload rates must be charged. 
(299, 301.) 

Mr. Langley, of the Merchants' A^ociation of New York, testifies that on flour, 
from Minneapolis to Liverpool, the inland rate is 2 cents per hundred pounds less 
from Minneapolis to New York than it would be on a shipment of flour to be deliv- 
ered at New York and consumed there. With the exception of two of the Western 
mills, all the mills at Minneapolis, Duluth, and West Su^*rior are consolidated. His 
own opinion, however, is that a trust as applied to the manufacture of flour is imprac- 
ticable. The witness says that the effect of making excessively low rates on wheat 
shmped abroad works m favor of the foreign miller as against the home miller. 

There are also import rates from foreign porta to interior American points lower 
than from our own trade and manufacturing centers to those points. Tnis is unjust, 
although it is proper to favor long hauls relatively. It would seem proper that the 
rate from Liverpool to Chicago shall be almi^t as cheap as the rate from Liverpool to 
New York. The inland rate has a greater influence over the through rate than the 
sea rate. It is possible that jobbing merchants in Chicago can, on a low through 
import rate^ resnip tlieir commodities and compete in territory which otherwise 
woold be tributary to New York. Marshall Field & Co., of New York, can sell, in 
territory within 60 miles of New York, the same kind of goods bought in the same 
market in which the New Y ork jobber buys. The only way that this can be accounted 
for is that that firm must receive aome advantage in the matter of the through rate. 
( 870 - 871 .) 
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Mr Thomas, of the Erie Railroad, thinks that the practice of making rates on 
expo^ products lower than those on products used at home is justifiable on accost 
of ^e necessity of meeting the competition of the world in forewn markets. The 
' practice does not constitute a discrimination against domestic producers. Meed, it 
increases the volume of business of the railroads, so that they are enabled to make 
lower rates for domestic shipments. In the case of the low rates on export wheat, the 
millers get lower rates on flour than they would if the export rat^ were not low. It 
certainly is to the interest of this country and of the railroads to hpe the grein 
ground here if possible. Another reason for making the rates on gr^ lower th^ 
those on flour is that grain is much more cheaply handled. It loads and unloads 
itself. The witness thinks, however, that even if the loading and unlo^mg were 
done by the shipper, grain products would and should bear a higher rate than gram. 

Mr! Greene, of the Audit Company of New York, says that the pr^ti^ of the 
railroads in making lower rates on goods for export than for goods used m this coun- 
try is part of the same policy which frequently leads manufacturers to sell 
abroad at lower prices than in this coimtry. Both practices are justifiable. The 
enormous energy of the American people sometimes leads them beyond the line of 
prudence in the production of wealth. Only an exportation of the surplus produc- 
ti(m can avert hard times. Otherwise, men must be <ii8charged and business cut 
down. Few people realize the importance of export tnwle in its relation to the nros- 
j)erity of the country. In order to facilitate siicli exiiorts low freight rates and low 
juices on goods going abroad are entirely justifiable, and tend to benefit the entire 
business of the country. The cheaj) export rat^ on the railroads are a powerful 
instrumentality in keeping the balance of trade in favor of the United States. (484, 
485 487 ) 

2! Exports and freight raks.—Ur, Markham, of the Illinois Central, says that the 
exports per annum from the United States amount to over 2,000,000,000 pounds of 
provisions, 500,000,000 bushels of breadstuffs, and 7,000,0(X) bales of cotton; that 
notwithstanding the greater jjart of these products is raised much nearer the Gulf 
j)orts tlrnu the Atlantic ports, only a small percentage of them find an outlet via the 
Gulf ports. With a reduction of the river rate, the rates on the Southern railroads 
would l)e correspondingly reduced, and that reduction would necessarily reduce the 
rates on the Atlantic seacard lines. (431.) 

3. Pittsburg export Mr. Anderson, secretary of the Chamber of Commerce of 
Pittsburg, says tnat the freight rate on steel rails from Pittsburg to New York at the 
time of bis testimony was $2.80 a gross ton, and that rails could at that time be 
shipped from Pittsburg to Liverpool at about $4.25 a gross ton. (643. ) 

4. Import freight rates— Mr. Greene, of the Audit Company of New York, thinks that 
goods are sometimes shipped from foreign countries to interior points in the UniM 
States at even less than the prevailing rate from New York City to those interior 
points. The railroads consider such a policy justifiable on account of competition 
and in order that they may get the trafiic at all. Thus railroads will receive goods 
from Liverpool and carry them from Chicago to New York for low rates in order 
that they may get the business. The ethical question as to the justice of such special 
rates is a difficult one, but the witness thinks on the whole that they tend ultimately 
to bring down domestic rates as well. (485.) 

5. Import rates on transcontinenlal business.— {dee also Canadian Padfu: differeniials, 
p. IjXxxi) .—Mr. Stubrs, of the Southern Pacific Company, says that there is no regular 
system of making import rates from San Francisco and Pacific coast points to the 
East on goods coming from the Orient. “ It is a go as you please.” The steamshiM 
take freight at whatever rates they can from Asiatic ports to American cities, and the 
railroads accept their agreed proportion of the total rate whatever it may be. There 
are no published tariffs and no agreements between railroads which are enforceable. 
The witness further asserts that San Francisco has no reason to complain that it is 
robbed of business by means of these low, through import rates. It is true that rates 
from oriental ports to Ctocago and New York through San Francisco have sometimes 
l)een lower than rates to San Francisco itself. But the import business of the country, 
except for the Pacific coast States themselves, was originally centered in the hands 
of houses at the Atlantic seaboard, and it is hard to change me practice. When the 
immediate-transportation act was passed, whifch allows importea goods to go to inte- 
rior points under bond and to pay duties there, many interior cities began to do then- 
own import business, but San Francisco of course gainra no advanta^ from this change. 

As a matter of fact, continues Mr. Stubbs, the controlling factor m the import rates 
on Asiatic commodities is water transportation by the Suez Canal, the Isthmus of 
Panama, and Cape Horn. The business went origmally entirely by these routes, and 
the railroads were forced, if they were to take any traffic at all, to meet their rates. 
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Naturally the import rates which were made were lower than the rates on dome^ic 
duties, while the steamers from the Orient to San Francisco also ni^le lower rates for 
gowls going to the Eastern cities than for those going to San Francisco. 

The witness doubts whether there is much profit to the railroad companies in the 
import traffic which they carry at these low rates. He adds, however, that all rail- 
roads are forced to take some business which is subject to strong competition at rates 
whicii are not compensatory and which give little regard to the total cost of transpor- 
tation. Under these circumstances the ciirrier df)es not consider the numerous fixed 
charges, whicli do not vary whatever tlie volume of business. Moreover, about 75 per 
cent of ordinary operating exjienses will be found to vary but little as the volume of 
business fluctuates. Accordingly the goods carried at very low rates may more than 
cover the additional cost which (tarrying them necessitates. The witness therefore 
does not think that railroads have actually carried Asiatic business at a loss. He says, 
further, that he does not suppose that the Eastern business of the Southern Pacific 
coming from Asiatic ports would exceed 12,000 tons, which is a very small proportion 
of the total business. (701.) 

Mr. Makkham, of thelllinoisCentral, states that the transcontinental rates on silks, 
teas, et(!., is controlled considerably by rates of the Suez Canal and the Indian Ocean. 
(442.) 

E. Differential ratei from the Weet to the Eaitern cltie§.— Mr. 

Howes, of the Boston Chamlxjr of Commerce, says that the export rates from Chicago 
and other Western points to Liverpool via Boston are the same as those via New 
York, but that the focal eastbound rates on sixth-class traflu; are 2 cente higher to 
Boston than to New York, the effect of which has been to deter the building up of 
a local grain business at Boston. While New York, Philadelphia, and Baltimore 
often have large quantities of spot wheat which can be shipiKid to any foreign port, 
as the exigencies of the trade may require, Boston does not have it. The contracts 
for grain passing through Boston to Liverpool are made at Chicago or beyond, and 
the shipments are macle as through shipments, thus benefiting Boston very little. 
It has also prevented the building up of a tramp-steamship business and has confined 
the exports from Boston largely to England. Apart from this differential, the wit- 
ness is not prepared to say that Boston suffers any from the freight rates from the 
West. Theoreticxilly, there is no reason why the local ratt‘8 from Chicago to Boston 
should be any higher than the through export rates. On a carload of 40,000 pounds 
the differential would be $S. The witness believes the rates are not always observed. 
The statement is made that a dealer who has a large shipment (oming from Chicago 
can get a rate made temporarilv for that particular shipment. Tlu- railroad agent at 
Chicago will write a letter noti'fying the Interstate Commerce Commission that the 
railroad has changed its rate, and then, 5 minutes afterwards, write another letter 
stating that it has been changed back to the old rate. Baltimore has a differential 
in its favor on shipments from the West, but its extensive exports are believed by 
Boston people to grow out of an additional cut in rates to that city, (701. ) 

Mr. Langley says that New York has suffered much from the competition of other 
trade centers, many of which have railway lin^ that are interested in building up 
those centers. New York has been discriminated aminst for 20 years in the scale 
of rates in force between the East and the West. Boston is in the same position. 
Beginning at Boston and running down to Newport News, there is in existence a dif- 
ferential scale of rates from Chicago of about 2 cents per hundred pounds. Baltimore 
gets flour from Minneapolis for miout 6 cents a barrel less than New York. In the 
opposite direction it costs New York more per hundred pounds for the shipment of 
merchandise than it costs Philadelphia and other cities south. This whole subject 
was agreed upon between the railroads about 20 years ago. The question waa sub- 
mittS to arbitration at the instigation of the New York Central and the Pennsylva- 
nia roads, and a commission, consisting of Allen G. Thurman, ex-Senator Washburn, 
and Judge Cooley, was appointed to investigate the matter. The merchants of New 
York were at first oppos^ to the rates, but they afterwards concluded that the con- 
dition of things was forced upon the New York Central in orcier to protect its earn- 
ings, and they ceased to make any strenuous complaint about it. It was practically 
a blackmailing scheme forced upon the New York Central by the trunk lines farther 

In the export business, however. Boston takes the same rate as New York, in order 
to be put upon the same basis. Tne only reason that cp be assigned for the special 
advantage which Baltimore and Newport News have enjoyed under this arran^ment 
is that it “ represents the price of peace as among the Imes to the seaboard.’ The 
only remedy the witness suggests would be for the New York Central to break away 
from the agreement and insi^ that rates to and from the seaboard points to Chicago 
should be me same for all. He does not think there is any competition between the 
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trunk lines that would benefit New York. The roads that are parties to this agree- 
ment in reference to the differentials are all members of the Eastern Trunk Line 
Association, which al^ embraces the Norfolk and Western and the Chesapeake and 
Ohio roads. The decision of the arbitration committee majr have been just at the 
time, but it was never intended to operate perpetually, and since the establishment 
in the Southern ports of regular lines between the United States and Europe, the 
New York trade has been greatly lessened on direct shipments. It is claimed tW 
the terminal chaiges in New York have a great deal to do with the differential, but 
• the witness does not know much about that. Likewise the transfer charges in New 
York and Buffalo have some effect in diverting business to the Canadian lines. The 
general rule is as expressed in the maxim, that “ commerce follows the lino of least 
resistance,” (872-874.) 

Mr. (tiuswold, general freight and passenger agent of the Western Maryland Rail- 
road, states that the system of differentials between cities grew out of the competi- 
tion between railroads, and was first arranged by compromise and agreement on the 
basis of lower rates to the shorter lines; as, for instance, a lower rate from Chicago 
to Baltimore, for exjiort traffic, than from Chicago to New York, liecause the distance 
is less. Of course a longer route from Chicago to Baltimore must necessarily make 
the same rate as the shorter. The facilities of a port in handling export traffic are 
also considered in arranging differentials. The port which has the worst facilities 
claims the lower rate. (612, 615, 616.) 

Mr. Griswold says that the present difference on export grain from Chicago between 
New York on the one hand and Baltimore on the other is cents a hundred. All 
differentials between seaboard points are absolute differences per hundred, and not 
jK^rcentage differences. (614, 615.) 

On westbound traffic Baltimore has a differential as compare<l with New York 
which on merchandise ranges from 8 cents (first class) to 3 cents (sixth class.) Mr. 
Griswold does not know that this gives Baltimore a distinct advantage in the importa- 
tif)n of foreign prod ucts. New Y ork has an advantage in the number of regular steam- 
ship lines, an(l also in the number of tramp steamers. The ocean rates might be so 
much lower than those to Baltimore as to offset the differential on the railroads; 
sometimes they are; generally, however, they are about the same. (620.) 

Mr. Griswold thinks that the giving of a greater differential to New'port News than 
to Baltimore has had some effect uj^n Baltimore traffic; but it is hard to say, because 
traffic is influenced by so many conditions. When the grain trade drops at a jwrt 
everybody thinks that something has happened to draw business away; but the next 
year, under the same condition of rates, etc., the business may come back. Mr. Gris- 
wold thinks, however, that if the rates between New York and Chicago were brought 
down to a level with those between Baltimore and Chicago Baltimore business would 
be considerably injured. (615, 623.) 

F. Carload rates (see also as to Pacific coast, p. cxvi).— 1. Gmerally.—'M.T. 
Langley, of the Merchants’ Association of New York, says that in making the classi- 
fication the roads have adopted what are known as the carload and less than carload 
rates. For instance, the roads will make a rate fora carload from New York to 
Chicago so low that the Chicago merchants will l^e able to distribute those goods from 
Chicago to a point many miles east toward New York, the carload rate and the local 
rate from Chicago east being less than the carload rate from New York to the inter- 
mediate point. The difference between the carload rate and the less than carload 
rate would not be a discrimination if there was any fixed rule for the difference, but 
the classification committees observed no fixed rule. (861, 863. ) 

2. S&uthem Classificxition.—MT. Langley says that the Southern group of railways 
are interested in building up Southern territory to the exclusion of merchants else- 
where, and make a wide difference between the carload and less than carload rates, 
so that it is practically impossible for any outside merchant to make any sales what- 
ever in Southern territory. The effect is to exidiale the foreign jobber. This wit- 
ness complains especially of the numerous increase in the difference between carloa<l 
and part carload rat^ in the South. He declares that the railroads exercise a power 
frequently ec[uivalent to taxation. Their actions are purely arbitrary and are gov- 
erned by their own consciences. Arguments may be presented before the classifica- 
tion committees, but there is no power which can be invoked to compel any change 
in the classification. (862. ) 

Mr. McGovern testifies that the Southern Classification Committee has no fixed 
nile with reference to whether an article ought to take a carload rating or whether 
it ought to be any per cent less than the carload rating. No effort has been made 
to increase the number of carload ratings or to widen the distance between the 
carload and less than carload rating. The practice has been to limit the number of 
carload ratings to those articles which are ordinarily moved in carload lots. The 
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Southern Claflfiiflcation has comparatively a smaller number of carload ratings than 
the Official and Western Classifications. The Southern Classification Committee has 
not attempted to prevent New York or Chicago or anv long-haul market from doing 
business in the South by increasing the number of carload ratings so as to build up 
the interior Southern jobber, or for any other purpose whatsoever. The Atlanta 
jobber wants as low a carload rating as ne can get. He desires that the carload rate 
from New York to Atlanta, plus the less than carload rate from Atlanta to any small 
town in the Atlanta territory, should approximate the through less-than-carload 
rate from New York to that town, while the far-off jobber as a rule wants no carload 
ratings at all. This is the issue in the case of the New York Merchants’ Association 
V. The Southern Hardware Jobbers’ Association. All rates for short distances are 
higher per mile than for the longer distances. It is possible in some instances (but 
there is no deliberate intention on the part of the Southern Classification Committee 
to that end), for gocxis to be shipj)ed from Now York to Atlanta and reshipped back 
160 to 200 miles toward Now York at a cheaper rate than they could be sent direct 
from New York to that destination. This fac’t shows a wide difference between the 
carload and the less than carload rate. The witness does not recall any instances of 
this kind of rate, but says that agricultural implements in carload lots are rated 
as sixth class, subject to a minimum of 20,000 pounds, while in small lots some of 
them are first class and some second class; so that a car could be shipped to Atlanta 
sixth class and then distributed on the first or second-class rate out and the distribu- 
tion could go a good distance before the through first or second-class rate on the 
part carload to the final destination from New York would be eqimled. Questions 
of this kind are not considered by the Classification Committee, ^ch case is taken 
up on its own merits, but it is not the policy on the part of the committee to keep 
thethrough shipper from doing business in the South o.’ to build up the interior 
jobber, or vice versa. If such iwlicy were pursued by the committee it would stamp 
out the coastwise trade of the Old Dominion Steamship Company and the other 
coastwise steamers, all of whom have representatives in the Southern Classification 
Committee. The Southern Classification Committee is making no efiort to get into 
line with the policy of the Official and Western classifications on this point. If they 
are getting closer together, it is merely a coincidence. The witness believes that 
the question of minimum carload rates might be brought closer together in all three 
classifications, and thinks 12,000 is a proper minimum carload for all parts of the 
coimtry. (662, 663, 666.) 

Mr. Markham stetes that the rates on the Illinois Central are not determined by 
the Southern classification committee, and it has rates for carload lots less than for 
part carloads. He thinks the lines within 100 miles of the Mississippi Kiver have 
carload and less than carload rates. Possibly the discrimination is greater now 
between carload and less than carload rat^ than it was 20 years ago, and the effect 
is to increase the carload business. (441. ) 

2. Carload roles to Denver.— Griffith, representing the Denver Chamber of 
Commerce, says that he knows of no carload rates which are granted on shoes or other 
high-class commodities in shipments to Denver. There are carload rates from Chi- 
cago and other points to Montana which operate to the disadvantage of Denver. 
The witness presumes that there may be carload rates to Denver on some classes of 
articles. (856.) 

©. Paralleling of railroads and Us effect on rates.— Mr. Thomas, of 
the Erie Railroad, does not think that direct competition between parallel railroads 
is an advantage to the public. It increases the expense of transacting a given amount 
of business. Thus the Nickel Plate and West Shore railroads were huilt pardlel to 
the Lake Shore and the New York Central, which were fl.hiindflnt.ly able to trans- 
port all the traffic at the least possible cost. It would have been much more to the 
interests of the country to have the money invested in improvements on existing 
lines. The same is true of the Lehigh Valley and the Central Railroad of New Jer- 
sey. Either of these roads could do all of tne business of the other in some of the 
territory. Operation could be conducted more cheaply if all the business were car- 
ried by one Ime. The witness has never known of an instance where the cost of 
transportation has been reduced without benefit ultimately going to the public. 
Delation directed to preventing the building of parallel lines would be more desir- 
able than^ that restricting freight rates. Overcompetition is more damgerous than 
combination. At the same time Mr. Thomas thinlm that there is an advantage in a 
certain degree of competition, especially between the trunk lines which can carry the 
same through traffic, but which do not parallel one another locally. There will 
always be competition between New York and Chicago. If one road fails to supply 
ejgall^^tisfactory passenger facilities, another road will take away its business. 

Cbnjfmrion of now railroads to Pacific cocwf.— Mr. Stubbs, of the Southern Pacific 
Company, asserts that the extension of the Chicago, Burlington and Quincy Railroad 
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to the Pacific coast is not demanded by the volume of trafiOic. It would merely 
create a new capital for the community to support. He believes that in the long 
run the public nas to pay the charges of the construction of unnecessary railroads, 
and that there is already as much competition among transcontinental rows as they 
can possibly stand, none of them except the Northern Pacific now paying dividends. 
The proposition to extend the Union Pacific from Ogden to southern California may 
be viewed in the same way, and the witness does not know whether it will be even 
of benefit to the Union Pacific. (764, 765. ) 

Mr. Wheeler, of the San Francisco Board of Trade, says that he does not know 
authoritatively whether it is the intention of the Burlington Railroad to extend its 
system to the Pacific coast. In a general way it may be well for a section of the 
country to have as many railroads as possible, but the witness is inclined to think 
that the building of new roads does not tend to lov/er freight rates, but merely 
makes one more to divide the receipts, so that there is even a disposition to increase 
the rates somewhat. ( 747. ) 

Western Maniland Jlailroad. — Mr. Griswold, general freight and passenger agent of 
the Western Maryland Railroad, savs that his road has a line 87 miles long between 
Baltimore and Hagerstown; the Baltimore and Ohio has one of 104 miles, and the 
Pennsylvania one of 158 miles. The rates on all three lines are the same, and the 
times of delivery are also about the same. Preference in shipment depends upon 
the location of the shipper and the receiver, terminal facilities, etc. The whole busi- 
ness of the section could bo handled by one road. Each road reaches other points, 
however, which the others do not reach, so that it is not a useless paralleling. (616, 
622.) 

H. Subsidiary traflic orjvanizationa— Private car*, etc.— 1. FasU 
freight lines. — Mr. Nicholson, of the Central Ibiilway Clearing House, testifies that 
the fast-freight line system was started in the days when one road was afraid to let 
its cars go on the track of another, and freight was transferred and tlio settlements 
made on the revenue thereof at jtinetion points. To obviate the delay of this method 
of procedure, various fast-freiglit lines were organized, such as the Bine Line, the 
Red Lino, the White Line, and others, for the purpose of allowing the enrs to go 
through from New York to the Western cities. A special waybill was gotten up to 
meet tlie accountingVijuirements, the division of revenue among the railroads being 
shown on each shipintuit, at the bottom of the bill, and when the first junction point 
was met the agent of tlie other road paid in cash to the agent of the initial road the 
revenue duo him, and billed the car out, and so on to its destination. The fast-freiglit 
lines were usually only branch dejiartments of these combined railroads. The Mer- 
chants’ Dispatch Line is a corj)oration, its stock being owned chiefly by the New 
York Central interests. There are 15 or more fast-freight lines nmning over the 
New York Central. Their a<‘count8, with one or two exceptions, are not audited by 
the Central Railway Clearing House. The rates charged the fast-freight lines are 
the same as the rates charged to others. When they own cars they are paid the same 
mileage as other persons. The system of division of earnings between the different 
railroads connected with the line is on the basis of relative mileage, except in the 
case of short lines, where constructive mileage is allowed, or there is the addition of 
an arbitrary charge for physical disabilities of switching and delivering. 

The fast-freight lines, continues Mr. Nicholson, are gradually passing out of use. 
Those remaining are being consolidated. They are more numerous on the New York 
Central than on the Pennsylvania system. The Union Freight Line, operating over 
the Pennsylvania Railroad, is not a corjioration. It has its own soliciting agents, 
however, to solicit freight in the name of the line, as do all the other fast-freight 
lines. The fast-freight lines are looked upon by the traffic officials as a sort of trade- 
mark. Shippers often send freight over a particular line because they have had good 
service by it before. In the country west of Chicago the fast-freight line is unknown. 
The costs of operating a fast-freight line are from to 6 p(‘r cent of the freight 
receipts. These expenses are paid by the roads on a cooperative basis, each line 
paying its pro rata amount according to earnings. From a traffic standpoint, the 
railways desire the fast-freight lines maintained; from an accounting standpoint, they 
wish them abolished. There is not the same justification for them as formerly. 
They are regarded as merely a branch of their companies. (724, 725, 728, 731. V 

Mr. Griswold, general freight and passenger agent of the Western Maiylana Rail- 
road, says that fa^freight lines used formerly to be organizations entirely distinct 
from the railroads, owned largely by officers of the lines over which they operated, 
and to some extent by outsiders. Mr. Griswold does not know of such a case now. 
The fastrfreight lines that now exist are nothing more than names, by which the 
conduct of through traffic over 3 or 4 or more railroads is placed for convenience 
under the control of one manager. Their purpose is to secure through schedules 
and give better service, thus enabling the lines to compete more effldenfly for traffic. 
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The power to make rates is sometimes given to the manager of the line, but as a rule 
the manager can not make a rate on any i)usine88 without the consent of the road on 
which it originates. It is ]) 088 ible for a manager to make a cut rate with the concur- 
rence of some one line, that line protecting the cut, without the other roads being 
parties to it. (61,3,614.) 

Mr. CiUiLLAUDEU states that the bu8ine.ss of the Old Dominion Line in connection 
with the Southern Railway from New York to Atlanta is done under the Piedmont 
Air Line, an organization witli a trade-mark and with agents in N(^w York, Boston, 
and elsewhere to look out after busines.'^. ^ The organization has traveling men and 
is kept up by contributions from the various transportation companies for which it 
does buHiriPHH, (446.) 

Mr. TAi,avrT, assistant to the president of the Seaboard Air Line, says that there 
never have Ix'cn in the South any indeiieiident fast-freight lines like those that exist 
in the North. The line.s have simply been made up by Combinations among the rail- 
road companh'H, each putting in itsrpiota of cars and establishing a line organization. 
(63.h) 

2. J{f[fr>(itralor van. — Mr. Btubbs, of the Southern Pacific Company, alludes to com- 
plaints of Califortiia fruit Hhip})ers against charges of the refrigerator companies. The 
charge's are appart'utly rather high, but the refrigerator companies have claimed 
before the Interstate Commeree Commission that tliey afforded no more than a 
reasonable profit. Mr. Stubbs thinks, however, that some reduction will soon bo 
made, lie says that shijepers desire that railroad companies should themselves own 
those cars, hut that this is doubtful, since the movement of fruit is confined to a com- 
paratively short season, and a company which owns these cars can put them into 
service in other sections of the country and other lines of transportation, as a railroad 
company owning them could not do. The experience of the witness leads him to 
lielievo that it is more economical for the transcontinental railroads to lease those 
cars from companies than to operate them directly. He declines to state the rate 
paid by the railroads for the use of the cars, hut says that it is less than the prevail- 
ing rates on the Eastern roads, which are three-fourths of a cent or 1 cent per mile. 

Mr. Stubbs slates that the freight rates on green fruit are the same to all Eastern 
markets, while the refrigerator companies necessarily grade thei r charges according to 
distances, esiiccially betmso it requires more ice for longer distances. The railroad 
freight rate on fruit from California is$1.25 per 100 pounds, while the witness supposes 
that the refrigerator charges vary from.$,50 to $13,5 per car (of 10 to 13 tons. ) (769. ) 

Mr. WiiKEr.ER, of the San lYancisco Board of Trade, says that formerly the E. T. 
Earl Company operated refrigerator cars in the California fruit business, but that it 
recently sold out to Armour & Co., who now operate practically nil of the refrigerator 
cars, although t he w itness thinks that the Santa owns a few cars also. Complaint 
has CK'en made that the charges for the use of these cars are excessive, but the wit- 
ness does not know much aliout the subject. He thinks, from conversation with rail- 
road men, that the time is not far distant when the railroads will own and control 
their own refrigerator cars, but the proposition seems to cause a good deal of friction 
with the private lines. (7,54. ) 

3. Private cars mul car Mr. Adams, statistician of the Interstate Commerce 

Commission, says that there are immense numbers of private cars, and that the rental 
paid for them by the railroads runs into the millions. If any rolling stock is lying 
idle and not used, it is not usually tlio jiroperty of the private car companies. On 
the other hand, the equipment trust obligation, under which a conqiany took over a 
car and used it as its property and at the end of the year paid 6 per cent on its value 
and 2 per cent for annuity is gradually disappearing. The plan is like buying goods 
on the instalment plan. The better roads are either owning their own cars or renting 
from outside parties on a mileage basis. (386.) 

Mr. Talcott, assistant to the iiresident of the Seaboard Air Line, says that car 
trusts are very general, he thinks, in the Southern States at the present time. (635.) 

4. Express companies.— Mr. Taudtt says that when he had to do with express- 
companv cont^ts, the contracts provided that railroads should give the express com- 
panies the available space for transportation, without interfering with the transporta- 
tion of mails, or jiassengers and their baggage. The railroad determined how much 
space should be made available for express and how little. But the rates were made 
by the express company, and the earninra were divided between the railroad and 
the express company on a percent^ baafi. The express company received a larger 
proportion on the through competitive business than on the local business. (^635.) 

Mr. Adams, statistician of the Interstate Commerce Commission, thinlcs tnat 
express companies ought to be subjected to the same scheme of reporting as the rail- 
ways, and also that the private companies that furnish cars to railroads and receive 
a rental for them onght to be brou^t under the supervision of the Interstate Com- 
merce Commission, at least so far as rejports are conceimed, (386.) 
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1. Central Ball way Clearing HouiC.—l. Buffah liaUimyClearing House.— 
Mr, William Nicjioijson, manager of theCentml Railway Clearing House of Buffalo, 
New York, testifies that the clearing-house principle was made applicable to the 
through-freight traftic accoimting of the New York Central and Hudson River Ihiil- 
road (/ompany, its leased and opiu-ated lines, at the instance of Mr. John Carstensen, 
the comptroller of those lines. A more general clearing house was established at 
Buffalo on April 1, 1899, for the purpose of handling certain details of through-freight 
accounts for theallicdroadHterminatingattheNiagarafrontier. ThememlKirshipcon- 
si.'^ted of the New York and H udson River RaiIroa<i Company, the W est Shore Railroad, 
tlie Like Shore and Michigan Southern Railway Company, the New York, Chicago 
and St. Louis liailway Comi)any, and the Pittsburg and Lake Erie Railroad Company. 
The duties of tins clearing house were: The clearance of freight-revenue balanct'S 
accruing between theclearing-lmuse roads, on all interline, joint and fast-freight line 
tvatlic passing through Buffalo or crossing the Niagara River at Black Rock and Sus- 
pension Bridge; the complete and ])roi)er revision of all billing; the compiling and 
furnishing to the accounting de])artnients of the roads all statistics, statements of 
earnings, etc. : the checking and reewding of all joint or fast-freight line claims, and 
the keeping of coinidete re<‘ords of clearing-house and bust-freight line business. All 
freight agenis of companies members of the clearing house were to be (‘onsidered as 
agents of the clearing hou.se, and to respect orders of the manager. Clearing-house 
trattic, otlH'rtluin fa.‘'t-freight line, to Ixi waybilled exclusively without divisions of 
earnings on a sj)ecial clearing-house waybill. The clearing house to use, whenever 
])racticable, the standard blanks of the As,sociation of American Railway Accounting 
Onicers. (719-720.) 

2. Nco/jc (if Riubtaij (!le(mn<j I fame. — Mr. Nicholson te.stifiesthat the Mich- 

igan (Vntral Railroad with<ir<‘w from the Buffalo Clearing Hou.se on December 1, 
1899. Tin* roiuson for withdrawal was that it had a weekly system of accounts. 
Another reason was that it was afraid that its competitors would know the amount of 
biuriness it was doing. It also found fault with the methods of the clearing house and 
ot the cxecutivi* committee. No further change in meml)ership occurred until May 
1, 1900, when the Chiveland, (hicinnati, Chicago and t<t. Louis Railway and the hake 
Lrie and Western Railroad were admitted to membership. In view of the fact that 
the two last-nanie<l companies ami the Pittsburg and f.ake Erie Railroad Company 
did not have termini in Buffalo, the executive committee changed the name of tluj 
jus.sociation to the CVuitral Railway Clearing I louse. The association has an executive 
committee compost'd of one representative of each road. 

The duties of the clearing house have bet'u largely increased from time to time, 
and at present it accounts for revenue on tlui following traffic, viz: Interchanged 
between the New' York (’entral and Hudson River Railroad, West Shore Railroad, 
Romt*, Watertown and Ogdensburglhiilroad, Pennsylvania Division of the New York 
Central and Hudson River Railroad, Mohawk and Malone Railway, Wallkill Valley 
Railroad, Beech Crt'ck Railroad, Lake Shore and Michigan Southern Railw'av, 
New York, Chicago and St. Louis Railroad, Cleveland, Cincinnati, Chicago and SL 
Louis Railway, liUke Erie and Western Railroad, ami Pittsburg and I^ke Erie Rail- 
road, ])assing the Niagara frontier. Between the Lake Shore and Michigan Southern 
Raiiw'ay on the one hand and, on the other, the Cleveland, Cincinnati, (Jhicagit and 
St. Louis, the Pittsburg and Lake Erie, and the Lake Erie and Western liailroad. 
Between the New York, Chicago ami St. Louis Railroa<l and Cleveland, Cincinnati, 
(Chicago and St. Louis Railway and the Lake Erie and Western Railroad on tlui 
other hand. Between the Buffalo and Allegheny Railroad, Buffalo and Mi8siHsii)pi 
Railroad, New York ('entral and Hudson River Railroad, West Shore Railroad, 
Rome, Watertown and Ogdensburg Railroad, Pennsylvania Division of the New 
York Central and Iludson River Railroad, Mohawk and Malone Railway, Wallkill 
Valley Railroad, Beech Creek Railroad, I^ake Shore and Alichigan Southern Railw ay, 
and all Pacific coast roads where transcontinental tariffs apply. 

In resjiect of transcontinental traffic lietween the Atlantic and Pacific coast points, 
the clearing house also ac’ts for the Boston and Albany Railroad and the Boshm ami 
Maine Railroad Company in the matter of accounts. The revenue on traffic betw’een 
transcontinental tariff points to the Pacific coast and those within clearing-house ter- 
ritory east of the Niagara River via the Michi^n Central Railroad is also taken care 
of in the clearing house, but the local traffic of the Michigan Central Railroail Com- 
pany is accounted for to that company direct. (720, 721. ) 

Mr. Nicholson testifie.s that the Trunk Line Association of New York has jurisdic- 
tion over the east-lxiund traffic, while the Central Traffic Association of Chicago has 
similar functions with respect to west-bound traffic. The railway clearing house has 
nothing to do with these associations, except to get tariffs and instructions to check 
revenues of the roads. (725, 720. ) 

3. Organization of ckarmg house.—Mr. Niciioi.son says that there are 220 employees 
of the association, 198 of whom are clerks. The number of clerks employed on the 
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actual clearing-house work is 158. The average clerical salary is $44. 94. An itemized 
statement of the business of the association arrotnpanica Mr. Nicholson s testimony. 

The geiK'ral suoervision of the affairs of the clearing house is handled by the man- 
ager and his chief clerk. The work is divided into II departments, each in charge 
of a head clerk, as follows, viz: (1) Accounting department, (2) apportionment 
dei)artment, (3) statistical department, (4) abstniet department, (5) revision depart- 
ment, (6) claim department, (7) daily earnings department, (8) mailing department, 
(9) bindery, (10) stationery, (11) telegraph. (721-723) 

A partial idea of tlu^ extent of the iMismess, from the date of its organization to 
the present, can he gained from the following shitistics to May 1, 1901: 


Revenue of, cleared Indween membei’ship roads 133, 997, 541. 91 

Total number of tons forwarded and received from stations on all 

roads, divided into 00 commodity (‘lasses 9, 620, 994 

Total number of waybills alwtracted for trunk-line commissioners on 
traffic moving east bound from the Niagara frontier, showing nuin- 
Ixir, date, station from and to, weight in pounds, extended and 

hatted 1,532,986 

(721-723.) 


4. Method and advanta,ijen of rfiihmy accouMimj by the deariny house. — Mr. Nichol- 
son testilies that prior to the organization of the clearing house practically all busi- 
ness interchanged between the roads was settled for by the agents at junction points. 
The old system provided that each individual waybill should b(^ divided and settled 
lietween the road.s. Take, for (example, a shipment from Boston to East St. Louis. 
The old juncti(ui-settlement plan would reipiire the .stopping of the waybill at Albany, 
East Buffalo, and Cleveland for junction settlement between tlu^ roads handling the 
shipment. With the clearing-house plan, the W'avbill would be reported as for- 
w'arded by the agent at Boston and as received by the agent at East St. Louis, direct 
to the clearing hou.se, where the i^ime would be aceountcfl for to mads in interest on 
the basis of the known tariffs and division sheets. At the end of ('ach month the 
])roper ollicer W(uild b(‘ notified by it of the condition of accounts affecting the other 
mails for all waybills handled in that month. (721.) 

Mr. Nicholson declares that the clearing house has done mori'than any othc‘r agency 
to provide for the deli vmy of .shipments to con.signeea on proper net charges, ltdoes 
away with the multiplied settlements of the railroad.s, expedite.s the movements, 
minimizes thi' colli'ction of overcharge.s, simplifies the accounting, and concentrates 
the preparation of statistii's and other information for railroads in interest. 

Its methods represent the most pronounced concentration of through freight 
accounting. The clearing house is a m(3vc in the direction of economy, and if made 
universal would bt; a very great benelit. 

TheCVntral Railway (bearing Hou.se has long since pas.sed through the crucial 
pt‘riod.of its existence and has been made a success from the date of its incejition. 

The system of the clearing hou.'^e is used as one railroad, whether there be 4 or 5 of 
them in the same territory. So far as the expense of the clerical force is con- 
cerned, the clearing house is an economy to the several companies. The incorpora- 
tion of the passenger accounting into the clearing house has been talked of, but the 
witness does not .see that anything would be gained by it, because the pa8.senger 
business is all prepaid, while 5)4 per cent of the freight is collected at the point of 
destination. dTie clearing hoiLse merely has charge of accounts, and not of cars, 
except as they may affect di-stinet freight-line accounts. (721-721, 729-731. ) 

The earnings are furnished to the various deoartments every day and .some statis- 
tics every day of certain classes of fieight; anything, in fact, that the traffic manager 
may require. The earning ability of every single part of the road is thus made 
known. He does not know that the question has ever come up as to whether the 
books of the clearing house are open to the inspection of the Intei’state Commerce 
Commission. The clearing house publishes no reports of any kind. Its figures are 
incorporated in the auditors’ books of the various companies, and are published by 
them. 

Mr. Nicholson says, further, that the clearing house has no financial function, all 
moneys collected by the agents being remitted to the treasurers of the respective 
roads direct. It is merely a branch of the auditing department. The establishment 
of the clearing house has had the effect of simplifying the work of auditing at the 
several headquarters of the road. 

The witness states that the clearing-house system might enable each road in inter- 
est to arrive at the total amount of biisineas done by its competitors, but that informa- 
tion is never allowed to be given to the competitive roads. The accounts of each 
road are kept to themselves. He does not think that there would be any dif- 
ference in principle even if the railway systems in the clearing house were not con- 
trolled by the same interests. ( 730. ) 
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Mr. NicholHon sayp, further, that Commissioner Knapp, chairman of the Interstate 
Coiiiraerce Couuiiission; the late (Jeoi^ge K. Blanchard, trunk line commissioner, 
and other noted mil way men liave gone on record as favoring the railway clearing 
house. He quotes from a ])rominent milway traffic official: 

“ It is our ex))erienco that no armngement of accounting between coimecting roads 
is so satisfactory and j)roduces such good results as that of through billing with audit 
settlement. The work of the clearing liouse in that connection has been inarvelous.” 
It is ‘'one of the great modern improvements for the settlement of interchange 
trallic.” (72-1.) 

5. Kuropcim c/cnrm^/ Mr. Nicuolso.v testified that he is not aware of any 
clearing houses in Kuroj)e, excejding one in Kngland and one in Ireland. The 
clearing house of hingland is very large, and re<juires a clerical force of thousands, 
lie does not believe a universal clearing house lor the American railways could be 
established, iK'eause of the immensity of the business, (72S. ) 

J. miscelliincoiiM. — l. Baltim>re fre'Kjht comnnWr.—Mr. (Jiuswoun, general pas- 
senger agent of th(5 AVestern Maryland Railroad, states that the Baltimore Freight 
Committee is composed of representatives of transportation lines which either termi- 
nate at Baltimore, or pass through there, or ha\e repres 'utiition there. He thinks 
each important railroad and sti'amboat lim* is represi'iih'd. It has ('xi.sted since Jan- 
uary 1, IS98. The jmrpose is to discuss any (piestions that may be brought u]) and 
to secure uniformity of practice. It meets at the call of the chairman. It can not 
make a decision except by a unanimous vote. If any re])resentative has no power to 
act on a givcai rpiestion without referring it to his trallic department, he must state 
the fact. Sometimes matters are held ovi'r until a vote is receiveil liy hdter from a 
member so situated, or until a subsequent meeting. Tlie committee has only a lim- 
ited authority overrates, and none over differentials. 8e\erai of the representatives 
must obtain authority from their traflic (ifficials before consenting to any action on 
rates. Tlx'ri' are local freight commitb'es at various other citicNS, one in Boston and, 
the witness thinks, one in SA-w York. ((>11, (>12.) 

2. C/m/if/os III Bacon, of the Michigan Alkali Company, com- 

plains of the fact that, fnught rates are change<l at the jik'asure of the railroads at 
any time, thus ]>uttiug the manufacturers at sea in making their contracts. As an 
illustration, the fri'ight lates on alkali ])roductsfrom Wyandotte, Mich., to Richmond, 
\’a., were, during 1899, raised from 18 cents piT hundred to 24 cents, then reduced 
to 1()A cents, and on .laniiary 1, 1900, reduci'd to 18 cents, while on January 28 the 
rat(! was again increased to 10^ cents. TIk; witne.ss believes that rates should lie 
fixed by a central authority and retained fora year unchanged. (70.) 

8. fi<inlliit/ of nJiiptiii’nh (>ffiri(jht,----'S\r. 8'rmms says that the Southern Pacific and 
Santa Pe railroads have recentlv (‘xercised the pow’cr of directing the route over 
which shii)ments of oranges shall go after leaving their roads. This was necessary 
to break uj) tlie practice of the ahip])ers in (hananding rebab'S from the various rail- 
roads connecting with transcontinental lines its a consideration for sending shipments 
over them. (704. ) 

4. Uniform v'djihillH.—Mr. Niciiot.son testified that a movement has been started 
for uniform wayliills and uniform freight and expense bills all over the United States. 
The Association of Accounting Officers has adopted a wavbill, which is used by 100 
railroads. (728-729.) 

5. Flonthuj cotton.— Matikiiam states that “floating cotton “ is cotton 8hi})ped 

from a town where there is no com]>re.ssandHto|)ped in trausitat a town where there 
is a comj)ress, wdiere it can be compres.'jed, classifletl, and afterwards reloaded for its 
destination. By this practice cotton ])urchasers an; enabled to shi}) full carloads, 
which is an advantage to the ])roducer of from $1 to ^8 per bale, and does away 
with the middleman at great cotton centers, such as Memphis and New^ Orleans. 
Formerly the cotton factor at New Orleans or Memphis advanced money to the pro- 
ducer for supplies and other material entering into the i)roduction of the crop. Inter- 
est, commissions, brokerage, insurance, and handling (he cotton generally resulted 
m the jirodueer's getting very little, if any, profit. The practice of floating cotton 
lias done away with this. A ery little cotton is bought on the Illinois Central for 
Southern mills, but where it is it is bought in the same way as for the New Eng- 
land mills. The effect of this system will gradually take cotton away from the larger 
^ ^ planters can get as good prices now at the small stations. (440. ) 

b. rreujhf rates and cotton favforn's.—}\r. Dunlap, an officer of two small railroads 
111 (jfcorgia, says that special rates on cotton-factory machinery and materials have 
been made by the railroads in the South with a view to establishing them. On the 
witness s road two cotton factories have been built, and the manufacturers received 
a two-thirds rate on their materials. The rate on machinery from New York has 
t^n alxiut 55 cents per 100 pounds. The witne.ss thinks it was desirable to thus favor 
these factories, but he says that the railroads make less profit in hauling the manu- 



0 


INDUSTRIAL COMMISSION : — TRANSPORTATION. 


factured cotton from the factories than they formerly did in hauling raw cotton to the 
seaports. (3, 4. ) 

7. Northern and Sonihem Umnage on the Illinois Central rompared.—Ur. Makkham 
states ttiat the tonnage on the Northern and Southern portions of the Illinois Central 
is very nearly e(iual, but even with that it necessitates a large niiinber of empty cars 
because of the differont freight movements at different seasons of the year. The 
Southern rotwls op('.rato, as a rule, under a disadvantage as compared with the North- 
ern roads, because tliey do not have an c<iual tonnage per mile, and therefore do not 
have tlie same (arnings oer mile of road. (440-441.) 

Mr. Markham states that on the lines of the Illinois Central from (kiro north the 
ton miles to tlie iuiles of line an^ four times what they are south. (437. ) 


IV. DISCRIMINATIONS BETWEEN PERSONS. 

A. iw lo and extent of practlee.— I, Eristenre 

and erils of / n'i ai ay affirm ed.—Vrok'f^aor RirLEV says that personal discriminations in 
rates are common; tluit certain shippers are obtaining rates which are, i)erhapH, .33 to 
40 i)er cent l(‘ss tliaii the jniblished rates, while those who are shipping without the 
large volume which always lends imlucement to cut rates are i)aying nearer the estab- 
lished rate. AVhenever there is open rate cutting, it follows almost invariably that 
that leads to personal discrimination. The competition which rate cutting pn*- 
siipposes leads to a deeper cut for the large shipper or for the person who is shipping 
from a ('omi)etitiv(^ point, wlu'reas the rate remains more nearly at the establislied 
figure where tlie shipment is made from a local station or is made ))y a i)(U’son who 
is Hhij)i)ing small amounts. Personal discrimination is sometimes made through the 
subterfuges of “hold overs,’' rebates, underclassilication, and underbilling. 

The maintenance of rates at an established figure is a very important matti'i’ for 
business men. It does not make so much difference to the manufacturer what freight 
rate he has to pay as it does to have freights uniform for him and for his comjxdi- 
tors. 1 le would rather pay a high rate and have it uniform than get a low rate when 
a compi'titor possibly gets a still lower one. (287, 289.) 

Mr. (iinswoim, general freight and passenger agent of the Western Maryland Kail- 
road, says that theoretically Kiero would l)e a temptation to cut west-bound rates in 
the fall, when mu(‘h graiti is moved East and many empty cars an' going West. He 
does not think that this is important in practice. Kate cutting is more due to the 
anxiety of the solicitors to secure business; they do not consider much the fact that 
cars are going West empty. (822.) 

Professor Pausoxs states that from his investigations he believes the temlency of 
private monopolies is to make comparatively high rates and an unjust, partial, 
com[)lox tariff instead of a simple, symmetrical, harmonious, well-adjusted system 
to develop the country, as would a system of rates under public management. Pri- 
vate monopoly won Id' develop the country only so far as that ilevelopment would be 
profitable to the monopoly itself. The rates at present are so adjusted as to benefit 
the large shipper as against the small one, whereas if any favor should be shown it 
shoiildiio shown to the small shipper. The true policy is to eipialize opjiortunities, 
making rates alike to all under the same circumstances and conditions. (1.34, 135.) 

Mr. TEisnEiio, secretary of the State Railroad and Warehouse Commission of Min- 
nesota, says that in the opinion of his commission the absolute amount of freight 
charges, within reasonable bounds, is of less importance than uniformity of charges 
to all patrons of the road. So far as busine-ss within the State is concerned, he 
believes that there is not much discrimination, liecause there seems to be no tempta- 
tion to it. On business between Chicago and the Twin Cities there is a great deal of 
competition, and it is likely that rebates and various other schemes are often resorted 
to. (366. ) 

Mr. W iiiiON testified that large shippers generally have an advantage over smaller 
ones. Kailwtu^ discriminations have destroyed fortunes and have driven people out 
of business. The public has no idea of the extent to which they still prevail. They 
now generally take the form of combinations of heavy shimiers who have cars and 
equijiment oi their own, and the rental that they are able to command for the use 
of those cars is very great. Tliis has the effect oi driving out of business the firms 
who do not own cars. Railway discriminations are beyond legislation. Possibly 
consolidation may remove them. The apathy of the public is the great obstacle to 
the enforcement of the present law's, which are ample for the purpose. (695-697. ) 

Professor Parsons states that the existence of personal discrimination is a power- 
ful argument for Government ownership of railroads. He refers to the report of the 
Senate committee of 1885, w'hich treated specifically of many of the evils of the railway 
systems at that time. Ho quotes from that refiort extensively and also from the tes- 
timony of witnesses who appeared before that committee, as well as from the reports 
of the Interstate Commerce Commission and from other sources, to show that dis- 
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criminations in railway rates in this conntrjr have existed for many years and are in 
existence te-day. The effect of these discnminations is to build up the strong at the 
expense) of the weak. Another effect is to build up the cities at the expense of the 
rural communities. In many instances imlividual business has been built up at cer- 
tain points which have been favored, while many other people less favort)d have 
been driven out. These reports have stated that the published freight rates were 
paid by scarcely any shippers, and that no one shipper knew of the rate another 
was receiving. Professor Parsons declares further that while the interstate-com- 
nu'rce law of 1887 has been passed for the amelioration of the evils growing out of 
these discriminations it has Ix^en found ineffective; that criminal prosecutions have 
been found ineffective to secure the enforcement of the law. (126-128. ) 

Mr. (laiFFiTii, representing the Deiuer Chamber of Commerce, says that the 
practice of granting rebates and personal discriminations was formerly very preva- 
lent in the West, but that he has known of none recently. He i)resumes that there 
has 1 leen an agreement among rail romls to maintain rates. (865. ) 

Mr. Markham, assistant tratlic manager of the Illinois Central, thinks that consoli- 
dation of railroads will be advantageous in doing away with discriminations. Thirty 
years ago it was a very common thing to bill freight openly at one rate to one indi- 
vidual and at another rate to another individual at the same point. The shippers 
did not make any objections, because the party who received the lower rate shipjied 
a much larger volume. Since that time there has been a radical change of thought, 
and a corresiiondingly radical change of action. The traffic managers want to be 
fair, but are not always able to resist propositions which appear to bo fair from a 
business standpoint. (432, 433.) 

2. (Jeio'ml denial of existence of ‘practice.— M.V. Criswold, general freight and pas- 
senger agent of the Western Maryland Railroad, says that rate cutting seems to be 
decidedly less iirevalent than several years ago. The latest instances that ho has 
known ot were near the close of the year 19(X), and in these case-s it was not possible 
to tix it in connection with all-rail lines. The reason of the <liminution of cutting, 
he thinks, is the coo{)eration of the larger lines in maintaining rates and in carrying 
out the re(iuirements of the interstate-commerce act. (614.) 

]\Ir. Grisw’oM thinks that the inlluence of rate cutting on traffic is less than is 
s itnetimes sujtposed. lie thinks that variations of traffic are more likely to be due 
t.) oilier conditions. For instance, a steamship lino at one port may make a spe- 
cially attractive rate in order to till a steamer. The railroad agents are notified of it, 
and they go around among the shippers and get a cargo. There is not necessarily 
any cutting of the railroad rates. (615.) 

Mr. TALcorr, assistant to the president of the Seaboard Air Line, says that so far 
as he know s freight rates are well maintained at the present time. There is business 
enough for all, and there is very little temptation to disturb rates. (627.) 

]\lr. Markham, of the Illinois Central Railroad, says there is but little of what are 
known as special-commodity rates (designed to favor particular shippers) , rebates, etc., 
in existence at this time. The practice was in vogue before the interstate-commerce 
law went into effect of giving special rates from large jobbing centers, but it has 
practically ceased. (437-439.J 

Mr. CuiLi.ArnF.u, of the Oki Dominion Steamship Company, says that if the Inter- 
state Commerci^ Ikimmissioii had power to insure the maintenance of published tariff 
rates it would not beiietit the steamship lines, Kates in the Houthern territory are 
particulaily well maintained. Secret rates and soon are almost unkiiow'u. (448.) 

Mr. Nicholson testifies that the railw'ays have made an organized attempt to get 
rid of secret rate cutting, and seem able to cope with the difficulty. The community 
of interest of railroads is the greatest factor in respect to maintaining rates. (728.) 

Mr. Gkkene, of the Audit Company of New York, thinks that combinations among 
railroads will reduce the evil of wrsonal discriminations so that the question will no 
longer be a burning one. He believes also that the penalty for discriminations should 
be plac-ed upon the railroad corporation rather than its officers individually (487.) 

Mr. WooDLocK, railroad editor of the Wall Street Journal, declares that the pay- 
ment of rebates and the making of discriminations is nearly a dead practice. Rates 
are uniform to shippers to a liegree greater than ever before. (464. ) 

Mr. Anderson, secretary of the Chaml)er of Commerce of Pittsburg, says that some 
3 years ago the chamber, believina that the railroads were discriminating against the 
city, organized a transportation Ixiard and cmploved one of the most competent 
men they could get to take charge of -it. That bureau was maintained 2 years, 
and was discontinued as a department of tlie chamber of commerce simjily because 
nobody could be found who had any complaints to make against the transportation 
interests. Mr. Anderson knew in past years of the existence of discriminations, and 
^^had supposed that they still existed; but they seem to have disappeared. (639, 

Mr. Dunlap, manner of two small railroads in Geoigia, does not think that there 
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are any discriminations of consequence as between different shippers in the Southern 
States. He says in ijarticular that his lines do not cut rates. (2, 4, ) 

Mr. Bacon, of the Michigan Alkali Company, does not believe that there are any 
discriminations l>(‘twecn jx'rsons in the shipment of alkali products. His own com- 
pany gets th(' open rate. The railroads solicit business, but never offer to reduce the 
rate, and the witness believes that his three or four competitors get no advantage in 
rates. (85.) 

3. Nt'w William Z. Kiplky, professor of economics in the Mas.sachusetts 

Institute of ^rec.hnology, says that rates are being cut in New Kngland anywhere 
frijin 30 to 40 ])er cent on \\e.wt-bound tratiic. He refers to a ca.se where a large 
>shi})i)('r i.s sending first-cla.'^s freight from Boston to Seattle for 05 cents [)er hundred 
pounds, whil(‘ the published rate is !i;l.25. The reason for the extiuided cutting now 
going mi is that the large amount of exports and the large amount of traffii! going 
east have' turned a great many mupty cars upon the seaboard ami then* is great com- 
petition among the roads for tilling those cars to the west. Ordinarily Ctanadian 
roads are allowed by the American roads a differential and given an advantage in 
freight rates to Chicago ranging anywhere from 10 cents up u])on a hundred pounds. 
American trunk liiU'S have now begun to cut under the differential, and traflic. which 
for a great many years has beim going over the Canadian lines is now being diverted 
over some of the main trunk line.s. This rate cutting is not due to the desire of the 
eastern trunk lines to cut rates. It is forci'd upon them by the situation. The far 
western connections of tlu'se lines apparently are desirous of securing business which 
shall b(' diverted to their lines by the*eastern trunk lines, and they notify their east- 
ern connections that any busine.ss diverted to them will be taken at a considerable 
cut. The eastern trunk line.s, therefore, must eitlua* fake bn.siness and transfer it to 
their western connections at a reduction or allow it to go over some other competing 
trunk line. Som(^ loads would be glad to do away with the rate cutting and would 
w'elcomo any amendment to the interstate-commerce law which would enable them 
to maintain rates. (28(>-200.) 

Brofes.^or Pmisons riders to the discriminations prevailing on the Boston and 
Albany road previous to its lease by the New York (Vntral, and also subsequent to 
that time, and from a report of the Massachusetts railroad I'ommi.ssion, whicli W’as 
admittedly made by some oflicer of the Boston and Albany Jtailway Cbmjiany (the 
railroad commission not having any knowledge of the facts or any power to a,sceriain 
them), it appeareil that the reiiuctions maile in recent years from the pulilished 
freight rates were in manv instances as high as 73 jier cent, and in nearly all in, stances 
as much us 10 jter cent; that shippers did not dan* to complain, even wdien invited to 
do so by the Massachusetts railway commission, becau.se of the fear that they would 
receive worse treatment at tlie hands of the company. The report of the railroad 
commision on this subject is (pioted in full. 

Professor Parsons declares that in his opinion the discriminations made by the 
Bo.ston and Maine Railroad, as well as by the New York, New Haven and Hartford 
road, were sufficient to create a monopoly in favor of individual .shippers; that a 
monopoly is any ad\antage which tends to shut out comiietition. He gives many 
instances of jiarticulur di.xcriminations in freight rates, and argues that in every one 
of those instances the party in whose favor tlie discrimination was made had been 
given a sufficient benefit to enable him to build up a business, while the less favored 
competitor was compelled to go out of business. (1 2(1-1 32. ) 

Professor Parsons refers to discriminations by the Fitchburg Railroad, the Boston 
and Albany, and the New York, New' Haven and Hartford, as shown by recent 
investigations. The discriminations practiced by these several roads related to local 
traffic only. Tho.se by the New York, New' Haven and Hartford w'ere shown by Mr. 
Cowles to be even worse than tho.se of the Boston and Albany. The discriminations 
were not always a matter of personal favoritism, but were very often forced upon the 
roads by the large shipjiers, w'ho threatened to take the trade to another road. 
Sometimes, however, tne purpose of di.scrimiuation is to let the favored persons 
realize a large profit, while at other times the managers of the roads themselves 
share in the profit, as was originally the case in the building up of the Standard Oil 
monopoly. 

Professor Parsons states that in the investigation of the Boston and Albany case it 
had been found that discrimination.s ha<l lieen resorted to by the road to build up 
manufactories on the lino of the road by giving special rates. The Massachusetts 
railroad commission in 1804 disclosed the fa<*t that the average freight rate on New 
England roads w'as about double the average freight rate in the Middle States or in 
the Middle AVest and nearly double the average freight rate for the whole United 
States, and the commission argued, therefore, that the result of these personal dis- 
criminations had lieen unfavorable to New England generally, and especially to 
Boston. The leasing of the Boston and Albany by the New Y'ork Central has even 
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a greater tendency in that direction, because the New York Central is interested in 
the building up of New York aty. (132, 133.) 

4. Pwific const— Mr. WifEELER, of the San Francisco Board of Trade, says that 
there is no occasion for making rebates during a rate war, but that when the war 
ceases there is a tendency to grant such rebates and secret discriminations. The 
witness does not believe there is a single shipper on the Pacific coast who has not, at 
one time or another, received these discriminating rates. At the same time tlie 
thinking shippers liave made every effort to prevent them. The only reason why a 
good mercliant seeks a rebate is in order to put himself on a level wdth his competitor 
wliom he knows gets one. 

The Pacific coast railroads defended their practice of making secret rebates formerly 
on the ground that the Canadian I’acitic insisted upon being allowed to luake rat^ 

10 per cent lower than those on the direct routes, in view of the disadvantages of the 
roundabout line and of the necessity of transferring goods from rail to watcT in order 
to reach 8an Francisco. The American railroads lield that the Canadian Pacific was 
not entitled to t.he l)usines8 and that they would not allow it to get the business, so 
that the rates were cut secretly in order to overcome this 10 per cent differential. 
The hardware merchants of San Francisco got together and agreed, solely for the 
])Urpose f)f doing away with secret rebates, that they would sacrifice the advantage 
of this 10 p('r cent differential and not shi j) over the Canadian Pacific line at all. The 
result is that that road is now out of business in San Fratu'isco territory, which no 
more belongs to it than Victoriaand Vancouver lielong to the Southern Pacific. (748. ) 

Mr. STCJUts, of tlie Southern I’acitic Company, says that the secret discriminations 
which it is (‘laime<l wi're formerly made in order to meet the Canadian Pacific differ- 
ential no longer have any motive since that differential has been abolished. He sup- 
poses that there may have been some rate cutting by the lines east of the Misssouri 
Kiver, tliough he was not in a position to know. He states definitely that there is 
now no rate cutting oy tlie Southern Pacific Company. (762.) 

6. Sfaiidnrtl Oil —Professor 1 ’ausons (leclares that advantages in rates are 

given the Standard Oil Company by railways in c<unpari8on with tlie rate's given to 
other oil-refining companies. He states that from Cleveland, Ohio, to Boston the 
rate on oil was 24 cents;_but from Cleveland— the headijuarters of wliat was known 
as the Westi'i'ii refining interests, which was opposed to tlie Standard Oil monojioly— 
to any other })oint in New England the rate was the Boston rate plus the local rate 
from Boston to the jxiint of shipment. The Standard Oil Company had enormous 

011 tanks near Boston ami shipped its oil there by boat, and thus was able to drive 
the Western refining interests practically out of the New England field by reason of 
the railway discriminatien.s. 

He further sUtes that the oil tanks of the Standard Oil Company, which ordi- 
narily weigh from 35,000 to 50,000 pounds, were billed through by the New England 
roads at 24,000 pounds and were paid for on that basis. The railways attributed 
these (lis('repancies to error; but it was very significant that all the errors were in 
favor of the trust and none against it. This witness says, further, that the Standard 
Oil (yornpany had a large refinery near Chicago, ami tliatthe rah' on oil from Chicago 
to New Orleans was made 25 per cent lower than from Cleveland to New Orleans, 
thus driving the Cleveland refiners out of the New Orleans field. (126, 129.) 

B. Bethodii of diiCTlinlnatlon.— 1. Generally.— Froies^or Ripley says that 
rate cutting is sometimes done 1 >y means of the subterfuge of a “ hold over. ’ ’ Rates are 
cut and the explanation made that the road has a long-time contract with the shipper 
to whom the cut rates are given. Rate cutting is sometimes accomplished througli 
the giving of rebates. A Western road, for instance, may dt'posit an amount of 
money in a Boston bank to the credit of a certain New England freight agent. The 
agent is authorized to draw upon that for cash, which he pays out in rebates, the 
shipper of course paying by check for the full amount of the established rate, that 
being a matter of record. Again, rate cutting may be done through the underclassi- 
fleation of freight, i. e., freight is classified at a rate lower than that at which it 
should be classified. The process of underbilling is another means by whicli rates 
are cut. The shipment is made at a rate for a long through haul. The freight is 
then taken ofi at an intermedi<ate point to Avhicli the local rate would be considerably 
higher than its proportion of a through rate. 

The existence of rate cutting is very widespread. The only way to stop it is to do 
away with competition. (286-290.) 

2. Mwclassifkation of goods- Vnderhilling (see, also, Classification Inspectors, p. 
Lxxxvi).— Mr. Gkiswold, general freight and passenger agent of the Western Mary- 
land Railroad, says that the i^ents and receiving clerks of his road are directed to 
watch closely and see that articles shipped conform to the invoice furnished by the 
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shippers. In practice, however, the romi is largely dependent on the good faith of 
the shi pikers. It is not possible to know without exaiiuiiation what the hidden con- 
tents of the cases are. Tlic Baltimore and Ohio and the Pennsylvania have an 
inspection bureau at Baltimore, but it lias not been extended to the other lines there. 
Mr! (iriswold does not tliink that a Government insiiection would be superior to one 
established by the railroads. (023.) 

Professor Rii-le. says that in many respects the roads are at the mercy of the ship- 
pers. A shipper may underclassify his goods and get second or third class rates on 
goods which ought to come under a higher classification. The shipping agent can 
never be sure from his personal knowledge that goods are properly cla.ssilied. (28S. ) 

Mr. McGovkkn, of the Southern classilication committee, testifies that by under- 
billing is meant the under reporting of weight or false description of goods for the 
j)urpose of getting a reduced rate, and he says it is one of the most troublesome 
things with which the transportation comiianies have to deal. It is not only because 
comiianies lose revenue by underbilling, but it prevents the honest shipper from 
doing business or drives him into the same unfair iiractices himself. Several examples 
were given of the unjust i)ractice of underbilling. In one of the SoiitlKwii States a 
large joblung hou.Hc was found to be underbilling to the extent of from $11 to $50 a 
day. Tlie wmrst feature of this particular case wa.s that in the same city another 
house in the same line of liusiness did not underbill, and lost a considerable amount 
of trade because of its hone-stv. Whisky and vinegar are sometimes billed a.s molas- 
ses, l)ecau8ethe rates on molasses are lower than they are on whisky and vinegar. 
There seems to be systematic underbilling going on all the time. Sometimes a large 
j)iece of machinery jh taken apart and its comj)onent parts 8hipj)ed as rough castings 
merely to get a lower freight classification. 

Only a very small per Cent of the total amount of underbilliiig is connived at by 
the railroads. In many ciuses it is started by the soliciting agent of the road, per- 
hai)s, who is greedy for the bu.siness and tells theshii)perhow'he can avoid the clas.si- 
licatioiiH by the j)roce.'^s of underbilling; but this is in a very small percentage of the 
cases. The i)ractice seems to be increasing rather than diminishing. 

The cliissification committee has no maclunery by which it can ]>rotect the roads 
from the evils of underbilling, but the traffic a'^sociations haye taken measures to i)re- 
vent it w'henever they can, and have agents who.se business it is to ferret out cases of 
this sort. Any single road would find it difficult to enforce the cla.ssification. It 
should be from a general or joint agency of all the roads in the cla.ssification territory. 
The witness does not think the Interstate Commerce ('ommission could be of any 
efficient service in ])reventing nnderbilling. The railroads are i)erfe(!tly competent 
to take care of themselves on this (piestion if they want to <lo so, and if they do not 
the commission would find great difficulty in doing it. ((>72-074. ) 

3. 7V) m/e curs.— Mr. McGovern testifies that one of the principal ways in which 
discrimination is now practiced is by ])rivate com{)anies owning tlieir own cars and 
carrying goods at lower rides than the railroad companies do. This is often done by 
the railroads allowing the private company a greahir rate per mile for wheelage than 
is jiaid others, sometimes as much as 1 i*ent per mile i>cr car being paid to the owner 
of the car. (074. ) 

4. Cartage— Mr. Nicholson, of the Central Railway (bearing House, testifies that 
what is known as cartagi* in railway parlance is brought about by a line, in order to 
secure business, agreeing to cart goods without any charge— in other words, to include 
cartage in the rate. The Central Railway Clearing House would not know anything 
about the existence of this practice. He thinks there is not as much of this sort of 
business as formerly, becau.se the bills now ordinarily specify a certain amount for 
ciirtage. (726, ) 

6, Shrinkage of through rates. — Mr. Nicholson testifies that it would lie possible 
where two lines are interchanging traffic for the Eastern trunk line to accept the 
regular published tariff rate and at the same time enter into an agreement that the 
Western line would shrink its percentage of rate. That would not go into the clear- 
ing house. The waybills would be made to read correctly, and any shrinkage would 
be taken care of in some other way. He does not know of any of that at the present 
time. (726.) 

€. Blscrlintnatlons a§ alTectcd by Icgiilatlon.— Professor Parsons does 
not believe it possible to remove iliscriminations by legislation of a regulative char- 
acter, because the raihvav manf^jers could give preference by through car service, 
car mileage allowances, elevator commissions, and subsidies of various kinds, or by 
a private arrangement in the shape of direct bribery where no reconl of the transac- 
tion is kept. Discriminations can not po.ssibly be wiped out so long as the roads are 
in private hands, and the only way to do away with them is to remove the cause- 
antagonism of interest between the managers of the road and the public by govern- 
mental ownership. In Gennany, New Zealand, and Australia personal discriraina- 
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tions were entirely abolished after the roads were taken over by the government, 
and ill not one of the 30 countries of the world owning and operating their own rail- 
roads have any complaints ever been made with reference to personal disi'rimination. 
(133,134.) 

Mr. McCiovern lielieves there is adequate legislation on this subject at present, and 
possibly it would be better if the penalty were made less severe. The penalty now 
IS fine and imprisonment. If the imprisonment feature were eliminated it might be 
better, as it is difl&cult to ^et a railroad agent or a shipper to testify against another 
when tlie penalty for the mfraction of the law is imprisonment. The fine should be 
made cumulative if it could be shown that the violation of the law is deliberate and 
intentional and has been followed for any length of time. (674. ) 


V. DISCRIMINATION BETWEEN PLACES. 

A. General principles— Diseiwslon (see also Diffreiitkd rates, p. xcii).— 

1. Practice as to long and short —Professor Rij*lev presents a diagram for the 
purpose of illustrating the practical working of the long and short haul clause in the 
interstate commerce act, which permits rates for a longer haul to be lower than 
those for a shorter haul over the same road where conditions are dissimilar. Often 
over a long stretch of noncomiietilive territory situated between two competitive 
points rates will not vary at all. This is sometimes true of a stretch of 200 or 300 
miles. When a competitive ]ioint is reached rates take a sudden drop. Beyond 
tlie competitive point, in a noncompetitive field, the rates rise suddenly, and all 
that the traffic will bear in the way of rates is put on until the next competitive 
point is reached. Frequently at these competitive points a secret rate, less than the 
jaiblisheil rate, is given. The result is that these comjietitive points have a great 
advantage over jilaces where there is no competition. (296, 297. ) 

]\Ir. Griswold, general fri'ight and passenger agent of the Western Maryland Rail- 
road, is aware of the existence of higher charges for the shorter than for the longer 
haul in some parts of the 8outh, on account of water competition. He does not know 
of any such practices in any territory north of Virginia. His own road does not 
charge more for an intermediate than for a terminal point in any case, either on 
interstate or intrastate busine.‘<s. He would not consider it good jioliisy. It is a dis- 
advantage to the people on the line of the road and an inconvenience to the railroad 
company to have different methods of making rates for interstate business and for 
intra!|itate business in the same territory. Moreo\er, it would injure the road in 
injuring the communities served by it. Whatever harms any communitv or any 
set of shippers tends to injure the road; and this is a universal principle. (616. ) 

Mr. Griswold, however, suspects that higher charges for shorter hauls than for 
longer do exist in some cases iii the North, New York and Chicago, but he does not 
think it is intentional. In meeting certain conditions other cases are sometimes 
overlooked which ought to have been met at the same time. (626.) 

2. liajhts of local iiies.~Mr. Wheeler, esjHjcially in i-onncction with his discussion 
of the Pacific coast rate situation, points out that tlii' railroads have enormous power 
to promote one section (tf the country at the ex})ense of another. While it is claimtHl 
that the interests of the railroads and of the shippers are the same, it is nevertheless 
true that the interests of shippers in different sections are often opposed to one 
another and the railroads may side with one or the other. This witness thinks each 
section or city should Ije allowed the benefit of its own advantage of situation. ( 745. ) 

Mr. Wilson, of the Cincinnati chamber of commerce, declares that there has been 
too much paternalism practiced by the railroads. The railroads have no right to 
assume paternal functions over any city, locality, or individual. This policy has 
benefited the Eastern cities at the expense of the West. Nevertheless the Northwest 
Slid immediate North are gaining in that business all the time in spite of the discrim- 
inations in favor of the Northeast. (695.) 

3. Power of railroads . — Professor Ripley says that the railroad has the life and 
death of manufacturers in its hands. He rememliers liearing of an attempt which 
was made to establish a paper pulp factory at Denver. The men back of the scheme 
were notified by one of the roads that if they established a pulp mill at Denver 
which would prevent large shipments of freight which had formerly come from 
Wisconsin, the road would kill the business at any cost. Whether this mill was 
subsequently established or not Mr. Ripley does not know. He believes that the 
power of the roads is equally great over the miner of coal and ore and the producers 
of other commodities. (287, 288. ) 

Mr. McGovern, of the Southern Classification Committee, declares that railway 
mtes have less to do with the building up of communities than people generally 
imagine. Of course, if the railroads should set out with the deliberate intention to 
kill one town with freight rate.s and to build up another by a sort of hothouse proc- 
ess, they might be able to do it as against local wealth and energy; but as a general 
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proposition the growth of towns does not depend very largely upn rates, but more 
upon the enterprise and push of the citizens of the town. Many instances were given 
and comparisons made where cities having better railway facilities and lower rates 
had not grown so rapidly as cities less favorably situated. (686. ) 

4. Dlnnismu an to jmtijicatioo of discrimination betueen mall arid large iovm. — Pro- 
fessor Rii’lky says that the ouestion involved in discrimination as to localities is 
whether a given tonnage shall come from 20 sources or whether it shall come from 
1,000 sources; whether there shall be a few large industries or a great number of 
small ones. The effect of local discrimination is to concentrate business and popula- 
tion in a few centers. Business enterprises are abandoned in a place discriminated 
against, not because it has iKTonui more expensive to manufacture at that particular 
j)lace than formerly, but because it is much cheaper to carry on business in some 
other i)lace on account of the better railroad facilities offered. It is at places in favor 
of which railroad discriminations are made that the plants of the great industrial 
comliinations are located. The doing away with local discriminations would lead 
to a much more widesjiread ilistribution of industries in the small towns of the coun- 
try with less of the aggregation of industries in particular centers which get the 
lieneht of competitive rates. (295-299. ) 

Mr. Maukuam, of the Illinois (Central, states that the statistics given (above, p. 
i.xxiv ) in respect to the reduction of railway rates refer almost wholly to through rates, 
but that there has been also a reduction in local rates, though not correspondingly 
so great. The rates on cotton have been revised two or three times in the last 20 
years, and there were reductions in merchandise in the Southern States as well as in 
the Northern States traversed by the Illinois Central. The exctissive reduction on 
through rates do(‘s not entail a burden on the railroads, because if the roads did not 
take this competitive business at the low rates they would lose so much revenue, 
which would hav(‘ to 1 h‘ made up on the traltic from noncompetitive points. If we 
<livi(h‘ the whole expense of the railroad up into three parts, the roads could not 
control; the (piestion to be determined is whether it will pay “movement expense.” 
Th(' other two-thirds expense goes on whether that busine.ss is taken or not, and any 
amount in excess of this “movement expense” that can be ol)tained is just so much 
more that can be aiijilied toward meeting the fixed two-thirds expense, and thereby 
enables the road to make the bunlen that much lighter for the local or noncom- 
petitive traffic. The movement of this competitive freight will not always incur 
even the entire expense endjraced in the several items com])rising the “movement 
ex])ense;” (uie-third of it is interest oh stock and bonds; another one-tliird the lixe(l 
expense of the nun’ntenanci! of stations ami station grounds, salaries of tlie general 
officers and operatives, which it is necessary to retain whether the competitive busi- 
ness is taken or not, these two items being denominated “fixed expense.” “Move- 
ment expense,” making up the other third, con.sists of the wages of engineers, fire- 
meui, ctuidiictors, brakemen, re])airs, fuel, oil, waste, water, and wear and tear of 
rails and track. As competitive traffic is offered at certain specified rates made by 
influences which the railway can not control, the “movement expense” of such 
traffic might be decreased considerably, .so that the entire additional expense of the 
movement of the competitive freight would in many cuses be inappreciable. This 
low expense may be covered by very low rates without injury to any community or 
locality, and yet the rates which the railroad mu.st charge upon other traffic wmuld 
nece.ssarilv be higher in order that the entire cost might be covered and the property 
safely and succe.ssfully operated. 

This apparent local discrimination helps the local point as well as the competitive 
point, that the railroad by hiking the goods at the (U)mpetitive point at low rates 
makes a little profit, which is just that much added to its receipts, and is just that 
much advantage to the local points. The railroad can add to its receipts more than 
to its expenses by taking such com])etitive traffic. 

A community of interest in some w;ay might prove beneficial in preventing the 
gradual decrease in rates at competitive points, but the things that have operated 
largely to reduce tho.se rates have lieen the rivalry of towns situated on different 
roads and the necessities of commercial communities. Railroads that serve particu- 
lar communities or trade centers can not resist the demand for putting those people 
on a plane wdiere they will be enabled to do business and build up the railroads as 
well as the towns. The witness does not think there is any community of interest 
strong enough to prevent the recognition of trade centers. (436-438. ) 

Mr. TALCorr, assistant to the president of the Seaboard Air Line, says that to 
charge more for a shorter than for a longer haul is a discrimination, though he will 
not say that it is neijessarily an unjust discrimination. When he was in charge of 
the making of rates he did away with it on the ground that the additional revenue 
which might be got by such discriminations was not enough to justify liis company in 
suluecting itself to constant attacks for discrimination, and to the constant necessity 
of defending such rates as just and reasonable. He regards as reasonable the clause 
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of the interstate-commerce act which prohibits (ordinarily) a higher charge for a 
shorter haul, provided it does not exclude competition by forcing a reduction of rates 
to intermediate points that the railroad can not submit to. He would not approve 
an absolutely ironclad rale. He would not think it always just to forbid the meeting 
of cotn[)etition, even if it does make a discrimination against intermediate points. 
But an elastic prohibition, with allowances for special cases, he considers justifiable. 
(630-fi32.) 

Mr. Anderson, secretary of the chamber of commerce of Pittsburg, does not think 
that unjust disi'riminations between places can long be maintained. If one city or 
district is especially favored, the railroads that s<*rve other districts will soon be com- 
pelled to grant them the same conci'ssiona. ((>38.) 

It is true that (‘om{)laints existed up to about the time of Mr. Anderson’s testimony 
of discriminations against Pittsburg and in favor of Buffalo, in that both Pittsburg 
and Buffalo, as terminal points, baa the same rate from the West, though the distance 
to Buffalo is greatc'r. This gave Buffalo an advantage over Pittsburg in the large dis- 
tributing territory of which it was the center, and also in shipments to Mew York, 
siiK'e, according to Mr. Anderson, goods can be sent to New York cheaper from 
Buffalo than from Pittsburg. ((>30, (>40, 647. ) 

Mr. Griswold, general freight and passenger agent of the Western Maryland Rail- 
road, (‘an conct'ive of its being the interest of a road to build up a town, but not at 
the expense of other towns on its line. His road might put in a siding to encourage 
a new factory, or might make a special rate on the building material for it. It would 
not give such an establishment any rates on its product which similar establishments 
on the line at other points did not get; that would be dirc^ct discrimination, and Mr. 
(irisv\old (tees not know of any such [>ractice. 

5. fjOiuj u)t(l Hhort hanl cltiuxe in Sink' lairs. — Mr. Taix’ott, assistant to the president 
of the Seaboard Air lane, thinks that the primdple of the long and short haul clause 
has been generally enforciM by the State commissions within the South(*rn States; 
not, however, in Virginia. (631.) 

Mr. Teisrerg, secretary of the State railroad and warehouse commission of Minne- 
sota, says that the railroad law of his State contains a long and short haul clause 
similar to that of the injerstate-('ommerce law. The State railroad and warehouse 
cojumission has an authority to suspend this clause, similar to that of the Interstate 
( Commerce Commission. Two applications for suspension have been made, and both 
have been refused. (365.) 

B. Loii$; and Nliort haul diiorlmiiiatlonN fii the jlioiith— Ua§ing;- 
poilit Nynleni.~l. Exisfener and critivism of prarlicc.—Mr. Wii^on, of the Cin- 
cinnati Iteard of Trade, declares that the j)rosperity of the Southern States has 
been largely depressed by ignoring the “long and short haul ” principle. The great 
trunk systems of the country rarely have any trouble over this clause. The south- 
ern territory is where thisdifliculty obtains, and it all centiws around the idea that 
there must be low rates to meet water c()mi)etition at certain points, and that to 
tlmse must be added local rates back to the interior. The interior is thus checkc^d 
by high rates. Advantage is given to certain towns, whether they have commercial 
merit or not, that merely happen to be situated on a river, creek, or canal. This 
policy has been very injurious to the .South. When the Louisville and Nashville 
Railway opened business after the war, water competition was effective from Cincin- 
nati and Louisville to Nashville, but now it is a very rare tlnng that a boat loads 
with freight from Cincinnati to Nashville, and yet the rates made from Cincinnati to 
Nashville are liased on old river competition. (6fi6-()fi7. ) 

Mr. Wilson testified that the “ basing-point sysbun ” is the successor of the “ long 
and short haul” system of making rates. Beginning with the theory that rates 
must be reduced where there is (xunpetition between water and rail, the railways 
extend that principle to railway crossings. The effects are (ivil to the roads and to 
the people, often preventing the establishment of industries at more eligible points 
upon a railroad than at the cro.ssings. The Pennsylvania Railroad has done away 
with this system, witli the result that industries are scattered from one end of its 
line to the other. Southern roads, es]>e(aally the Louisville and Nashville, have 
operated on tlie discriminating principle very largely. The Cincinnati Southern 
never operated on it, and has never had any conflict with the “long and short haul ” 
clause. (697.) 

Mr. Davant, commissioner of the Memphis Freight Bureau, an organization of 
merchants and manufacturers, says that the bureau has aci'omplished a good deal in 
securing more just freight rates for Memphis and its vicinity. The bureau does not 
believe, liowever, tliat discriminations between long and short hauls should be 
altogether abolished. It favors the doing aw'ay, in whole or in part, of discrimina- 
tions against North and South ('arolina mill points in shipments from the West as 
compared with New England and c(jast points, but in shipments from New York and 
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the East to St. Louis and Memphis it Bnds Memphis at a disadvantage because the rail- 
roads claim that they can not reduce the through rates to Memphis without reducing 
and disorganizi ng al 1 of their local rates. The conditions of transportation at different 
points are so different that it is hard to establish any just rule in regard to long and 
short hauls. The witness admits that discjriminations against intermediate townsand 
in favor of competitive points tend to [)revent the establishment of factories and 
industries at intermediate points. He says it is uncertain whether the gain in busi- 
ness to the railroads by fostering the establishment of industries at intermediate 
points would ecjual the loss of business at the competitive points by maintaining 
liigher rates there. (5, 8.) 

Mr. TAi-cori', a.M.si8tant to the president of the Seaboard Air Line, says that the long 
and short haul clause of the interstate-commerce act has never been fully observed 
in the Southern States. For instance, rates from Chicago to Atlanta are higher than 
the rates from Chicago to Savannah or Charleston, though the freight goes through 
Atlanta to reach those points. These conditions are caused by actual competition. 
Mr. Talcott believes, however, that all the roads have tried to carry out the law. 
They have claimed that they can not carry it out in every respect. (030, 032. ) 

Mr. D(tnlai>, an officer of the Gainesville, Jefferson and Southern Railroad and of 
the Tallulah Falls Railway, both short lines, says that the business of those lines is 
mostly local, and that (liscriminations between long and short hauls are of little 
importance upon them. There are three or four common points where these roads 
have competition, and the rate to them is a little lower than to the intermediate 
points. ( 2 . ) 

2. (ileneral defeme.— Mr. McGovern, of the Southern Classification Committee, tes- 
tifies that tlie principal difference between the rate system in the South and in the 
other two sections 01 the country is that in the South there are lower rates to what 
are called basing or competitive points than to the small local stations. These rates 
were first established in competition with \vater transportation, and the basing-ixiint 
system grew out of this principle. Afterwards new rail lines were built and there 
was competition between all-rail carriers and between markets that forced the rate's 
down to large towns where there was no water competition at all. The roads have 
not believed that they ought to be called on to put clown rates e(iually to every inter- 
mediate point where competition does not exist. The only difference in conditions 
as between Georgia and Ohio is that in Ohio there had been a fiat fourth-section 
basis before the interstate-commerce law was passed. In the South comjietition 
exists not only with the sensible traffic officials, but with others who are not so sensi- 
ble, but who are still doing what they believe to be for the best interasts of their 
roads. Competition is anything that compels the carrier to reduce a rate, and one 
comiKding road would be as much affected by it as another. There is not so much of 
a tendency to establish basing points arbitrarily in the South as there formerly was. 
They were established and are maintained by reason of competition and competitive 
rates. (678-680.) 

Mr. Taix’ott, assistant to the president of the Seaboard Air Line, says that when he 
was directly connected with rate making in the Southern States the basing-point sys- 
tem, in the sense in which the phrase is now used, had not been developed. The 
system on Western business then was that the roads north of the Ohio River made 
the same rate from any given |x>int, as Chicago, to all points on the river, and the 
roads south of the river made the same rate from all points on the rivor to each inte- 
rior i)oint. The combination of these two rates to and from the river made the 
through rate. As far as practicable the most important distributing points were given 
the same rate, to enable them to develop equally. The rates to other points were 
generally made by adding to the rates to these distributing points the local tariff of 
the road over whudi the freight went. This was a recognition of the general princi- 
ple which is used in the present basing-point system. (629, 630. ) 

Mr. Markham states that what is Ibiown as the “basing point system” of the 
Southern States is simply that when a town has grown to any importance, so as to 
have a wholesale business, then it gets rates which are related to rates that are madi^ 
to other jobbing centers. The system would start from a point like Atlanta or New 
Orleans and gradually extend to other towns that were of sufficient commercial im- 
portance to justify the receipt of as good rates as the larger cities. The rates are not 
always the same to the different points, but their relations to each other are such as 
to enable each place to trade in the outlying territory that might be claimed as trib- 
utary to it. The determination of what should be a basing point is somewhat arbi- 
trary and involves an infraction of, or an exemption from, the long and short haul 
clause of the Interstate Commerce law. The rates from New York and Chicago to 
the same territory are related. A rate from one place could not be changed with- 
out a demand being made for a reduction in the other rate. The rates were very 
early fixed £rom Baltimore, Cincinnati, Louisville, and St. Louis to the southern ter- 
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ritory near the Mississippi, and changes have bwn made from time to time in the 
rates so as to equalize them from tlie various points. (439. ) 

Mr. Markham states further that the competition of the rivers made the rail rates 
in the first instance. The differentials established at that time obtain to a large 
extent now. Many commercial conditions prevailing may necessitate changes 
of rate. In a meeting of the traffic managers of the various competing railway 
lines various influences arise, and it often requires a long time to establisli certain 
fixed differentials between the various shipping plaites and a common trade center, 
each manager being particularly anxious to secure the trade for his own line an<l 
threatening to make other special rates if not given equal treatment. The de- 
fense set up by the Southern railways before the Interstate Commerce Commission 
and the United States courts, that the low rates granted to the important Southern 
cities was because of the water competition, is a true one. It may nave been true in 
the first instance, even though no boats were plying on the rivers reaching those 
cities, i)ecause if tlie railroads were to put up the rates a river traffic would soon be 
created. Tlie railroads would protect them.selves from the river competition as they 
would from a rival railroad. Even when water competition is killed by such low 
rates the railroads seldom advance rates afterwards. They could not easily be ad- 
vanced, because the merchants and manufacturers have adjusted their prices and 
tlu'ir busim'ss oiierations to them, and the change would cause a general disturbance 
of the fixed conditions. Moreover, a traffic officer, from long association and work- 
ing traffic under those rates, can not readily disa.saociate his mind of the idea that 
the business is iiroperly conducted, and that any other rates would be improper. 
(4:u-4:i5.) 

Mr. Markham denies the charge that the railroads lose money by hauling freight 
at very low rates on througli traflic from competitive points and made ii]) those 
)('sses by increasing their local rak‘8. lie said the milroads at the interior points 
have reasonable rates which will enable those towns and communities to do busi- 
ness; that the railroads lind the situation at the river points such that they can get 
traffic only by making a certain very low rate; that while that rate may necessarily 
bo very low, only a fractional part of what it is at intcTior points, it does not neces- 
sarily follow that the road is losing money on that traffic, because the rate will ena- 
bh' the road to add to its receipts more than to its expenses. (436-438. ) 

Mr. Markham states that if his railroad hauled all freight at an average rate they 
would g(‘t just as much money as they do now; that the milroads would 1x5 very glad 
to g(',t the average rate for a car of merchandise. The rattis to Southern j)oints rcjinote 
frcuu the rivers are higher than the rates to points on the rivers, because the roads 
could not 1)6 successfully operated, })articularly tlie Southern roads, if all rates were 
reduced to the ba.sis of the river rates. (435.) 

3. Effect of couvpftition of Missmippi River { see also p. clxxxvii) .—Mr. Wilson testifies 
that water transportation down the Ohio and Mississippi rivers to New Orleans and 
other river points is recogni/x'd very much to the disturbance of trade relations at 
all river points—the rates are lower than to the interior points. The rates to Atlanta, 
for instance, are much higher than the rates to New Orleiins and Mobile. Selma, 
where the Cincinnati rates are 104 per cent of the New York rate as against 55 per 
cent of the distance, is excluded, because there is no water competition by way of 
Mobile from New York. (689.) 

Mr. Maukham refers particularly to the rates on the Mississippi River from 
Memphis down, and compares them with the railroad rates in the same territory, 
saying that the rates from competitive points to New Orleans are much lower than 
from noncompetitive points, both by rail and bv water. A railroad rate from a 
point near the river would be the river rate plus tlie rate from the river to the inte- 
rior point. If it were not so near the river the railroads would lie justified in charg- 
ing a higher rate. The last report of the Interstate Commerce Commission showed 
that 17 per cent of the railway mileage of the Unite<l States was south of the Ohio 
and Potomac rivers, but that the earnings of those roads were only 12.5 per cent 
and their dividends only 6 fier cent of those of dl the railroads of the United States. 
Henlying to a question as to whether at conapetitive points on the river the railroad 
and not the steamlxiat fixed the rate, he said that he had no doubt that eventually 
it must be so. While the steamboat rate on cotton from Memphis to New Orleans 
is 17 cents a hundred, farther down, where there was no competition, the rate 
might be as much as 20 cents. (43fi-437. ) 

4’. Steamboats on the mall rivers of the South— Ur. Markham states that he does not 
know of any lines of steamboats regularl^^lying on the smaller rivers on the Atlantic 
and Gulf coasts. The Tennessee and Cumberland liave boats mnning, and the 
Arkansas and l^d rivers also, and the witness thinks there are lines running from 
Mobile up the Alabama River as far as Montgomery. He has also seen a statement 
that boats are running un the Tennessee River as far as Chattanooga, but he thinks 
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this is an innovation. The statement made in the public press that by shipping bv 
water from Chattanooga to Paducah there was a saving of 80 to 40 [)er cent on through 
shipments to New York and PJiiladelphia is hardly correct. Tlie saving would not be 
that much, becinise there are boats up to Nashville, and the rate to Chattanooga 
would be tlie Nashville boat rate, plus the rate from Nashville to Chattanooga, which 
would not Ik^ as great as if there was only rail (;omi>etition to Chattiinooga all the 
way. Probalily only in some special commodities, such as grain, flour, and other 
articles, would any saving be effected. (485, 489, 440. ) 

Mr. Tau'ott, assistant to the president of the Seaboard Air Line, says that some 
years ago, vvlien he had direct knowledge of conditions, there were regular lines of 
steamboats on some of the smaller Southern rivers, whose competition the railroads 
had to recognize. The boats on the Savannah River were at one time subsidized by 
the railroads in the Southern Railway and Steamship Association to secure the main- 
tenance of rates. (928, 029.) 

5. Motdgomery and Mobile rateft.—^lr. McGovern says that the rate from the North 
to Mobile was made the same as the rate to New Orleans, which was first fixed by 
the (‘ompetition of the river. This witness scarcely thinks it justifiable to make 
these rates the same. Now, when goods come down from the North the direct rate 
to ]\Iontgomery would be, in some instaiK'es, less than the Mobile rate plus the local 
rate from Mobile to Montgomery. Goods under such circumstances are shipped 
through to Mobile and back. The rea.son the goods are not stopped at Montgomery 
in the first instance is that it was found that the agents were gradually hunting for 
freight coinbinations, and consecpiently the policy was adopted to put the Montgom- 
ery goods into the Mobile shipment and let the Montgomery man make his arrange- 
ments to have them leshipjied. (081.) 

C. Alleged diNCTiiiiinafionM between rnte§ from llnst and WeNi to 

§Olltliern ^taleN* — 1. (.'ineinnafi: Tta inlerefd hi Southern trade. — Mr. Edward P. 
Wilson, secretary of various Ohio commercial organizations, testifies that in early 
days Cin<‘innati was one of the principal points of supply and distribution to the 
South, the goods being carried on steamers and distributed by river and l)ayoii 
throughout the South. She thus gaine<i a prestige in Southern busim'ss, and for 
three-quarters of a century has been developing that business, though not to the 
extent she fortnerly did. The constriKdion of railway lines into the South and tlie 
improved ser\'ice in rail transportation have given beUer facilities to rival cities than 
Cincinnati now po.sse.sses. The l^ouisville and Nashville Railroad was the first 
important line built fnun the Ohio River into the South, and as it made its connec- 
tions through Ijoiiisville, that city was brought into jirominence as a rival distributing 
center to (fincinnati. (687.) 

^ 2. Alleged erelumm of We.dernmamifarturers from Southern tmde.— Mr. Wilson testi- 
fies that about 1879 comiietition oi the railroads for Southern business was very brisk, 
both from the Eastern seaboard cilies and from Western centers, like Chicago, 
Cincinnati, St. Louis, and lAiiiisville. The result wa.s that the roads made an agree- 
ment to divide the bnsines.s and maintain rates, and to give to the Ea.stern cities 
practical control of the trade in inanufaidured articles, which had their origin at that 
time on the Kasb'rn seaboard, and to give to the roads leading south from the Ohio 
River the trade in what were then known as the {)eculiar products of the West — 
packing-house products, grain and its {)roduct.s-- both direct and indirect. The result 
of this was to make rates of fn'ight from the Ohio River points what the roads 
pleased on the heavy prodiu-t.sand to maintain high rates on tin* miscellaneous manu- 
lactured products, so that competition could not be had with the Eastern cities on 
those products. Since 1879 conditions have changed, manufactures have moved 
w'estw’ard and the West demands entrance to the South on equal terms with the East 
for manufactured ])roducts. This has ])een denied liy the railroads, but certain 
spasmodic in.stances of relief have been afforded. Another advantage which the 
Prfistern citu's secured as against the Western cities resulted from the rates made by 
the ciaistwise steamers from the North to the Southern seaports. Owing to the favor 
show’ll the Eastern cities in respect of manufactured articles for Southern trade, the 
Western manufacturers in some instances have found it nece.ssary to establish and 
maintain w’arehouses in New York and Boston, from which their rnanufactun'd 
products may be distributed to the South. (687-688.) 

Mr. Wilson gave s))ecitic instances of railway discriminations against Western 
cities for Southern trade as compared with the Ea.stern cities. Cincinnati is 475 miles 
from Atlanta and New York is 876 miles from Atlanta by rail. While the distance 
from Cincinnati is 54 pei cent of the distance from New York, the first, second, and 
third class rates from Cincinnati to Atlanta arc 94 percent of the New York rates. 
In one of the lower classes the Cincinnati rate is 69 per cent of the New York rate, 
but that is on one of the .trticles which was given to the West in the division of 1879. 
The distance from Cincinnati to Meridian, Miss., is 55 per cent of the distance from 
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New York to Meridian, and the Cincinnati rate is 107 per cent of the New York 
rate. A statement was presented to the Interstate Commerce Commission in 1892 
wherein these and other discriminations were set forth. The commission, in May, 
1894, found that the rates from the Western cities to the South were too liigh, as 
compared with the Eastern rates, and ordered them reduced about 40 per cent. 
Tlie question, however, was carried to the Supreme Court of tlio United States, i)ut 
the merits of it were not considered, the case being ruled out on the ground that the 
Interstate ('ommerco Commission did not have authority to establish railway rates. 

Mr. Wilson declares that cheaj) water transportation from the Eastern cities to the 
Southern seaports is not as great a factor in the establishment of the Kasterii rail 
rates as is ordinarily represented by the Eastern roads. It is used merely as an 
ex(‘UBe for making the Eastern rates lower than the Western rates. The competition 
between the Eastern coastwise steamship lines and the railroads is much less than it 
is represented to be. (688-()89.) 

Mr. Langley, of the Merchants’ Association of New York, says that New York is 
not holding its own as a di.stributing center throughout the Middle West as against 
Chicago and St. Louis. There is competition as between New York and the Western 
cities for the Southern trade, but if there is any advantage in this particular New 
York has it as against St. Louis and Chicago, This is due to another agn>emcnt 
b(*tween railway lines, dating back ))erhaps8() years, that merchandise should enter 
the South from the East. The idea was to exclude the Western lines from any nar- 
ticii)ation in business that moved into the South. The agreement exists to-uay. 
The witness does not think that the rates of the coastwise steamers had anything h) 
do in regard to this agreiunent, and says that he does not think thatany cheap water 
rates exist. There is, in fact, no competitio i between the coastwise lines and the 
railroads. The Southern classification applies to the steamship lines as well as to the 
railroads. 

It is possible to deliver goods from New York in the Southern States east of the 
Mississippi cheaper than from Chi<*ago or St. Louis, even though the Illinois Central 
has a direct line from Chicago to New Orleans and Mobile. The lines east of the 
Mississippi in the Soutii refuse to cooperate or prorate wdth the lines west of the 
Mississippi. If the Illinois Central attempted to take independent action in respc'ct 
()1 freiglit rates into the South it would jirecipitate a rate war. (874-875.) 

Mr. Wilson says further that any road leading into tlu' South has the jiower to 
reduce rates, but it does not consider it expedient to do so U]>on its own responsibility, 
because it fears the consequences of independent action. Tne controlling induence 
against the reduction of West(‘rn rates is that the lines from the Western ceiilers dare 
not grant what they might consider to be tbeir own intere.sts, because of the opposi- 
tion of the Eastern lines. The effect of this situation is to prevent substantial justice 
by any of the roads leading into the South. There are no more glaring instances 
of injustice by any system of railroads than the system of unjust tariff from the Ohio 
River to the interfor South, and no case has ever been presented where the complaint 
has been more clearly defined and sujiported, and, at the same time, so consi)icuously 
ignored. This condition is attributabh* to the fact that a few dominating interests 
govern the transportation of the South, and are close together in their determination 
to protect each other in order to protect themselves. A few jirominent (‘apitalists 
own the larger portion of the stock in all of the transportation organizations that do 
business in the South, and they have agreed practically among themselves that they 
will not hurt eaith other. The consolidation of tlu'se interests would perhaps be 
beneficial. Even if the specific difficulties are not removed, the conflict of interests 
will be minimized in the near future by combination. {(>91-692.) 

Mr. Guillaudkh, of the Old Dominion Steamship (lom])aiiy, states that the Eastern 
men are looking with great alarm on the increased volume or tradii from the W(?stern 
cities, such as Cincinnati, St. Louis, and Chicago, and have coni(‘ t<i the conclusion 
that those cities must enjoy better rates than the Ejistern cities do. He says that it 
has been fully 20 years since there was any general movement of grain and other 
products from the West to New York for the South. In the meantinje Baltimore and 
l)oints in Virginia w^ere having as low rates as New York from the West, if not lower. 
There is some business from Baltimore ami Philadel phia from the W est for Cf)a8t points 
south of Hatteras, but the great volume of the business goes direct by through car 
movement across the Ohio River and is distributed all through the Southern States. 
The manufactured products from the Western cities destined for the South consist 
largely of iron articles, agricultural implements, furniture, etc. Perhaps the growth 
of nianufactures in the Western country might have something to do with the increase 
of its volume of Southern trade, but it is to be attributecl primarily to the decrease of 
rates. The witness is not in close enough touch with the rate situation to say whether 
the rates from the Western cities to the South are less than the pub6«hed tariff. 
(447,448.) 
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Mr. Talcott, assistant to the president of the Seaboard Air Line, says that when 
the Chesapeake and Ohio road was opened in 1874 it adopted for its rates to Rieii- 
mond from the West the trunk line rates to Baltimore which it found in force. 
Western business had previously gone to Baltimore and thence to the South. The 
new competition necf^sitated a readjustment. Very recently, Mr. Talcott under- 
stands, the plan has been adopted of making Richmond, Norfolk, Portsmouth, Lynch- 
burg, and perhaps Petersburg, gate (iities from the West. The Western lines agree to 
make the rates the same to all these points, notwithstanding the different lengths of 
haul. The Soutliern lines make the rates to interior points by adding either agreed 
rates or locals. ( 034 . ) 

3. Terrilorial apfMrtionment of trajjic between Eastern and Western lines— Mr. Wit^son 
testifies that a circular entitled “ Division of Territory South of the Ohio River” con- 
tains the folh)wing clause relating to the territorial apportionment of traffic between 
the Eastern and VVestern lines, viz: 

” (1) Western lines shall not make joint rates on traffic passing between points 
east of Buffalo- Pittsburg zone and points east of a line drawn from Chattanooga, Tenn. , 
through Birmingham, Selma, and Montgomery, Ala., to Pepsacola, Fla, 

“(2) Eastern lines shall not make joint rates on traffic between points west of 
Buffalo-Pittsbnrg zone and points on or west of a line drawn from Chattanooga, Tenn., 
through Athens, Augusta, and Macon, Ga., to Liveoak, Fla.: Provided, however, That 
the Norfolk and Western Railway may participate in traffic via Kenova, at the rates 
established by the association between iioints in the territory on and east of its line 
from Columbus, Ohio, to Kimova, W. Va., ami on and south of the line of the Pitts- 
burg, Cincinnati, (Chicago, and St. Louis Railway, Columbus, Ohio, to Hteubenville, 
Ohio, and iiointsou and eastof the Chattanooga-Montgomery-Pensacola line asdetined 
in paragraph (1).” 

The witness does not know whether this division of h'rritory is supported by any 
traffic agn'ement, but said it corresponds with the practice at the present time. It is 
a practice in restraint of trade. (090.) 

4. Omfiirt of Western intere.sts.— Mr. Wilson testifies that in the prcsentetion of the 
Western case to the Interstate Commen'efJommission, Chicago and Cincinnati acted 
together, but Louisville and St. Ijouis seemed to be so closely in the power of the 
local roads that tlu'y took no part in the transaction. The fact is constantly asserted 
by shippers that Louisville has the advantage of Cincinnati, by reason of the adjust- 
ment ot the tariff on the Louisville and Nashville Railroad, but it has never been 
proven. It is known that Nashville is in receipt of a great many favors not accorded 
to any other inland city. Certain trades are so affected by it, that they have estab- 
lished their warehouses in Nashville, rather than fight the situation. The reason 
given for these favors to Nashville is that it should receive discriminations on ai'count 
of having both rail and water connections, but the water transportation to Nashville 
is at present quite insignificant. Navigation is attended with so many difficulties and 
the river is so low nearly all the time, that it does not affect transportation at all. 
(692.) 

5. Rates Jrom St. Jjouis and Cincinnati to the Southern States compared. — Mr. Wii^on 
testifies that there lias been very serious complaint by the shippers of grain from 
Cincinnati against the policy adopted by the railroads whereby transportation by 
way of Memphis from the Western grain fields is made througn St. Louis, and not 
through Cincinnati. For a time the rate applied from St. Louis to Southern territory 
on business coming from Kansas in competition with the Kansas City, Memphis and 
Birmingham road was only 1 cent higher than the rate from Cincinnati, and the 
roads from St. Louis to Cincinnati asked 7 cents for bringing the grain from St. Louis 
to Cincinnati. The roads South woiikl have been compelled to cut their rates about 
6 cents a hundred pounds in order to equalize conditions. This they refused to do, 
and a barrier was erected against the passage of any grain from points wast or north 
of Cincinnati through Cincinnati. The only remedy for this is the consent of the 
roads to make the total rates between any two points the same, and to distribute 
among themselves, as they may deem equitable. Each community competing in a 
common market is entitled to just rates at the hands of the carriers and to the bene- 
fit of all its natural advantages. (694-696. ) 

6. Cincinnati Southern Railroad.— Mr. Wilson says that owing to the trade of Cin- 
cinnati being diverted by lines of railway from other Northern points to the South, 
Cincinnati found it necessary to construct a line of road from that citv to Chatta- 
nooga, which was considered the most important strategic point south ot Cincinnati, 
for distribution. This road was built by the city as a public enterprise. It cost 
something over $18,6(X),000. Bonds were issued for this amount and tne proceeds of 
the bonds put into the road. The city has been carrying those bonds, the road has 
been paying part of the interest and tne city the rest, so that the road has cost the 
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city now about 136,000,000 in cash. Its income is a rental of $1,090,000 a year. The 
bonds are about to expire, and if they can be refunded at current rates of interest it 
will result in the city naving an annual surplus. This road is leased bv an organiza- 
tion known as the Cincinnati, New Orleans and Texas Pacific Railroad Company, a 
corporation organized under the laws of Ohio, which has been operating the road 
for about 20 years. The proposition now is to extend that lease 65 years, and it is 
being favorably considered by the majority of the people in interest. The impres- 
.‘<ion prevails in Cincinnati and elsewhere that the outcome of this extension will be 
to give ti>e control of the road to the Southern RaiUay, and this the people desire. 
Nearly 80 per cent of the stock of the Cincinnati, New Orleans and Texas Pacific 
Railway is held by the Southwestern Investment Security Company. The Southern 
Railway owns a majority of the stock of the Southwestern Investment Security Com- 
pany, and through that instrumentality it has a dominant influence in the C-incin- 
iiati, Now Orleans and Texas Pacific Railway Company. There is a clause in the 
l)ropo8t‘d lease of the Cincinnati Southern road to the (Jincinnati, New Orleans and 
Texas Pacific Company that “The right to sublet this property to any other than 
the Southern Railway is denied.” The city of Cincinnati will never sell the road, 
at least not within the terms of the lease. The main thing to be accomplished is to 
lease the property upon a long rental and give the city an income. The terms of 
the lease will be based on the earnings of the road, and seem U) be favorable to the 
future of the road as well as to the city. There is a clause in the present k^ase which 
provides that the lessee company shall not discriminate against the citizens of Cin- 
cinnati, Kentucky, or Tennessee, but this clause is indefinite, and as there is no pen- 
alty provided to secure it.s enforcement, it has not amounted to anything. In 
renewing or extending the lease the Cincinnati shippers are interested in having a 
declaration of iiolicy that will jirotect the geographical situation and rights of the 
road. The Cincinnati Southern road having been leased to foreign control, its pol- 
icy has hitherto practically ignored the territorial advantages that Cincinnati claims 
she should have through its construction. (687, 692, 694.) 

D. ]?lt§cellaneou§ dIaerfiiiinatloiiH and rate adjuitmcnts In the 
Soulli.— 1. Atlanta and Savanmih rales. — Mr. McCovekm testified that there are 4 or 
5 concerns in Atlanta that have warehouses located at Savannah in order to get the 
iKuiefit of the lower rates to Savannah made by the ocean routes, and they then 
reship the goods inland from Savannah. If it should come to pass that Atlanta 
would commeiu'e to do all its business at Savannah, the roads would have to decide 
what tliey would do about it, because there are some roads that haul Atlanta busi- 
ness that have nothing to do with the traflicat Savannah; and if the Savannah busi- 
ness sliould grow to a sufficient volume it would force a reduction to Atlanta and 
other interior points. Referring to the tin-plate industry, he says that Mr. Charles 
Conklin got his commodity rate on tin plate East and VV^est by using as an argument 
that if the roads did not give him a commodity rate to Atlanta, he would move his 
works to Savannah and get the plate there by water. Mr. McGovern says he does 
not think the roads should have given him that rate, for the reason that it is not 
used for manufacturing purposes. He ships a great deal besides manufactures. 
(681,682.) 

2. Birmingham and Atlanta rates. — Mr. McGovern testified that Birmingham and 
Atlanta have the same rat(*s from the East because they have always been in the 
same group. From the west the rates were formerly the same to the 2 points, but 
W'hen the Kansas City, Memphis and Birmingham Road was built from Memphis to 
Hirminghain the rates to Birmingham were made much lower than to Atlanta. The 
Louisville and Nashville Railroad attempted to keep up the same rates from Ohio 
River ixnnta to the 2 cities of Birmingham and Atlanta, but was not able to do so, 
and about 1886 the Binningham differential was fixed, w'hich still exists. It would 
nut Ixinefit Atlanta to build an additional railroad from the West, and would not 
lower her rates to the same plane as those of Birmingham. Atlanta has not suffered 
from freight rates and has all the railroads she needs. It is the business of the rail- 
road to fix the rates to fit the conditions as they exist. (680. ) 

3. The Charleston-Asheville-Norfolk case. — Mr. McGovern says that what is known 
as the Charleston-Asheville-Noriolk case arose out of the desire of Charleston to have 
the same rates from Chicago through Asheville, as Norfolk has. The Southern Rail- 
way has a line through Asheville to Norfolk, and the rate was made the same on that 
line to Norfolk as on the direct line, although it was much more roundabout. Charles- 
ton is very much nearer Asheville than Norfolk is, but the Southern road would not 
grant the rate desired; consequently Charleston, about 2 years ^o, brought the ques- 
tion before the Interstate Commerce Commission, but a decision has not yet been 
reached. 
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Mr. McGovern says the reason why Charleston did not get the same rates as Nor- 
folk over the Asheville line was that the Asheville line h^ nothing whatever to do 
with fixing the rates from Chicago to Norfolk. The rate from Chicago to Norfolk 
was fixed by the trunk lines from Chicago to the seaboard, the sho^st line being 
the governing element. It is the same as the Baltimore rate, which is a little below 
the Philadelphia and New York rates. The Charleston rate is likewise fixed by the 
trunk lines, and is practically the Norfolk rate plus the water rate from Norfolk to 
Charleston. Norfolk is considerably nearer Chicago than Charleston is. The Ashe- 
ville line does not handle any Western business of any consequence bound for Nor- 
folk. There may be a little money to the Southern road on Norfolk business from 
Chicago, but certainly not enough to make it a factor in rate making. (688-686. ) 

4. RaUt^ through Richmouil—Mr. McGovern says that the rates from the West to 
Richmond, properly speaking, are subject to the official classification and are made 
the same as from Baltimore, but on through business going to the Carolinas the rates 
through Richmond are made on a proportional basis on the Southern Classification. 
The rate from (fincinnati to Richmond is 62 cents, but the proportional rate on busi- 
ness going through Richmond to the Carolinas is only 32 cents from Cincinnati to 
Richmond. The complaint is really as to rates rather than classification. (677.) 

5. Rates on cotton to Southern mid to New England and European mills. — Mr. Da v ant, 
commissioner of the Memphis Freight Bureau, testified in 1900 that the freight rates 
from Memphis to Eastern cotton mills were based on a rate of 55^ cents per hundred 
to Boston and 57^ cents to New York, while the rate on cotton to Carolina mill points 
was 59 cents. Thus cotton going from Memphis to Charlotte, N. C., or to Greenville, 
iS. C., would nay 59 cents, while cotton for export or for sbijmient to New England, 
going througn those j)oints to Norfolk, 800 or 400 miles farther, would pay 42 cents. 
The rates to Liverpool from Memphis are sometimes lower than to Carolina points, 
although the rate to Liverpool at the time of Mr. Davant’s testimony was about 72 
cents. 

The witness contends that the freight rates from Mt'mphis should be the same to 
the Carolina mills as to Norfolk and to other porta. He does not believe that freight 
rates should l)e in proportion to the length of the haul. The objection of the rail- 
roads to reducing freight rates to the Carolina mills is that it would ultimately result 
in a reduction of local rate's to those mills from near-by points. Cotton rat(\s to East- 
ern points, und('r severe competition between the different railroads, have frequently 
been red need below a paving basis. Under these conditions the witness does not think 
it just that the railroads should be forced to carry similar low rates into their local 
territory, from which they have to get the j>rincipal part of their earnings. The rail- 
roads are able to charge higher rates to the local mills in the Carolinas, because there 
is practically no competition there. The rates to New York and Boston are deter- 
mined by the water competition by way of New Orleans or of Cincinnati. Notwith- 
standing these arguments in favor of discrimination, the witness insists that there 
should be an adjustment more to the advantage of Southern mills. (5-8.) 

Mr. Davantsays that the rail freights on cotton from Memphis to New York and 
Boston are determined by the cost of water transportation. As a matter of fact, there 
has of late been no transportation of cotton to those points by way of the Mississippi 
River and the Gulf, but tnere would be if the rail rates from Memphis w ere advanced. 
Some cotton is transported up the Mississippi to Cincinnati and thence by rail. The 
water rate by this route is 5 cents lower than the railroad rate, the difference being 
supposedly due to the high costs of in.suring cotton during water transportation. The 
witness thinks that a certain amount of discrimination in favor of Eastern points as 
compared with Carolina mill towns is necessary because of water competition to the 
more distant points. (6-8.) 

Mr. Markham states that the rates from New Orleans or Memphis to Liverpool by 
way of Boston would be the same as through every other port all the way around to 
New Orleans. The rates from Memphis to all ocean and Gulf porta are fixed figures. 
Each port reports each day to the Memphis Cotton Committee what ocean rates they 
can oDtain to Liverpool. Those ocean rates are added to those fixed rail rates, and 
the port which has the lowest rate to Liverpool fixes the through rate by all ports. 
The railroads have to shrink their rail proportion down to a figure that will enable 
them to make the same through rate, wnereby all lines may get a share of the traffic. 
(442.) 

6. Galveston rates.— Mr. Markham states that the rates from Kansas City to Galves- 
ton and New Orleans are the rates from Kan.sas City to St. Louis, plus the barge line, 
and from Illinois territory to New Orleans by all rail. (441. ) 

E. Alleged dticrlmlnatfon against Denver.— 1. Complaint of Denver 
regarding through rates— Mr. Griffith, representing the Denver Chamber of Com- 
merce, says that there are 5 railroads coming directly h) Denver from the East — 
the Union Pacific, Burlington, Missouri Pacific, Rock Island, and Santa Fe, of which 
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3 make part of transcontinental lines. Denver has also a rail-and-wate.r route by 
way of the Gulf of Mexico and through Fort Worth. 

The rates from Denver to San Francisco are now practically the same as those from 
Chicago and New York to San Fmncisco. They were formerly higher, the more 
eastern cities being given lower rates on the ground of sea competition by way of the 
Atlantic. A case was broi^ht under the influence of the Denver Chamber of Com- 
merce, known as Kindel v. The Atchison, Topeka and Santa Fc Railroad. Mr. Kindel, 
who brought suit, was a manufacturer of bed 8])rings, who was especially anxious to 
obtain a satisfactory Western outlet. The Interstate ( 'Ommerce Commission held that 
the rates from Denver to the Pac;itic coast should not exceed those from Chicago or 
more eastern citic.s. The witness believed at the time of his testimony in May, 1901, 
that the railroads were about to put the modified rates into effect. 

Mr. Stubbs, of the Southern Pacific Company, says that the aise brought several 
years ago by the chamber of commerce of Denver regarding freight rates was very 
similar to that which was ))eing pushe<l regarding Pacific coast rates at the time of 
his testimony in the summer of 1901. The Denver case came directly within the 
long and short haul clause of the intershite-commerce law. The Denver jobbers 
clairnc'd that they should have lower nites to and from [)oints in California than pre- 
vail between the Missouri River points and California. The contention of the railroads 
was that the rates from the Missouri River to California were inlluenced by sea com- 
petition from New York, but that the inti lumce of this sea competition did not extend 
farther west. They held accordingly that it would not be fair to give Denver a rate 
as much lower than that from Mis.souri River points as the jtroportionate distance 
would indicate. The railroads held that t(> give Denver the* .^ame rate as that from the 
Missouri River would be a fair compromise, and the Denver shippers accepted this 
offer. 

The witness says fuiiher that the high rates wdiich had previously prevailed from 
Deiuer had not been approved by the railroads themselves, but that they bad main- 
tained them because they did not wish to recognize that there was any effect of sea 
competition at Denver, or becau.'^e the Interstate Commerce* (Vmimission would not 
recognize railroad comi)etition as a factor in determining differences between the long 
and short haul rates. The railroads felt that if the rates from Denver were reduced 
tlu'ii the rates from all other points would have to be similarly reduced, so that the 
lates were held up to protect the revenue of the railroads. In this (‘ase, however, 
tlu‘ Interstate Comment! Commission held that Denver must be given the benefit of 
sea com])etitive rates. (760.) 

Mr. (hn FKiTH says further that Denver manufacturers also complain that the rates on 
raw materials from the East are high as compared with the rates on inanufa<‘tured prod- 
ucts, HO that the development uf manufactures in Colorado is greatly retarded. Rome 
manufacturers have heen a))le to get the railroad.s to make commodity rates on raw 
mat(!rials, which have relieved them, but this is not true in other cases. In the case of 
iron and steel, which are largely produced in Colorado by the Colorado Fuel and 
Iron Company, the manufacturers who use these products as raw materials claim that 
the high freight rahjs from the East act as a })rotective tariff to the local industry, so 
that the manufacturers get no advantage in low prices jisthe result of the i)roduction 
of iron and steel in the State. A large manufacturer of machinery told the witness 
recently that he bought a considerable amount of pig iron from Pittsburg in spite of 
the fact that the freight rate was so high. The witneas is inclined to think that the 
Cohtrado Fuel and Iron Company ought to be able to produce iron and sUiel about 
as cheaply as it is })roduced in Pittsburg, altlmugh the cost of labor and general 
expenses are higher in Colorado. The supply of ore and coal is practi(*ally unlim- 
ited and (juite convenient, although the Fuel and Iron Company gets most of its iron 
ore from the edge of Wyoming. The witness presumes that sooner or later there will 
I e many more ironworks established. Colorado is a large State, with many resources 
and few people to develop tliem, so the available capital lias larf^ely gone into pre- 
cious metal mining and other enterjirises rather than into coal, iron, and steel pro- 
duction. (84S-857.) 

2. Alleged discrimination against Denver jobbers in distrihntimi of goods. — Mr. Grif- 
fith presents a paper prepared by the (diairman of the traffic bureau of the Denver 
Chamber of Commerce regarding the freight rates at Denver, and the witness himself 
explains the subject further and presents additional arguments in favor of modifica- 
tions of the existing basis. It is asserted by these gentlemen that Denver has never 
had any substantial assistance in her development from the transportation companies, 
but, on the other hand, has been constantly handicapped by restrictions. 

The particular complaint presented by Mr. Griffith is in behalf of the jobbers of 
Denver, who hold that they have never enjoyed a basis of rates for the distribution 
of goods, particularly to comuion points in Montana and Idaho and other States 
adjoining Colorado, which enabled them to compete with Eastern cities and Missouri 
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Biver points or with the Pacific terminal points as re^rds the distribution of prod- 
ucts from California. Denver has always oeen treated as a way station in the mak- 
ing of rates. From the East the Missouri River is substantially the basis line. Mis- 
souri River and other Eastern points receive through rates directly to common points 
in the Mountain States, while Denver mu8ta<ld to a high rate from the Eastern points 
other high local rates. The rates from Denver bj Utah, Montana, and Idaho are 
based upon the Missouri River rates and are usually 70 or 80 jx^r cent of those rates, 
which makes it practically impossible for any considerable amount of business to 
originate at Denver. Bv way of further illustration the witness states that the rate 
from the Atlantic coast by rail to Denver is $2.72 per 100 pounds on first-class goods. 
The rate from Chicago to Denver on first-class goods is $2.05, and the rate from Mis- 
sissippi and Missouri River ixunts is practically the same. From Denver to common 
points in Montana and Idaho the freight rate is $2 on first-class commodities. The 
rates from the Missouri River to those common points direct is $2.50 per 100 pounds, 
which is very much less than the combined rate from the river to Denver and from Den- 
ver to Idaho and Montana. Mississippi River points have a carbad rate on first-class 
goods to Idaho and Montana of $2.90 per 100 pounds, and Chicago has a carload rate of 
$3.10. The rate from Chicago to Denver, added to the rate of these common points 
from Denver, is $4.05, there being no carload rates allowed to Denver on most goods. 
The Chicago jobber thus has an advantage of 95 cents on the i^ost of shipment. 

Mr. Griffith sUites that there is less occasion for complaint as regards the rates 
from Denver to New Mexico. An arbitrary blanket rate iias been made by the rail- 
roads on the condition that the merchants should give them a certain amount of 
tonnage. These rates enable the Denver merchants U) compete in New Mexico ter- 
ritory. The rates from Denver to Colorado points are also satisfactory, and, in fact, 
the jobbing business of Denver is largely confined to the State of (^olorado alone. 
The rates in some instances are high, but the Eastern jobber has no advantage, since 
there are no through rates from the Eastern States lower proportionately than those 
by way of Denver. 

This witness states also that practically all Eastern cities have the same advantage 
over Denver in the matter of jobbing business. The witness undershitids that goods 
coming from the East to Chicago takes a basis of 67 cents per 100 pounds firHt-i la.ss to 
Chicago; the Eastern rate to St. Ix)uis is 87 cents, and to Missouri River points $1.47. 
All the different Missouri River points get the same rate from the Atlantic seaboard 
and make tlie same rate to Western pbints. 

The Denver merchants maintain, according to Mr. Grifiith, that they are entitled 
to be placed on an equal competitive basis with regard to distrilmting goods to com- 
mon iKjints in the Mountain States. The present base line on which the Western 
distributive rates are founded is the Missouri River. A new base line should be 
established, running north and south through Cheyenne, Denver, Colorado Springs, 
and Pueblo. This would enable all the cities name<i and others along tlu^ same line 
to compete on ecpial terms with Eastern points. The establishment of this new base 
would also prevent rate wars and discriminations, since if cuts in rates were made to 
these points they would have to apply to farther Western points as well. The Den- 
ver merchants (lo inA desire that the rates shall l)e lower proportionately to and 
from Denver than in case of the more eastern points, but they do desire to have 
proportionate rates. The witness recognizes that if the adoption of such a new 
oasis would not furnish sulficient tonnage to the railroads to justify the change in 
the rate they could not be expected to adopt it, but he asserts that the only way in 
whicii the country can be developtnl is by ceasing to discriminate against it. It is 
to the interest of the niilroads that the country whiih they enter should be devel- 
oped in its manufacturing and distributing business. (848, 857) 

Freight ratc§ to the Paellle eoaDt and sea competition.— 1. 27*^ 
(XUfe before the IntersUile Commerce Vommmion. — Mr. Wheeler, representing the Pacific 
Coast Jobbers’ Association, describes the (‘.ase being prosecuted in 1901 before the 
Interstate Commerce Commission with reference to the Pacific coast freight rates. 
This case was brought by the jobbers of the Middle West, through the St. Ijouis 
Traffic Bureau, to compel the railroads to put them in a more favorable position as 
r^u*d8 traffic to the coast. 

The witness states that the transcontinental railroads found themselves at the out- 
set met with the competition of sea carriers from New York and the Atlantic coast 
to San Francisco and other Pacific coast ports. They were obliged to make rates to 
meet that competition, with allowance for the less favorable conditions of sea traffic. 
The railroads of the Middle West thereupon insisted that they should apply like 
sea-oompetitive rates between Chicago and other Middle West cities and the coast. 
They insisted on what was known as “postage-stamp rates,” making the charges 
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from all Eastern points equal, as the Government does in can^g letters. They 
made tariffs accordii^ly, which practically confined sca competition to competition 
as it then existed. The merchants of San Francisco, in 1893, in order to break the 
monopoly then maintained, by virtue of practical combination between the railroads 
and the steamship com])anies, established a new steamship line to run in connection 
with the Panama Railroad and its steamship line on the Atlantic. They also su^i- 
dized a rival line of clipper ships around Cape Horn. The result was violent com- 
petition and a great cutting of rates. Rail rates were generally flattened out, and little 
or no diflerence remained between carload and less than carload rates, while value 
of goods and other proper elements which should be regarded in connection with sea 
competition were disregarded. This rate war continued <luring 1893 and 1894, aft(.‘r 
which the new steamship line was abandoned and the; Panama Railroad Company 
renewed its relations with the Pacific Mail Steamship Company (which is affiliated 
with the Southern Pacific (’om})any ). Rates were advance<l, but carload differentials 
formerly existing wert^ not at first restored. The Middle West jobbers had lieen 
able, owing to the abandonment of these 8]>ec,ial carload rates, to secure an abnor- 
mally large share of the business of <listributing -goods into the Pacific coast territory. 

For this reason the Pacific Coast Hardware and Metal Association, an organization 
of jobbers, ina<l(‘ a protest and held a meeting with the railroa^ls in May, 1898, at 
Milwaukee, as the result of which railroads in a measure ri'stored tJie conditions 
existing before the rate war, which were more satisfactory to Pacific coast jobbers. 
The Middle West jobbers thereupon in turn protested and claimed as a right what 
had been granted by the railroads as a war expedient. Their efforts were successful 
in the ca.se of the Great Northern and Northern Pacific railways, which, on May 1, 
1899, reduced the carload differentials, and, despite the complaints of the Pacific 
coast jobbers, declined to recede from that ]M)Hition. The railroads running directly 
to California, however, paid no attention to their northern competitors, and continued 
the operation of the Milwaukee tariff. 

Thenmpon the Middle West jobbers began the suit before the Interstate (Commerce 
Commission against the transcontinental railways. They (hunanded: (1 ) That rates 
should be graded according to distance, so that a lower rate should exist from St. 
Louis than from Chicago and a lower mte from Chiciigo than from New York; (2) 
that carload differentials should be materially reduced; (3) that “ blanket '’ (lescnj)- 
tions should be adopted, by which a variety of articles widely diverse in value, 
density, and liability to damage might be packed in a single case and transiwrted at 
a single rate. (744,745.) 

Mr. Lan(M;EY, of the Merchants’ Association of New York, says that it is possible 
for a New York merchant to do business in California territory in competition with 
San Francisco. On business destined for California and the Pacific coast there is a 
classification in effect which is peculiar to that traffic. It is made in a different way 
from the other classification.s. It is made by grouping and naming rates to cover 
groups rather than items. There has been a contention by the commercial bodies of 
the central West, particularly Chicago and St. Louis, that the scale of raka and also 
the classification in effect froin Chicago and St. Louis is detriiiiental to their inter- 
ests. Those cities claim that the transcontinental lines are using the difference 
between the carload and the less thancarlofwl rates to exclude them from the Pacific 
coast territory, The Pacific coast jobbers maintain that Chicago and St. Louis 
have no right to do business in that territory, and there is now a casti before the 
Interstate (Commerce Commission that involves the whole (luestion. The rate from 
New York to San Francisco and from Chicago to San Franci.sco is the same. Chicago 
and St. Ix)uis both claim that because they are nearer Sail Francisco the rate to San 
Francisco should be relatively less than it is from New York. The rate from New 
York to San Francisco, however, on transcontinental business should be properly 
styled a “compelled ” rate; that is, a rate not based on the cost of service or the dis- 
tance hauled, but forced upon the roads by the ocean rate from New York around 
Cape Horn to San Francisco. Chicago and St. Ixiuis seek to have tliat compelled 
rate used as a basis, and then oblige the railroads to grade the rates from the Eastern 
seaboard to the Pacific coast. Denver makes practically the same claim. If the 
lirinciple involved in the comjielled rate is not recognize and protected and this 
grailea system of rates is introduced, the rate from New York to San Francisco of $1, 
if graded westward, would sofm reach a point beyond Denver where there would 
not be any rate at all. The Chit^go merchant, while apparently able to compete 
with the New York merchant for the California trade, has against him the rate 
that he had to pay to get his stock from the F^t to Cnicago. On import goods, 
however, he can compete with the New York jobber for the California trade. 
(875-876.) 
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Mr. Stubbs, third vice-president of the Southern Pacific Company, also discusses 
the case brought by the snippers of the Middle West before the Interstate Commerce 
Commission regarding freight rates to the Pacific coast. lie says that the interstate- 
commerce law recognizes by implication that a substantial difference of circumstances 
and conditions will justify a liigher rate for the shorter haul that is contained within 
a longer haul than for a longer haul itself. Usually the Interstate Commerce Com- 
mission has defined such special conditions, justifying lower rates for longer hauls, 
to bo comjietition by foreign carriers or sea carriers not under the control of the 
commission. 

San Francisco has had the advantage of sea competition as from New York and 
from all points in the East within reasonable distance of New York. The sea car- 
riers control the rates so that the railroads on such traffic can not get a fully com- 
fiensatory rate, that is, a ratewhicli contributes its full share toward all the expenses 
of transportation imiuding fixed charges. The i)ractice of the railways has been to 
meet tips sea competition jn.st so far as it extended and no farther. Thus the rail 
rate from New York to an intciHor town in California would be higher than the rate 
to San Francisco, even though the di.stance should be less, by the amount of the local 
rate from San Francisco back to this interior })oint. Thus the intermediate points 
in the W('Ht for a very considera])le distance back from the coast have thus liad higher 
rates than the rates from N(*w York to San Francisco, and the Interstate Commerce 
Commission and men'hants in the East g(‘nerally have justified this practice. The 
same principle should apply as regards shijanents from Eastern cities to the Padfic 
coast, Pittsburg, St. Louis, and other cities should have rates to San Francisco etiual 
to the rate from New' York plus the local rate from thost.' cities to New' York, whence 
sea carriers could ])e emi)loyed. 

On account of tlui magnitude of the interests at these Eastern interior cities, they 
have been unwilling to accept this princij)h‘, and are bringing suit before the Inh;r- 
state Commerct! Commission to compel the railroads to make rates from Chicago, 
St. Louis, and other interior cities to San Francisco lower than the rates from New 
York to San FraiuLsco, on tin* ground that the <listance is shorter. All of the trans- 
continental railroads are involved, but the chief burden of the defense rests upon the 
Southern Pacific Company, because it is the most important and because it operates 
a through line from New York to San Erancisco ana has no line from Chicago, so 
that its inten'sts are soim'what different from tho.se of railroads originating at Chicago 
The Houthern Pacific Conpany liolds that it would be ruinous to all of these roads if 
the jirinciple contended for by the .shippers in this suit should be accepted, because 
the rates from all intermediate points w'ill be forced down to the level of the non- 
compensatory rates wliich are compelled b) sea comjietition. 

Mr. Stubbs declares that the influence of sea comjietition from the Atlantic coast 
to California affects the traffic as far west from the Atlantic as Kan.sas City, while 
goods have been shipped from San Francisco by way of New York, while goods have 
also bc'cn shipped from San Francisco to Dodge City, Kansas, by w'ay of the Canadian 
Pacific. (7()0. ) 

2. Carload differeiilkik.— Another question of difference in the suit referred to is 
regarding carload rates as compared with rates forle.ss than carload quantities. Mr. 
Stuhus says that the Pacific railroads have made an adjustment precisely similar to 
that which exists in practically all railroad tariffs throughout the country, by which 
the rates on carloads avo lower than those on smaller quantities. The difference is 
arbitra^, but wPl range from 50 cents to perhaps $1.50 per 100 ])ounds, according to 
the basis rate. This arrangement enables the mendiants of 8an Francisco, Portland, 
Seattle, and other jobbing ccmters on the Pacific coast to import goods by carloads 
and distribute them back to smaller towns in less quantities. Thu merchants of St. 
Louis, Chiciigo, and other large jobbing centers in the Middle West are trying to reach 
out into the Pacific coast territory, and are now seeking by this suit to compel the 
modification of the differentials in favor of carload lots, so that they can distribute 
their goods directly to the consumers on the Pacific coast at the expense of Pacific 
coast jobbers. 

Mr. Stubbs says that the Northern Pacific and (Ireat Northern railroads originally 
had the same carload differentials as the railroads terminating in California, and that 
on a i)etition of the jobbers in Chicago, St. Louis, and other cities they reduced the 
differential so as to give those jobbers an advantage in distributing goods to retailers 
on the Pacific coast. The object of the railroads in doing so was to favor the jobbers 
at their eastern terminals because of the relative unimportance of the jobbing busi- 
ness at their western terminals, especially as compared with the jobbing business of 
San Francisco. The attitude of these tw'o northern roads as regards the case before 
the Interstate Commerce Commission is one of indifference. The witness does not 
know whether they would at«ept the existing carload differentials of the more south- 
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em roads if the Interstate Commerce Commission should declare them justifiable, and 
it is questionable whether the Interstate Commerce Commission would Imve power 
to compel them to make these same differentials. (760, 761. ) 

.S. Blanket deMiiptinm—k third feature of the ease is the demand that various 
classes of articles which now take different rates may be given the same rates. This 
is particularlv demanded an regards hardware. Indeed the real movers in the pres- 
ent suit are the Simmons Hardware Company, of St. Louis, and the Hibbard, Spencer 
& Bartlett Company, of Chiciigo, two of the largest hardware companies in the world. 
They wish, by way of illustration, that hammers, hatchets, shovels, and planes, whicli 
may now be assumed to have different rates of freight, may be put under the single 
rate. At prcvsent, if these different articles were packed in a single nackage, it would 
be charged fur at the rate for the highest rated article. Under the change demanded 
the package would all go at one rate, lower than the former highest rate, the object 
of the chang(‘ being to enable shippers to send assorted packages to retail dealers 
directly at low rates. (758, 759.) 

4. Anjamenl of Paeijic, mad johhen.—ln defense of the position of the Pacific job- 
liersin opposing the demand of thcMiddleW.est jobbers above outlined, Mr. Wheelku 
declares that it is not just to destroy the natural geographical advantf^es which any 
city ]) 0 ssesses— advantages which were the very cause oi its foundation. The people 
who j)ioneered San Francisco did not go there esi)ecially because of the beauty of its 
location or of its fine climate. They went because of the commercial possibilities 
owing to the fact that San Francisco had cheiip water communication with the East- 
ern seaboard and is the natural gateway of the Pacific coast. 

The San Francisco jobbers further believe that 8ea-(‘ompetitive rates on the part of 
the railroads sliould be confined to points where sea competition actually exists. 
The witness believes that the long and short haul claiwe of the. interstate-commerce 
law is clear in not permitting railroads to make a lower rate for a longer haul from 
Chicago and inlamf jioints to 8an Francisco. The law permits the waiver of the long 
and short haul clause where circumstancxis are dissimilar. The dissimilarity in this 
case probably consists in the fact that New York and otherseaboard cities have water 
transjiortation to San Francisco which inland cities do not have. It costs compara- 
tively litthi to l)uild ships, and the sea is God’s natural highway. New York lias 
this sea connection with j^an Francisco. There is no such water competition directly 
from Chicago. (Jhicago and St. Louis, however, ignore the very basis of the low rates 
from New York to San Francisco, and maintain that they should have a lower rate 
than New York. The railroads claim that the rate should actually be higher than 
from New York, that the Middle West shipper should first pay the rail rate to New 
York, and then take a(lvantage of^ the .sea tran8})ortation. The railroads, however, 
are willing to compromise by making the rates the same from all these points. 

Mr. Wheeler says further that the disadvantages attending water transportation are 
sucli that the rates by rail should be materially liigher even in order to make equal 
competition, and he asserts that theshippersof the Middle West are trying to compel 
the railroads to ignore these disadvanti^es and make the rates by rail unduly low. 
In shipping byseaitrequiresat least fourmonths longer to take goo(l8 by sailingvessels 
from New York to San Francisco than in shipping by rail. Tlie capital invested in 
the goods during this voyage is idle, and the interest must be considered. Moreover, 
the uncertainty as to the time when the goods will arrive by sailing vessels is a great 
disadvantage to the purchaser of the goods. Again, to the sea rate the marine insur- 
ance must be added, as well as the liability to damage. All these disadvantages it is 
now sought to ignore. (745, 746.) 

5. Pacific coad rates and the Denver case. — Mr. WnEELEU holds that the Interstate 
Commerce Commission in its decision in the Denver case pointed out rightly the 
inconsistency of the principle of making sea competitive rates as regards Chicago, 8t. 
Louis, and other inland cities. Indeed, St. Louis, Minneapolis, Omaha, and other 
cites on the Missouri River are nut by the railroads on an equality on the basis of 
the sea competitive rates from New York. The Interstate Commerce Commission 
in the Denver case held that the railroads might not justly draw the line at the Mis- 
souri River, but must give Denver and even ^It I^ake City the advantage of lower 
rates. The rate has been higher from these place.s to San Francisco than from 
Chicago, St. Louis, or New York. The aim of tne railroads in arranging the rates in 
Hiis way has been to create the busineffl as near as possible to their eastern ternuni, 
increusing the length of the haul. It is also the aim of the railroads starting from 
Chicago and Missouri River points to secure lower rates from those points than prevail 
from New York in order that manufacturing and other interests may be built up at 
their eastern termini and that their business mav be increased at the expense of the 
business of seaboard cities which have natural and better geomphical positions 
as regards Fa<Mc coast traJthc. For this reason the witness thiium that the Pacific 
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coaat would benefit by the eatabliehment of consolidated lines of railways operating 
all the way from the Atlantic coast. These through roads would have no motive to 
build up tne middle cities, such as exists at present, but could haul the trafiic all the 
way from the Atlantic seaboard. (746,747.) 

6. Existing sea transportation routes to San Francisco.—Mr. Wheeler says that there 
is not at present apparently any tendency for the sea-carrying trade of San Francisco 
to come under the domination of the railroads. There formerly was such a tendency, 
which caused great alarm to the Pacific coast shippers. Very recently a new line (d 
vessels has been established known a.s the American-IIawaiian line. This is to 
oiMjrate very large steam vessels, of from 8,000 to 12,000 tons register. There will 
be a sailing each month from New York to San Francisco by way of the Straits of 
Magellan. P'rorn San Francisco the vessels go to Honolulu to take sugar cargoes, 
whence they return to New York. The great advantage of these vessels over the 
sailing vessels winch have been so largely used is the certainty as to the time 
of arrival. They expect to make the voyage from New York to San Francisco 
in 60 days, and they are fully as regular as the rail lines in the delivery of 
freight. The merchant merely has to figure 40 days longer and he can make his 
orders accordingly. In the case of sailing vessels there was no certainty whether they 
would arrive in 4 months, in 6 or 8 months, or even longer. The merchant miglit 
find his goods arriving after the season for them had passed. 

The rates established by this new line of steamers are scarcely higher than the 
sail rates previously prevailing. They run from 40 cents to 65 cents per hundred 
pounds. The all-rail rates on similar classes of goods range from 60 cents to 13. 
The rail carriers make especially low rates on goods which are carried in the lower 
holds of vessels, such as iron and steel products of different sorts. (750.) 

Mr. Stubbs says that the competition of sea carriers at San Francisco ports is 
greater than ever before. The Panama Rtiilroad run three or four steamers each 
way monthly from New York to San Francisco. To be sure the Southern Pacific 
Company is interested in the Pacific Mail Steamshii> Line, constituting the western 
end of this Panama system, but this line does not now have i)ower to fix rates. The 
American-Hawaiian Steamship Company is operating ve.ssels of from 6,000 to 8,000 
tons burden from New York to San Francisco by way of the Straits of Magellan. 
These steamships have a large capacity and relatively small coal consumj)tion, and 
can take cargoes from New York to San Francisco very cheaply. They are taking all 
classes of freight. There is nothing but perishable freight tliat can not go around 
the Horn, and even perishable freight can be liandled with proper a])pliances. 
(673.) 

VI, TICKET BBOKERAGE-PASSENGER BUSINESS. 

A* Character of people eni^as^ed in brokerajge businesi.— 1. Gmer^ 
ally.— Mr. Lindenbkkger says that there are two regularly organized as-sociations of 
ticket brokers — the American Ticket Brokers’ Association, with a membership of 335, 
and the Guarantee Ticket Brokers’ Association, with a membership of 83. Mr. Lin- 
denberger assumes that each member has 3 clerks, on an average, so that there 
are 1,850 or 2,000 persons making a living at the business in the United States. In 
the larger cities the business is conducted by tho.se who devote their entire time to 
it; in smaller places it is done largely by iMJrsons in other lines of business, very fre- 
quently by tho.'^e who conduct book ana news stands in hotels. Many members of 
we American Ticket Brokers’ Association have been engaged exclusively in this 
business for from 10 to 30 years. They have the respect and confidence of their 
communities and of the railway managers. Mr. Lindenberger does not know to 
whom he could more safely refer for a certificate of character than to the railway 
passenger men of his city, though many of them are bitter antagonists in a business 
way. (320.) 

Not a broker now in the American Ticket Brokers’ Association has ever been 
arrested for fraud or chai^d with it. Members have been expelled for doing an 
illedtiraate business. (355. 357.) 

Mr. Lindenberger states further that education in a ticket brokers’ office is a com- 
mon stepping-stone to employment in the passenger department of railways. He 
knows several prominent railroad men in high positions who received their first edu- 
cation in the ticket business behind a broker^s counter. A man there becomes famil- 
iar with every form of ticket that is issued, with the different lines of road in the 
Uniteni States, with connections, etc. (326, 350.) 

2. American Tkket Brokers^ Association.— Mr. Lindenberger submits a copy of the 
constitution and by-laws of the American 'Ticket Brokers’ Association. Any person 
of good moral character who possesses the necessary ability and capital is eligible to 
membership upon payment of an initiation fee if, In the judgment of the executive 
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committee, the location will admit of hia admission. A member may hold not more 
than two memberships in any one city and not more than five in the association. 
A membership under which the holder has conducted business for not less than 6 
months may oe sold or assigned to any person eligible to membership, with the 
approval of the execirtive committee. In every city where there are three or more 
meml)er8, the members must organize a local division liaving for its objects uniformity 
of selling rates and the destruction of hostile competition. New applicants in a «ity 
where one or more memberships are operated must pay an initiation fee of forty times 
the amount of the prescribed lee, as follows: Class A, $1,000; class B, $600; class C, 
$400; class D, $200. No ineml)er may conduct his business in any place where liquor 
is sold, nor in any place objected to by the executive committee. 

All aasociation rebate orders, when properly drawoi by members in good standing, 
must be honored without question. Whenever a ticket or couj)on purchased of a 
member by a passenger is not accepted for passage, through no neglect of the passen- 
ger, and the passenger is obliged to pay fare, the full amount of fare so paid must l)e 
returned to the passenger. Whenever a ticket is sold without recourse, wholly or in 
part, this must be stated in writing to the passenger at the time of such sale. All 
disputes, whether between members or l)etw(‘en patrons and mendjers, must be 
referred directly to the executive committee as aboard of arbitration, from whose 
decision appeal lies to the annual convention. If a member fails to make good any 
written or verbal guaranty to a j>assenger, the guaranty must be made; good by the 
association, when so decided by the executive committee, and the amount must la*, 
charged to the member. Any transaction betw'een a member and any person or cor- 
poration whereby the system of ticket brokerage may be liable to injury or degradation 
18 declared to be a misdemeanor; so also is the buying of employees’, complimentary, 
or stock passes. The {Hinishmcnt for a misdemeanor is reprimand, tine not exceed- 
ing $100, suspension (one or allh or expulsion, at the discretion of the executive 
committee. If the offense is sucli as to cause iiecuniary damage to either a patron, 
corporation, or member, the executive committee may also require such restitution 
from the offender as they may deem proper. No member is [lermitted to have any 
transaction relating to ticket brokerage with a broker who is not a member of the 
association, nor with a sus]X‘nded member. A member who joins another associa- 
tion of ticket brokers Is to be susiiended or expelled, at the discretion of the execu- 
tive committee. 

The association maintains a committee on ho.stile legislation, consisting of one 
member elected annually by the convention. The commiLteeman receives a salary 
of $2,500 a year. Jn the event of hostile legislation in any State, the members in 
such State, acting under the direction of the committ<*e on hostile legislation, are to 
{)ay 50 per cent of the ex[x?nse incumMl, and the a-ssociation is to pay 50 per cent. 

Mr. Lindenberger also submits, as indicating the care with which the association 
tries to exclude improper persons, the form of aiiplication for membership and the 
reference blanks, which are te be filled by 3 members of the association, by a banker, 
and by 2 merchants, to all of whom the applicant for membership is required to 
refer. (321-324.) 

B. Bethodfl of biisinCMH. — 1. General railare of huftinens.—Mv. Lindenberoer, 
of the American Ticket Brokers’ Association, says that the business of ticket brokers 
is to buy passenger tickets from the agents of railways and from passengers and to 
sell them to travelers below the published tariff rates. ( 318.) The brokerage business 
dejiends on the existence of inequality and discrimination in the passenger business. 
If the roads treated the public with exact and eipial justice, there*would be no room 
for ticket brokers. A universal rate of 2 cents a mile would destroy the broker’s 
business. (355.) 

2. Scalping tickets.— Ur. Lindenberger says that it is a common practice for a ticket 
broker to buy a ticket to some through point “which is iierhaiw a competitive point, 
and upon which very likely some one of the various roaxls in this line are anxious for 
business and will pay a commission,’’ sell the ticket to a paasenger to an intennediate 
lioint, and give the passenger a rebate order on a broker at that place. Passenger 
agents sometimes come to brokers and ask them to send business over their road, 
Ottering, for instance, to extend the time limits on any ticket that may expire. Some- 
times they pay a commission and sometimes they do not. (352.) 

3. Fumishing-rate sheets.— Ur. Lindenberger says that a common method of ticket 
brokers favorably situated for securing tickets is to issue furnishing-rate sheets to 
their correspondents. Suppose a passenger asks a Washington broker for a rate 
to Denver. The regular fare is $48. The broker may have a ticket to Buffalo or 
Cleveland or Pittsburg or Chicago. He examines his rate sheets for a furnishing 
rate from a broker in the city which he has a ticket to. The customer takes the 
part-way ticket and an order upon the correspondent in the intermediate city for a 
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ticket to finish his journey. He will probably save $3 or $5. If the Washington 
broker has no ticket, and if the furnishing rate is low enough, he may be able to 
buy a regular ticket at lo(‘al rates to the intermediate point and still allow the customer 
a saving over the through rate. (820. ) 

4. Mileage hooh.— Mr. LiNnENBRJtoER says that ticket brokers deal largely in mile- 
age books. They are usually bought by the broker direct from the railroad companies 
and sold to patrons who need a smaller quantity of mileage than that contained in a 
full book. If the customer is known to the broker, he may be permitted to return 
the book by mail. Otherwise he pays the full value and receives a rebate from a 
correspondeiit of the ticket broker in the city he is bound for. In the New England 
States and New York and on many roads m other parts of the country books are 
good in the hands of the bearer, though there are regulations which nominally 
restrict the use of them to the purchaser or to persons connected with him in a 
family or business way. In a letter written by the general passenger agent of the 
J..ehigh Valley Ihiilroad, this company's books are spoken of as good in the hands of 
the holder, though the ordinary restrictions are printed upon them. Ten years ago 
Mr. Lindenberger’s own business was very largely in mileage books. They were 
bought almost exclusively from the railroails direct. Indeed, it is dangerous to buy 
them otherwise. He has known a dishonest man to sell his mileage book to a broker, 
report to the company that it was lost, and have it taken up on the train and returned 
to him. (818,854-.) 

Mr. Lindenberger says that in .several part-s of the country only intendiangeable 
mileage books are now sold. In the territory of the Central Pas.senger Association 
a thousand-mile book, good on 87 roads, is used. The passenger pays $80 for the 
book, and when he has used all of the 1,000 miles he is entitled to a refund of $10 on 
returning the cover. West of Chicago there is a book called the Sebastian book. 
When the pa.ssenger liuys a ticket of a railroad company Ik; takes a receipt, and those 
receipts are tiled in the book. When he gets up to, say, 2,000 miles, he can turn 
them in and get a rebate. Jn Michigan there is another called the Northern Mileage 
Book. 

Since the reduction of rates can l)e got on these books only when the cover is 
turned in by the original purchaser, they can not be bought and sold by brokers. 
It sometimes happens that a traveling man ha.s not $80 to invest in a book, and ht* 
gets a broker to buy a book and carry it for him, charging him a percentage. Mr 
Lindenberger knows of brokers who tarry as many as 200 books for these special 
customers. (819, 858. ) 

Mr. Lindenberger says that w'hen each road sold its individual mileage books trav- 
eling men were usually allowetl 8 cents a niilt^ for their fare ])y their employers, and 
they were able to buy mileage from lirokers at about 2| cents. The three-fourths of 
a cent was one of the jierquisitt's of the business. Now, in the territory where the 
interchangeable mileage books are issued, the houses furnish the mileage books. 
(852.) 

5. Railroad spotters and mileage books. — Mr. Lindenberger says that a broker some- 
times puts out a mileage book, guaranteeing it to the purchaser, as brokers always 
do, and the purchaser turns out to be a railroad spotter, wlio gives up the ticket to 
the road and comes back with a receipt to show that it has been taken up by the 
conductor. The broker has to refund the money. Mr. Lindenberger (juotes a news- 
paper article, apjiarently written on the basis of information obtained from the rail- 
roads, in which the following passage occurs: “A feature of this testing the market, 
which perhaps is not genemlly known to the public and which hits the brokers the 
hardest, is the lifting of the mileage tickets. All such tickets bought up on the mar- 
ket are confiscated by the two pa.ssenger associations, and in a year’s time it means 
an immense financial loss to the brokers, who are just .so much out of pocket. When 
very severe tests of the market are being made, the associations oftentimes get out- 
siders, in the guise of traveling men, to help, and in this manner much mileage is 
secured from the scalpers which otherwise they would not let go, because of their 
fear of the ‘ spotters. ’ * ’ (384 . ) 

Mr. Lindenberger declares that a prominent passenger agent in Michigan, desiring 
to increase travel on his road, put large quantities of mileage books in the hands of 
brokers and guaranteed them. For some time there was no trouble; “but suddenly 
the passenger agent changed his mind and issued orders to his conductors, and a 
great many of these books, which we had a right to assume had been bought under 
that understanding, were taken up. For books costing $20 I got in some cases no 
more than a ride of 100 miles— $2— and the loss to me was $18. There was no 
recourse unless we went into court and published the circumstances, and that does 
not pay.” (340.) 
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6. Rate-war tkkets.—Mr. Lindenberger says that brokers are often useful to the 
public in givinj? the benefit of rate-war reductions to persons who would not other- 
wise get it. Thus, in 1898, there was a rate war for eight months in Canada. Tickets 
were sold at about half the usual rate, but outside of Canadian territory regular tariff 
rates were charged. Thus, in Windsor, one could buy a ticket te Toronto for $3.30, 
but across the river in Detroit one had to pay $6.60. The brokers of Detroit sent 
to their Western correspondents, giving the ])rices at wliJich they would supply, on 
prepaid orders, tickets to Toronto and Eastern points. The prices were usually $1 
above the war rate. Tt was only through brokers that tliese rates could be obtained 
in the United States. Tlie agents of the railroads in Detroit w’ere absolutely forbid- 
den to give customers any information about rates across the river. Mr. LiiKlen- 
berger mentions other similar instances. (319, 320. ) 

7. Exmmon tlrketi^. — Mr. Lindenbeuokk says that ticket brokers not only buy the 
return parts of excursion tickets from travelers, but through their correspondents in 
other cities they are often al)le to handle both the going and the return coupons. 
The railroads often give brokers advance information of the.se excursions, ami the 
brokers are able to arrange by correspondence to handle the tickets. (319.) 

C. ReluliotiN to railroadfii. — 1 . Support of hrokm h<j rounivance of railroadi^.— 
Mr. Llndknbergeu says that the growth of tii'ket brokerage to the immense propor- 
tions it assumed from about 1876 to 1896 was due almost entirely to the direct encour- 
agement and Hup})ort of the railways. Nearly every railroad of nnporlance employed 
brokers; and when a road could not make satisfactory arrangements with established 
otlices, new ollices Avere opened. When Mr Lindenberger became a ticket broker 
19 years ago, he started with the regular Issues of tliree lines of road, and in the fol- 
lowing yearn dealt on the most friendly terms with all the great lines that looked to 
Detroit for business. The purpose of the railroads in using brokers was to get com- 
petitive busine.ss which they could md reach otherwi.se. New lines which desired a 
quick introduction to the i)ublic would place tickets with brokers. The weaker lines, 
failing to secure a living share of the passenger tratlic, would often find that their 
only means of escaping the receiver was to call in their help. The brokers, with 
correspondents all over the country, can quickly influencii a large pas.senger tratlic 
over any line if tlu' tickets are jait low enough. (326. ) 

Mr. Lindenberger states that it was jiroved .some years ago before the Senate Com- 
mittee on Interstate Commerce that such roads as the New York (Vntral and the 
IVnnsylvaiiia had dt'alt through brok(‘rs, and that 95 per cent of the business of the 
ticket brokers of the Unib'd ."States was done with tin' lailroads direct. This does 
not mean that each individual broker bought almost all his tickets from the rail- 
roads. One broker at a starting point in the Last, N<*w York or Boston, starts a 
ticket west, and it may travel from New Y(»rk to San Francisco. It w'as originally 
purchased from the railroad direct by the broker, and it is used from point to point. 
The dealings of tlu' brokers with the roads are less of late years, “esi)ecially in the 
last year, when the traffic associations are the whole thing.” Mr. Lindenberger 
does not think that the busine.ss of ticket brokerage could be carried on, at least to 
anything like its former extent, without the dealings directly with the roads. 
” Where a broker would have j>erhaj)H anywhere from thirty, fifty, to one hundrt'd 
thousand dollars invested in stock, he would nec<*ssarily have to do the com])ara- 
tively small business that is done through tickets that pas.sengers don’t use and 
through excursion tickets.” This would greatly injure, Mr, Lindenberger thinks, 
the general public. The brokers would either bt; driven out of business or be driven 
to less public locations. 

Mr. Lindenlierger says that it w'ould bepo.ssible to exhibit written contracts which 
have been made ixitween ticket brokers and railroad officials for the selling of cut- 
rate tickets in bulk, but it would be in violation of a business ^reement and he 
would not think it right. Of late yearn such iigreements are simply a matter of 
honor between the tidtet broker and the railroad men. “For instance, a ticket 
))roker may write to a general passcmger agent that he wants something, that he can 
do him some good, and insteaxl of getting a reply by mail a district passenger agent 
or a traveling passenger agent comes in and tallcs the matter over and says, ‘We will 
do so and so;’ and that contract stands. The agent will say, ‘Buy tickets reading 
over our road, report to us the forms and numbers at the end of the month, and a 
checlr will follow.’ That is the general custom of doing business, and, to the credit 
of the roads, there are very few instances on record where the contract has been 
violated to the slightest extent. ’ ’ 

This witness ahw says that when a railroad pays a commission to brokers on tickets 
sold over its line the ‘rate is usually about 10 per cent. The broker usually receives 
the same as an agent. (360-362. ) 
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Mr. Lindenberger declares that the acceptance of commissions from railroads for 
selling tickets over their lines is not an unlawful act; but if the railroads have made 
j^reements among themselves which are violated by the payment of such commis- 
sions, those agreements are themselves unlawful, as combinations in restraint of 
trade. (366. ) 

Mr. Lindenberger says further that railroad companies when they are in an agree- 
ment not to cut rates will often pay a commission to brokers, stipulating that the 
rate must not be cut. The brokers work for those particular lines and get business 
for them. The brokers have many customers who are friends of years’ standing, and 
will buy of them rather than of the regular agents at the same rate. A regulation 
that all tickets must l)e sold at tariff rates will not destroy the brokers’ offices. Hut 
the passenger associations now say how many outside omces a railroad may have, 
and if an antiscalping law were passed, and men could not sell tickets without a cer- 
tificate from a railroad company, the passenger associations would then control the 
business. (357.) 

2. Jifl'ed on raUrond ticJceln.— Mr. Lindenberger says that in the latter part of 1898 
the railroads cut off second-class rates generally throughout the Southwest, without 
making any corresponding reduction in the first-class rate. The effect was that while 
the lowest rate between New Orleans and Louisville, prior to January 1, 1899, was 
$13.60, the lowest rate after that date was $19; the lowest rate from Chicago to 
Austin, Tex., before January 1, 1899, was $23.75; after that date $32.15. lie thinks 
the average difference was 40 per cent. Just before Mr. Lindenberger appeared 
before the commission the railroads ^in put second-cilass tickets on sale, reducing 
the miniinuin rates from New Orleans to Chicago from $23 to $16.50, from New 
Orleans to St. Louis from $18 to $12.50, and from New Orleans to Kansas City from 
$24.35 to $ 15.50. Reduced party tickets to various Northern points w ere also offered. 
This reduction of rates is attributed to the competition of ticket brokers in selling 
low-rate tickets by roundabout routes. (336. ) 

3. Ticket brokerage and railroad competition. —Mr, J.,indenhkr(3Er says that there is 
room for brokers as long as there is competition between railroads, “The broker 
thrives best when trade is bad and when rates are high. When ]>eople are making 
money the savings effecte<.l through brokers do not amount to so much to them; they 
are not so anxious to buy. When the railroads are doing lots of business they do not 
care for us. But wffien the railroad companies get in a clo.se place and nec^d business, 
they get out and look fur it, and the ticket broker is in a position to give it to them.’’ 
(350.) 

D. Lc);itlmuc*y of brokerage buaineMS.— 1 . Attitnde of brokers toward 
fraud.— Mr. Lindenbeuoek, of the Americiin Ticket Brokers’ Association, submits a 
copy of a circular issued by that association offering a rew ard of $500 for the arrest and 
conviction of any member of the association who is guilty of forging a railway ticket, 
or who has changed the destination of a ticket, with intent to defraud. For the 
arrest and conviction of any ticket broker not a memter of the association, for either 
of these acts, the association offers a rew'ard of $200. In a circular accompanying the 
announcement of this offer, the secretary of the association says that the offer is made 
to prove that the slanderous stories put in circulation by certain railway officials to 
the effect that it is the general practice of ticket brokers to forge and alter railway 
tickets are infamous falselnxids. The circular is also intended, however, as a warn- 
ing to any ticket broker who may be tempted to dishonest practices that the associa- 
tion will Hjmre neither energy nor money to put him out of the calling he has disgraced. 
(325.) 

This witness declares that the value of fraudulent tickets that the railroads carry 
passen^rs on for which they receive no compensation, is very small indeed. Most 
fraudulent tickets are fraudulent simply by extension of a time limit. The rail- 
roads have actually been paid for carrying the passenger. Of course that is no 
excuse for the use of such a ticket. So far as brokers are concerned, ticket frauds 
are usually discovered through them. It has been the custom with railroad com- 
panies, and is really the most effective way of detecting frauds, burglaries, etc., as 
soon as they learn of a fraudulent issue of tickets, or of tickets being stolen, to notify 
a broker through the American Ticket Brokers’ Association, and that information is 
sent by wdre or by the first mail all over the United States. Every ticket broker is 
on the lookout for those tickets. The fraud can not continue long. It would be 
impossible in any case, however, for fraudulent tickets to be accepted on a road for 
any length of time without the consent of the auditing department. A ticket pre- 
sented on a train is turned in by the conductor as soon as he finishes his trip, and by 
the next day it is checked up. There is less chance of fraudulent tickets being 
accepted by a railroad than of almost any kind of a fraud being perpetrated on a 
railroad, or a bank, or any other corporation. (369. ) 
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2. Guarantee of tickets— Mr. Lini enbergeb, of the American Ticket Brokers’ Asso- 
ciation, says that, by the custom of the business and the rules of the association, unless 
a broker has the passenger’s written agreement to the contrary he is responsible for 
the ticket that he sells. The acta of all the ticket brokers in the American Ticket 
Brokers’ Association are guaranteed to the public. Though the rules of the associa- 
tion provide for a written undertaking by a passenger to assume all risk of the gootl- 
ness of a ticket, Mr. Lindenberger has never sold a ticket on such terms. He has 
never sold a ticket which he was not willing to assume the responsibility for. If he 
.‘^clls a j)a8senger a ticket for $8, the regular fare being $10, and the ticket is refused, 
he is compelled by the rules of the association to make the passenger good. He pays 
not the $8 that he received, but the $10 which the passenger had to pay. (849, :150. ) 

8. Jhiying of passes. — Mr. Lindenberger says that the buying of passes is disrepu- 
table and dishonorable; he never bought one, nor sold one, nor permitted one to be 
sold in his office. “While railroad companies may issue j)asses improperly, for 
political purposes or otherwise, it does not justify brokens in handling them. We 
confine our operations to tickets that the railroad company receives its price for.’’ 
He used to inform the railroad when a j)a88 was offerwl to him for sale, but now he 
prefers not to see the pass. Very sad results sometimes come from the revelation of 
such breaches of confidence to the officers who have issued the pasj-es. (858.) 

4. Passenger tickets — Printed conditions as contracts. — Mr. Lindenberger does not 
think that the conditions printed by railroads upon their passenger tickets constitute 
coutmets. If such a ticket is a contract, why does it not require the revenue stamp 
which the law compels to be placed on every business contract? On almost every 
ticket there is a statement that the railroad will be responsible for only a certain 
amount of baggage; but this announcement does not hold in law. (355.) 

The witness considers that the railroads do a wrong in requiring any person to 
sign a name on a ticket or a mileage book. As to the question of forgery in signing 
the name of another under sucli circumstances, Mr. Lindenberger remembers read- 
ing of one case in California where the Southern Pacific Company tried to punish 
a man for signing another man’s name, and the court decided that the original 
})urchaser in selling the ticket necessarily gave the purchaser authority to use his 
name in that connection. (854.) 

E. Testimony of IWr* Blanchard on ticket brokerage.— Mr. Linden- 
RERGER refers in detail to the testimony of Mr. George K. Blanchard before the 
Industrial Commission in condemnation of ticket brokerage.* He takes up Mr. 
Blanchard’s propositions point by point. 

In respect to Mr. Blanchard’s statement, that ticket brokerage is prohibited by 
the laws of 10 States, IVIr. Lindenberger says that the lep;islatures of 86 States have 
refused to pass such laws; that in 2 of the 10 States the highest courts have declared 
the laws unconstitutional, and the law is inoperative in the 8 States where it exists. 
As to the prohibition of ticket brokerage in Canada, Mr. Lindenbei^er says that 
when the law went into effect there were only 8 brokers in the Dominion, so that 
there ^^as no power to organize resistance; but at that time, and for many years 
after, the Canadian roads openly paid commissions to brokers in the United States, 
and it is probable they are doing so to-day. The traffic in tickets by individual pas- 
sengers and by hotel clerks is common in Canada, and Mr. Lindenberger never heard 
of a i)rosecution under the law. 

As to the condemnation of ticket brokerage by the Interstate Commerce Com- 
mission, that was published in December, 1896, and though the commission has since 
made three annual reports and has treatiNl exhaustively all the other principal sub- 
jects relating to transportation, it has ignored ticket brokerage. It is probable that 
a closer acquaintance “ has taught them the error of their earlier judgment.” As to 
Mr. Blanchard’s stateuuent that the liest moral sense of the commendal world is 
against the business of ticket brokerage, Mr. Lindenberger undertakes to show how 
the supposed manifestations of this moral sense have been obtained. He (juotes in 
full a circular said to have been issued on Decemlier 10, 1897, from the “Antiscalping 
bill heaclquarters, Shoreham Hotel, Washington, D. C.” It calls attention to the 
necessity of bringing all possible influence to bear on the new members of the House 
( hmmittee on Interstate Commerce. For this purpose railroad officers are asked to 
open correspondence “with the president of each and every society, organization, 
etc., requesting reduced rates for conventions and meeting, with a view that vou 
secure tne aid of such organizations in passing favorable resolutions,” and individual 
letters to Senators and Representatives. The circular also suggests that “it may be 
necessary to again organize throughout the country for an a^ressive campaign in 
securing petitions in every town along the lines of railways.” It is assumed that the 
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local agents of the railroa/ds will be instnicted to get these petitions, and it is suggested 
that they be instnicted to secure at tlie head of each petition the name of the most 
prominent man in the town. The circular also suggests that unless the bill is passed 
in both Houses at the present session, it will probably be almost impossible to secure 
favorable action for some years. 

Mr. Blanchard says that the cessation of scalping means the stoppage of many 
illegal practices which create unauthorized discriminations in passenger affairs. Mr. 
Linden berger’ 8 reply is that the cessation of ticket brokerage means the destruction 
of competition, but that the broker in some degree prevents discrimination. In the 
offices of railways discriminations are con.stantly going on. Social and political debts 
are paid by passes and special-rate tickets, and shippers and men of influence are 
constantly favored. Holders of tickets on which the limits have expired can get the 
time extended if they have influence enough. The ordinary passenger has to submit 
b) the regular rules, except for the relief secured through ticket iirokers. Mr. 
Blanchanl says that resold tickets cut the local fares and jiroduce rates not author- 
ized by the railroads and prohibited by law. Mr. Lindenberger replies that the 
reiluction of rates is an advantage to the public, and that after the railroad has 
received its })rice for transportation it is not injured if the transportation is used by 
one person rather than another. 

As to charges of stealing, counterfeiting, and fraudulently altering tickets, and of 
false representations as to routes, connections, eb'., made by brokers, Mr. Linden- 
berger replies that the ticket broker is often better qualified and is more disinteresb'd 
in giving accurate information than the authorized agents of ri\ al lines. The agent 
of a railroiul gives information only about his own road; the brokc'r is etiually ready 
b) give information about all. As to stealing and forging, every State has laws against 
these crimes, and the American Ticket Brokers’ Association has a standing offer of 
a reward for the arrest and conviction of persons guilty of them in connection with 
railroad tickets. 

Mr. Blanchard declares that scalpers have induced conductors not to cancel tickets 
taken up in order that they might be resold. Mr. Lindenberg(*r declares that 
in an experience of 19 years he has nersonally known of but 3 or 4 cases of this 
kind, and he has reported them to tne railroads interested. Mr. Blanchard also 
accuses the brokers oi having corrupted clerks and ticket di.^tributors in some rail- 
way general oflices by inducing tliem to ])urloin tickets. Mr. Lindenberger says 
that such things have no doubt occurred, but noevi<U*nce that they are common luis 
been laid before legislative bodi(*.s during the hist 10 years. 

The evidence of wrongdoing on the part of ticket brokers which the railroads have 
used to create public, feeling against them is of no tangible value whatever. The 
witness refers particularly to a pamphlet entitled “Museum of Ticket Scalping 
Iniquity,” in which pictures are given of tickets which are said to have been altered 
and plugged. There is only one casi* in which an a<‘cusation is brought against a 
particular person; such j)hrases as these are used: “A Hcalj:)er did so and so;” “this 
was done by a ticket broker.” 

Mr. Blanchard says that scalpers cau.se railroad wars. Mr. Lindenberger replies 
that the rate wars of (knada, wher(‘ ticket brokerage is i)rohibited, refubi the state- 
ment. Mr. Blanchard declares that the cessation of 8cali)ing would not lessen public 
facilities, “because each company could retain the services of an experienced scalper 
by conferring upon him a proper appointment as agent.” Mr. Lindenberger suggests 
that this is an acknowledgment that experienced scalpers are a benefit to the trav- 
eling public; but he ad<ls: “If the broker was regulated by the rules of the combine 
he would be quickly roblied of the very attributes that now make him a public 
convenience.” 

Mr. Blanchard complains that the rules and decisions of the Interstate Commerce 
Commission do not reach scalpers’ practices. They hold only the railways account- 
able. While a company can only change its fares by 3 days’ notice as to reductions 
and 10 days’ notice as to advances, the scalpers can change them either wav daily 
or hourly. Mr. Lindenberger sees no objection to a requirement that a broker file 
rates. “It is safe to say that should this be required the law w'ould be equally as 
well obeyed as is the law relating to interstate commerce by the average railroad.” 

Mr. Blanchard asserts that if scalping were abolished the average fares paid bv 
passengers would not exceed those which prevail under its continuance. Ime rail- 
road will redeem the unused coupons of through tickets. If the passenger takes the 
coupon to a scalper he will get less than the railroad would give. If the nassenger 
who ultimately buys it gams, the passenger who sells loses. Mr. Lindenbeiwr 
replies that Mr. Blanchard is “misinformed.” He illustrates the working of the 
reaemption of tickets with detailed figures. The first-class rate from New York to 
Chicago, by way of Buffalo, is $17; the cheapest rate from New York to Buffalo is $8; 



digest: — TICKET BBOKEBAGB. 


oxxvn 


the difference, $9, is what the road would jdve in the redemption of the coupon from 
Buffalo to Chicago. The lowest first-class fare from Buffalo to Chicago is $1^ The 
broker would give the passenger $10 for his couiwn and sell it to another for $11; 
each of the passengers would save a dollar and the broker would have $l for his 
profit. Mr. Lindenberger gives several other similar instances. He adds tliat a 
great many excursion tickete are sold for the fare one way or less; the return coupons 
have no redemption value. The railroad company has offered to give the transpor- 
tation for the money received, and there is no reason why it should not be callea on 
to makes no difference whether the transportation is called for by A 

Mr. Blanchard argues that passenger tick^'t brokerage is an evil, because, in his 
judgment, anyone would admit tliata similar brokerage business in freight transporta- 
tion would be an unjustifiable evil. Mr. Lindenberger replies that on the contrary 
the interests of the people who pay freight rates would be greatly promoted if there 
were brokers in that line. “The average shipper would gladly welcome some 
method of evading the often arbitrary and excessive rates extorted from freight 
shippers.” (330-341.) 

F, Aiititicket-brokerafi[e law§.— 1. StateJaws. — Agitatmi hy railroads.— Mr. 
I jNDENBEuoKudeclares that with the concentration of railway interests and the forming 
of pools and traftic associations a system of persecution against ticket brokers has been 
inaugurated by the railroads. The legislatures of all the States of the Union have 
been repeatedly solicited to pass antiscalping laws. Such laws have been got through 
in only 10 States, and in 2 of them— New York and Texas— they have been 
declared unconstitutional. The railroads have not succeeded in getting such unjust 
laws passed in the other 37 legislatures nor in Congress. Efforts have been made in 
Congress to this end for a dozen vears. Foiir years ago, for the first time, a bill was 
got through the House, l)ut it failed of consideration in the Senate. The same thing 
happened 2 years ago. It is a fact worthy of note, Mr. Lindenberger thinks, that 
the times selected for piwsing these bills in Congress were directly after Congressional 
elections. “ The bill is very unpopular with the people, and the Congressman who 
would vote for it Htoo<l the chance of losing the support of a large number of his con- 
stituents.” In support of this opinion, Mr. Lindenberger quotes a circular said to 
have been issued to the railroad ofii( era by the committee employed to urge iqion 
( 'ongress the passage of the antiscAlping bill during the session of 1897-98. ( 326, 331 . ) 

2. Aritkcaljmig lavs uncomtituthmaL—Mr. Lindenbeuoer submits the text of the 
decision of the New York court of aimeals, November 22, 1898, holding that the 
antiscalping law' is unconstitutional. The court points out that while the title of 
the act refers to frauds in the sale of passenger tickets, there is nothing in the body 
of the statute to indicate that it is prompted by a desire to che<'k fraud. The court 
declares that the buying and selling of passeng(‘r tickets is a perfectly normal and 
unobjectionable business. “ I confess 1 am unable to see how' such a sale defrauds a 
transportation company. If a transportation company sells a ticket from New York 
to San Francisco, it undertakes to carry the holder from one place to the other. It 
costs the company no more to carry one person than it does the other. How, then, 
can it bo defrauded or in any way |>reju<liced by the transfer of such a ticket by 
the purchaser to another person?” The statute in (piestion restricts the lilierty of 
citizens of the State to engage in the business of ticket brokerage. It is a violation 
of the State constitution and void unless it constitutes a valid exercise of the police 
power. But this can not be maintained. No attempt is made to exclude persons of 
bad character from the business, nor are the juiblit! authorities given the right to 
determine by examination or otherwise the character of the persons to l)e engt^ed 
in it. The transportation companies alone are invested with the power to admit to 
it whomsoever they will. Stringent rules may doubtless be enacted to punish those 
who are guilty of dishonest practices in the conduct of such a business; but to cut 
up, root and branch, a business that may l)e honestly conducted to the convenience 
ol the pulDlic and the profit of the persons engaged in it, is beyond the legislative 
power. 

Mr. Lindenberger says that Texas is the only other State whose highest court has 
declared the antiscalping law unconstitutional. Smdi decisions have been rendered 
in the lower courts of Illinois. A decision to the contrary effect was rendered by the 
supreme court of Illinois, but under circumstances which deprive the decision of the 
credence which ordinarily attaches to the decision of the supremt? court of a State. 
A subsequent decision of the circuit court of Cook County, cited in full by Mr. Lin- 
denberger. says: “Our supreme court, in what is alleged to be a fictitious case pre- 
sented to it, based upon an indictment chaining an infraction of the statute under 
consideration, was led to proclaim its constitutionality.” A motion was afterwards 
made in the supreme court, says the circuit court of Cook County, to expunge the 
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opinion from the record, on the alleged g^ronnd that the court was imposed upon and 
falsely induced to render a decision sustaining the constitutionality of the act. The 
court by a vote of 4 to 3 refused the motion, on the ground that the parties who made 
it were strangers to the record; but “ made the novel and significant announcement 
that the judgment of affirmance in the Burdick cases, and the opinions of the court 
in deciding them, are conclusive only as between the parties to those cases. This 
announcement was made knowingly, and there can be no mistaking its meaning in 
view of the record made in the case.” (341-349. ) 

3. Attitude, of newspapers toward antisccdpmg bill. — Mr. Lindenberger says that the 
promoters of antiscalping legislation have claimed some 381 newspapers as opposed 
to ticket scalping. Mr. Lindenberger declares that if only 381 out of the vast 
number of newspapers of the United States advocate the antiscalping law, it does 
not speak well for the proposition; but, he adds, the articles in these papers, as 
shown by the clipping bureaus, were nearly all from the same pen. It nas often 
happenea that the same article would appear simultaneously as an editorial expression 
in 40 or 50 pariers. M r, Lindenberger gives a series of quotations from various papers 
On the ticket brokers' side of the controversy. The Denver Republican is quoted as 
saying of the railroads: “They have done all they could to defeat and nullify and 
overthrow the interstate-commerce law and are still evading and defeating its pro- 
visions in every way possible. They are unwilling to allow any protection to be 
granted to the public and still demand that they themselves be protected from the 
ticket brokers by an amendment to the law which they themselves condemn.” 
Another paper says: “Have railroad companies become so helpless that they need 
to call in the strong arm of the Congress of the TTnited Btates in order to save them- 
selves from the burden of ciirrying a poor man for the same price they have con- 
tracted to carry a rich man. 8uch legislation, though generally couched in language 
intended to deceive the public as to its true intent, is but an effort to aid rich and 

E 3werful corporations to reap a reward at the exjxjnse of the common people.” Mr. 

indenl)erger adds along list of papers from which, he says, similar expressions may 
betaken. (320-328.) 

4. Attituae of labor organizations toward antiscalping bill. — Mr. Lindenberger 
declares that almost every labor organization in the United States, except the rail- 
road organizations, have protested against the antiscalping bill. He quotes resolu- 
tions na^ed by the American Federation of l^bor, by the Knights of Labor, and by 
the National Building Trades Council. The American Federation of J>abor has 

E rotestinl against anti.sciilping legi.'^lation at each of its last four conventions. Mr. 

indenberger (piotes the president of one of the great railway organizations, which 
had pa.ssea a resolution asking Congress to pa.«8 the antiscalping' bill, as saying to 
him: “ When J buy a railroad ticket, that ticket is mine, and I have got a fight to 
do what I please with it.” Mr. Lindenberger is confident that this is the actual 
sentiment of every individual member, even of the railroad brotherhoods, who has 
given the subject any thought, whatever the resolutions of the organizations may 
declare. (328-330.) 

5. (Jovemnient license of ticket hrokeraae. — Mr. Lindenberger, of the American 
Association of Ticket Brokers, declares that reputable ticket brokers, and esiwcially 
meml)cr8 of his association, would be glad to have ticket sellers licensed by the 
(Tovernment. They do not want a license issued by the railroads and subject to 
their rules. They would lie glad to have their business sui)ervised by the Govern- 
ment and to have the su|>ervision extended over all sellers of tickets, railroads as 
well as brokers. If a man violated the law his license could be withdrawn, and his 
career as a ticket man would end. (338. ) 

G. IfUseelluneoui evidence as to pasienger traflle.— 1. Passenger 
rates.— Mr. Schifk, of Kuhn, Loeb & Co., bankers, declares that passenger rates have 
been changed very materially in recent years, and have gone down per mile just about 
one-half. The State of New York in the charter granted to the New York Central 
road fixed a maximum rate of 2 cents per mile. Naturally the tendency of the rail- 
road is to maintain the rate at 2 cents as long as it can, but it transports passengers 
to-day at considerably less than 2 cents a mile. (774, 775.) 

2. Through tickets, checkino of baggage. — Mr. Lindenberger points out that while a 
limited through ticket may be good for a stop at certain junction points, baggage will 
only be checked to the destination of the ticket. For instance, a ticket from New 
York to Chicago may permit the holder to stop off in Detroit; but he can not get his 
bag^ige there unless by paying an excess bag^^t^^ rate, the same as if his ba^;gage 
haioT been carried to Chicago and brought back. Again, from Eastern points ti^ets 
are sold to Los Angeles by way of San Francisco, or to San Francisco by way of Los 
Angeles, at the same [ince as to either point direct. A jiassen^r with baggage 
checked to 8an Francisco may wish to discontinue his journey ana get his baggage 
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at Los Angeles. ‘ ‘ The company confiscates the ticket, although they may not have 
carried the baggage or the passen^r one mile, and are paid their proportion of the 
through rate by the company issuing the ticket.” (337.) ^ i 

3. Semyd^hmikkeis^.-Mr. Lindenberger declares that second-class ana first-class 

passengers have exactly the same accommodations and rights. The only difference 
IS that a second-class ticket will not be accepted on a sleeping car. A railroad com- 
pany can not force a second-class passenger to ride in a smoker. A smoker is not 
second class, (p. 357.) . . • • ^ 

4. Immigrant tickets.— Mr. Lindenberg^ says that newly arrived immigrants are 

able to get cheaper rates than American citizens can get for exactly the same service. 
The business at the Atlantic ports is so controlled oy a pool that no person other 
than one who has arrived from some foreign port can buy an immigrant ticket. His 
name must appear on the manifest of some steamship company. In many instancy 
an immigrant rides side by side with an American citizen who pays $2 or $3, or in 
some cjises as much as $5 more, simply because the railways, in a pool organization, 
control all the immigrant business. (356.) , . .. t, j i 

5. mirnnn Palace Gar Company.— Mr. Wimon, of the Cincinnati Board of T^er 

holds that the Pullman Palace Car Company has offered the most valuable facilities 
that have been furnished to the railroads and probably the most equitable. Its 
management has enabled the railroad companies to afford to the public better service 
than could have been maintained by any other system. The merging of all the 
other palace car lines into the Pullman Palace Car Company has been simply the 
survival of the fittest. The most powerful railroads have failed to furnish an eqmva- 
lent service. (696.) . 

6. Discrimination against New York — Passenger tra^c. — Mr. Langley, repr^enting 
the Merchants’ Association of New York, testifies that that association has been in 
existence for 4 ycftrs. It hiifl 1,300 nieinbers, sncl is composed of mercuftiits, 
manufacturers, bankers, and men in other business interests. The direct members 
pay an annual fee of $25, and the associate members, who are distributed through- 
out the United States, ])ay nothing. The aim of the association is to foster the trade 
and welfare of New York. The main reason why the association was established 
was because of the advantages ijiven to certain Western cities by the railways over 
New A'ork. As an instance, inay be taken the running of excursion trains. A cer- 
tain territory lyfng near St. Louis is considered as tributary to that city as a market. 
The railwavH introduced excursion rates with the object of encouraging merchants 
to go to that market. The same plan was followed in respect of other Western cities. 
The result was that those Western cities became possessed of a trade which had 
formerly been done by the merchants of New York. New York, if discriminated 
against, will be able to hold her own in any of the markets of the United States, even 
as against the Western cities, in territory which would naturally be considered terri- 
tory tributary to them. The first steps taken by the association were to have the 
railroads grant to New York the same privileges as they had granted to tlie Western 
cities in the matter of rates. The New York merchants do not ^k for discnmiimt- 
ing rates. All they want is to be put on a relative basis of equality. Philadelphia 
and Boston are likewise competitors of New York, but the practice of haying excur- 
sion rates to those cities Avas not adopted as it was with the Western cities. The 
merchants of Boston, Baltimore, and Philadelphia have taken action somewhat 
similar to that of the Merchants’ Association of New York. (859-860. ) 
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water are; The Pennsylvania, running to Perth Amb^; theLehwh Valley, to bouth 
Amboy; the Reading, to Port Ending; the Jersey Central, to Port ^hnaton and 
Elizabethport; the Delaware and Lackawanna, to Hoboken; and the Dekware and 
Hudson and the Erie, running to Weehawken. New roads engaged m the busing 
are the Ontario and Western and the Delaware, Susquehanna and ^huylkill. The 
product of the Lehigh anthracite district naturally goes to Perth Amboy ^d Port 
Johnston; that of the Schuylkill region to Port Rea^g, and that of the northern or 
Wyoming district to Weehawken, Hoboken, and dunng the summer to Newburg. 
The Reading handles the larger portion of the harder coals, and the LackawAnna, 
Delaware and Hudson, and Erie handle most of the ^-bwnmff coals. (508A 
Mr, Walter says that about half of the total freight traffic of the Lehigh Valley 
Railroad is in coal. The hauling of general merchandise is steadily mcreasmg, 
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eg^e^lly because of ^e growth of cities and towns along the line of the railroad. 

^ 2. ]jeto<ion of Reading Company to svthordmak c(wn®(xm<».~Mr. Harris, until recently 
president of the Readmg Company, says that the Keading Company owns the stock 
of the Philadelphia and Reading Coal and Iron Company, which owns a large body 
of anthracite lands and operates mines; also the stock of the Philadelphia and Read- 
ing l^ilway Company, which owns, leases, and controls railroads. The latter com- 
pany is the successor of the Philadelphia and Reading Railroad Company, but none 
of the securities of the Philadelphia and Reading Railroad Company are now out- 
standing, The Reading Company in its present form has been in existence since 
1896. Its chief obligation is a general mortgage secured by the properties of the 
other companies, which takes up the old mortgages issued by these companies. The 
Phil^elphia and Reading Coal and Iron Company and the Philadelphia and Reading 
Railw^ay Company have large issues of securities, but these are held by the new 
company. (597.) 

Mr. Greene, of the Audit Company of New York, says that the Reading Company 
is a Pennsylvania corporation with special powers, enabling it to hold the stock of 
other corporations. The laws of Pennsylvania prohibit railroad companies from 
owning mines. The Philadelphia and Reading liailroad Company and the Phila- 
delphia and Reading Coal Company were therefore separately organized, while the 
Reading Company, under a charter giving it special powers, owns the stock of both. 
Under this authority, also, the Reading Company has bought the stock of the Cen- 
tral Railroad of New Jersey. (471.) 

3. Relation of railroads to coal companies.-Mr. McLeod, former president of the Read- 
ing Railroad says that each of the anthracite coal railroads owns all or a large part of 

' the stock of coal mining companies which are thus practically departments of the 
railroads. These coal companies mine coal and also buy coal from independent 
operators. They pay freight to the railroad companies in the same way as other 
smppers, the accounts being kept separately from those of the railroad. (561. ) 

Mr. Harris, until recently president of the Reading Company, says that the Read- 
ing Coal and Iron Company does not sell its coal to the railroad company, as many 
of the individual operators do, but that it sells the coal itself and pays the railroad 
company for transportation at precisely the same rates as are charged to individual 
operators who ship on their own aecount. (600. ) 

Mr. Stearns, president of Coxe Bros. & Co., says that he does not know whether 
railroad companies in Pennsylvania have the right to operate coal mines directly. 
As a matter of fact, most of them own the stocks of mining companies, which are 
thus practically entirely controlled by the railroads. The Pennsylvania Railroad 
Company acquired most of its coal properties from the Northern Central Railroad 
and other railroads which it absorbed. The witness believes that in each case where 
railro^s control coal companies the coal company is operated separately from the 
railroad company. This was certainly the case of the Pennsylvania Railroad. The 
Pennsylvania owns all of the stock of the Susquehanna Coal Company and controls 
the Lyk^ns Valley Company and the Mineral Railroad and Mining Company. (579.) 

Profit on transportation and on mining. — Mr. Greene, of the Audit Company of New 
York, says that in the case of the railroad companies which maintain separate coal 
companies proper principles of accounting demand that the business should be kept 
entirely separate. As a matter of fact, it is not possible in the anthracite r^ions to 
calculate the profita of the railroads and the coal companies accurate W. The rail- 
road companies, in order to get tonnage, sometimes operate mines at a disadvantage. 
Moreover, it is exceedingly difticult to keep the accounts of a mine and to know the 
actual operating expense. This is especially true because there is a certain amount 
of work, known as dead work, in every mine, which has no direct relatii^y^ 
amoimt of coal produced. It is a matter of opinion whether the cost otA. 
work should be charged to improvements of the mine or to operating 
divided between those accounts. (474.) , ^ , , , . 

4. Control of coal lands by railways. (See also Independent operators, p, cJxvii 
Mr. Saward asserts that the anthracite coal lands are now to a very laige extent ojfpea 
by the railroads or their subsidiary companies. They virtually control the 

Tne reason for going into the coal business was the necessity of a permaneijiMln 
portttion business. At first ma^ individuals produced anthracite coal m ^ 
and with small capital. Triese mines soon gave out and the railrpftK^^ 
iS^r of bankruptcy. Therefore in order to secure permanent trafl&c 
proierties, directs or indirectly, and made developments on a larger scs^- 

Mr. McLeod says that in 1900 out of 47,000,000 tons shipped the individual 
operators mined 14000 , 0()0 tons, or about one-third, and the railroad mines shipped 
the rest On the Lehigh Valley there is a much huger proportion of mdmdual 





opmtore. Th€ company mined in 1900 2,922,000 tons out of 7,676,000 tons carried. 

Beading mined 7,066,000 tons out of 9,674,000 tons. The Central of 

New Jersey miped 4,133,000 tons, while individual oi)erators along that line mined 
1,670,000 tons, ^he New York, Ontario and Western mined 1,086,000 tons and the 
individual operators 906,000 tons. (563). 

Mr. Childs, of the Ontario and Western Railroad, thinks there would be some 
opwrtunities in the lower anthracite region, in the neighborhood of Pottsville, for 
independent operators to buy up coal lands and start into Dusiness. Quite an amount 
of land has recently been sold in this district. In the Wyoming district the railroads 
control a pretty large proportion of the field, though there are occasional sales. 
(503.) 

Mr. Rice thinks that anthracite coal lands are very difficult lo buy, that they are 
largely held by the railroad companies, and that sales are chiefly made to those 
conijmnies. It is relatively exjiensive to mine on a small scale and few people care 
to start into the business. (743. ) 

Control of future coal supply by combination. — Mr. Stearns, president of Coxe 
Bros. & Co., says that the Reading Railroad is generally considered to have the 
largest supply of coal. The Uffiigh Yalley and the Delaware and Lackawanna 
railroads have also large reserve supplies. The coal land which is owned by the 
Jersey Central is all quite thoroughly developed. A combination of the Reading 
Erie, Ivchigh Valley, and other roads having the largest reserves will give these 
companies a very strong strategical position in the future as the supply becomes more 
limited. (587.) 


5. Community of nitcrest amony onthraritc coal roads.—Mr. Woodlock, railroad 
editor of the Wall Street .Journal, says that while there arc no definite figures regarding 
the common ownership of the anthracite coal roads, it is a thoroughly well-under- 
stood fact that Mr, J. V. Morgan represents a group of interests that are dominant in 
the Reading, lichigli Valley, .lerseyCentral, Delaware, Lackawanna and Western, and 
l^hie railroads, and that it is belie\ed that these interests are taking steps to control 
the Delaware and Hudson. The five roads first named, including the Susquehanna 
and Western, which is owned by the Erie, carried in 1900 alK)ut 72^ jier cent of the 
anthracite shipments. It is Indieved that the Pennsylvania Railroad and the Dela- 
ware and Hudson are in general sympathy with the. combination, and if these lie 
include<l 92^ per cent of the tonnage is accounted for. ( )f the remainder, Coxe Broth- 
ers, owning the Dehuvare, iSuwpiehanna and Schuylkill Railroad, get alwut 3^ j>er 
cent. Th(' Ontario and Western Railroad is a free lance, but practically makes the 
same rates and prices as other roads. 

Mr. Woodlock believes that there is alrea<ly a sufficient community of ownership 
to assure absolute control of tlie anthracite coal situation. He does not think that it 
is the intention of the capitalists to bring all the anthracite coal roads under one 
single ownership and management, nor to buy u[> all of the anthracite coal pr^uc- 
tion, Huch monopoly would Ixj injudicious, esjxrially by provoking legislation. It 
IS the intention rather to agree upon prices. This is nothing new, since agreements 
have practically been made since 1885. Under the jiresent arrangement, however, 
the agreements will be more effective. 

^ Mr. Woodlock says, further, that the representatives of Mr. Morgan are to be found 
m the directorates of the Reading, the Lehigh Valley, and the Erie railroails. Mr. 
Morgan himself has very large capital, and be.'jides he represents various prominent 
nnancial interests which supjiort him in such operations as these among the anthra- 
(Mte tmal roads. Mr. Morgan is also interested in the New York, New Haven and 
” u Ti ’ that has other affiliations. (451-455. ) 

independent i-oal operator, says that he lielieves the common reports 
regyffipg theestablishnient of a c<»mmunity of interest among the anthracite coal 
roa^to'w well founded. He understands that leading stockholders in the difier- 
have exchanged stock in such a way as to harmonize the interests. 

^Iroads thus brought into harmony control 60 or 70 per cent of the 
aqtfiwcite coal tonnage. The statement as to the recent establishment of this coin- 
SSrl of interest is not denied by the parties and the bankers who have made the 
(526.) 

^ understands that 

|*j*pwowco®trmlmg practically 80 per cent of the anthracite traffic are now working 
communitv of interest. All the railroads are working togeilfer. 

Ontario and Western, and the Delaware and HudSi^. 
ine witneir Knows these matters chiefly through the newspapers. The Delaware, 
Susquehanna and Schuylkill Railroad, which belongs to Coxe Bros. & Co., is in no 
^se a Morgan road.” There is a newsimiHT report that the Ontario and West- 
ern naa recently been broughl into the community of interest, but the witness does 
not know as to its correctness. (588, 689.) 
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Mr. Wawhir aaye that he has no di^jSnite information as to the tendency toward 
community of intereirt, at least as regards other railroads than the Lehigh \ alley. 
There are gentlemen who are directors of other railrbads and also of the Lehigh 
Valley. The purpose is not to establish an agreement or consolidanon, but the pre- 
sumption is that if a man is interested in several properties he will consider the 
interests of each in the light of tho interests of the others. 

This witness thinks that there is no tendency toward absolute consolidation and 
control of the anthracite business. The business is so coinnlicated and each com- 
pany has such different problems that it would be difficult for one body of men to 
manage all the properties. Moreover, the fact that only a part of the traffic of the 
resijective railroads is in anthracite coal, and that they have differing interests as 
regards their otlier traffic, makes combination more difficult. About half of the 
total traffic of the Ijchigh Valley is in general merchandise, the remainder being in 
coal. (545,54(1.) 

Mr. Hakuis, until re<!eiitlv president of the Keading Railroad, says that the Reading 
Company, the Central Railroad of New .Jersey, the Erie Railro^, and the Lehigh 
Valley are working in substantial harmony. These roads represent about 57 or '59 
p{'r cent of the entire transportation of anthracite coal. There is a slight degree of 
harmony between these and the other leading railroads. 8till the relations of the 
Rennsylvania Railroad to those which are combined is essentially that of an ordinary 
business competitor. The New York, Ontario and Western is one of the more 
recently constructed roads, and has never worked particularly in harmony. ,The 
Delaware and Hudson is also quite independent, ami the witness knows of no move- 
ment toward bringing it into community of interest. The Pennsylvania ships about 
12 per cent of the anthracite coal, the Delaware and Hudson about the same, the 
New York, Ontario and Western about 4 per cent, and Ooxe Bros. & Co., who are 
entirely independent, ship about 4 per cent. The witness does not speak of the 
Delaware, Lackawanna and Western, He says there is undoubtedly a desire on 
the part of the railroads already working in harmony to bring the others into the 
community of interest. (598, 599, 608.) 

Mr. McLeod says that he knows of no tendency toward actual consolidation of the 
different railroads. The tendency toward a community of interests is evident and 
understood by everyone. The witness feels confident that such community of inter- 
est is desirable both in the case of the luithracite roa<ls and of other railroads. He 
declares he hsis no financial interest involved, but that he believes the economies of 
combination will result in benefit to the public. Ho does not believe it is the inten- 
tion of those concerned in the movement to rob the public, nor could they do so if 
theyivould. (571.) 

Mr. S AWARD, editor of the (loal Trade .Toiimal, denies that there is any thorough- 
going combination among the anthracite coal roads. It is true that the yanderbilta. 
Rockefellers, and other great canitalists are interested as shareholders in several of 
the different coal-producing ana coal-carrying companies. It is also a fact that the 
Lehigh Valley, the Erie, the Reading, and the Central Railroad of New Jersey are 
more clasely united than the other roads. The Reading has recently bought a suffi- 
cient number of shares of the stock of the Central Railroad of New Jersey to control 
it. (513.) 

Mr. CniLDs, of the New York, Ontario and Western Railway, asserts that the com- 
munity of interest between anthracite roads does not seem to have affected the com- 
petition in the business, which is still very lively. The Ontario and We.stern has 
not entered into any form of combination or community of ownership, nor has it 
been approached with a view to bringing it in. The witness dues not know whether 
Mr. Morgan, Mr. Rockefeller, or others, who are interested in the other anthracite 
roads, own stock in his own road. Mr. Depew is a member of the board of directors, 
but the witness does not think that ho has a large block of stock. The Ontario and 
Western has many business connections with the New York Central, and it is natural 
that there should Ije some representative of the New York Central on its directorate. 
(502,504.) 

Mr. Rice does not think that it would be wise to attempt a consolidation of the 
railroads carrying the anthracite traffic. He doubts whether the consumer wmuld 
be seriously affected, being protected by the competition of bituminous coal, but 
1 the operation of such varying interests under one head would be impracticable, and 
the witness sees no advantage in it. (738. ) 

■iS^ect of combination on small producm.~MT. Stearns, president of Coxe Bros. & Co., 
does not think that the estabhshment of a community of interest between the rail- 
roads will enable them to drive out the independent operators. If the attempt were 
made to do so by reducing the price of coal, the large interests, which handle the 
greater volume of coal, would suffer more than the smaller interests. At the same 
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time the elimination of the independent operators would strenj^heii the community 
of interest and would save |i considerable amount of trouble to the railroads in 
maintaining a fl|m price. ( 585, 589. ) 

T}ie Neiv YorfiMral Railroad in the anthracite field— Mr. McLeod says he does 
not believe that the lifew York Central Railroad as a corporation has any interest in 
the anthracite region or any intention of building a railroad there. He understands 
that some of the stockholders are interested in some of the anthracite coal roads. 
(-571.) 

Legal dificuUies hindering monopoly ofi anthracite coal — While Mr. Greene believes 
that absolute consolidation of the various anthracite mines and railroads would be 
desirable, he points out that legislation in the various States, and especially in Penn- 
sylvania, makes such consolidation difficult. The constitution of Pennsylvania 
es{)t*cially contains provisions directe<l against monopoly. To be sure, by a circuitous 
method the Reading Company, which is chartered in Pennsylvania, hp been able 
to control railroads and mines at the same time, although direct operation of mines 
by radroatl companies is prohibite<i in Pennsylvania. (469, 471.) 

Attempted combination of 1S93.— Mr. Childs, of the Ontario ana Western Railroa<l, 
says that Mr. McLeod, of the Reading Railroad, tried to lease the Jersey Central and 
Lehigh Valley in 1893, in order to effect a combination of the anthracite roads. 
Then he branched out and tried to control the New York and New England and the 
Boston and Maine roads, but this was too much of an undertaking, so that whole 
scheme failed. (503.) 

6. Recent purchascR of anthracite coal lands by railroade. — Mr. Woodlock, railroad 
editor of the Wall Street Journal, declares that it is pretty clear that the owners of 
the leading railway companies reaching the anthracite coal region are trying to buy 
up a large part of the few remaining coal lands in the hands of independent oi)era- 
tors. The Ontario and Western bought (piite a block of land from the Lackawanna 
Iron and Steel Company and about 600,000 tons of yearly production besides. The 
Erie Railroad has bought the Pennsylvania Coal Company, which ])roduceB about 
6 ])er cent of the total anthracite tonnage. Mr. Woodlock (toes not think that these 
purchases were due to a desire to eliminate the independent operators, or to acquire 
absolute monopoly, but rather to prevent the independent operators from establish- 
ing a comi)eting railroad, which would take away from the present railroads a large 
})art of the tonnage of individual o|)erators which they now carry. The Pennsyl- 
vania Coal Company had just taken up the proposition to establish a new coal road, 
the Delaware Valley and Kingston. 

The purchase by the Erie Railroad was conducted through Mr. J. Pierpont Mor- 
gan, who first bought out the Pennsylvania Coal Company himself, and later sold it to 
the Erie, The syndicate, headed by Mr. Morgan, is believed to have taken its com- 
mission in the form of Erie first preferred stock, $5,000,000 of which was issued in 
connection with the deal. Mr. Woodlock thinks that the price paid for the Penn- 
sylvania Coal Company was exceedingly high. (451-453. ) 

Mr. Haddock, independent coal operator, explains the occasion for the recant pur- 
chases of coal lands by the railroad companies. He says that about 1898 the inde- 
pendent operators, feeling that it was impossible to get reasonable rates for trans- 

e )rtation, projected a new railroad from the Jjackawanna region to tide water, 
Sieving that the saving in transportation would justify the expense. This road was 
to be known as the New York, Wyoming and Western. Various mine operators 
had pledged tonnage to it. The Temple Iron Company, which the witness under- 
stands to be controlled by the various railroad companies, bought up most of the 
mines which had pledged this tonnage, and the enterprise was abandoned. 

Some of the remaining independent operators afterwards planned the construction 
of a railroad to tide water (the Delaware and Kington), following the bed of the 
Delaware and Hudson Canal. The Pennsylvania Coal Company, in particular, was 
cooperating in this enterprise. Very recently the Erie Railroad has bought up the 
Pennsylvania Coal Company at a high price, and the construction of the railroad has 
had to be abandoned. 

It was more profitable to the operators to sell out in each of these cases at the big 
prices offered, freeing themselves from the risks of mining andof business. (521, 522.) 

Mr. Stearns, president of Coxe Bros. & Co., says that about three years ^ the 
independent operators made an attempt to build a railroad through Scranton to 
tide water, with a view to securing a lower rate of freight. Later an attempt was 
made to build a line along the old Delaw^are and Hudson Canal to Kingston. Both 
of these roads were blocked by the buying up of mines upon which they would have 
to rely for tonnage. The Erie bought out the Pennsylvania Coal Company, and it 
is the general assumption that this was designed to prevent the building of the line 
to Kingston, which would especially have served that company. The New York, 
Ontario and Western also bought out several collieries which would have been 
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shippers over the proposed road. The prices paid by the railroads for these mines 
were high, but it is probable that they are making a profit by operating them and 
transporting the coal produced. The price paid for the Pennsylvania Coal Company 
was aW $32,000,000. (688, 589. ) 

Mr. Harris, former president of the Reading Company, Says that there was appre- 
hension on the part of the railroads over the proposed extension to tide water of the 
Erie and Wyoming Valley Railroad, which could, perhaps, have secured 7 per cent 
of the tonnage. (k)3, ) 

Ikirchase of coal interests hy Erie si^stem—Mr. Thomas, president of the Erie Rail- 
road, says that substantially all the capital stock of the New York, Susquehanna and 
Western Railroad is owned by the Erie, which has exchanged its own stocks for it. 
The Erie has also recently bought the Pennsylvania Coal Company, which owned 
the Erie and Wvoming Valley liailroad, extending from Hawley to Scranton, and 
from Hawley to iLackawaxen. The price paid was $32,000,000 in 4 i^er cent bonds, 
and $6,000,000 in preferred stock. The Pennsylvania ('oal Company had a capital- 
ization of only $5,000,000, but it was established more than 38 years ago. 

The motive of the Erie in acquiring the Pennsylvania Coal Company was to guar- 
antee the stai)ility of its transportation. For 38 years it has had close relations with 
the Pennsylvania Coal Company, but the Erie itself did not reach into the heart of 
the anthracite region. 

Another motive of the Erie in making this purchase was l)ecause it has felt in the 
past that it did not always get a fair share of the freight rate on the coal which it 
iiauled. Reaching only the edge of the coal field it had to pay large sums to the 
Erie & Wyoming Valley and other roads which first hauled the coal. Finally, the 
Erie desired to secure a jiermanent coal supply for its own use. The road consumes 
3.50,000 tons of anthracite yearly. (552, 55^ ) 

Mr. McLrod thinks that the purchase of the Pennsylvania Coal Company by 
the Erie Railroad was a wise step for the railroad. It secures to it a tonnage which 
might otherwise have gone elsewhere. The Pennsylvania Coal Company had a very 
large amount of unmined coal which the Erie will now transport. The price paid 
was high, but probably the property was worth it, because anthracite coal gets more 
valuable as the supply is reduced. 

The debt iucmred by the Erie in this purchase will Ix) paid off by a sinking fund, 
to which 10 cents for each ton of coal mined is added. Tne witness considers this a 
very wise arrangement. Owners of coal lands are beginning to see that they must do 
something to liquidate the debts which they have incurred as the coal is exhausted. 
The profits of the Erie on its coal may be apparently for the time being less than 
those of less conservative companies that set aside no sinking fund. (572, 573. ) 

Purchase of lands hy Ontario and IFc.s/mt.— Mr. Childs, general manager of the 
New York, Ontario and Western Railroad, says that wlien it began business in 
the anthracite region in 1890 it had no direct control of mines. It desired to get 
control of large mininjj interests in order to insure profitable transportation. A 
branch from the main line had been built to Scranton, 54 miles, at a heavy expense, 
$2,500,000 to $3,000,000, and millions more had been invested in branch lines and 
equipment. Contracts with individual operators, running only a few years, could 
not be relied upon to assure business to the railroad and earning of interest on its 
bonds. In some earlier instances loans were made by the railroad for the improve- 
ment and development of coal properties, on condition that the coal lie shipped over 
the railroad until exhaasted. Within the last 2 years the railroad has absorbed, 
indirectly, about 80 per cent of the producing capacity reached by it. It bought a 
majority of the stock of the Elkhill Coal and Iron Company and of the Scranton Coal 
Company, and advanced money to these companies to buy up smaller mines owned by 
individual operators, and to promote the development and improvement of the mines. 
The railroad company, under its charter, could not probably legally mine coal 
directly. It has made contracts with the two companies named to secure the trans- 
portation of all the coal which they shall hereafter produce. In this purchase of 
the control of coal lands the Ontario and Western is merely following in the steps 
of the other anthracite roads, the object being to insure a permanent transportation 
business. (479,480.) 

Purchase of coal lands by Reading Company.— Mr. Harris, late president of the 
Beading Company, says that that company has not made any effort recently to buv 
up independent coal operators. Practicalljr all of the Readings lands were boughT 
by Mr. Gowan many years ago. The witness does not thins there have been any 
laige purchases of coal lands the Reading during the past 8 years, nor does he 
lecsdl any purchase made by Mr. McLeod. (604. ) 

7. Puftmse of CerUral Rauroad of Neio Jersey,— mr. Harris, until recently president 
of ^6 Beading Company, states that the Reading Company has recently bought a 
majority of the stock of the Central Railroad of New Jersey, paying for it at the rate 
of $160 per share. This price is somewhat higher than the recent range of prices (d 
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stocks of the Jersey Central} but a good many years ago it sold as high as $160. The 
number of shares bought was 145,000, costing $23,200,000, and bonds of the Beadinjg 
Company were issued to cover this amount. In a certain i^nse the aggregate capi- 
talization of the two companies is increased by this transaction, but the Central was 
earning a dividend of from 5 to 7 per cent on its stocks, and at that rate its earnings 
will pay the interest charges on the debt incurred by the Reading without making it 
a burden on the general earnings of the Reading. The purchase practically simply 
chitnges the personnel of the ownership of the stocks of the Central. 

Mr. Harris disclaims any knowledge as to the motive of the bankers in bringing 
about this control of the Jersey Central by the Reading. He says that J. P. Morgan 
& (Jo. represent the owners of the controlling interest in the Reading. The commis- 
sion charged for the transaction in the purcliase of the Central Railroad of New 
Jersey was not, Mr. Harris believes, more than the ordinary and reasonable com- 
mission. Tlie witness believes that the bankers turned over the shares of the Cen- 
tral Railroad of New Jersey at the same price which they i)aid for them. Of course 
tlie commission had to be provided for in the issue of securities. 

In explanation of the advantages of this combination Mr. Harris points out that 
the two railroads naturally constitute one system. All business of the Reading com- 
ing from the South or Southwest to New York has to lie carried over the Jersey 
Central about 30 miles. A good deal of bituminous coal is hauled by the Reading 
from West Virginia to Allentown, and from there goes 90 miles over the Jersey Cen- 
tral to New York. Busine.ss going from Philadelphia over the Reading to Bethle- 
hem, Pa., is carried from there over the Central to Scranton. 

The witness does not know of any plan for the absorption of the Lehigh Valley 
road by the Reading. He does not know, however, what bankers and large stock- 
liolders may be doing in the purchase of stocks. The combination of the Central 
and the Reading is not likely to have any influence upon the Baltimore and Ohio or 
the Pennsylvania railroads. The Baltimore and Ohio furnishes a great deal of busi- 
ness to the Reading^ but is not es|)ecially its competitor, nor, on me other hand, is 
there any combination or community of interest betw'een them. (599, 607-609, 610. ) 

Mr. McLeod says that in 1892 the Reading Railroad leased the Central Railroa<l of 
New Jersey. The State of New Jersey brought suit to cancel the lease, but the wit- 
ness thinks no decision was rendered, the suit being discontinued after the Reading 
went into the hands of a receiver. He thinks that the provision of the law^s of New 
Jersey which restricted the lease of the Lehigh Valley and the Central Railroad of 
New Jersey to a Pennsylvania corporation would not prevent an actual purchase. 
He understands that the Reading has recently acquired a controlling interest in the 
Central Railroad of New Jersey, but he thinks the laws of New Jersey prevent an 
absolute combination and consolidation of the two roads. (572. ) 

Mr. Rice says that the recent purchase of a controlling interest in the Jersey Cen- 
tral by the Reading Company is the third time that the Reading has acquired con- 
trol 01 that company. In the first instance, the Reading borrowed money on the 
Jersey Central stock which it held, and was net able to retain the stock when the 
loans were called. In the second case the lease of the Jersey (Jentral was dissolved 
by the New Jersey courts. It was expected in 1893, when the Reading secured con- 
trol of the Jersey Central and Lehigh Valley, that the other coal roads would act in 
harmony. The main reason why the combination failed was that it did not under- 
stand the necessity of reducing prices and making its profits through economies. 
Instead it attempted to increase priceSj and could not sell coal. (737,' 738. ) 

With reference to the high price paid for the stock of the Central of New Jersey, 
Mr. Greene says that while the price was above the average for a long term of y^rs, 
holders of large amounts of stock are frequently unwilling to sell at market prices. 
Moreover, the combination between the Central of New Jersey and the Reading may 
greatly increase the value of both properties. The Central owns most valuable ter- 
minal facilities, partly now unused, on the Hudson River. If these are sold out to 
another company which can make use of them, a proper payment for them should 
be made. It is fair to assume that a profit will be maue out of the investment, oven 
though stocks be bought at hieh pnees. There is no such thing as an actual value 
of one of the anthracite roads, if one means the cost of reproduction. It is, however, 
questionable, in the opinion of Mr, Greene, whether a new road could be built into 
^e anthracite coal fields for less than the capitalization of existing roads. (475. ) 

B* Relation of railroads to independent operators.—!. AnthracUe 
Cod Operaiprt^ Association.— Mr. Fleming, secretary of the Anthracite Coal Opera- 
tors’ Association, says that this association consists of various smaller so-called inde- 
pendent operators who sometimes own mines in their own right and sometimes lease 
them. 
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The membere of the aaaociation produced up to 1901 about 34 per cent of the entire 
outout. Quite a number of them have sold out recently to the railroad companies, 
ana the present percentage will probably be about 29 or 29^. 

The object of the orgamzation was to strengthen the small operators in their rela- 
tions with the large corporations. It has been the constant effort of the association 
to obtain more reasonable rates of transportation. (536). 

2. Number of independent operators and their prmortion of tonnagfe.-— Mr. Haddock, 
independent coal o;^rator, says that it is very aifficult to determine just what an 
independent operator is. Strictly speaking, an independent operator is one who 
mines his own coal, and sends it to the market and sells it himself, or through a com- 
mission agent. The great majority of the smaller operators and mining companies, 
ordinarily called independent, sell their coal to the various railroads or railroail 
coal companies under contracts, which leave them by no means independent. 
It has been claimed that the independent operators of both these classes represent 
about 30 per cent of the total tonnage, but they are growing fewer each year, and 
the figures are uncertain. The feeling of the owners and managers of the great 
railroads is that the freight rate is open to attack so long as there are really independ- 
ent operators. The new contracts on the 65 percent basis which are being made 
bind the operators to the railroad for the entire life of their proi)erty. In Mr, 
Haddock’s opinion, so many will sign these contracts that no more than 5 or at 
the outside 10 per cent of the production will remain to the independent operators 
who conduct their own shipments, as Mr. Haddock does himself. (521, 522, 531, 
632.) 

Mr. Fleming, of the Anthracite Coal Operators’ Association, says that the inde- 
pendent operator is defined ordinarily as the man who owns mines, irrespective of 
the way in which he sells his coal. If reference be made to indejiendent Bhii)j)erH 
and sellers there will probably hereafter be comparatively few; most operators will 
find it more advantageous to contract with the railroad companies to sell the coal to 
them. Mr. Fleming is not authorized to make any complaint on behalf of the inde- 
pendent operators. (642. ) 

Mr. Stearns, president of Coxe Bros. & Co., savs that the number of independent 
operators in the anthracite region is being gradually reduced by the acquisition of their 
properties by the railroad companies and other large operators. There has been a 
substantial decrease in the output of the independent operators in the last few years. 
The witness does not think that these operators have been forced to sell out, hut 
believes that they did so because they could get a very good priiie. He thinks that 
there is no discrimination against them by tne railroads in any way. He under- 
stands that there are some lands in the Schuylkill region which are now on the 
market, although it is true that the really desirable coal lands are about all now 
owned by those which are really operating mines. If lands could be obtained, an 
independent operator could start into business on as favorable terms as those already 
in the business. 

The Lehigh Valley Railroad has a larger proportion of independent operators than 
any other of the railroads. (679, 580, 688. ) 

Mr. Saward states that the independent coal operators probably at present pro- 
duce but a small fraction of the total output of anthracite coal— not more than 20 per 
cent. Of this proportion by far the greater part is sold directly to the railway com- 
panies at the mines under the percenta^ contract arrangement. Some individual 
operators still sell their own coal through commission houses. John C. Haddock is 
one of the laigest of these operators. (508, 509.) 

Mr. Greene, of the Audit Company of New Yorkj says that four or five years ago, 
when he was connected with the anthracite coal business, the independent producers 
controlled between 28 and 30 wr cent of the tonnage. In the case of one or two of 
the railroad companies the independent tonnage was a very large proportion of the 
total tonnage. (468. ) 

Mr. Haddock says that there are more independent coal operators in the northern 
anthracite field than in the Schuylkill field, where the Philadelphia and Reading 
absorbs most of the territory. In the Lehigh field there have been many changes in 

Mr. HiSffiis, unSi recently president of the Readi^ Company, says that out of 
eight or nine million tons shipped by the Reading Company, perhaps one million 
tons are produced by independent operators. In most cases there is no financial 
relation between these operators and the railroad. In a few peculiar instances 
they are brought together. . Thus in one case the individual operator mines partly 
on landB belonging to the Reading, and the Reading mines pamy on his lands on 
account of the geological conditions. (600. ) 
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3. of independent upcrafm— Mr. Thomab, president of tlie Erie Railroad, 
afi8t‘rt8 that the independent operators, including those who ship for themselves, 
along the Erie road are apparently entirely satisfied witli conditions. The most 
amicable relations have existed. It is, to be sure, the fashion if a man fails in busi- 
ness, in this as in other industries, to charge the failure to the railroad company 
rather than to lack of ability or application. Mr. Thomas says, further, that the 
profits of the independent operators are greater than those of the railroads propor- 
tionately. The witness has known individual operators who a few years ago were 
carrying dinner pails, and who now live at the Waldorf-Astoria and run automobiles. 
(549,556.) 

4. Com Brothers d: Cb.— Mr. Stearns, president of Coxe Bros. & Co., says that the 
mines of that company are located in the Lehigh anthracite region. The company 
employs about 3,500 men, and in 1900 shipped 1,032,577 tons or coal of its own pro- 
duction; its total production, a small part t)eing used for local purposes, amounting 
to 1,246,592 tons. The company purchased from Mr. C. Pardee 529,021 tons, which 
it shipped, making the total shipments 1,561,598 tons. Of this amount 1,071,357 
tons were sent to Perth Amboy and 149,209 tons to i)oints on the railroad lines east. 
The company shipped to Buffalo for lake shipment 199,870 tons. The Coxe com- 
pany produces and hauls about ^ jxir cent of the entire output. (576, 581. ) 

5. Plymouth Coal Company.— Mr. Haddock, of the Plymouth Coal Company, says 
that wlien running at full capacity his coin])any employs from 1,000 to 1,100 men. 
It usually works more days than the mines controlled by the railroatl companies, 
simply because Mr. Haddock, shipjung his own coal, has insisted on the right to 
secure cars, and to be free from dictation as to output. (533.) 

€. Percentage eontruels and freight rates.— 1 . Percentage contracts with 
independent operator, s.— Mr. 8awaru, etlitorof the Coal Trade Journal, says that the 
great bulk oi the coal hauled by the anthracite roads is pro<iuced by those roads 
themselves or their subsidiary companies. By far the largest proportion of coal 
j)roduced by independent operators is brought to tide water under a contract by 
which the railroad company receives 40 per cent of the tide-water jirico and the 
individual operator 60 ])er cent. Operators are therefore interested in keeping the 
price of coal high. (509.) 

Mr. Stearns, president of Coxe Bros. <fe (Jo., says that for several years the great 
majority of the independent oix^rators have sold their coal bj coal companies affili- 
ated with the railroads. The operators n'l'eivo 60 per cent of the tide-water prices 
and the railroad company receives 40 per cent, guaranteeing the sale and paying all 
selling expenses as well as transportati n. The railroad assumes the actual title to 
the coal at the breaker and the operator has no responsibility. The settlement is 
made with the independent operators monthly on the basis of the. prices received dur- 
ing the preceding month. (577-580.) 

Mr. CniLDH, general manager of the New York, Ontario and Western Railway, says 
that when that road reached the coal fields in 1890, it made contracts with individ- 
ual operators agreeing to carry their coal to tide water, and to receive for transporta- 
tion 40 per cent of the tide-water price in case of prepared sizes. The actual form of 
the contract wa.s a purchase of the coal at the mine by the railroad. At first, part of 
the tenninal charges at tide water were paid by the individual ojierators, but after 
several years the railroad assumed all these expenses, paying the operator 60 per 
cent of tne average tide-water price, free from all commissions, terminal charges, etc. 
Thus, if the tide-water price should be $3, the jirice to the o])erator at the mine 
would be $1.80 net. 

Mr. Childs states further that the practice of the other railroads, with regard to 
the pmchase of coal on the percentage plan, is practically the same as that of the 
Clntario and Western. On some of the roads part of the individual operators ship to 
tide water independently, paying the freight charges and selling the coal directly. 
On the Ontario and Western, however, all or practically all operators sell to the rail- 
road at the mine. On shipments Avest, as well as on those to tide water, the Ontario 
and Western usually buys the coal from the ojierators on a iiercentage system. 

At the time of Mr. CKilds’s testimonv, February, 1901, a revised contract with the 
oprators was under consideration by tKe Ontario and Western and other railroads. 
This provided for the payment to the operators of 65 per cent instead of 60 per cent 
of the tide-water price on prepared sizea of coal. (496-498. 1 

Mr. McLeod says that it was through his influence that the present system of per- 
centage contracts with individual operators was introduced as a general system. 
Prior to that time there were some contracts by whkih the railroads hauled coal to 
the seaboard and sold it, allowing the operators a percentage of the price. There 
were such contracts on the Lehi^ Valley by which the operators received 55 per 
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cent. Mr. McLeod canceled these contracts and made others on the 60 per cent 
The coal by this arrangement is sold by the producer to a coal company 
affiliated with the railroad. The coal company sells it and receives its 40 per cent of 
the price, while 60 per cent goes to the individual operator. Out of the 40 per 
cent the coal company must pay freight to the railroad company with which it is 
affiliated. 

Mr. McLeod thinks there is practically no difference in the new contracts on the 65 
per cent basis except as to the rate allowed. He understands, however, that the new 
contracts are to cover all the coal in the ground of the operator signing the contract. 
The contracts made by Mr. McLeod ran 7 or 8 years. They were considered very 
generally satisfactory. (562, 563. ) 

Mr. Flkmino says that many years ago the contracts between the railroad com- 
panies and the coal operators allowed the operators only 40 or 45 per cent of the 
tide-water price of coal, although some contracts made the percentage vary in a(‘cord- 
ance with tne amount paid to labor. After that for a time the rate was 55 per cent 
of the tide-water price. From 1892 to 1898 the contracts allowed the operators 60 
per cent of the tide-water j)rice, while the present contracts which are being made 
are based on 65 per cent. (536. ) 

Mr. WAiiTER says that the auxiliary companies of the Lehigh Valley Railroad buy 
part of the coal produced by inde})endent operatore on the j)ercentage basis. The 
rate paid to operators at the time of his testimony, February, 1901, was 60 per cent of 
the tide- water price. A contract on the basis of 65 per cent was then under discussion 
with the probahility that it would be adopted. (543. ) 

Mr. Haddock, independent coal operator, says that since the time of the attempted 
combination by Mr. MclA'od, in 1892, the railroads have offered to independent oper- 
atore to buy and transport their coal, paying 60 per cent of the price received at tide 
water on the prepared sizes. This was considered a concession at the time, since 
individual operators were protesting vigorously against the rates that Were being 
charged for transportation. The present movement for an increase of the percentage 
to 65 has grown out of the desire of the railroad companies to suppress the construc- 
tion of a railroad by the indei>endents. (522.) 

Mr. WooDLocK says that the railroads have had contracts with the independent 
coal operators by which the rate of transportation was based on the price received 
for coal at tide water. The railroads would take the coal to market and give the 
producer 60 per cent of the price received at tide water. About 2 years ago the 
project of an independent railroad from the anthracite coal region began to be pushed 
and the other railroads have felt themselves forced to make a concession. The pro- 
posed new contracts give the operators 65 per cent of the tide-water price, the rail- 
roads accepting 35 j^r cent as the payment for freight. (454. ) 

Mr. Harris, until recently presiaent of the Reading Company, asserts that he does 
not know whether more than half of the coal produced by the independent opera- 
tors along the Reading Railroad is sold to the Reading Coal and Iron Company or 
not. In most of the other regions more than half of the operators do sell to the 
, railroad companies. (600.1 

2. New 66 per cent co»tracte.-~Mr. Thomas, president of the Erie Railroad, says 
that moat of tne anthracite coal produced by independent operators reached by that 
Sjlroad is bought by the railroad through a subordinate company, on the percent- 
coatract system. At present (February, 1901), the operators receive 30 per cent 
of the tide-water price. The Erie, together with other railroads, was at that time 
arranging for a contract allowing tne operators 65 per cent, and the witness had no 
doubt that the arrangement would bo completed. It was not a condition of the 
contract that all the operators should accept it but the witness thinks that the rail- 
road is entitled to the acceptance of most of the operators. He believes the opera- 
tors are generally well satisfied. 

Mr. Thomas further affirms that these new contracts cover the entire life of the 
property of the various operators; that is, the Erie agrees to purchase all the coal in 
the ground, and the operator to sell it all. (549.) 

A copy of the form of the proposed 65 per cent contract was submitted by Mr. 
Childs. It contains a promise on the part of the producer or seller to deliver to the 
ndlroad company all the coal which it produces. The railroad company agrees to 
take as much coal as the market will Mrmit, dividing fairly the demand between 
the various collieries, in proportion to their capacity, with no preference for mines 
operated by itself. The division of tide-water price is different in the case of other 
cbsoBS of coal than in the case of the laiger prepared sizes. The main clauses of this 
contract are as follows (496, 498, 606-507): 
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‘♦This agreement, made and executed in the city of Philadelphia, Pa., this day 

of , ninetwn hundred . between (nereinafter called the 

seller), party of the first part, and (hereinafter called the buyer), 

party of the second part, witnesseth: 

“First. The seller hereby sells, and agrees to deliver on cars at breaker to the 
buyer, all the anthracite coal hereafter mined from any of its mines now opened and 
operated, or which it may hereafter open and operate on the premises intended to 
be covered by this contract, and any which shall be reclaimed from culm banks on 
said premises, viz; 

“^ipments to be made from time to time as called for by the buyer. The buyer 
to give on the 25th of each month, notice of the quantity as nearly as practi- 
cable buyer will require for next month, and arrange to take the coal in as nearly 
equal daily or weekly quantities as in its judgment the requirements of the market 
will permit. The buyer to use its best efforts to find a market for the seller’s coal so 
as to enable the seller's collieries to be worked as many days as practicable, with 
due regard to the general market conditions, and to give orders for shipment which 
will enable the seller to work its collieries as many days in each year as other collieries 
work similarily situated. 

“The buyer agrees that it will not discriminate in favor of its own mines, or any 
persons, firms, or companies with which it has contracts to buy coal, but that the 
quantity to be ordered monthly shall be a just proportion of the entire quantity of 
coal agreed to be purchased by the buyer, measured by the colliery capacity of the 
respective sellers. It being understood that so far as practicable the (quantity ordered 
shall not be less than a just proportion of all the anthracite coal which the require- 
ments of the market may from time to time demand. The colliery capacity shall be 
determined as of the 1st of January in eacdi year by the parties hereto, and, on their 
failure to agree, the president for the time being of Girard. Trust Company shall select 
a suitable expert for this purpose. Should any marked change take place affecting 
the productive capacity of the colliery, either the buyer or the seller may call for a 
new detennination of the colliery capacity as of the beginning of any quarter of the 
calendar year, 

‘ ‘ Second. The buyer agrees to pay and the seller agrees to accept the following prices 
for said coal, when prepared in accordance with the standard nereinafter set forth, 
and delivered f. o. b. railroad cars at the breaker: 

“For all sizes above pea coal, sixty-five (65) jier cent of the general average free on 
Ixiard prices of said sizes received at tide points at or near New York, between Perth 
Amlxiy and Edgewater, computed as hereinafter provided. 

“For pea coal fifty (60) per cent of the general average f. o. b. price for pea coal at 
said tide points at or near New York when the said price is two dollars and fifty 
cents ($2.50) per ton or less, and for each advance of ten (10) cents per ton in the 
said f. 0 . b. price above two dollars and fifty cents ($2.50) the proportion paid the 
seller shall be increased one ( 1 ) per cent until the percentage paid for pea coal reaches 
sixty-five (65) per cent. 

“For buckwmpat coal No. 1, forty (40) per cent of the general average f. o. b. price 
at said tide points at or near New York when the said price is two dollars ($l00) 
per ton or less, and for each advance of ten (10) cents per ton in the said f. o. b. 
price the proportionate price paid the seller shall Ije increased two (2) percent until 
the mid f. 0 . b. price reaches two dollars and fifty cents ($2.50), after which the pro- 
portionate price paid the seller shall advance one (1) percent for each ten (10) 
cents advance in the f. o. b. price above two dollars and fifty cents ($2.50), as in the 
case of pa coal above mentioned. Provided that nothing herein contained shall 
oblige the buyer to pay for buckwheat No. 1 coal a rate higher than for pea coal. 

“ For all sizes smaller than buckwheat No. 1 the seller shall receive twenty-five ( 25) 
cents per ton f. o. b. railroad cars at breaker, and for each ten (10) cents mcrease in 
the general average f. o. b. price above one dollar and thirty cents ($1.30) a ton at 
tide, the price shall be increased five cents per ton; but it is understood that the 
buyer shall have the option to decline to take these smaller sizes in excess of the 
proportion taken from the buyer’s own collieries and operations. 

^^ » * * # * # 

‘ ‘ Fifteenth. If by reason of changes in trade or colliery cond itions the seller is unable 
to oprate its mines without financial loss on the basis of this contract, and the buyer 
dphnes to modify this agreement, the seller may submit the questions involvea to 
tne smd bo^ of arbitration, and, if the board decides that the seller can not operate 
its mines without loss on the basis of this contract, and if the buyer and seller can 
not agree on a modification of this contract^ then this contract shall cease and 
determine. 
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*^8ixteenth. It is Also understood and agreed (anything herein contained to the con- 
tmry notwithstanding) that if at any time or times the average f. o. b. price at tide 
for sizes of coal larger than pea coal shall be- less than three dollars and fifty cents 
($8.60) per ton, then the seller may at its option temporarily suspend mining and 
cease all deliveries hereunder until the said average price shall reach three dollars 
and fifty cents j$3.50) per ton; provided, however, that two weeks’ notice of inten- 
tion to stop deliveries snail in sucfii case be given by the seller to the buyer; and, if 
any question arises as to price being less than $3.50, it shall be submitted to the per- 
manent arbitration board.” 

Mr. Stearns, president of Coxe Bros. & Co., testifying in April, 1901, said that 
he understood that the new 65 per cent contracts had not yet gone into force. He 
believes that the contracts were drawn up by a conference between a committee of 
independent oj3enitors and a committee representing the railroad companies. Their 
session lasted for several weeks. The witness understands that the proposition was 
offered bv all the railroads alike. He has been told that the oj^erators of the Penn- 
sylvania line have signed the agreements, but that none of those on the other lines 
had signed them up to a few days before his testimony. It was his impression, how- 
ever, that the contracts would be adopted. 

Mr. Stearns says that the new 65 per cent contracts are intended to cover the entire 
output of the mines of the independent operators in the future, excepting in the case 
of those made by the Pennsylvania Railroad. The earlier 60 per cent contracts 
mostly ran for a period of years and have for the most part expired. It is his opin- 
ion that tlie new contract is being proposed by the railroads with a view to securing 
control of the business and preventing competition. Mr. Stearns understands that 
the 65 per cent rate of the new contract applies only to the prepared sizes. In the 
case of pea coal, the operators, he believes, are to receive 50 per cent, and in the case 
of the smaller sizes, 40 per cent of the prices. (577-580. ) 

Mr. Haddock, indej)endent coal operator, says that the new contract proposed by 
the railroad companies, allowing the operators 65 per cent of the tide-water price of 
coal, is conditioned upon the agreement to sell ail of the coal to the railroad com- 
pany for the entire life of the property. The railroad companies also desire a large 
majority of the operators to sign the contracts before the new arrangement is put into 
effect. This will practically tie up very nearly all of the independent operators. ( 531, 
632.) 

Mr. Walter says that the new contracts on the 65 per cent basis which are being 
made provide that the entire product for the life of the collieries shall be sold to 
railroads, but that there are many limitations and stipulations in connection with 
this provision. (545.) 

Mr. Fleming declares that while the operators would like to get a larger proportion 
of the tide-water prices they are very generally satisfied with the new 65 per cent 
contract. Out of the 35 per cent which it receives the railroad company must not 
only pay freight, but also the selling expenses. 

The witness, as the representative of the Anthracite Coal Operators’ Association, 
is not authorized to make any complaint whatever. He says that he would rather 
not aiiswer the q^uestion whether he knows of any cause for complaint. (537, 542). 

Mr. Fleming thinks that the new 65 per cent contracts are in some cases made for 
the entire -future product of the mines, but that in other cases they are for shorter 
periods. 

The witness stated further that under these contracts the railroad agrees to buy 
from the operator “as much as it requires.” It certainly could not agree to take an 
amount which it could not dispose of. In many cases, however, companies are 
allowed to sell on their own account any excess above the amount which the rail- 
road company agrees to take from them. (536, 537. ) 

Mr. Fleining stated in February, 1901. that most ouhe members of that association 
were signing the new contracts providing for the 65 per cent basis on tide-water 
prices. The witness says no doubt that the new arrangement will go into force. 
The operators find it much more advantageous to enter into these contracts and avoid 
the necessity of having ofiices of their own, or branches at a number of different 
places for disposing of the coal, which involves large expense. (537). 

Mr. Harris, late president of the Reading Company, stated in April, 1901, that the 
new 65 per cent contracts had not, so far as he knew, yet gone into effect, but that 
he believed the individual operators were generally satisfied with them. In the 
Reading temtory the operators have not objected on the ground that the contracts 
require them to sell their entire future output for the life of the mines to the railroad. 

- (filO-) . 

3. Freigld raks on anthmcUe coal. Compamm wUh l/iMminous cooZ.— Mr. Fleming, 
secretary of the Anthracite Coal Operators’ Association, says that the majority of the 
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merabew of that aasociation sell their coal to the railroad comMnies under percent- 
age (X)ntra(jt8, so that there is no question with them as to neight rates. On the 
relati\'ely small proportion which operators ship or sell on their own account they 
make complaints frequently. 

Mr. Fleming declares himself unable to compare the charges per ton per mile for 
hauling anthracite coal with those for hauling bituminous coal. Some years ^o 
bituminous coal was being hauled from West Viiginia to tide water for three mills 
f^r ton per mile, but that was exceptional It was really a losing rate. At the same 
time the average rate on anthracite was about nine mills. There are frequent com- 
plaints as to the disparity in the rates on the two classes of coal, but there is good 
reason why soft coal should be carried cheaper. The entire product is of the same 
grade and can be dumped from the train into a vessel Anthracite is in different 
sizes and of different qualities, which must be kept apart. This coal must therefore 
be put ill storage piles or held in cars or on barges subject to demurrage charges. 
(580,639,540.) 

Mr. Sawaed, of the Coal Trade Journal, says that it is no longer worth while to 
pay much attention to schedule rates of transportation on anthracite coal, since prac- 
tically all coal is hauled on a percentage contract by which the railroad receives 40 
per cent of the tide-water price for transportation. When coal is at $4 the railroad 
receives $1.00. If the average distance to tide water from tt . Anthracite fields is 100 
miles, it makes 1 cent per ton per mile. The rate per ton per mile thus varies in 
accordance with the tide- water price. The rate is higher tlian on soft coal, Imt the 
two are entirely different in their nature and in the cost of transportation. (509. ) 

Mr. ftTEAKNH, president of Coxe Bros. Co., savs that the distances from the anthra- 
cite mines to tide water vary considerably. The difference Ijetween the distance of 
the Lehigh region and the Wyoming region is comparatively slight. From the 
Schuylkill region the coal is usually shipped to Philadelphia. 

There have been complaints at times by the independent operators that the rates 
charged for transporting coal were excessive, especially as compared with bitumi- 
nous coal. The witness understands, however, that liituminous freight rates have 
recently been increased. In his judgment it is proper that the rates on anthracite 
should be higher than those on bituminous coal. The cost of transportation in itself 
is perhaps not greater, but there are several different sizes of anthracite coal which 
must be kejit separate, necessitating frequently storage in cars or in bins or vessels. 
Moreover, the cars in which bituminous coal is hauled are usually returned with 
some load— iron ore, iron, or some other product. In the case of anthracite coal the 
cars usually return empty. (579.) 

Mr. Haddock, independent coal ojwator, says that bituminous coal is hauled to 
tide water at much lower rates per ton per mile than anthracite coal, but he thinks it 
would be necessary to ask the railroad men the reason for the difference. (530.) 

Mr. (^HiLDH, of the New York, Ontario and Western Railway, says tha^ that road 
does not receive nearly as much as 10 mills per ton per mile on anthracite coal, nor 
does he think any road ever received as much as that. The average receipts per ton 
by the Ontario and Western for the year ending June 30, 1899, were $1,128 for the 
distance of 214 miles, from Scranton to Weehawken. (During the summer months 
vessels are loaded at Cornwall-on-the-Hudson, 54 miles nearer.) The charge Bius 
runs from 8 to 7 mills per ton per mile. The relative rate is higher for the shorter 
routes, of which the shortest is the Delaware, I>ackawanna and Western, 145 miles. 
(496, 497.) 

Mr. Childs s^s that the railroad tariffs in effect on his road from the^anthracdte 
coal fields are: To Buffalo, $2 per ton; Chicago, $3.50; St. Louis, $4; tidewater, $1.75. 
But practically all the coal carried by this road is on the jiercentage basis. (4%.) 

Mr. McLeod says that the average freight rate to tide water from the anthracite 
coal fields is about $1.50 per ton. He knows of one colliery where the average rate 
for some time has been only $1.36 per ton, amounting to 7 mills per ton per mile. 
56,5.) 


Mr. HarriSj until recently president of the Reading Company, says that he does 
not think it is the purpose of the railroads in the anthracite coal field to put up 
the freight rates by combination among themselves. As a matter of fact, freight 
rates have not been secretly cut much in recent years. They have been gradually 
reduced during the past 6 or 8 years. A few years ago the general rate from the 


h) tide water was about $1.70 a ton. It is now aoout $1.^, but varies greatly. 

(mX).) 


4. freight rates under percentage contract and under tariffs.— M.r. Haddock 

says that he has always refused to enter into contracts for the safe of his coal to the 
railroad companies on the 60 per cent basis. He has preferred to remain independ- 
ent He does not want to have to rely on other persons to find markets for him. 
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Another reason why Mr. Haddock has preferred to conduct his own shipments is 
because of the limitation on output impost by the railroad companies under the 
percental contract. 

Nevertheless, Mr. Haddock asserts that it would have been more economical for him 
to enter the percentage contract than to insist on selling his own coal and paying the 
freight rates. The railroad companies have not made a freight rate to independent 
i^ippers as low as the 40 i)er cent of tide-water price which they accept in the case 
of tne contracts. He has always insisted that the individual operator who sells his 
coal to the railroad company at the mine ought to bo put on the same level with the 
operator who prefers to send his coal to tide water, and that, because of the selling 
expenses, which the latter class of operators must incur, they'oughttohave a freight, 
rate equal to less than 40 per cent of the tide- water price. In the case of th^iiew 
contracts, giving the railroads 35 per cent, the witness thinks that the absolutely 
independent operator ought to have his coal transported ata rate equal to 3Q^f)(Br‘ 

, cent of the tide-water price, and he expects to be able to fight it out on that basis. • 
^623, 632, 534). 

Mr. Thomas, of the Erie Kailroad, says that at the present time (February, 190T) 
the freight rate's on anthracite coal to tide water vary from $1.15 to $1.40 per ton, 
the latter rate Ixiing on the prepared sizes and the smaller rate on the pea coal and 
other small sizes. These rates the witness states are about the same as the prop<M> 
tion of the tide- water price going to the railroad company under the percent^u 
contract system at the 40 ner cent rate. 

The witness does not tnink that the independent operators who ship for them- 
selves are entitled to as favorable a rate as that proposed by the new contract allow- 
ing the railroad company only 35 per cent of the tide-Vater price. These msw 
contracts give the railroads a stability of business, while the independent operators 
may 8hii)‘to-day and not at all to-morrow. (549, 550. ) 

6. Profits of anthracite coal roads in relation to rales— lAr. Woodlock, railroad editor 
of the Wall Street Journal, declares that the anthracite coal roads have neVer been 
very profitable, and draws therefrom the conclusion that they have not kept freight 
rates nor the price of coal unduly high. Some of these roads have been repeatedly 
in bankruptcy. Even ut present, in very prosperous times, most of them are fnak- 
ing no more than reasonable dividends. While the Jersey Central and the Reading 
. arc doing much better than formerly, their increased earnings are chiefly due to 
■ * general merchandise traffic and not to coaj trafiic. The Delaware and Hudson and 
the Lackawanna have always made good profits, but their capital was low at the ' 
^ atari There is a distinct prejudice among investors and speculators against the 
’^eotuitiee of moat of the aiitliracite roads. It is felt that the anthracite coal is expen- * 
fliveto ihSne and expensive to handle. It must be broken up and screened and 
i;, The can? having different kinds of coal can not be mixed. 

.AH respda the freight rates, it is more profitable, Mr. Woodlock believes, to 
handle mtumlndufl com at 2 or 2} mills per ton ])er mile than anthracite coal at 9 
mtihrner^^n. Jtfost of the anthracite coal has to Ijc hauled over the mounttrinsy up 
a genera] thing, bituminous coal originates at the top of thegi^es, 
anil ojm 1;^)iahled veVy easily. Tliis is especially true on the Chesapeake and Ohio 
and Norf^ ahd Western roads. (45.3,454.) - ' 

6. Metlwd^f fixing anthracite freight rates. — Mr. McLeod, former presidenl'of the 

Reading Bauroad, says that freight rates on anthracite coal are made iU the same 
,.way as on other merchandise. The freight agents get together and discuss rates. 
There have been no important changes in recent years. (661. ) . , . \ , 

7. (\ise of (hxe Brothers v. Lehigh Valh/ Railroad , 18S9, — Ma,, 

pendent coal .ororator, refers to the ca.se brought by Coxe Bros. <5: mfnstthe 
I^high Valley Railroad Company as an illustration of the great diffleiuty of securing 
just rates on anthracite coal. This laige and powerful company mswie a complaint 
before the Interstate Commerce Commission in 1889 that the rates to tide water were 
excessive. It was a year or a year and 'a half liefore the decision of the commission 
was rendered, which was in favor of Coxe Brothers. Then the railroad company 
took an appeal, and the rate prescribed did not go into effect. Meantime Coxe 
Bros. & Co. were without their requirerl relief, and were iorced to build about 40 
miles of railroad, connecting their projierties witli various other railroads, in order to 
compel the railroads to give them reasonable rates of transportation. (526, 536. ) 

Mr. SfEARNS, president of Coxe Bros. & Co., says that Coxe Brothers built the 
Delaware, Susquehanna and Schuylkill Railroad, as he understands, for the purpose 
of connecting all of their mines with one another and with different main anthracite 
railroads in order that the output of the company might be sent over whichever 
was desired and that the mo,‘<t favorable terms might thus be secured. The 
^oiulBcts with the Lehigh Valley, the Phiiadelphia and Reading, the Pennsyl- 
the Central R^lroad of New Jersey. It extends from Gum Rim Junction, 

toeiJPeuQwlvania Railroad, to Hazleton, Driftou, B^ver Meadow, and OneidA 
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At pweent Ooxe Bros. & Co. ship all of th«r own coal to tide water over the 
Lehigh Valley Railroad in their own cars and tratoa The company has a traffic 
agreement with the Lehigh Valley which has as yet several years to run. The wit- 
is in doubt whether it is as profitable for him to ship coal in this way as it would 
be to sell it to the railroads on the 66 per cent basis. He says that he not only 
has to bear selling expenses, but that the plant is constantly depreciating and that 
there are many other expenses. The witness does not think that Coxe Bros. & Co. 
ever sold coal to the railroads on the percentage contract system. He believes 
that the Coxe Brothers formerly had some special traffic arrangement with the Read- 
ing Railroad Company. He knows of no other firms or corporations which have 
^tipnfl to the railroads similar to those which now exist in the case of Coxe 


distance from the iunctioii of the Delaware, Susquehanna and Schuylkill Rail- 
road with the Lehigh Valley to Perth Amboy is 125 miles. 

The westward shipments of Coxe Bros. & Co. are made over the Pennsylvania 
Railroad both to points along the railroad and to Buffalo, from which latter point 
coal is shipped by water. (576-578, 590. ) 

IWfr. McLeod docs not think that the independent operators during the time when 
he was president of the Reading were generally dissatisfied with freight rates and 
‘conditions. He does not think that the case brought by Coxe Brothers against the 
^high Valley Railroad iiidicate<l a general attitude of complaint on the part of the 
operators. One individual might have a grievance which others did not have. ( 573. ) 

8. Transportation of anthracite to New England. — Mr. McLeod says that the New 

England States take 11 per cent of the anthracite product. It is carrie<i to them 
largely by water. The rate.s differ from time to time according to the supply of 
vess^a. i^Che Reading takes most of its coal for New England to Philadelphia whence 
it is by the Delaware River. Otiier companies take their coal to NdW York 

and vicffity for shipment. All-rail rates are determined by the same influences as 
other ifiWl rates. (561, 562. ) 

Mr. Tbtomas, president of the Erie Railroad, says that much of the anthracite coal 
consum^in New England goes by water. The Erie ships some of its coal for New 
England byway of Fishkill and Newburg. In the case of coal hauled by rail in 
this way tlie charge from the anthracite fields to the destination is compost of two 
rates, that to the Hu<lson River, and that made by the New England rai»0tKls. The 
Nevr York, New Haven and Hartford Railroad gets a much larger propdiiion per ton , 
per mile than the road west of the Hudson gets. There is no through rate with an 
equal proportion i)er mile to each road. The reason for this arrangepient ik that the ' 
•Nqw htavon road practically has a monopoly of certain territory, although 
places it is subject to competition from other railroads and from water 
tion. There are also many points on the Boston and Maine and other New 
roads where transportation of coal is virtually a monopoly in the bands of*.a i 
railroad. Mr. Thoma.s does not think, however, that there is usually a dispo^lti 
to e^act excessive rates on account of such mono|K)ly. (553.) . 

Mr. Ohilds, of the New York, Ontario and We^itern Iteilway, says that nearly ill 
shipments of anthracite coal to New England, Iwth by his railroad JK^'hy other 
antmadte roads, are made by water from the terminals. Most antht^te coal is 
' used at Icuge cities near the coast. Goal, for example, is shipped to Boitpi by water, 
and trete tWe short distances by rail. A small amount of coal goes over the 
PoQj^eepsie bridge, and some is transferred by floats from New Jersey to points on 
theJseWiMV|^,road, from which it goes by cars. For these reasons Mr. Childs 
doeeh^pfeiaw^^bembination of railro^ attempting to control the anthracite trade 
vMSjaw (600, 501.) 

m. 8tBAM% president of Coxe Bros. & Co., says that Coxe Bros. & Co., ship a 
considerable amount of coal to New England, but that this is mostly sold free on 
board Perth Amboy, although sometimes it is sold delivered at points reached by 
water. Where the coal has to be liauled by rail the purchaser must take care of the 
freight rate. (585.) 

9. Lake shipments of anthracite coal—Mr. Stearns, president of Coxe Bros, A Co., 
says that company shipped about 200,000 tons of coal over the lakes by way of 
Buffalo in 1900. Boats are chartered from different owners. The freight rates on 
the lakes vary greatly. They have been as low as 20 cents per ton from Buffalo to 
Chicago, and as high as $1.25. Coxe Bros. & Co. have their own agents in Duluth, 
Chicago, and Milwaukee for handling their coal. (594. ) 

^ dlaetimlnatfon against independent operators.— 

1. Freight rotos.—Mr. Stearns, president of Coxe Bros. A Co., says that the raUroada 
cha^ the coal companies which are connected with them regular tarij|,rates 

hauling coal. He does not know whether it would bo le^l for them to cb'* ' 

lower rate or not, but believes if they should do so independent shippers wou 



«omd way to atoo it In any case the payment of freight by the railroad coal com- 
panietl to the rauroade is simply taking money out of one pocket and putting it into 
another and it does not matter to either what the rate is. 

Ihe witness has heard statements made that the railroad companies operated their 
coal companies at a loss, but made up by the profit on transportation. From his 
own experience the witness thinks that the coal ct)mpanies ought to make a small 
profit on mining. In his judgment, however, an independent operator who could 
get control of a propi>r body of coal would get the same facilities for transporting to 
the markets as those who are already in the business. Ho has never heard of the 
alleged fact that the Erie Railroad Company charges the Delaware and Hudson 60 
cente a ton for hauling coal to tide water, while charging independent operators $1.60. 
Ho does not think that the recent combination of the anthracite roads is designed to 
discriminate against independent operators. (600, 582, 588. ) 

2. Dmnrnhinthn in wegtcrn freight 7’ate8. — Mr. Stearns, president of the Coxe Bros. 
Company, says that the freight rates from the anthracite region to the west are pub- 
lished by the railroads each spring, and that Coxe Bros. & Co. pay the regular pub- 
lished rates. The witness believes that all operatora pay the regular published rates 
and that there is no discrimination. He does not believe, however, that independ- 
ent operators ship their coal west to any extent. Most of those shipping east ship on 
the percentage contract system. (583.) 

3. Restridim of output and of suppli/ of ean^ of independent operators. — (See also Per- 
centage contracts, p. cxxxviii; Allotment of tonnage, p. cxLvii. )— Mr. Haddock, inde- 
pendent coal operator, assorts that under the contracts made by individual operators, 
by which they sell coal to the railroads on the basis of a percenfiige of the tide-water 
prices, the railroad companies determine how much each oaeTator may ship. The 
contracts themselves stipulate that the railroad companies shall determine the amount. 
This is done more or less arbitrarily by the officers of the railroad. (524, 627. ) 

The witness has preferred to ship his coal iudeiiendently, because he could then 
insist upon producing as much as h(‘ pleased, and upon demanding an adequate 
supply of cars. In 1884 and 1885 tlic railroads (li<l lutt sii|)j)ly (lars sufficient to 
enable Mr. Haddock to operate 27 days in ,3 months. After difficulties lasting for a 
year or more he served notici; on the raiIroa<l company that if it failed to supjily 
enough cars it wouM be necessary to hold tlu! railroad for the damages. The matter 
was fought out, and there has lieen no serious difficulty since. The absolutely 
independent operator is thus likely to be in a position of greater advantage than 
tlie operators who make contracts with the railroad companies, although tlie wit- 
ness does not know just what treatment the railroads give to other o[>erators who are 
in the same position as himself. There are complaints from other operators of a 
shortage of cars, but the witness docs not know how just they are. The witness 
would expect to have to restrict his output if he went into contracts with the rail- 
road companies. lie has occasionally sold coal to the companies, and they were 
quite willing to take it on the percentage basis. 

Mr, Haddock is disposed to admit that there must be some restriction of produc- 
tion because of the fact that the demand for anthracite coal is so much less in the 
sunimer than in the winter, and that coal can not satisfactorily be stored. But the 
restriction is not always a just one. Some of the independent operators prefer to 
have a voice in determining their own production, and in ascertaining the market 
requirements. They have succeeded in getting a voice in the matter, “but it has 
^ been at quite a cost."’’ Mr. Haddock does not explain just what is meant by this 
phrase, saying that ho does not wish to be pressed to speak on the subject, or to 
mcriminate aiwone, although he would not have the word incriminate unduly 
emphasized. It has been a way beset with difficulties. (524, 526-527. ) 

Mr. Stkabns, president of Coxe Bros. A: Co., says that while he was connected 
with the Pennsylvania Railroad he heard plenty of complaints from independent 
operators to the effect that there was an insuflieient supply of cars, but that as a 
matter of fact the Pennsylvania Railroad supplied cars more freely to the independ- 
ent operators than to its own subordinate coal companies. The witness believes that 
the Lehigh Valley and other railroads try to distribute cars fairly. There are times 
when no road has cars enough to supply the demand. The complaint brought by 
Coxe Bros. A Co. in 1889 was not on the ground of discrimination in furnishing cars, 
but on the ground of excessive freight rates. (686. ) 

Mr. Harris, late president of the Reading Company, emphatically asserts that 
there is no discrimination in freight rates or in the supply of cars as between indi- 
vidual operators and the coal company affiliated with the Reading Company. The 
coal company is charged precisely the same freight rates as the individum o^rators, 
and this nas always been the rule. The distribution of cars is made on the basis of 
a careful estimate of the productive capacity of each colliery. The railroad has an 
o^cer who visits the collieries and finds but how much they can produce. The 
aggregate number of cars is distributed in proportion to the relative productive 
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tionment has equitable. If an operator increasee the capacity of his coEiery 
by any improvements, the railroad’s official examines the improvements and changed 
the allotment accordingly. Every operator is perfectly free to increase his capacity. 
(000,601.) 

Mr. Walter says that on the Lehigh Valley Railroad about 60 per cent of the coal 
is shipped by independent operators, this being the highest percentage on any of the 
railroads. Independent operators get cars even more freely than the companies 
connected with the railroads. It is not the policy 3f the I^high Valley to try to get 
absolute control of the region. There is no restriction upon the amount of coal an 
oi)erator may ship except in so far as he voluntarily agrees to it. Of course every 
operator thinks he ought to have a larger share of the business. Since the whole 
region can produce much more than the market will take, the general interests are 
conserved by a reasonable division. (545.) 

Mr. CniLDs, of the Ontario and Western Railroad, asserts that there is no dis- 
cririiination in furnishing cars or allotting tonnage to independent operators. On the 
Ontario and Western the independent operators do not work their mines any fewer 
days during the year than the companies connected with the railroads. (504. ) 

Mr. Sawaki), of the C<ml Trade Journal, thinks that the independent operators 
have little reason to complain of discrimination in furnishing cars. There is always 
a season in fall when there is a shortage of cars for all producers alike, but this lasts 
only a sliort time. (509. ) 

Mr. Fleming, of the Anthracite Coal Operator’s Association, thinks that the rail- 
roads are perfectly fair in furnishing cars to independent operators. The tendency 
seems to lie to give the independent operators preference over the companies con- 
trolled by the railroads, since the number of days worked by an independent oper- 
ator is usually greater than the number of days worked by the railroad mines. As 
in any large industry there are times when cars are scarce. The Anthracite Coal 
Operators’ Association under those circumstances brings intluence to bear, but the 
witness is not sure that it has any effect. The situation is much better than it was 
two years ago, when Mr. Brooks complained before the Industrial Commission of 
shortage of cars. The railroads have added decidedly to their eiiuipment. (536, 537. ) 

E. Produclioii of coul— Restriction and allotment of output.— 

1. Prodmtion and (‘onmmptwn of coo/.— Mr. 8award, of the Coal Trade Journal, 
asserts tliat there is constant tendency to overproduction of anthracite coal and that 
the capacity for production is greater than the demand. During December, 1900, ■ 
and January, 1901, the monthly production was from 5,000,000 to 5,250,000 tons. At 
that time the demand was good, so that there was possibly prosj)ect for the taking 
of 60,000,000 tons in a year, but ordinarily the market will not take that amount. The 
witness thinks that there is jiractically no regulation of the amount of production at 
present, but that it would Ixi desirable if there were, in keeping the trade more 
steady. Elsewhere, however, speaking of community of interest between the coal 
roads, ho implies that there is a growing degree of control over the amount of 
production. (511,512.) 

Mr. Stearns, president of Coxe Bros. & Co., says that the demand for anthracite 
coal vanes greatly according to season. The amount of coal which the market will 
take IS quite definitely limited. 

There is a constant temptation to operators to increase their productive capacity, 
it costs so much to store anthracite coal that producers prefer to be able to supply 
the demand m the winter months by contemporaneous production. In order to bo 
able_to meet this demand eacdi mine wishes to extend its workings so that the pro- 
ductive capacity becomes much in excess of what would lx; needed if the mines ran 
unnormly through the year. The fact that certain collieries are becoming exhausted 
prevents the increase in productive capacity from becoming as great as would other- 
wise be the case. (587.) 

Mr. Thomas, of the Erie Railroad, says that the anthracite mines of the country 
are capable of producing 60,000,000 tons a year, but that the countrv will consume 
only about 45,000,000 tons. The fact that production during the winter of 1900-1901 
VM^ing carried on at the rate of 60,000,000 tons per year was explained altogether 
oy tne great shortage occasioned by the closing of the mines in September and Octo- 
anthracite mines have never been able to work 
more man 2^ days in the year. If more coal were produced it would have to bo 
into the river. (565, 566.) 

tnra*^' **‘6 ^ew York, Ontario and Western Railway, says that coal opera- 

lore necessarily r^tnet their output at certain times because of the lack of demand, 
wn nis railroad it has happened that out of 4,900 (are used more than 3,000 were 
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OXLVI INDUBTBUt COMMISSION; — TBANSPOBTATION. 


loaded with coal for which there seemed little demand. Under these circumstances 
the supply of cars to the mines must be restricted. The output is usually in excess 
of the market from about February to May, while the demand is often in excess of 
the output in the fall. It is a mooted question whether it pays to store anthracite 
coal. The cost from waste and handling would amount to about 40 or 50 cents per 
ton. The quality of coal also deteriorates during storage. Nevertheless, the Onta- 
rio and Western luis just Ijeen building a storage plant which will hold from 120,000 
to 130,000 tons. (490,500.) 

Mr. Harris, former president of the Reading Company, says that in 1895 the out- 
put of anthracite coal was 46,500,000 tons. Tnough this may have been exceeded 
since, the excess has Ix^en slight. The demand is quite limited, and any increase in 
output would very considerably affect prices. (602. ) 

2. jyistrihution of anthracite mmimptioii. — Mr. McLeod says that Pennsylvania, 
New York, and New Jersey consume about 70 per cent of the product of anthracite 
coal; the New Ikigland States take 11 per cent, the West about 12 per cent, the 
South 4 per cent, and Canada about 3 per cent. The consumption in the West is 
increasing with considerable rapidity, chiefly because of the development of the 
country. The exportation to Canada increases comparatively slowly. (561, 562.) 

Mr. S A WARD asserts that not more than 10 per cent of the anthracite coal produced 
is shipped to the West. The shipments to Buffalo are about 2,000,000 tons per year. 
The iirices in the West vary lietween summer and winter about 50 cents a ton, as at 
Easti'rn markets. Colorado produces some anthracite coal, about 90,000 tons in 1900, 
but the area is small. Occasionally a cargo of anthracite coal goes by vessel to the 
Pacific coast, but Omaha is about the most distant Western market reached by rail. 
(516,519.) 

3. lyiscimion of policy of restriction of production.— Mr. McLeod declares that the 
idea that the price of coal is enhanced by a restriction of the output is a great buga- 
boo. There is no restriction when the coal can be sold at a profitable price at all. 
The demand is a very inelastic one. If the market will take 50,000, 0(X) tons of coal 
at a fair price, scarcely 3,000,000 tons more could be given away. To be sure more 
might be sold if the price were $1.50 or $2 chea})er per ton, but that would bankrupt 
all producers and would not ultimately benefit consumers. (565. ) 

Mr. Flemino, of the Anthracite Coal Operators’ Association, implies that the mines 
are producing at practically their full capacity. The output in 1900 was about 
47,000,000 tons. More could not be produced without a different class of miners. 
The miners will not work more time. Although the present rate of production 
(January and February, 1901) is about 5,000,0(K) tons per month, that can not be 
kept iij). Tn order to produce that much a great deal of dead work is necessary. 
This is largely done during the summer time, when the market requires little coal. 
Some collieries might produce more than they do by pressing hard, but it would not 
be advisable; hasty mining is dangerous. 

Mr. Fleming denies that there is any agreement among the railroads or operators 
to restrict production. There are times when the market simply will not take the 
coal produced and when it can not be stored. This is esiiecially true in the summer. 
(538.) 

4. Fluctuations in demand and .storage. — Mr. McLeod, former president of the Read- 
ing Railroad, says that there are certain months in the year when the actual con- 
sumers of anthracite coal scarcely buy it at all. The average consumer waits until 
the cold months. Some dealers have storage places and the producers have to make 
special rates to them in order to get them to take the coal and store it. If it were 
not for this practice, and for the practice of storage by the producers and the railroads 
themselves, the mines could not be operated during the summer at all, and men and 
investment would stand idle. There is a disposition on the part of the railroad com- 
panies to establish storage facilities. Mr. McLeod, as president of the Reading, built 
two storage bins near the mines which could hold 300,000 tons. The Reading also 
had a large depot at Port Richmond, and others along the New England coast. The 
Lehigh Valley has laige storing places at Perth Amboy. In the absence of such 
methods of storage it would be impossible for the collieries to mine or for the railroads 
to tran^ort enough coal in the winter to keep up with the demand. (565. ) 

Mr. Thomas says that an attempt is being made to store coal in order that the 
inequality of the demand during the year may be equalized somewhat. It is very 
dfficult, However, to store coal economically. It involves rehandling, waste, and 
breakaM, and there is a certain amount of deterioration in the appearance of the 
coal, which gets dull after standing, so that customers will not pay so much for it. 
Another difficulty in the problem of storing coal arises from the fact that the exist- 
ence of large stocks constitutes a menace to the market and the maintenance of 
reasonable prices. (555, 656.) 
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6. .Allotment of tonnaae to railroads and ito relation to reBtrietim of Had- 

dock, independent coal operator, admitei that there must be some restriction of the 
production of anthracite coal, particularly because the summer demand is so light 
and stora^ is difficult or impossible. He does not think, however, that the restric- 
tions are mways just. lie understands that there is practically an agreement between 
the great railro^ companies as to the proportion of the total tonnage which each 
shall carry. The figures of the allotments are published from time to time, and the 
annual tonnage of each railroad remains usually fairly constant. At the same time 
there are wrangles from time to time between the railroads as to their percentages. 
Many years ago the Rejuling Company handled almost one-third of the entire prod- 
uct. The aggressiveness of its competitors gradually forced its percentage down to 
the present figure, 20.7. At one time the entire trade was upset for several months 
by a disi)ute as to whether the Reading should receive an extra 1 per cent allotment. 
After the companies liave decided upon their proportions they allot to the individual 
operators, who sell to them under contract, the percentages which each shall be 
allowed to produce. (525, 527.) 

Mr. McLeod submits the following table as showing the i)resent allotment or dis- 
tribution of the anthracite coal tonnage Ixdween the leading railroad companies. 
(571.) 

Per cent. 


Philadelphia and Reading 21 

lA'high Valley ” y. ! 15. 65 

Delaware, Lackawanna and Westt'rn 12.57 

Central Railroad of New Jersey IL 48 

Pennsylvania Railroad 11. 32 

Erie Railroad 1L51 

Delaware and Hudson 9 ] 55 

Delaware, Susquehanna and Schuylkill 4 * 26 

Ontario and Western * 2 ! 86 


Mr. Saward, of the ( oal Trade Journal, <loes not make a very clear statement as 
to the method of allotting the tonnage, but implies very directly that there is an 
inf(»nnal agreement ])etween the leading railroads as to the proportion which each 
shall carry of the total output. He says that the proportion carried by each road 
has not changed much for a considerable numljer of years. Ho refers to the Reading 
road as being “ entitled to 21 ])er cent.” Afterwards he staU's that this is merely the 
actual proportion carried; '‘that is the way it figures out.” At the same time the 
road could produce more; it has the necessary colliery capacity. But “why should 
tdiey attempt to double the tonnage? They can’t sell more than so much coal.” 
The witness does not explain why one road might not increase its own proportion 
although the total should not be increased, but asserts that it is not done because 
coal can not be S(dd at a profit,. He also says that the Pennsylvania Railroad has 
never participated in a proportionate arrangement; “ithaslxHui afreelance * * * 
against the rest of them.” Nevertheless, its projiortion of the tonnage has remained 
fairly constant, in the neighborhood of 10 jx^rcent. These statements, in connection 
with the statements of Mr, Saward reganling agreements as to prices, seem to show 
clearly Ins Inmef in tlie existence of an informal underatanding between the roads as 
to the output. (514,515.) 

Mr. Harris, former president of the Reading Company, denies that there is anv 
(lehnite agreement regarding the respective proiiortions of the total output of anthra- 
cite coal which shall be handled by each railroail company. 

The reasons why the various railroads do not change the proportion of their output 
materially are because they can not make rapid changes, on account of the difficulty 
ana expense of developing new collieries; because each has certain territory which 
ir can supply more economically and naturally, and each produces, to a certain 
extent, a particular class of coal for which there is an especial demand; and because 
finallv. if anvrfldrnn/l alinnia inni-«aeo I’fa + a 1 i ! 


V -T 10 «u wpeuitti ufiuaiiu; and necause, 

nnallj , if anv railroad should increase its output greatly it would disturb the market 
very «'nously. The present division of output has been reached after many years 
01 contlict. pe proportions have not been greatly changed during the past 15 
y^re. Whether the railroads have been working in reasonable harmony or abso- 
I u 1 ^»™ony, it has made little difference in the proportion of the coal 
liandles. The witness does not think that the variation of any company 
more than 2 per cent. As the result of this experience it is 
Reading and other roads that each shall not exceed its percentaeg 
matenally, so as to encroach upon the business of the others, 
its charg^ that the Reading Company is more anxious to increase 

iis Share of the tonnage than the other railroads. This charge, Mr. Harris declares, 
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is not well founded. While this company has more undeveloped land than other 
companies, it could not develop it more rapidly, because most of its land is very 
exijensive to work. The fact that the Reading is chiefly a Philadelphia corporation, 
while the other companies are controlled in New York, perhaps leads them to 
complain against it. The output of the Reading now is about the same proportion- 
ately as it has been for 20 years. In the very early days the Reading carried half of 
the product, but at that time it had almost the only access to the markets of the 
East. Other roads have been built, and the product handled by the Reading has 
not increased as rapidly as that handled by the others. The New York, Ontario 
and Western opened no new fields, but simply bought collieries which had been 
shipping over other railroads, so that it did not introduce a disturbing element into 
the division of tonnage. ( fiO I ~()03, ) 

Mr. Rick thinks that there was for years a system of allotment of tonnage between 
the railroads. He does not know whether it is in effect now. Some such control of 
output is necessary or the coal lands would lie rapidly developed at ruinous prices. 
There is not enough demand for all the coal that coula produced, (743. ) 

Mr. Tjioman, president of the Erie Railroad, says that that company transports 
27,000,000 tons of freight yearly, of which about 6,000,000 is anthracite coal, an equal 
amount bituminous coal, largely from Pittsburg and vicinity, and 15,000,000 tons 
miscel laneous inerchand ise. 

During the calendar year 1000 the Erie shi])ped 5,200,000 tons of anthracite coal, of 
which it mined about 7(X),000 tons and bought about 5HX),000 tons for sale at tide 
water. A large part of the toimage comes from other railroads; 1,100,000 tons from 
the Delaware and Hudson, and 1,900,000 tons from the Pennsylvania Coal Company, 
which of)erates the Erie and Western Railroad, and which has since been bought by 
the Erie. (54H.) 

Mr. CiriLDs, of the New York, Ontario and Western Railway, denies there is any 
limitation on the output or the shipments of the anthracite roads. There is no agree- 
ment as to the percentage of the total output which the companies shall handle, nor 
any agreement of any sort. In 1896 an attempt was made to allot the tonn^e by 
percentages, but it was never consented to. As a matter of fact, the Ontario anil 
Western has been stea<lily increasing its tonnage. It shipped about 3 per cent of the 
total in 1896 and about 3.7 ]>er cent in 1900. It could increase 2 or 3 per cent more, 
or without limit, if it had the capacity. (500. ) 

Mr. Childs says that the New York, Ontario and Western liailway terminates at 
Scranton and reaches part of the Wyoming anthracite coal field. In 1900 it did 3.75 
per cent of the transportation of anthraidte coal. It has gradually increased its pro- 
portion from about 3 per cent in 1896. (496, 500. ) 

Mr. McLeod denies that there is any formal agreement as to the percentages which 
the respective railroads shall haul. Most of the percentages have been established 
simply by custom in the past, each railroad trying each year to do about the same 
business as before. The jiercentages have changed little for 15 years or more. It 
is true that the Reading at one time, about 1870, carried a third of the entire pro- 
duction, while its present percentage is 21 per cent. The reduction was due, however, 
merely to the failure of Mr. Gowan, president of the Reading, to increase his facili- 
ties and to mine and market his proper proportion of the consumption. For 15 years 
he produced only about the same quantity of coal yearly as at the outset. As the 
total production had greatly increased^ the perc^ent^e of the Reading naturally fell 
off. When Mr. McLeod became president, he undertook to increase the Reading’s 
percentage by business methods. 

Other statements of Mr. McLeod imply that the reason why the railroads maintain 
practically the same percentage each year is merely the fear of ruinous competition 
if they undertook to encroach upon one another. The design of the Reading in 1893 
in seeking to control certain New England roads was that it might have the right to 
haul over its own lines the coal demanded by the New England territory covered, 
since it is a well -recognized rule among the different coal roads that each has the right 
to transport coal going to lines owned or controlled by itself, f 564-567. ) 

Mr. Stearns, president of Coxe Bros. & Co., says that several years ^o there was 
an allotment of the percentage of the anthracite output which each railroad should 
ship, made by some sort of an agreement, but he does not think that any attention 
is paid to the allotment now. Everybody ships all he desires to ship. Mr. Stearns’s 
own instructions, as president of Coxe Bros. & Co., are to sell all that can be sold 
without sacrifice, without cutting prices. The witness does not know of any con- 
ference between the sales agents and the officers of the railroads to determine the 
amount that shall be produced. During the years he has been connected with Coxe 
Bros. & Co. he has not been called to any such conference. It is tnie that the pro- 
portion of coal shipped by each of the companies has not varied much during sever^ 



digest;— THB ANTHRACITE COAL SITUATION. 


CXLIX 


years past. Coxe Bros. & Co. are shipping about ^ per cent of the output, and 
their ])roportion has remained nearly constant. Each railroad fears to try to sell 
much more coal, because some other would then try hj get even, and the result 
would be a general demoralization of the trade. The last demoralization of this sort 
was 3 years ago. The witness does not think it would be })oa8ible for his company 
or any of the other companies to double the output by shading the prices without 
causing a general war of price-cutting. 

Mr. Stearns does not know that the Heading Railroad has been considered a more 
uncertain factor than the other railroads in the establishment of an allotment. 
(578-583, 590.) 

Mr. Thomas denies that there is any agreement among the railroads for the allot- 
ment of tonnage. There was such an agreement during 1890 between several of the 
anthracite roads, fixing a specific percenhige which each should carry. The agree- 
ment continued for one year, when it exjiired by limitation, and has never been 
renewed. There is not even a moral obligation upon the respective railroad com- 
panies not to transport more than a certain amount of coal, but long experience has 
thoroughly established “the tonnage that honestly belongs to each road and is 
marketed by it.” The markets are fairly well divided by territory. The Erie 
knows that if it tried to dispose of more coal it would be b) destroy its own jirofits. 
If it went into the territory of some other road and rednce<l the price of coal, it 
could add to its transportation for a time, but there would be retaliation and reduc- 
tion of rates and prices. 

The witness a<linits that there is some consultation reg<irding output and prices, 
but declares that there are no agreements, express or implied. “We are at liberty 
to and we do mine and market as much anthracite coal as we can profitably find 
an (ditlet for." Railroad managers are like other people; none of them think that 
their share of the business is large enough. The witness does not think that the 
Eri(' gets enough of the trans])ortation, but it can not make money by increasing its 
production. The increase of the production might lead to low’er prices and tem|X)- 
rarily benefit the public, but in the long run it would not. (550, 554.) 

I\Ir. Waltkk, president of the U*high Valley Ibiilroiul, says that his company 
transports something over 15^ ])er cent of the anthracite coal product. The percent- 
age has been about the same for the pa-^t 3 or 4 years. There is no definite allot- 
ment to this or any other railroad. The road endeavors to conform to its propor- 
tion of the tonnage for which there is a market. The witness thinks that at the 
time of his testimony, February, 1901, all of tlu' roads were producing freely because 
the market could take all that was pro<luced. 

Mr. Walter says, further, that the Pennsylvania Railroad has not always been 
thoroughly in harmony with the other roatls, but that he would prefer not to clis- 
cuRs the Pennsylvania’s policy. It is hardly proper to speak of it as a free lance, 
because controversies have been so frequent and so violent between all of the roads 
that the term can be ajiplied as well to one as the other. 

The witness asserts tnat the Lehigh Valley would be jierfectly free to extend its 
tonnage from 15 to 20 j)er cent if it were “prepared to take the consequences.” The 
consequences would be disastrous, leading to general (ompetition and general dis- 
turbances. Nevertheless, such action on the j)art of railroads has been frequent in 
the past. It is true that the proj^rtion of coal handled by the Reading road was 
formerly greater than it is now. (543, 545, 547. ) 

Mr. Haddock says that years ago the Pennsylvania Railroad Company carried all 
the coal that was offered, refusing to enter into agreements for the limitation of out- 
put or the fixing of prices. The collieries along the road worked practically full 
time. The railroad was a very disturbing factor in the attempted agreements. The 
witness thinks that the policy of the Pennsylvania has changed at the present time, 
ard that it works in substantial harmony with the other railroads. (532.) 

F. Priceg and tlie effect of combination.— 1 . Alleged agreementd between 
radroads us to prices.—Mr. Saward says that in 1874 there was a meeting of coal pro- 
ducers and an agreement as to prices, but that this broke up in 1876. There was 
another attempt at an agreement in 1886 or 1887. In 1891 and 1892 Mr. McLeod, by 
his combination succeecfed in advancing the price of coal $1.75 per ton within five 
months. But this also broke down. There is at present no formal agreement between 
produwrs regarding prices, no “cast iron agreement.” At the same time the prices 
made by different producers are practically uniform for the same giwle of coal. One 
pr(Mucer may make a discount of a few cents to get trade. There is no such thing 
^ f ^^ 1 ? price, but ewh producer knows that his coal is worth the same 
M that of the others. If a man inquires the price of coal at one office and goes from 
there to another he is likely to find it the same. It can not 1^ said that there is an 
anthracite coal trust, because in order to have a trust or to have an agreement regard- 
ing prices, there must be parties entering into the agreement, with signatures and 
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documents. At the same time it is a fact that changes in prices are usually made 
simultaneously. When the customary advance from summer to winter prices is 
made circulars are issued by each railroad company or large dealer, and these 
usually make the same prices and are issued at the same time. A coal dealer is 
likely to get, about the 1st of the month, when these changes are made, half a 
dozen circulars quoting the advanced prices, which are all practically alike. The 
witness does not know how to explain this uniformity. “Possibly it is hypnotism. 

* * * I do not know but there is a telephone” by which consultations are held 
regarding the prices which shall be charged. There is certainly a mutuality of inter- 
ests. This system of informal (‘omrnunication “seems to be a wonderful invention; 
it b^ts writing on a piece of pajxirand putting a signature to it” because there is no 
record kept of it. At the same time this can not be called a combination because if 
any producers refuse to agree to the prices they can not be compelled to do so. ‘ ‘ The 
Pennsylvania Railroad has always been on the outside, as the saying is,” but it gen- 
erally follows the market pretty closely. The producers “are not cutting each 
other’s throats.” It is a good thing they are not. (512, 513, 517.) 

Mr. Haddock, independent coal operator, says that there are “agreements among 
gentlemen ” which prevent any of the great anthracite coal roads from cutting prices 
materially. Mr. IIaddo(!k has never been taken into the confidence of those mak- 
ing these agreements, but the simultaneous movement of prices in the past has sliown 
clearly that there was an understanding among them. Still the attempt which has 
been matle in past years to change from the lower summer prices to the higher win- 
ter price at precisely the same time, in the case of all dealers, has not always been 
successful. (626, 520). 

Mr. Stearns, president of Coxe Bros. & Co., believes that the sales agents of the 
railroads have occasional meetings to discuss prices, probably twice a year. How- 
ever, Coxe Bros. & Co. are not represented at these meetings. He does not think 
that prices are fixed at these meetings but that they discuss prices in a general way. 

Mr. Steams says that he l)elieves that the Philadelphia and Reading Railroad pre- 
pares a circular of prices for anthracite coal, which is followed more or less by the 
other producers and railroads. He does not know whether this circular is issued by 
the Reading without consultation with other companies or not. It does send the 
circular to the other companies. The price of all is nearly the same, although each 
producer gets more if he can. Coxe Bros. & Co., usually get a somewhat higher 
price than that fixed by the Reading, because of the high grade of coal produced. 
(582). 

Mr. Harris, until recently President of the Reading Company, says that the sales 
agents of the anthracite coal roads have never acted as a unit. It is to their interest 
to act together, but they do not do so. Competition has often been carried beyond 
a point which is to the interest of either producer or consumer. At the same time 
there are conferences among the selling agents of the coal com i)anieH. The Reading 
Companv always issues a circular stating the prices at which it will sell coal. Quite 
frequently other companies follow these prices, but the Reading does nothing to make 
them do so. Last year, in several cases the prices M^ere not followed by others. It 
rests entirely with the companies. The Rc‘ading Company itself varies its prices 
somewhat from those published in the circulars. Moreover, there are differences in 
prices according to the grade and quality of the coal. (599, 603, 604. ) 

Mr. McLeod says that he does not know whether other companies follow the lead 
of the Reading in fixing their prices for coal, but that he believes that when he was 
president of the Reading it had considerable influence in that direction. ('572. ) 

Mr. Childs, of the New York, Ontario and Western Railway, asserts tnat there 
has never been anv agreement between railroad companies or their sales agents to 
fix the pric.e of coal, not even informally. No two companies sell coal at exactly the 
same price. There is a substantial similarity in prices. One company publisnes a 
rate and the others are likely to publish similar prices. When the coal is actually 
sold the price on the printed schedule is not often realized. This is true, according 
to Mr. Childs’s statement, not merely at tide water but at Buffalo, Oswego, and 
other points where coal is shipped West. The price among the different owners and 
dealers at these points is usually about the same, but one company may have an 
extra supply of a certain size and will shade the price a little. It would pay the pro- 
ducer to go from one to the other and get quotations. The variation would probably 
range from 5 to 25 cents per ton. 

Mr. Childs says further that some years ago the sales agents handling the anthra- 
cite coal used to hold monthly meetings and that he attended some of them. The 
time was chiefly taken up by accusations of cutting rates. Meetings have not been 
held at all for about two years. The witness does not believe that there is any agree- 
ment among the larger roads regarding prices, to which his road is not a 
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Such ail agreement would not be effective unless all the roads were in it. Kveii 
though the roads agreeing might control 86 or 90 per cent of the output, those con- 
trolling the smaller output could make the price, especially in a dull period, when 
the demand was less than the supply. (499, 506.) 

Mr. Thomas, president of the Erie B^ilroad, says that there are no agreements 
rc^garding the output of coal or the prices, but that there are consultations between 
the different railroad companies. No business can be carried on without consulta- 
tion. Usually some one of the larger companies, particularly the Reading, leads off 
in prices and the rest follow. The prices of coal vary somewhat also according to 
differences in quality and the tastes of buyers. (554.) 

Mr. Fleming, of the Anthracite Coal Operators’ Association, denies the existeu('e 
of any system of agreements regarding prices. He denies that the price of coal is 
fixed. It varies according to the reputation of the coal and its quality. There is a 
divergence as great as 70 cents i)er ton at j^resent between extreme classes of coal. 
There are no two coals of the same kind. Each company issues a circular of prices 
regarding its own coal. 

The witness admits that there was an attempt at an agreement during Mr. McLeod’s 
time (1892), l)ut says it lasted only 3 months. He does n»)t make I’lear how great 
variations there may he between coals of practically the same quality, lie says 
that the people who have a given cla.ss of coal would all try to get just as much for 
it as the market would allow. Mr. Fleming asserts further that he does not know 
of any meetings of sales agents during the past 6 years. (538, 539. ) 

2 . I^rim of Independent operaton. — Mr. Haddock, independent coal operator, 
declares that he makes the price of his own coal, hut that the rates fixed by the rail- 
road companies are a very important factor in determining the price which he will 
fix. This must nece.ssarily be so because of the large pnqxirtion of the output which 
the railroads handle. Sometimes Mr. Haddock’s company makes a pri('e higher or 
lower; in particular it is likely to shade prices somewhat and to be more responsive 
to changes in the market. In order to move a few^ thousancl tons of coal he might 
make a conces.sion in price, which the railroad companies would not care to meet, 
especially becsause they have so much wider markets. Mr. Haddock has nev(‘rb(!en 
a party to any agreement as to prices, but is governtHl not a little by the prices lixecl 
by the railroads w'hich do agree. (525, 529.) 

Reeent movement of prieea — Efeet of strike and of eomhinnlUm. — Mr. Stearns, 
president of Coxe Bros, k Co., submits detailed statements of the j^rices received by 
that company for different sizes of anthracite coal each month since 1891. The fol- 
lowing table shows the prices of the larger or prepared sizes of coal by months; 


Average f, o. h. tide prken reeeived during years sh<nvn for void mined by ('oxe Bros, dir Co., 
the Cross Creek Coal Company, and Coxe Bros, d* (b., Ineorvoraied, 

PREPARED SIZES (►F ANTHRACITE COAL. 


Perth Amboy. All tide i)oint>!. 

Month. I I ■ 1 "■ 

1900. 1899. 1898. 1897. j 1890. J 1895. 1894, 1893 j 1892. 1 1891. 


i i 

January S3. <44 83.309 $3.66 S3. 6.53 S3.164 i Sil 382 8-3.911 H327 8:1. -’lOl 813 804 

February 3.566 3.349 3.564 3.624 3.197 3 261 3.819 i.227 :3.4(>2 3.722 

Marc;h 3.616 3.317 3.619 3.649 8.152 3.203 3.805 3.97 3.504 

April 3.466 3.416 3.651 3.638 3 311 3.183 3.542 3.676 3.561 3.671 

May 3.577 3.442 3.735 3.656 3.473 3.207 3.579 3.774 3.671 3.728 

June 3.561 3.406 3.787 3,743 8.567 .3.196 ;L611 3. .87 3.803 .3,817 

July 3.707 3.517 3.554 3.807 3.689 3 196 3 61 3.962 :}.945 3.843 

August 3.654 3.477 3,489 3.881 3.892 3.183 3 448 4.0.54 4 078 :}.829 

September 3.896 3.504 3.565 3.937 3.974 3.162 3.375 4.073 4.269 3 874 

f><‘^ber 4.103 3.60 3.579 3.859 3.921 3.216 3.378 4.165 4.263 ,3.937 

November 4.14 3.609 3,523 3.772 3.866 .3.34 3.387 4.068 ! 4.215 3 95 

December 4.248 8.72 3.42 8.589 3.787 8.333 3.329 4.047 i 4.223 3.854 

Average 8.761 3.49 3.589 3.716 3.516 3,237 3 635 ^ iTsi Z/m 


The price of pea coal is usually from |1..30 to |1.50 lower than the price of the pre- 
pared sizes. THie price of buckwheat coal is from |1.75 to $2,25 lower than that of 
the prepared sizes, while rice and barley coal bring prices still lower. The following 
table, compiled from statistics submitted by Mr. Steams, shows the average price by 
yeare for the different sizes of coal and the average for all the sizes. The last figure 
18 of course a weighted one, obtained by dividing the total receipts by the total 
tonnage. (48^91.) / 
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Prices of anthrmie coal, 1891-1900. 



1 1900. 

Prepared sizea 

Pea coal 

Buckwheat coal 

$3,761 

2.324 

1.906 

Rice coal 

' 1.49 

Barley coal 

Pea and dust (screenings 
made at tide shipping 

1.609 

All i^es anthracite coal 

2.815 


I 1899. j 1898. 

1897. 

1 1896. 

1895. 

$3.49 |$3.589 

$3,716 )$3.6J6 

$3,287 

12.21712.198 

2.079 

12.019. 

1 2.289 

1 1. 739 1. 753 

1.684 

1.699 

1.824 

1.402 1.466 

' 1.445 

1 1.362 I 

1.397 


1.56 

1.403 

1.336 

1.604 1.604 

1.487 

1.455 1 

1..567 

2.628 2.636 

2.726 

2.495 1 

2.62.5 


1894. 

1 1893. 

$3,636 

$3,967 

2.513 

2.469 

1.988 

' 1. 769 

1.481 

1.265 

1.424 

1.277 

l.r)38 

1..526 

2.847 

2.991 


1113.81 

2.274 

1.672 

1.374 

1,34 


2.43 

1.706 

1.416 

1.475 


1.489 1,602 
3.086 3.026 


Mr. Saward stated, in February, 1901, that the wholesale price of anthracite coal 
at tide water was about $4.25, In New York and Brooklyn the price was higher, in 
view of the terminal charges and transfer chaises of about 20 cents per ton. The 
lowest price which the witness has known for coal at tide water was $2 or $2.25. 
This was in 1876 when, on account of overproduction, there was an auction sale of 
600,000 tons of coal. That price was altogether extraordinary. Soon after coal was 
selling for $6 per ton, the averse at that period being about $4 or $5 per ton. The 
expense of mining was even higlier now than it was at that time. 

The price of anthracite in Febraary, 1901, was, in Mr. Saward’s judgment, about 
20 or 25 cents higher than one year previous. The increase in wages after the strike 
of 1900 amounted to from 13 to 16 cents per ton. Eighty-five per cent of the cost of 
producing anthracite coal goes to the wages. 

Mr. Saward explains that the largest part of the increase in price after the strike 
of September, 1^0, was due to the regular seasonal fluctuation, which usually 
amounts to from 50 to 75 cents. The demand for coal during the summer months 
is so much less that the price is regularly cut, and advanced again in the fall, 
(510,511,516.) 

Mr. Flemin(> says that the price of anthracite coal in February, 1901, was about 
30 or 35 cents per ton higher than a year before. He thinks the increase was largely 
duo to the strike of 19(X), which made coal very scarce. The price has been com- 
paratively regular from 1897 to 1900. The witness doubts if there has been an 
advance in the average price of more than 15 cents per ton. The i)rices are much 
lower than thev were during the latter part of the seventies and the eighties. 
(541.) 

Mr. CiiiLns, of the New York, Ontario and Western Kailway, says that the average 
price of coal from 1894 to 1900 at tide water was $3.48 jier ton for the jirepared sizes, 
everything above pea coal. The average ^ice for 1900 was $3,756; for 1899, $3,393. 
The price in December, 1900, was $3.75. The advance in price during the winter of 
1900 and 1901 was attributed by Mr. Childs to the strike of 1900, which kept the 
mines practically in idleness for 2 months, and which produced a scarcity of coal 
in the face of a strong demand. The price of coal is controlled almost entirely by the 
supply and demand. The witness questions whether the cost of mining has much to 
do with it. The advance in wages after the strike was supposed to eipial 10 i)er cent, 
but presumably this advance is not in itself a determining factor in prices. (499. ) 

Mr. Walter asserted that the price of anthracite coal at the time of his testimony, 
February, 1901, was reasonable. He thought that the price to consumers was about 
25 cents higher than one year before. He attributes the higher price to the strike of 
1900. (543,546.) 

Mr. Harris, former president of the Reading Company, affirms that the price of 
anthracite coal, after the reduction of 50 cents per ton in April, 1901, wa.s about the 
same as in April, 1900— about $4 per ton for the prepared sizes in New York. The 
April price has a number of times during the past years been as high as it was in 
IWl. The railroads working in harmony have no desire, Mr. Harris thinks, to 
increase prices further. (603. ) 

Mr. Stearns, president of Coxe Bros. & Co., stated that in April, 1901, the prices 
announced in the circulars of the railroad companies were as follows: Broken 
coal, $4; egg, $4.25; stove, $4.50; chestnut, $4.50. From these prices, however, a 
reduction of 50 cents per ton was ordered during the month of Apnl; 40 cents during 
May; 30 cents during June; 20 cents during July, and 10 cents during August. It 
is r^larly the custom to reduce the prices about 60 cents a ton in April or about 
that time on account of the decrease in the demand during the summer months. 
The witness states his belief that the general range of prices in April, 1901, after this 
reduction, was practically the same as the year before. Elsewhere, however, he 



DiaEST:— THE AHTHBAOITB COAL SITUATION. 


OLin 


Btatee that the prices of coal were raised after the strike of 1900 somewhat more than 
the increase in wages secured by the workingmen required. The strike left the mar- 
ket quite depleted of coal. The average price for some time after the stnke was 
about 50 cents higher than before. At pre.sent, however (in April), the market 
is full of coal and the prices which prevailed iinmedialely after the strike can no 
longer be maintained. See also table above. (582, 583, 686, 587, 594. ) 

Price ofcml to consumers.— Mr. Walter says that there is a considerable difference 
between the price of coal to wholesale dealers and the price to consumers. The mar- 
gin between the two prices depends laixely on the character of the facilities of the 
dealer. Many years ago the methods of handling coal were very primitive, but the 
tendency now is to concentrate the business of (listribiition into fewer hands, using 
labor-saving device's, and presumably the cost is reduced. (543. ) 

4 Future effect of community of interest on prices and the public.— Mr. Haddock, inde- 
pendent coalopemtor, thinks that it will not be wise policy for the anthracite com- 
bination to put prices higher than they are at present. He believes that the men in 
charge of the combination are [.robably wise enough not to jeopardize the future of 
their business by insisting upon exti-avagant prices, but he can give no guaranty as 
to their behavior. The question whether the public will receive any benefit from 
the economies of combination will deiiend on how the power of the combination is 
used. There ought to he an attempt so to use* this power that the demand shall be 
increased rather than decreased. The i.iilroads ought to endeavor not to incur the 
hostility of the people. Hostile public opinion was one of the chief causes of the 
failure of the combination which Mr. McU'od undertook. 

It is probably true that a reduction in the price of coal, 50 cents or $1 per ton, 
would increase the consumption considerably, but it i.s debatable whether it would 
1x5 wise to make such re(Uiction i rider present conditions, either from the sUnd- 
point of the producer or of the consumer. It is not wise for the consumer to insist 
upon minevS and railroads being run at a loss. , , 

A very inqiortant factor in determining the future jirice of anthracite coal will be 
the general condition of the ujiintry as regards prosperity. When everyone is pros- 
perous little objection is made to paying a somewhat higher price for anthracite coal. 
(530,531.) , 

Mr. Sawaud does not think that the community of interest between the different 
railroads, which he admits to exist, will result in advancing prices l)eyond the rates 
prevailing in 1901 . It would be the greatest folly for the railroads to attempt to get 
fiigher prices. The present price is a fair and profitable one. There is no danger of 
decreased consumption at the present rates. In a sense the railroads may be said to 
be charging the last penny that the public will stand since a further advance would 
reduce demand. They might have the power to advance prices further but they 
would not exercise it. 

Mr. Saward thinks it is greatly to the interest of the general public and of the 
State of Pennsylvania that there should l>e some agreement as to prices. In the 
abst'iice of such an agreement there has been in the past violent competition which 
has made prices ruinously low and which has forced the railroads into bankruptcy. 
The Heading Hailroad has been repeatedly in the hands of a receiver. If prices were 
not kept up the entire anthracite indiM.y and the railroads connected with it would 
be ruined. (513,517.) 

]\Ir. CrKEENE, of the Audit Company of New York, formerly connected with the 
anthracite coal business, thinks that whatever degree of monopoly might be estab- 
lished within the anthracite coal field, it would lx* {)hysically impossible to put up 
the price of coal for any length of time. Anthracite coal is to a certain extent a 
luxury which can be dispensed with. There is severe comjietition from bituminous 
coal. FySfiecially in Chicago and other Western cities a high grade of bituminous 
coal is very largely burned in grates and furnaces, only a small proportion of the 
total Coal used being anthracite. Then there is the competition of oil and gas for 
heating and cooking purposes. Some time in the future it may re^ily be that in 
our great cities heat will be furnished by large electric plants burning bituminous 
coal. Already in New York one building is heated in this way. 

Mr. Greene does not think that a combination between the anthracite producers 
and the bituminous producers, with a view to keeping up the price of both classes of 
dial, is feasible. The bituminous coal fields are not limited like the anthracite. 
Bituminous coal underlies a large part of the whole country. When, a few vears 
ago, a great strike occurred which was supposed to affect practically the whole field, 
coal kept coming to the market from other places. 

Mr. Greene is willmg, accordingly, to trust to the ordinary forces of competition and 
business to relate the prices of anthracite coal. This must be the reliance in 
every trade, just as one comer grocery is counted upon to keep down the prices of 
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another corner grocery. The main reliance is on the enlightened selfishness of 
producers. The limit of the price of anthracite coal has probably already been 
reached. (469,470.) 

Mr. Stearns, president of Coxe Bros. & Co., does not believe that it will be possi- 
ble for the anthracite coal roads, by virtue of their recent combinations, to put the 
price of coal up to an exorlu’tant figure. He supposes that about 80 per cent of the 
railroads are working under a community of interest That proportion is not suffi- 
cient to give monopolistic control in the fixing of prices. The 20 per cent could break 
the market at any time. The witness does not think either that it has been or will 
be the policy of the railroads to follow the small producers into particular markets 
and cut the prices there in order to drive them out of business. The competition of 
i)ituminous coal and other substances is especially powerful in keeping down prices. 
The witness thinks that the prices during tne winter of 1901 have been about as high 
as the market will stauiL (1)86, .587. ) 

Mr. Harris, until recently president of the Reading Company, says that if there 
were absolutely free competition among the anthracite roads, and if each produced 
all it could, the price of coal would be undoubtedly reduced, but he does not believe 
that the people are benefited by ruinous competition. It is not the purpose proba- 
bly of those who are buying controlling interests in the different railroads, with a 
view to bringing them into harmony, to give the advantage wholly to the public. 
They are making the combination in order to prevent ruinous competition and the 
sacrifice of securities. No combination of this sort can be made powerful enough to 
govern the situation absolutely. None of the jilans of this sort m the past has ever 
worked successfully. 

The railroad compani(‘s recognize very generally, however, that it is not to their 
financial advantage to put the jiriee of coal higher than it is now. It would imme- 
diately increase the comjietition of bituminous coal if this w'ere attempted. (603, 609.) 

Mr. McLeod does not think that it will be possible for a combination among 
anthracite producers and transporters to put up the price of anthracite coal to an 
unreasonable figure. On the contrary, prices could be reduced by the economies of 
combination. If the attempt were made to advance the prices the people simiily 
w’ould not take the coal. Anthracite coal is virtually a luxury and people are not 
compelled to use it. The competition of bituminous coal and of other methods of 
heating is effective upon prices. The vvitness thinks, how'ever, that the present 
prices (April, 1900), are not as high as they should k; in order to afford a reasonable 
profit to the railroads and that it would be possible to put them somewhat higher. 
Aside from competition, a further safeguard to the people against excessive charges 
is alwavs the power of public opinion. (569. ) 

Mr. flADDocK, independent coal operator, thinks that the suggestion that 6 or 10 
IHT <‘ent of the anthracite coal product outside of a combination, would be able to 
fix the price for the entire jiroduct would be absurd. (532. ) 

5. Effect of competition of bituminous coal and other fuels . — Mr. McLeod, former 
oresident of the keading Railroad, asserts that in 1896, the last year for whicli he 
has accurate figures, only 71.72 per cent of the anthraciite coal produced was of the 
domestic sizes, while 28.28 per cent was pea coal or smaller coal. In 1872 only 5.92 
per cent of the coal sold wasof this smaller size; in 1878, 10 per cent, and in 1888, 19 per 
cent. Formerly the smaller sizes were thrown aw ay altogether, but ways have been 
found to niarket them and the old dumps are being worked over. 

All this smaller coal, continues Mr. McTjeod, comes into competition with bitumi- 
nous coal, and since bituminous coal can be produced at about half the cost of anthra- 
cite 28 j)er cent of the anthracite product has to be sold at a loss of $1 per ton on the 
average. That is to say, it is sold for $1 less than the average cost of producing a ton 
of coal of all sizes, ft costs as much per ton to produce a small size as the larger 
sizes. In fact the larger sizes can not be made without making the smaller sizes. All 
the coal coming from the mine is crushed in order to get the different domestic sizes. 
It is then run over screens, and after this through troughs where little boys pick out 
the slate. As the <'oal passes over the screens the finest goes through first. Then 
the coal passes successively over screens with larger meshes and the larger sizes are 
obtained. In order to get the laige sizes, which bring the higher prices, the smaller 
sizes are necessarily manufactured. It jmys better to sell them at a low price than 
to throw them aw^ay. Nevertheless, Mr. McLeod declares, the loss of #1 per ton on 
the smaller sizes must k‘ made up by prices for the larger sizes. The a^regate 
price for all sizes must be sufficient to ])ay the aggregate cost of all sizes. Tnere is 
no use for these smaller sizes except in competition with bituminous coal. (562, 
667,569.) 

Mr. Stearns, president of Coxe Brothers & Co., says that the sizes of coal from 
cheftnut up are called prepared sizes. The largest size is known as lump or broken 



DIGISST:— THB AirTHRAOTTE OOAt SITTTATIOif. 


CtV 

coal. The sizes from pea coal down are called small sizes. The largest increaae in 
demand for anthracite coal in the last few years is for small sizes. Only a few years 
ago pea, barley, and rice coal were thrown, away. These small sizes are only a 
by-procluct incidental to the “manufacture " of the larger sizes. Twenty years ago, 
or less, there was a much greater demand for lump coal. Ten to 20 per cent of 
that could be sold. Now the demand is for stove coal and other intermediate sizes. 
More thorough breaking up is therefore necessary, and the percentage of pea coal 
and other small sizes is thus necessarily increased. (578, 583.) 

Mr. Stearns lielieves that it is impossible to put the prices of anthracite coal very 
high liecause of the competition of other fuels. The larger sizes are somewhat of a 
luxurj', and the smaller sizes compete directly with bituminous coal for steam pur- 
IMises. The household consumption of coal is being met with competition from gas 
stoves, while in the apartment houses bituminous coal is burned in ttie steam heating 
and other heating apparatus. While the producers of anthracite do not calculate 
upon a definite differential between the prices of the larger sizes of anthracite coal 
and tile prices of bituminous, they can not advance the price of anthracite to an 
exorbitant extent without running the risk of having it supplanted by soft coal. 
The consumption of soft coal is increasing more rapidly than that of hard coal, and 
it promises to Ije constantly a more serious rival. The small sizes of anthracite coal 
come into direct competiton with bituminous coal (583, 585. ) 

Mr, Tiiom.\s, president of the Erie Hailroa<l, a.s8erts that under no circumstances 
can excessive prices be charged for anthracite coal. Anthracite is not a necessity but 
a luxury, used because of its greater cleanliness and convenience. The comiietition 
of bituiiiinoiis coal is constantly growing. The initreased demand has been chiefly 
in the smaller sizes used for steam pur{)oses, which meet the competition of bitumi- 
nous. There is little increase in the consumption of the larger or prepared sizes. 
This demand grows only as thenumberof dwelling houses increases, and the increase 
of houses is more than offset by the competition of coke, gas, oil, and other methods 
of heating, and by the develof)ment of larger apartment houses which do not use 
anthracite. The consumption of bitumimais coal is increasing ata much greater ratio 
than that of anthracite. (555. ) 

Mr. Haddock, independent coal operator, thinks there is a distinct limitation upon 
tli(‘ price of coal through the competition of bituminous coal, gas, etc. The present 
prices, since February, 1901, are probably about the top. About 25 to 30 percent 
of the production of anthracite coal at present is represented by the small sizes, pea 
coal, buckwheat coal, etc., which come strictly ink) competition with bituminous 
coal for steam purposes. It is true that someof this smaller coal is now being reclaimed 
from the old culm heaps, change in market conditions having made it profitable to 
do so. Mr. Haddock’s own com})any feels that it pays better usually to send the 
material in the culm heaps down into the mines to ik* used as sustaining pillars. 

Further competition is encountered by anthracite coal by tin* use of gas, esp^ially 
in the summer time. Moreover, even at ])resent prices, plants are lieing established^, 
sii<‘li {w tl)at of the New JOngland Gas Gompany, which, using bituminous coal, fur- 
nish light, heat, and power, and make coke. Though prices inight be forced up to 
an extravagant figure for a short time, a reduction would be bound to follow. (528, 
529.) 

Mr. CniLDS, of the New York, Ontario and Western Railway, says that bitumi- 
nous coal competes severely with the sizes of anthracite coal which are used for steam 
purposes, including lump coal, broken coal, and the finer sizes below j)ea coal. Over 
40 per cent of the anthracite coal is steam coal. The proportion is greater than 
formerly, because a larger share of the fine coal, which was formerly thrown on the 
culm piles, is now utilized. Moreover, the old refuse in the culm piles is now being 
work^ over. The demand for dome8ti(! sizes of anthracite, with which bituminous 
coal com^tes to a less extent, has not increased so much as the demand for steam 
sizes. When the price of anthracite is put up, bituminous coal tends to displace the 
steam sizes of anthracite. Moreover, in Chicago and other Western cities the 
demand for anthracite coal for domestic puriioses is relatively much less than in 
Eastern cities, more soft coal being uscil. 

The competition of bituminous coal is held by Mr. Childs, accordingly, to place a 
limit upon the price of anthracite coal. Just what the maximum would be he does 
not know. It is true that there has been no falling off in business in view of the 
recent increase of 30 cents per ton in the price of anthracite, but it would not be 
advisable to make a further increase of 50 cents. (501, 502. ) 

Mr. Harris, former president of the Reading Company, asserts that the price of 
anthracite coal is quite strictly limited by the competition of bituminous coal and of 
gas. Electricity is a product of the second order produced by coal, so that it can not 
be called a direct competitor. ( 602 . ) 
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Mr. Fleming of the Anthracite Coal Operatorn* Association, asserts that bitumi- 
nous coal is most emphatically a competitor of hard coal. The consumption of 
anthracite is, in fact, falling off proportionately. Gas and steam are replacing it in 
office buildings and in houses. (537, 541.) 

Mr. Walter says that bituminous coal comes into competition with the smaller 
sizes of anthracite under many conditions. Fully 35 per cent of the anthracite prod- 
uct is subject to this competition and the proportion is constantly increasing. ( 548. ) 

Mr. Sawari), of the Coal Trade Journal, does not think that bituminous coal and 
anthracite coal enter into competition with one another at all. Kach has its distinct 
use and value. Soft coal is not burnt in houses, at least in the East. It is true that 
some of the minor grades of anthracite coal have lately bc'en pushed for use as steam 
coal. ]\luch of this <‘oal was formerly wasted. These grades sell usually at a lower 
price. Tin* witness <loes not see, however, that the comj)etition between these coals 
and soft coal is an important element in fixing the price of other grades of hard coal. 
It is true that a large iimount of soft coal is used in cities which try to prevent the 
sim^ke nuisance, methods having been devised for doing away with the smoke in 
the cas(‘ of bituminous coal. The proportion of the anthracite coal used for steam 
pur[K)ses is hardly more than 25 per {;ent. Formerly perhaps 40 i)er cent was used 
for these piirjwws, but gradually domestic coal is being made out of coal that 
formerly went into the largest steam sizes. Mr. Saward admits, however, that when 
the })rice of anthracite coal went up in 1900, as the result of the strike, there was an 
increased demand for bituminous coal, resulting in some instances in a higher price. 
(510,512.) 

Communitii of coal— Mr . Haddock, independent coal operator, 

thinks that there is a growing application of the idea of comnuinity of intere.st as 
regards bituminous coal. There have been agreements between the great railroad 
comf)ani(‘s regarding prices, and their violent competition is at present ended. All 
such agreements, however, d(?pend for their success upon the prosperous condition 
of the country. When the demand for coal falls off the agreements are likely to be 
brok(‘n. (531.) 

Mr. Fi.kming, of tlu^ Anthracite Coal Operators’ Association, says that he knows 
of no association of soft-coal dealers or producers in New York. Most soft coal comes 
to the seaboaid as the propert^y «)f individual operators. Some of the large soft-coal 
C()mpani(’S buy the product ol* the smaller companies and ship it, as in tln^ case of 
the anthracite Held. (539.) 

(). Eroiioiiiii'H <111(1 adrantages of eommunihj of interest. — Mr. Walter, of the Lehigh 
Valh'v Railroad, says that he sees no tendency to bring the ndning and handling of 
coal iuh) fewer haud.s. At the same time he believes that the practice of acting in 
harmony is a great advantage. Under the (;om{)etitive conditions w hich have existed 
in years gone by it luis been difficult to discuss the intricate questions of business in 
a reasonable manner without prejmiice on the part of the different concerns. The 
witness tliinks that any arrangement which will promote harmony will ultimately 
benefit the consumer as well as the producer. 

The economy of combination will not, however, in Mr. Walter’s judgment, come 
especially in connection with the transportation of freight by shipment from the 
nearest regions to the respective inarketa. The anthracite coal from one region 
differs greatlv from that from another. The different markets demand particular 
classes i)f coal for particular purposes. In a very cold country the people prefer the 
very hard coal, while in a warmer section they use a softer grade whicli bums more 
rapidly and consumes itself entirely. (544.) 

Mr. McLeod declares that it is very desirable from the standpoint of the public, as 
well as of the producers and transporters of coal, that the business should be carried 
on by great corporations working in hannony with one another. He lielieves the 
more the subject of combination among the anthracite roads is studied the more the 
plans will l)c approved by the people. A close control of the business by these cor- 
ixirations will produce better results than ruinous competition which would so injure 
thi; producers and transporters that they would ultimately have to charge people 
more for coal. The fact that anthracite coal can be sold only about six months of 
the year makea it especially necessary that great corporations should produce the 
coal, having capital suflficient to store it and to carry large quantities for several 
months. In the case of bituminous coal, where the demand is uniform and where 
the methods of production are simple, there is less occasion for combination. Anthra- 
cite coal is pr^tically a manufactured commodity, and large investments in breakers 
and other mcilities are necessary. In the opinion of the witness people are getting 
coal cheaper now than ever before as a result of the conduct of the business by large 
operators and of the increasing harmony between the railroads. 
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Mr. McLeod, who was especially active during his presidency of the Reading in 
bringing about community of interests between the different anthracite roads, 
declares it was his idea to benefit both consumers and corporations by bringing all 
the interests into harmony. He designed to give the people half of the profits from 
economy, and to pay dividends with the remainder upon stocks which had previously 
paid none. In his judgment there was no danger nor possibility that such a combi- 
nation should raise prices and injure consumers. 

One of the chief economies which Mr. McLeod planned and which he thinks 
should still be carried out was by the elimination of middlemen. The witna‘<s declares 
that it costs him $1.50 a ton more to get coal into his cellar than the retail dealer in 
New York pays for it. There are twice as many dealers in every town as are neces- 
sary. The fact that there are so many makes it necessary for tnem to have a large 
percentage of profit in order to live at all. Mr. McLeod thinks that the distribution 
of coal should take place directly to the consumer from the railroad. He would 
establish large depots in each city, having coal pockets from which coal could be 
shot directly into the carta of those who would take it to the consumer. At present 
it is hauled to yards of coal dealers and then reloaded again at unnecessary expense. 
One pocket station in connection with each of the railroads reaching \^^ashlngtoM 
from the north would be ample to supply the entire city. Mr. Mcl^od thinks that 
by this method of distributing coal it would not cost more than from SO to 50 cents 
to get it from the railroad to the consumer instead of $1.50 per ton. The only way 
in which such an economy can be brought about is by combination among the 
railroads. 

Mr. M(‘Leod says further, that there is usually a considerable degree of comi>ctition 
ladwet'u ndail coal dealers, although in some cases they have associations which com- 
bine t<j keep up prices. He thinks many retailers deliver short weight. (508, 509, 
575. ) 

Mr. (Ireene, of the Audit Company of New York, formerly concerned in the 
anlhracite-coal business, declares that there is a tremendous economic waste in the 
production and transpirtation of anthracite coal, which makes desirable community 
of interest, and especially consolidation of the different interests. Although anthra- 
cite coal is confined to a small area of about 400 sipiare, miles, and is in a sense a 
natural monojioly, the ownership of the field is so greatly divided among inclividuals 
and different railroads that business is most uneconomically comlucted. In the first 
place, each railroad feels that it must have tonnage. The railroads have gone into the 
mining of coal principally to secure transportation for themselves. The result is that 
coal is often hauled longer distances and over steejwr grades than would be necessary 
if some other railroad handled it. Another result is that many mines which are very 
ex pensi ve to work are operated in order to give tlie railroads tonnage. There is a great 
difference in the expensiveness of operating mines. Many of the mines of the Read- 
ing Railroad, for example, are especially expensive to operate, and this is true of the 
whole southern pthracite field. The character of the coal and the manner of its 
distribution is slightly different in other regions. 

Another economic waste under the present system results from the facd that the 
railroads and the other producers do not market their coal properly — do not know 
how much coal is going to one place or another. The fact that each railroad has a 
large number of selling tigents and other subordinates constitutes an economic waste. 

In view of these wastes from competition Mr. (Ireene thinks that it wouUl be 
advantageous, not only to the railroads but to the general community, to have an 
absolute consolidation of ownership of the railroads and the coal mines. To some 
extent community of interest, withoutabsolute consolidation, would effect economies, 
but much less satisfactorily. For example, it would be impossible under mere com- 
munity of interest to transport the coal which now passes over the Lehigh Valley 
road or the Reading to the Central Railroad of New Jersey, yet it might be much 
more economical for all the coal from certain districts to be handled by one road. 

The witness thinks that by virtue of the economies of consolidation it would be 
possible to save fully $l per ton in the case of mining and transpcjrting anthracite 
coal. He l)elieves further that part of this saving would come to the consumer, and 
that it is to the interest of the general public to compel consolidation rather than the 
contrary. Probably 60 cents of the $1 saved would go to the consumer, and a similar 
amount or leas would go in the form of higher dividends to the railroads. At the same 
time the condition of the coal miners would beimproved. The witness admits that there 
might be some question whether, by virtue of monoix)ly, the advantage of economies 
mi^ht not all go to the owners without a reduction of price, but he thinks that the 
various other forms of heating which compete with anthracite coal wdll always 
keep down its price, and that the pressure of public opinion would also Iks effective. 
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We can rest perfectly sure that the public in the long run will get the benefit of 
economies through consolidation. (468-473.) 

Mr. Thomas, oi the Erie Railroa^l, says that in the early days the anthracite-coal 
industry was highly profitable, and operators took little care to introduce economic 
methods. The same was true of transportation, and the methods are still exceedingly 
extravagant. For instance, there are mines on the western side of the I^kawanna 
Valley up on the hill, from which coal is hauled down into the valley and up the east- 
ern side toward tide water; while mines on the eastern side of the valley <arry coal 
<lown into the valley md up the hill on the other side going west. The Erie by its 
acquisition of the Erie and Wyoming Railroad expects to eliminate some of this 
waste in transportation. (556.) 

Mr. Hakris, until recently president of the Reading Company, supposes that a 
considerable economy might be effected by a community of interest or combination 
between the anthracite-coal roads. The cost of marxeting especially could be 
reduced by eliminating many middlemen and commission merchants and putting 
the selling of coal strictly into the hands of the agents of the railroad companies. 
(599. ) 

Mr. WooDLocK does not think that there can be any .special economy effected by 
the <-ommon ownership of the anthracite coal roads or coal mines. There can be no 
physical union of the pro|>ertieH in most cases. Undoubtedly, however, a great 
economy would result from the establishment of a single selling agency. (452. ) 

Mr. Haddock, independent coal operator, says that there are some arguments in 
favor of combination in the anthratnte business, especially because of the possible 
economy. Thus, there are four or five different operations in laizerne County, and 
it would be better for everybody if they were combined into one. (534. ) 

G. Capitalization of coal roada and of reserve coal lands.— 

1. Cajriialization and reorganizations of the, anthracite roads generally. — Mr. Woodlock, 
railroad editor of the Wall Street Journal, declares that it is generally recognized that 
the Reading and Erie railroads are heavily overcapitalized. The bankruptcies of 
the Reading have been largely due to its great capitalization based on un worked coal 
lands. Tile fact that after 4 years of .steady pro.six‘rity the common stock of the 
reorganized Reading (bmpany sells only at 30 (February, 1901), shows necmsarily 
over-capitalization. In the reorganizations of the Reading and the Erie securities 
were increased rather than diminished. Tims, the Erie formerly had a capitalization 
of $70,(XK),(X10 common stock. Now it has about $50,000,000 preferred stock and 
$112,000,IX)0 of ciunmon stock. The common until very recently was scarcely worth 
anything. When Mr. J. J. Hill Ix'gan buying stock recently it went up from 15 to 
30, but it is still worth less than the old Erie stock was worth 8 years ago. (456. ) 

2. Cnpdalization of the Reading 0>mpawi/.— Mr. Harris, until recently president of 
the Reading Company, says that the pre.sent capitalization of the Reaifing Company 
includes $28,000,000 of first preferred stock, $42,000,000 of second preferred stock, 
$70,000,000 of common stock, and $63,000,000 of general mortgage bonds, besides 
other earlier bonds not yet matured. The bonds are gradually being increased, a 
provision of the mortgage authorizing the mldition of $20,000 at a rate not to exceed 
$1,500,000 a year. When the maximum amount is issued there will be $135,000,000, 
mrtly covering prior bonds now not matured. The present capitalization of the 
Reading Company and its leased lines is approximately $250,000,000 of stocks and 
bonds. The w itness believes that this sum is greater than the amount of the securities 
of the company before the reorganization of 1896, but the interest is lower, so that the 
fixed charges are less, ard the increaMe in the stocks is less important because a com- 
nanv does not go into bankruptcy wdien it fails to pay dividends, but it does go into 
bankruptcy when it fails to pay interest. The witness is not especially familiar with 
the financing of the Reading Comimny, whi<;h was conducted by the takers anil 
owners of the railroad. There is no connection between the volume of securities and 
freight rates. The rates are made by freight agents, and the chief influence deter- 
mining them is the rate made by competitors. (597, 598. ) 

lieceivership of the Reading Railroad.— Mr. McLeod says that the Reading Rail- 
road has been in the hands of receivers four times. Some of these bankruptcies 
were caused by the fact that the company has increased its debts too largely m the 
purchase of coal lands. It has tan forced by ruinous comjietition to sell coal below 
cost, and could not earn interest. 

Mr. McLeod explains the receivership of 189.3 under his administration as follows: 
The Reading had leased the Lehigh Valley and Jersey Central, and found that 
those compani^ had $13,000,000 invested in coal on hand and in carrying the 
accounts of individual operators. The Reatling did not have that much capital, and 
Mr. McLeo<l had to liorrow $8,000,000 as a floating debt. At this time the panic of 
1893 began. The w'itness bad arranged to sell securities to get a working capital of 
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$17,500,000 out of which to take up the floating debt of $8,000,000, but on account 
of the panic the securities could not be issued and the Reaaing was forced into 
bankruptcy. (57.1.) 

Mr. Kick, president of the Consolidated Rubber Company, states that some years 

S rior to 1893 he was invited to join a syndicate to purchase the control of the Phila- 
el])hia and Reading Railroad. The syndicate wa.H formed at the instance of Mr. 
F. B. Gowen, but at his death the burden was left unon Mr. Ric^e. A great deal 
more than a majority of the stock was bought, an<l although the company was at 
that time controlled by a voting trust, the control drifted into the hands of a syndi- 
cate, and Mr. McLeod was made president. The witnes.s found that it would l)e 
advisable to reduce the road’s indebtedness tus it then existed by converting the 
income bonds into stock, and he prepared a plan for reoiganizing the company under 
the name of the Reading Company. He went to Europe in 1891 to.see the holders 
of bonds there, and dunng his absence Mr. McTx'od lx'.gan to pay interest on the 
income bonds, whereupon the holders of them were no longer willing to exchange 
them for stock. It was afterwards shown that this interest had not been actually 
earned, although the books had apparently shown that it had Ix'en eariUMi. 

Mr. Rice says further that at this time an attempt was made to secure the control 
of the New .fersey Central and the Ijchigli Valley railroads. Both were leased. 
This increased the coal holdings of the Philadelphia and Reading enormously and 
re(|uired additional money. Mr, Rice went to Europe and secured the })le(ige of 
$13, 01X1,000 on the issue of bonds, but, much to his astonishment, after the bankers 
had paid in $5,500,000 in cash, on February 1, 1893, the railroad was put into the 
hands of a receiver on February 20. The witness then went into litigation to have 
the management of the railroad investigated by the Uniti'd States circuit court. He 
believes that om^ of the chief troubles leading to the bankruptcy was the attempt 
made by Mr. McLeod to control the Boston and Maine, the New Jersey and New 
England, an<l other interests which he wius not able to control. 

Mr. Rice asserts further that the Reading (Company had been counting as assets 
various credits which were really of no value, and that the public was thus deceived 
prior to the bankruptcy. ( 737-739. ) 

4. Attempt of Reading Railroad to enter New England /err dor?/.— Mr. McLkod 
exi)lains the motive which led the Reading Railroad in 1892 to attemjit to get control 
of the Boston and Maine and New York and New England railroads. It has been 
a well-recognized rule among the anthracite-coal roads for years that each has the 
right to haul the coal destined for roads controlled by itself. By aciiuiring the Bos- 
ton and Maine and New York and New England the Reading could add to its ton- 
nage about 3,500,000 tons, and could do it without prec ipitating a tight between the 
railroads. 

Mr. McLeod says further that the Reading did not buy a controlling influence in 
the stock of the Boston and Maine. Enough stock was bought to give Mr. McLeod 
a standing with the other stockholders, and then largely through personal influence 
he persuaded them to make him president. (507, 574.) 

5. Capitalization of the Ontario and Western Railwai/.—Ur. Childs, of the Ontario 
and Western, says that this railroad was reorganized in 1880. It had originally been 
built chiefly on the proceeds of bonds issued by towns. It was called a road without 
debts or traffic. It had over $80,000,000 of bonds and was S(dd out for about $4,000,(MJ0. 
The present capitalization, including stock and bonds, is alKiut $58,000,000. At the 
time of refu’ganization the holders of bonds were allowed to take common stoi'k if 
they would jiay an assessment of 20 percent; most of them did so, and the capitaliza- 
tion was thus increased about $50,000,000. The controlling interest in the stock is 
not held by a few men. The iireferred stock is mostly represented by a voting trust. 
(502,503.) 

fl. Capitalization of coal lands and its effect on priceR. — Mr. Haddock, indefiendent 
Coal ojierator, says that the Philadelphia and Reading Railroad, whiidi bought 100,000 
acres of coal lands during the early seventies, was forced into this action largely by 
its competitors. The New York Central, the Delaware*, Lackawanna and Western, 
the liehigh Valley, and the Pennsylvania roads were all coming into the Schuylkill 
field and acijuiring coal proiierties. Another factor, which led independent ojierators 
to sell out at that time, was the violence of the Molly M^uires, who made it very 
unjileasant for a man to remain in the mining business. Since these early purchases 
the Reading has acquired other coal property, directly or indirectly. 

Mr. Haddock thinks that the capitalization of the Reading road, in order to carry 
its 100,000 acres of unworked coal lands, has not only resulted in the bankruptcy of 
the road but has also affected the price to the consumer. The amount invested by 
the Reading Company in coal property was about $50,000,000, and the interest at first 
was 7 per cent. This was an annual charge of ^1,600,000, while the company did 
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not at the outset produce more than six or seven million tons yearly. The witness 
thinks that the amount of the Readinpr’s debts for coal lands has not been cut down 
materially by reorganization, although the rate of interest probably has been cut 
down. There is constantly an effort to get out of the consumer interest on unde- 
veloped land h(‘Id for the 'supply of 50 years to come. The effort has not always 
been successful in the i)ast. (52.% .534.) 

Mr. Greenk, of the Audit Company of New York, says that in some cases w’here the 
railroads have capitalized anthracite (‘oal held in advance of actual operation, the 
people are (loubtless ptiving prices and railroad charges which return some dividend 
on such investments. 1 n gtaieral, however, the charges based on these investments in 
coal lands have Ixjen squeezed out by reorganizations. Mr. Gowan, of the Reading 
Railroad, tried thirty yeans ago to buy un the (;oal pro{)erties contiguous to that 
line, and to earn freight rates which would support the capital invested. He failed 
in this undertiiking, since the rates and prices (“ould not be kept up. The Reading 
has b('en twice' reorganized. It is true that in the ca.se of these reorganizations the 
total volume of stocik and bonds has not been reduced, but the absolute fixed charges 
have been j'educed. That is, bonds rcipiiring payment of interest have been replaced 
by i)referrt*d and common stocks, and rates of interest on bonds are also lower. It 
is proliable, Mr. Greene continues, that the present movement toward the consolida- 
tion of anthracite 'roads is partly designed to permit the earning of interest on the 
preferred stocks which have been substituted for these old bonds. The same is true 
of many railroad reorganizations and recciiit consolidations. (472.) 

Mr. fl.MiRis, late president of the Reading (k^inpany, says that the various bank- 
ruptcies of the Beading Company have urnloubtedly been due largely to the fact that 
it had bought up a large amount of coal land in advance of ilevelopment. Most of 
these purchases were inade at a very early time by Mr. Gowan. The witness is 
inclined to think that he did push that jiolicy of buying up lands too far in the same 
way that the Reading and other railroads have made the mistake of building rail- 
roads too far in advance of the demands of traffic. The bankruptcy of the Reading 
Comjiany has also been due to exc(\'^sivc competition between the railroads. If, 
however, it had not been burdened with debts, it would, of course, have been in a 
better condition to sustain that competition. 

Mr. Harris thinks further that although the interest charges of the Reading have 
been reduced by reorganizations, and although there are now no specific interest 
charges based on the coal lands separately, it is undoubtedly true that the interest 
on these lands is still a cluuge upon the road. That is, if the Reading had spent 
less money in coal lands, it w'ould now have less interest charges. Practically, how- 
ever, this charge is taken from the stockholders who fail to receive dividends. 

Mr. Harris explains further that one reason why the Reading has developed its 
lands slowly is because many of them are very expensive to work, and the coal 
could not be taken out in competition with that of other mines which were W'orked 
more cheaply. In the future, since the more accessible coal is rapidly being 
exhausted, the Reading lands will become more valuable and can be operated. 
(fi04-006.) 

Mr. McLeod does not think that the intere.st on the capital invested in reserved 
coal lands by the various railroad companies has a<lded to the price to the consumer. 
He thinks that the econojnies (nming from the large investments of the railroad 
companies have low’ered price.s. Nobody has made much money in mining coal 
except a few individuals who were especially favorably located. The Reading Rail- 
road actually invested cash to the amount oF ^)75,(X)0,()00 in coal lands between 1870 
and 1876. it has, however, been forced to sell coal as cheaply since this debt was 
incurred as l)efore, and has had to compete with other milroads and producers. The 
large capitalization of the Reading in stocks can not influence prices, because no divi- 
dends nave l)een paid for a long time. The Reading has $112,000,000 of stocks 
earning no dividends. The Lehigh Valley has $40,441,000, the Erie $172,000,000, 
and theNew^ York, Ontario and Westeni $.58,113,000 of stocks earning no dividends. 
The total of such stocks for the four roads named is $382,554,000. (568.) 

Mr. Sawakd dot‘8 not attribute the bankruptcy of the Reading Railroad so much 
to the attempt to pay interast upon the bonds i^ued to purchase coal lands held 
undeveloped as to the excessive competition lietween the various producers of coal 
forcing down prices unduly. It can not be said that the people have been forced to 
pay higher prices for coal because of the lai^e capitalization of the Reading road. A 
large part of its capital is in the form of stocks and these have not paid dividends, so 
that the earnings on them can not be counted in price. It is true that bonds were 
issued for some of the coal lands. The Reading has coal enough to last for 1(X) years. 
In a certain sense the consumer is paying the carrying char^ on the investment in 
these future supplies of coal, but the witness doe.s not think that the amount of this 
interest charge adds more than 5 cents jier ton to the price of coal. Although the capi- 
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talizationof the Reading is 1250,000,000, that is the basis for agreat deal of other business 
brides the anthracite business. The road carries about 10,000,000 tons of anthracite 
coal, 5,000,000 tons bituminous coal, and 30,000,000 tons of general freight. More- 
over the coal deposits in various other regions are being rapi(ily consumed, and the 
public will be glad later that the Reading has such a large supply. (517-519. ) 

Mr. Thomas, of the Erie Railroad, says that originally the cost of carrying the 
inU^est on the money invested in undeveloped coal lands by the Reading Railroad 
may have been added to the prices or freight rates, but that t he Reading has repeatedly 
gone through bankruptcy, and that it can secure no higher rates than the otlier rail- 
roads which have not the same hurden. (555. ) 

Mr. (hiiLi)s, of the Ontario and Western Railrotwl, says that the two coal companies 
whi(!h that railroad controls have in the neighborhoa«l of 50,000,000 ton.s of coal in 
the ground, the j)roduction at present being about 2,000, (M)0 tons per year. The 
witness thinks that it is proi)er to earn diviaends on the investment in coal lands. 
It costs a great deal to start o{)erations, put in breakers, shafts, tracks, etc., and 
thereafter the field must, of course, be worked for a good many years. Railroads 
entc'ringthe anthracite field have also large investments in their transportation faidli- 
ties, and it is the part of prudence for them toac(piire coal land enough to make sure 
of business as long as the life of the bonds of the railroads. (503, 504.) 

Mr. Rice, who was formerly connected with the Reading Company, says that in a 
sense it is justiliable to capitalize the value of coal in the ground, but it is very diffi- 
cult to know what its actual value is. The net value is very different from the gross 
value as shown by the present selling prices. There is no knowing whether the coal 
can be profitably mined. The value of the coal in the ground depends a great deal 
upon the general jiublic opinion of investors as to what it will probably be worth. 
(789.) 

7. Ovemiplt(iHz(iti(/n remliinff from recent purclntjac'i and ronmtidatiom. — Mr. Wood- 
LocK declares that the price paid by the Erie Railroad for the prodiudion of the 
Pennsylvania (''oal Company in 1900 was the highest ever paid for a block of coal 
lands. Ronds were issued to the amount of $82,000,000, bearing 4 per cent inter- 
est. This represents an annual burden of $1,280,000, tsjual to from 50 to 00 cents 
on each ((ui of the annual output of coat from these lands. It has been considered 
that the Reading Railroad j>aid a high price for its coal lands, which stand on its 
books as having I'ost $70,()00,(X)0. But if the i)roportion of the total anthracite pro- 
duction belonging to the Reading should be cajtitalized at the same rate per ton of 
annual product as the amount paid for the Pennsylvania Coal Company, the capital- 
ization of the Reading lands would be $125,000,000. 

In the case of the purchase of the control of the Jersey Central Railroad by the 
Reading Railroad, the Reading paid $160 per share for 50 per cent of the Jersey Cen- 
tral’s stock, and has issued 4 per cent bonds therefor. This is the highest price for 
the Jersey Central’s stocks since 1881. The Reading undertakes a fixed charge of 
$920,000 per year, w^hich must be forthcoming in good or bad times. 

Mr. Woodlock does not believe, how'ever, that the heavy caiatalization of the 
anthracite coal roads will have much effect uj)on jirices of coal 1o the general publii;. 
If the railroads could get a big price for coal they would, of course, try to do so, but 
the witness believes that they realize that it is not judicious to attempt to do so, on 
account of the falling off in demand. What is needed is a steady market. (453- 
455. ) 

Mr. (Jreexe, of the Audit Company of New York, admits that some of the recent 
coinbinations and purchases by the anthracite coal roads have considerably increased 
capitalization, lie does not think, however, that the fact that consolidation has 
been effected at high prices and at a time when all securities are high, will necessa- 
rily mean an increased burden upon the i)ublic. Consolidation will often create 
traffic, increase profits, and ultimately give the public the benefit in better service 
and lower prices. The witness questions whether a new railroad could be built into 
the anthracite coal field for less money than the capital of the existing roads. (475- 
476.) 

Mr. Haddock, independent coal operator, says that the price paid in the purchase 
of the Pennsylvania Coal Company was so high that the annual interest charged on 
it will amount to alwut 50 cents i)er ton of output. (534. ) 

H. Duration of iupply and coat of mining.— 1. Supphj of anthracite 
cod,~Mr. Harris, late president of the Reading Company, says tliat he does not 
think the supply of unmineil (oal held by that company will be sufficient to last 200 
years. In fact, he believes that, taking the anthracite field as a whole, the produc- 
tion has about reached its maximum; he doubts whether it ever reaches 60,000,000 
tons a year. Many mines are being worked out, and it takes time and large invest 
ment to open new mines. 

16a XI 
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The district in which the coal will be exhausted soonest is the eastern end of the 
Wyoming field, sometimes calletl the Lackawanna field. The western end of that 
field will last much longer, because the coal lies deeper and is more expensive to 
mine. The group of small basins known as the I^high region has passed its maxi- 
mum production. Some of the Heading collieries in that region are exhausted and 
some are approaching exhaustion. 

The great supply in the future is in the Schuylkill region, which contains more 
than one-half of tlm anthracite supply. In this region the coal is exceedingly hard 
at the eastern end and grows softer toward the western, until the Lykens Valley 
coal, belonging to the P<>nnsylvania llailroad, is reached. The Reading’s coal lands 
are chiefly in this region, and it is because of the depth and expensiveness of mining 
that they have not been developed more rapidly. In some mines in other regions 
the coal has been nearer the surface, the bottom of the supjily being not more than 
100 or 200 feet deep. Around Pottsville, in the Schuylkill region, the bottom of the 
basin is .supimsed to lie 5,000 feet deep. Moreover, in the Schuylkill region the coal 
is much more full of slate. When the witness was in charge of the mines of the 
T^high ('oal and Navigation Company he found that it was necessary to raise about 
three tons of mineral and about ten tons of water from an average depth of 600 feet 
for every ton of coal sent to market. (605-606. ) 

Mr. (trkkne, of the Audit Company of New York, says there is an absolute limit 
of the amount of anthracite (ml. It has bt'en variously estimated that at the 
presimt rate of production the supply will be exhausted in from 50 to 150 years. Later 
on, moreover, coal which is more difiicult to extract will have to be mined at a 
higher cost than at present. (475. ) 

Mr. Fi.emino says that the estimate made by Mr. Griffith several years ago as to 
the future supply df anthracite coal is generally (Considered the best, and he believes 
that the general estimation was 100 years for all the regions. In the case of the 
Reading Company the supply at the present rate of production would last much 
longer. (540.) 

Mr. Thomas, president of the Erie Railroad, says that he thinks that 40 or 50 years 
will see the substantial extinction of many of the anthra('ite fields. The Reading is 
understood to have a supply for 100 years, but the mining in all the regions is 
constantly increasing in difficulty and expensiveness. (555. ) 

Mr. McLeou, former president of the Reading Railroad, believes that the supply 
of anthracite coal is greater than is ordinarily supposed. He says that it has always 
been the experience that more coal is secured from a mine or district than was origi- 
nally estimated. The witness thinks there is probably coal enough for the Reading 
Railroad for 200 years at least. He estimates the total amount of coal in the ground 
at 15,000,000,000 tons. There are several companies besides the Reading which have 
a very large reserve, but its reserve is much tne largest, although the witness is not 
disposed to think that the time will ever come when the Reaaing will hold all the 
remaining coal land. 

Many of the collieries already opened will, in Mr. McLeod’s judgment, soon be 
exhausted, but their owners often have reserved lands which (>an be worked by new 
collieries. The witness estimates that in 10 y^rs 10 per cent of the collieries m the 
Wyoining region will be exhau.sted, and in 40 years 75 per cent. It (‘osts 20 cents 
per ton more to mine coal in the Schuylkill than in the Wyoming region, but there 
IS a greater supply in the former region from which a large part of the future con- 
sumption of the country must be tsiken. (565, 566, 571.) 

2. Cost of mining eoal.—Mr. Hakkis, in connection with his explanation regarding 
the supply of anthracite coal and the character of the different fields, declares that 
the co.Mt of mining is steadily increasing with the exhaustion of the more accessible 
lands, and that it will continue to increase. It probably costs from 75 cents to $l 
more to mine a ton of coal now than it did 20 years ago. The finest veins have 
mostly been worked out. Now veins are often mined which are not more than 2J 
feet tfiick. The mines are deeper in most instances. While foniierly it cost perhaps 
$100,000 to open a mine, sinking a shaft 200 or 300 feet, some collieries now can not 
be worked Iwfore $1,000,000 has been invested in preparation and shafts have been 
sunk 1,500 feet. There have been many instances in the i)ast where mines have 
been opened by means of tunnels, which served to drain the water, but at present 
much of the coal which is being mined is below the sea-level and enormous pump- 
ing apparatus is accordingly necessary. The increased depth also adds to the 
expense of supporting the roofs of the mines on account of the enormous superin- 
cumbent weight. 

The influence.s which have increased the cost of raining in the past will necessarily 
im^rease its cost further in the future, since the witness knows of no sufficiently pow- 
erful influences working the other way. The price of coal will ultimately have to 
advanced if it is to cover the cost at all. (606, 607. ) 
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Mr. McLeod declares that the average cost of producing anthracite coal, includiiw 
charges for improvements, depreciation, taxes, and insurance, is $1.69 per ton. H 
interest on the value of coal lands be added it brings the cost to $1.90 per ton. This 
does not include anything for the coal except the interest on the value of lands held. 
The witness has also calculated that the average freight rate is about $1.50 per ton 
to tide water. The average price at tide water for 20 years has been $3.48 per ton, 
the highest pri(;e having been $3.96 per ton (as the average for the year). 

An important element to be considered in the cost, says Mr. MctLeod, is the chance 
involved in the sinking of shafts. A new colliery plant must lie established about 
every 30 years, since the coal which can be reached by one shaft is usually exhausted 
in that time. When the shaft is sunk it may be found that a vein which was per- 
fect a iVw hundred feet away has broken and disapfieared. The difference in the 
cost of mining in different shafts is very great and (!an not be estimated in advance. 

There is a gradual increase in the cost of mining coal as the supplies become 
exhausted and the mines go deeper. In some instances there are as many as 16 
veins and the lowest may be down 3,000 feet. It not only (tosts more to handle coal 
but in the deeper mines more water is encountered. The Heading mines have 
pumped in recent years 2^ tons of water for every ton of coal. (565, 570, 571.) 

Mr. Stearns, president of Oixe Bros. & Co., says that it is very difficult to esti- 
mate the cost of mining coal. The local conditions in every mine and every seam 
of a mine vary. A seam may lx.' in good condition to-day and to-morrow there may 
be ail explosion or a fall from the roof or a flood which will result in very consider- 
able damage. A mine can not be operated on a narrow margin of profit because of 
this uncertaintv. 


While there have been improvements in the methods of mining, and while there 
have been esjiecially improvements in transportation of anthracite coal, which have 
reduced the cost, the actual cost of mining has not decreased, but has increas^ 
steadily, and will continue to do so. As mines become deeper it costs more to ven- 
tilate and pump them as well as to lift the coal. Interest on land held for future 
develoi)ment ought to be included in the ('ost, but the witness seems to doubt 
whether the producers have usually lieen able to earn miu'h interest on such 
investments. (584, 594, 595. ) 

jNfr. W.vi.TER says that 20 years or more ago the co.<it ot mining anthracite coal was 
much less than at present. Most of the nujiing was done above water level; drifts 
or tunnels were used and the coal was above the level of these so that the mine 
drained itself. At present most mines are beloM water le\el and work by vertical 
shafts. Formerly the cost of opening a mine and establishing breakers, etc., was 
comparatively small, but now it is very much greater. The Uhigh Valley com- 
pany is j list completing one colliery operation which w ill cost over $500, 000. Twenty 
years ago many operations costing $25,000 or $30,00(.) would produce as much coal. 
There has been a vast improvement in the machinery and methods of handling coal, 
but the other items of expense have increased in greater proportion than the savine 
from these improvements. (544.) 

Mr. Hwvahi) says that the exjiense of mining anthracite coal has increased during 
the p^st 20 or 30 years. Machines have been introduced but more difficult veins 
have b) be worked. The price of powder has declined materially. It was formerly 
aljout $2.75 per keg, and is now $1.50. Bowder, however, is not a very large item. 
About l,o(X),000 kegs of powder and 4,000,000 pounds of dynamite are used in get- 
ting out 60,0()0,0W tons ot annual product of coal. (511.) 

Mr. 8aw'ard thinks it is impossible to get anything like accurate statements as to 
the cost of producing a ton of anthracite coal. One may take the reports of the com- 
panies showing the costa of operation and divide the cost by the numlier of tons pro- 
uucea. But this is usually misleading, because of the different methods of charging 
up expenses to different accounts. It is a frequent practice te charge to the account 
ot pei-manent improvement expenses which should have gone into the running 
ac^unt of costa. Wages are about 85 per cent of the cost of production. (515. ) 

Mr. I LEMiNG, of the Anthracite Coal Oiierators’ Assoination, declares himself unable 
to give any estimate aa to the cost of producing coal. The cost varies greatly at eat'h 
mine in awordance with the distance from tide water, the amount of track an opera- 
thickness and character of the vein (qierated, the depth, etc. (540. ) 

Mr. vv ALT^ says that the geological formation and characteristics of the different 
u '’WFeatJy and that the expense of mining differs accordingly. In 
f and Mahanoy districts and the whole southern and middle 

S ; 1 • expensive to operate than the northern field. The northern 

nud IS teing worked more rapidly and will probably be exhausted sooner. (547. ) 

6. JLxnamtion of coal /mate. —Mr. Stearns, president of Coxe Bros. & Co., says that 
It was the practice of the Susquehanna Coal Company, which has afllliated with the 



OLXIV 


INDUSTRIAL COMMISSION : — TRANSPORTATION 


Pennsylvania Railroad, to set aside a certain amount of money yearly to cover the 
exhaustion of the coal property. It is the wisest j)olicy to make such a provision; 
the company which does not do so will find itself out of capital when the mine 
becomes ex hausted . ( 584. ) 

4. Royalties on coal lands.— Kr. Sawakd, of the (bal Trade Journal, says that the 
most fortunate men in the anthracite' business is the owner of the lands, who does 
nothirif^, and who usually gets about 25 cents per ton royalty. (519. ) 

5. Antlmmle coal in To/omdo.— Mr. (trifpith, representing the Denver Chamber 
of Commerce, savs that a consiilerable amount of anthracite coal is being produced 
in Calorado, and that it is generally believed that there is a large supply in the 
mountains. There is comparatively little difference in quality as compared with 
Penn.Hylvania coal. (857.) 

1. C'oiidttioiiN of labor anti relationa of employori and employ- 

COM.-- 1 . Slrilr of luoo (see also view's of these witnesses as to arbitration, p. cclxtv ) .— 
Mr. Stk\rnh, president of Coxe Bros, k Co., says that some of the claims of the 
millers in the strike of 1900 were just. The eonditions can be understood only 
by r('fcrence to the earlier relations of the employers and employees. In 1875 
the ojierators agreed upon the sliding-scale system for the payment of miners. 
Th(' price for eacli class of labor was fixed at a certain rate on the basis of a tide- 
water price of !}i5 per ton for anthracite coal. For every advance or decline of 
10 cents in the jirice of coal wages were to rise or fall 1 per cent. The price of 
coal fi'll so greatly at tide water, especially because of the reduction in freight 
charges between the mines and tide water, that it would have b(;en unjust to the 
miners to let wages fall in that proportion. Accordingly the tide-water price was 
('alculated on the basis of a freight rate of $2.50 per ton in fixing wages, i. e., the 
actual freight was deducted from the tide-water price, and $2.50 was then added. 
There had been an advance of wages during the summer of 1900 under the sliding 
scale of about 5 per cent. The iruners demanded that the entire s}'stem be abolished, 
and also demanded an increase of wages and a reduction in the price of pow'der. 
Ten per cent advance was granted and powder was reduced from $1.75 to $1.50. The 
witness thinks that the reduction in [M)wder would have taken place without a strike, 
and that probalily then' would have k'cn an advance of wages without the strike. 
The witness .seems doubtful a.s to whether the j)rice of coal can be kept high enough 
to compensate the operators for the increase of w'ages. (598, 594. ) 

Mr. Thomas, president of the Erie Railroad, <ieclares that jirior to the strike of 
1900 in the anthra<ate field there had* been no strike foi 20 years. Labor was 
fairly well paid. The relations betw'een the miners and their employers were largely 
personal. Employers had done much for the men by contributions, establishment 
of hospitals, etc. The chief difficulty was the lack of steady work. Professional 
agitators I'ame into the country and took advantage of this last circumstance. They 
brought the great majority of the miners into the United Mine Workers and caused 
the strike. (657. ) 

Mr. Haddock, independent coal operator, thinks that the demands of the miners 
in the anthracite strike of 1900 were just. The railroad companies refused to arbi- 
trate, but one of their reit'^ons was the feeling that the men were irresponsible in 
carrying out the decisions of arbitrators or agreements. (583. ) 

Mr. Waltkk, of the lA'high Valley Railroad, says that the demands of the miners 
ill the striker of 1900 were accedi'd to. Ih' hardly knows whether te> consider them 
just or not. The strike has not injured the railroad companies uj) to the present 
time, but has, if anything, lieen temporarily beneficial by pennitting an exhaustion 
of the surplus stocks. The public is paving more for coal as a result of the strike. 
(546.) 

Mr. Haw\\rd thinks that the contention of the United Mine Workers in the strike 
of 19(X) w'as, in general, just. Moreover, the strike resulted to the advantage of the 
railroad (tompanies themselves, by restricting production, which they had been 
unable to agree upon among themselves. The United Mine Workers claim now to 
have 80 per cent of the Jlctual anthracite miners among their members. (519, 520. ) 

Mr. Flemino, of the Anthracite Coal Operators’ Association, thinks that while 
part of the demands of the miners in the strike of 1900 were perhaps just, the gen- 
eral demand was unfair. (542. ) 

2. Violence in strike of 1900. — Mr. Stearns, president of Coxe Bros. & Co., says that 
the men at his collieries did not want to strixe. Only at one colliery dia any quit 
work at the l^eginning of the strike, only 54 out of 3,600 employed oy Coxe Bros, 
going out. But the union men threate'ned and intimidated the miners who remained 
at work, trailed them “scabs,” and used every possible means to make them quit. 
The number of men working was gradually r^uced until October 11, when the 
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mines of Coxe Bros. & Co. were working at about half their capacity. At that time 
there was a riot at the mines and one of the watchmen was killed, while several 
other men were wounded. The company accordingly posted a notice that it would 
quit on account of the danger to the employees. (592.) . , , 

:i. Meet of strike. (See also above, /Vices.)— Mr. Hadikx’K, indei)endent coal 
operator, believes that the .strike of the anthracite miners has had a l)eneticial result 
upon the operators and tlie railroads. The railroads had previously undertaktui, 
not always successfully, to restrict production, in order to maintain high prices and 
rates of transportation. The strike restricted production and raised prices. Ni'vcr- 
theless, it was unfortunate that it should be nece.ssary to resort to a strike to get 
these results. It is true that during and after the strike many retail dealers, who 
ha(i made contracts to furnish coal at lower prices, lost consulerable sums by the 
advance. (527,528.) 

Mr. McLkoi) savs that the strike of 19(X) undoubtedly advanced the price of coal 
beyond what it would otherwise have Imvii. Then^ was a .strike in 1887 w hich 
forced tlie price of coal from an average of $:i.()7 in that year to an average of it^:5.86 
in 1888. The witness hardly thinks that the price of coal has gone up enough to 
recompense the producers for the higher wages paid to the miners. Perhaps tlie 
strike may be said to have resulUxl advantageously to the railroads and o|)eratorH as 
well as t() the miners, but the witness knows that the employers did not want the 
strike to occur. (574.) 

4. 1/thur onjariizatlom in the anthracite Jirld. — Mr. McLeod is inclined to think that 
workingmc'n make a mistake wdien they delegate their power to some other ])er8on 
or bo(iv, such as the labor organizations. He thinks that the iiu'u in their aggre- 
gate capacity can meet their employers directly. On the other hand, he implies 
that in the case of a great body of men like the anthmeite (;oal workers some lorm 
of organization is necessary for dealing with employers at all. The })olicy of the 
witness when he w^as at the head of the Reading Railroad w'as not to raise the (pies- 
tion w hether a man belonged to a labor organization or not. lh‘ dealt w ith the 
nu'n so long as they were respectful. Mr. McIxxkI thinks that the demand made 
by the anthracite miners in the spring of 1901, that they should receive formal 
recognition for the organization of the United Mine Workers, was unnecessary, since 
the fact that the operators actually dealt with the union in 1900 and atlvanced 
wages amounted to a recognition. 

IMr. McLeod seems disposed to think that the concessions made to the miiuirs in 
19(M) were ju.^^tiliable, but he says that it often happens that when one (‘oncession is 
made workingmen are encouraged to go on and make other demands which are not 
justitiable. 

This witness thinks, further, that the miners will get higher wages iis the result of 
the movement toward community of intere.st which is now going on. (575, 576.) 

5. Wafjen of coal vii)ierH.— Mr. McLeoi> says that he (‘stimates the average w-ages of 
coal miners throughout the year at $40 ])er month. About 12 j)er cent of the whole 
number are boys, who receive about half this rate. The greater cost of producing 
anthracite is shown by the fact that it requires 145,000 men to produce' 47,000,000 
tons of anthracite, while 91,000 men in Pennsylvania produced 76,000, 0(K) tons 
(567). 

Mr. McLeejd says that some coal minei’S work by the' day and others take' contracts 
by the ton or car. The average wages for foremen above ground are $2.71 per day; 
for mechanics aboveground, $1.92; for laborers aboveground, $1.29, and for boys 
under lt>, 62 cents. Below ground foremen get $6.05 on average; miners, $2.40; 
laborers, $1.66, and boys under 16, 89 cents. The average numl)er of days workc'cl 
is about 200 per year. (574. ) 

Mr. H.\rui.s, late president of the Reading Company, says that the Reading Coal 
and Iron Company has always l)een more than friendly to labor, and it lias been dis- 
posed to recognize the right of the miners to organize. There has Ix^en less friction 
than in the case of any of the other coal companies. Mr. Harris believes, pcirsonall}', 
that labor has the same right to organize as capital, and that it also has the power to 
do so. He thinks that organized lalx>r should have a voice in fixing the wages and 
other conditions of labor. (611.) 

Mr. Stearns, president of Coxe Bros. & Co., says that <luring August, before the 
strike of 1900, the average earnings of men and boys in the mines of that company 
were between $43 and $44 after making all deductions. About half of the men 
included under this average were miners, the other half were common laborers, 
drivers, door boys, etc. This average, however, would not Ixi typical for the entire 
year Ixxause the mines were working full during August, and they did not at all 
times. The witness submitted a statement showing the nurnlier of days worked ea<’h 
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month by the employees of Coxe Bros. A Co. at their various mines. The ealeula- 
tion is ffiven by hours. Estimating 10 ho.urs to a day, it appears that the total niun- 
ber of (fays worked ranged from 156 at one of the mines to 265 at another. The aver- 
for all the mines wfis 223 days of 10 hours each. Of course, if the day be 
counted as 8 or 9 hoiii-s the figure.s are correspondingly increased. The number oj 
hours worked was also reduced by the strike in October. (593. ) 

Mr. Haw aki) believes that the miners in’the anthracite field are satisfied at present. 
They are getting p)od prices and full work. They can not work 6 days in the 
week on accfuint of the severity of the work. Two hundred and fifty days per year 
is as long, on the average, as they ought to work. That number of days has not 
l)een reached in the past, but pnjbably will b(‘ in the future. (519.) 

Mr. (Jhkknk, of the Audit Company, of New York, declares himself in favor of 
proper remuneration for anthracite miners. He thinks that they should be per- 
mitted to organize unions, and that by (‘onciliation between the unions and the opera- 
tors, with arbitration in cast^ of iKH-essity, the ctonditions of labor should be fixed. 
(474.) 

6. NnlionaMii of coal nnncr». — Mr. Stkarns, president of Coxe Bros. & Co., says 
that out of 3,250 employees of Coxe Bros. A Co. only 999 are American, while many 
of these are of foreign extraction. About 20 yean^ ago all of the miners were 
Welsh, Irish, and German, with a few Americans and English. There were no 
Hungarians and Poles. Now most of the younger generation of the Welsh and Irish 
have left the mines. TTieir parents desire to give them better opportunities and 
better education. Austrians, Hungarians, Poles, and Italians have come in and 
taken their place. 

Mr. Stearns says, further, that the proportion of foreign miners in the mines of 
Coxe Bros. A Co. is less rather than greater than the proportion in other mines. 
Coxe Bros. A Co. have retained many of their older ndners because they have given 
them better treatment than is cu.stomary in the anthracite busineas. 

The witness declares that it is n(>t true that foreign labor was imported by Coxe 
Bros. A Co. or that any of the anthracite (‘ompanies have directly imported foreign 
labor. The foreigners who have come tVoni time to time have sent back word to 
their friends of the great inipnjvement in their conditions here, and their friends 
and relatives ha\’e come to join tluMu in droves. Before the foreigners became scat- 
ten^d gein'rally in the coal ficdds this practice gave the appearanc(‘ of importation. 

' The Poh^s ami Hungarians seem to show little disposition to become American 
citizens or to remain permaiumtiy in this ('ountry. At election time both parties try 
to get them naturalized. During tin* strike of 1900 large numbers of these foreigners 
w(uit back to tludr homes, saving that they would return later on. They make 
enough at mining to enable them to become independent in their own countries. 
(595,596.) 

7. Employment of chUdren in anthracite minen. — Mr. Sawaiio says that the law of 
Pennsylvania prohibits the emiiloyment of children less than 14 years of age in 
under-ground work. A few over that age are employed as door boys. (516.) 

Vni. REGULATION OF RAILROADS— INTERSTATE COMMERCE 
COMMISSION. 

A. Railway le^lilatlon generally.— Mr, Thomas, president o^ the Erie 
Railroad, thinks that great caution ought to be exercised in legislation regarding 
transportation systems. The surplus wealth of the country is very lately invested 
in transportation, and it can not unfavorably affected without injuring the whole 
country. The many owners of securities and the army of railroad employees must 
bo consideri'd. The forces which have made this country able to transport freight 
cheajier than any other country ought to be left chiefly to work out their own prob- 
lems without legislation or interference. (560.) 

Mr. SeniFP, banker, does not think our Government is adapted to liecome the owner 
of railroad and telegraph lines. He believes the silent laws of nature are better cor- 
rectives than any written laws can ever become, but it is the right of the Government 
to regulate th{»se concerns that exist as its servants. He has not given the^ riiatter 
of Government control of railroads sufficient thought to give any definite opinion as 
to its merits. (777.) 

B. Powen of Interstate Commerce Commission— Proposed 
amendments of law. — 1. General. — Mr. Wilson, of Cincinnati, declares that there 
is no remedy for discriminations between places by appeal to the Interstate Commerce 
Commission. A1 1 the commission can do is to develop the facts and announc^e its opin- 
ion, but it has no legal standing. The Western people are so thoroughly discouraged 
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that they do not care to pursue the legal remedy. The railways pay little attention to 
the decisions of the Interstate Ciunmerce Conniiission, less in fact than they do to 
the decisions of the several State commissions. A smaller volume of business is 
affected by the purely local State Iwards, and there is a closer intimacy between the 
managers of railroads and the State kiarda tiian between the railroads and the Inter- 
state Commerce Commission. Moi-eover, in some of the States the railroad commis- 
sions have the definite power to change rates. The selt-interest of the railways 
themselves will in time, perhaps, have some infiuence on the railways in opening a 
way into the South from tlie Western manufacturing centers. (690, 691.) 

Mr. IIacon, freight manager of the Michigan Alkali Company, believes that the 
Interstate Commerce Commi.Msion should be given a<ided powers such as those pro- 
vided m the Cullom bill. It should have power to control classifications and rates 
made by railroads, and l)y the joint traffic association for the entire country which is 
proposed by the witness.' The fact that the Government gives to the railroads the 
rignt to condemn private property, tear down a man’s home, and that it grants 
them jiublic. franchise's aiul employs them to carry the nublu; mails, gives to the 
Government the right to demand supervision over the railroads. ( 76. ) 

Mr. Jackson, a member of the Massachusetts State board of railroad commis- 
sioners, .says that lie does not see any reason why the powers of supervision possessed 
by the Massachusetts board of railroad commissioners should not be extended to 
the Interstate Commerce Commission. (See below, p. cn.xxiii.) (848.) 

Mr. Davant, <*omniissioner of the Memphis freight bureau, believes that Congress 
should clothe the Interstate Commerce Commission w'ith power to fix rates in correc- 
tion (tf discriminations betweem points, the rates fixed to remain in force until over- 
ruled by a court. The representatives of the bureau advocate the adoption of the 
Cullom bill with a few changes. They do not desire, however, to enforce strictly 
the ])roviHion that no more shall be charged for a short haul than for a long one. 
The bureau also advexates the provision that the Interstate (knnmerce Commission 
may (*xamine the books of railroads by means of common inspectors. (6. ) 

Mr. Giikenk thinks that tin* tendency toward railroad consolidation may make 
additional control by the Interstate Commerce Commission necessary, though the 
j)recise nature of such control he does not discuss. Railroads are willing to submit 
to reasonable scrutiny by the commission, but do not wish to be dictated to eon- 
tinually. (478.) 

Mr. GiuKKiTii, representing the Denver Chamber of Commerce, has no definite 
conviction a.s to the increase of the powers of the Interstate Commerce Commission. 
He says that Denver merchants think the commiasion ought to have more jiower, 
and w ould favor allowing it to approve rates promulgated in the first instance by rail- 
roiids, but not power to lix the rates themselves at the outset. Conditions vary so 
materially that members of the commis.«ion who are not railroad men would be 
unable to determine properly what the rates should be. A rate that would be very 
extravagant in the East would not 1 k‘ extravagant in Colorado. The witness also 
thinks that it would probably be best for the decisions of the Interstate Commerce 
(Commission not to go into force immediately in case apjx'al w'ere taken from them 
by the railroads. (857.) 

Mr. WooDLocK, railroad editor of the Wall Street Journal, does not consider the 
Interstate Commerce Commission a very powerful body. He klieves, however, 
that it has done a great deal of good in protecting the public against exorbitant 
rates. It has promoted free discussion and knowdedge of the facts. This system of 
unifonn reporting has Ix^en advantageous. 

It is a fact that the Intei^state Commerce Commission is without powder to enforce 
its decisions if an appeal is taken to the courts. Mr. Woodlock believes that such a 
matter as the reduction of rates could hardly be ilelegate^l to any authority short of 
the Supreme Court. Indeed the witness will bo sorry to see the power to fix rates 
in tlie first instance given to any public authority. It may be proj)er to regulate 
long and short haul rates, and to endeavor to prevent discrimination, but the deter- 
mination of rates generally is a matter which must be left to the railroad, since no 
other authority is competent. The only thing that finally must and should deter- 
mine rates is free trade in railroads, free cmistruction, and competition, which will 
establish rates reasonable by their very nature. 

Mr. Woodlock does not think that the Interstate Commerce Commission should 
have authority to put its decisions into immediate effect when an appeal is taken to 
the court. 

The hearing of an appeal may last for months, and if the decision is finally in 
favor of the railroad, it has much less remedy as against the shippers than the snip- 
pers would have against the railroad. It is tnie that it sometimes takes years to get 
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deciflions throujjh the Su})reiiio Cloiirt, but the Supreme (’curt ran not be hurried. 
(464,466.) 

Professor Kipi.ky says that a inodifieation of the law so that the increa^^e of slock 
by interstate railways would l)e prohibited without a governmental permit would 
give the Intel-state Conimorce (binnii.Hsion acertain control over the roads, in^much 
as the coinmiHsion would have something which the roads wanted and which the 
commission alone <‘oul<l give. It might go far, therefore, to supply the present 
inability of the coininission to prescribe what rates are reasonable and what are 
not. (3();i.) 

2. Rdrimioii oj the poieeraof the Interstate Commerce Comjnmion.--Mv. Langley, of the 
Merchants’ Association of N(‘w York, says that the merchants would welcome some 
extension of the jiowers of the Interstate Commerce Commission, There should be 
power Jodg(‘d somewhere that could take up questions of rates and determine what 
IS reasonabh'. It is entirely optional now with the railroads, no matter how meri- 
torious a demand may be, whether they will pay any attention to it. The witness 
quotes from a statement of his made at the commerce convention in St. Louis some 
years ago, showing the position taken by that Iwdy, as follows, viz: 

“(1) That the Interstate Commerce Commission should consist of at least 8 mem- 
bers, among w'hom shall be lawyers, railroad expi'rts, and representatives of the 
shipping jmblic; (2) that the commissioners should be appointed to hold oflice dur- 
ing good liehavior, as in the case of the Unite<l States Supreme ('ourt; (3) that 
common carriers should be given the right to enter into agreements, approved by 
the commission, in respect to interstate commerce only for the purpose of carrying 
into effect the provisions (»f the act.” 

The witness approves of the general provisions of the Cullom bill. Consolidation 
or the community of interest of railroads will not necessarily relieve the public from 
the need of protection, though it may le-ssen the necessity. The community of inter- 
est would eliminate competition (which the witness regards as a dangerous thing in 
transportation matters) by grouping the roads htgidlier and ]»ractically making one 
road of all. At [iresent tlie Interstate Commerce Commi.ssion does not seem able to 
enforce its orders. There is no (‘ncour{ 45 ement for the shippi'r to tile a complaint. 

The commission has on its docket numerous cases that have not been reached, 
some of which have bt'en pmiding for years. He does not know that the delay 
is any fault of tie' law. Manycases arise, no doubt, where questions are \ cry intricate 
and im])ortaMt, so that a decision may be difiicult to reach. The w’itness submits 
a statement read by him at the IntcTstate ComimTce Law Convention, held at 8t. 
Louis for tiu' purp<».<e of taking action to secure the passage of the Cullom bill at 
the last se.ssion of (’ongress. Among other things suggested in this paper is that the 
Interstate CVimmercc! (’ommission should be removed from all .susjiicion of jifilitical 
influence, so that in the eyes of the jaiblii- it may stand upon a plane similar to that 
occupied by the Hiqireme Court of the United States, and to bring this about the 
writer suggests that a life tenure would b(‘ jiroper. 

Ah the railroads beconu* more and more consolidated, tlu' fixing of rates by these 
large corjiorations, to be apjiroved by the Interstate Commerce Commission, will lie 
simplified. The interstate Commerce Commission, in order to pass intelligently 
upon the subject of rates, must have an intimate^ knowledge of the rate question. It 
is impossible for the commission to make rates. If, however, the commission should 
have a life tenure and should be properly constituted the objections might be 
obviated. The power to change rates, which many people think the commission 
ought to have, is practically the power to make rates, and the witness would not 
want to have the yK)wer to make the rates taken entirely away from the railroads. 
Referring to a remark made by a railroad president that he would rather have a place 
on the Interstate Commerce Commksion, if he was venal and inclined to make money, 
than to have a free license to loot the United States Treasury, the witness says that 
the same remai k might be made of the Supreme CJourt. Somebody must be trusted, 
and there is no reason why a man can not be just as honest on the Interstate Com- 
merce Commiasion as he can on the Supreme Bench. The witness would make the 
Interstate Commerce Commission practically a judicial body. He would not ques- 
tion a decision or ruling of the Supreme Court on ordinary matters, but on the ques- 
tion of mtes, where the facts are intricate, he would not give it such great weight. 

The desire of the witness is to give the commission power to disapprove a rate and 
prevent it from going into operation. This would practically be equivalent to the 
power to fix rates. Replying to the question as to whether putting a decision of the 
Interstate Commerce Commission into immediate effect, notwithstanding it may be 
appealed from, would induce great confusion, the witness thought it would not 
necessarily do so, and he does not think it would interfere with the steadiness of 
rates. (8^-882.) 
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3. Rate-making power. —Ur. WiiiiON, of the Cincinnati Board of Trade, says that he 
rel-o^nizcH a distinction kdween the power to j)re8crihe nitcs in the first instance and 
the power to approve those rates wlien proinuljiated by the railroads. The proper 
order of procedure slioiild ))e that every railroad should promulgate its rates and 
should have the right to enforce them until they arc proven wrong, the burden being 
upon the party proceeding against them. It is a fair presumption that railway 
mamigers intend to make an equitable tariff, but they may err, and.should not have 
the authority to jmss final sentence ui)on their own errors. In the winter of 1900 the 
railroad companies advanced rates throughout the Southern <*ountry from 25 to 50 
per cent on anont 30 per cent.of the commo<lities that were shipped, thus levying an 
additional tax upon the people of several millions of dollars, lii some instances this 
worked absolute oppreasion, prohibition, and destruction of business. The decision 
as to whether those rates should stand or not rested only with the railroads who 
nnule them. There was no other tribunal before which tlio matter could be bn )Ught. 
If the Intershite Commerce Commission, or some other representative of tlie (tovern- 
ment, had had the right to suspend those rates until they were shown to be justified 
it would have been very much better. tfitiO, ()9H. ) 

Mr. RiPi.EY says that the placing in th(‘ hands of the Interstate Commerce Com- 
mission of the right to approve the rates of the diffenmt lines of railroads, wdthout 
giving roads the right to pool, would not bring the reilress that pooling would givt', 
although it would he an advantage. It would not remedy the e\ il of uriderclassifi- 
cation unless it included the right of inspection. The right to pass upoii rates should 
lie given to the Interstate Commerce Commission, and would contribute toward 
the betterment of conditions. Whether the practice of rate cutting and personal 
discrimination, which can not be stopped by the railroads, could be stopped by an 
administrative body at Washington is a (piestion. (290. ) 

Mr. Teishf.iki, secretary of the State Railroad and Warehouse Commission of 
Minnesota, thinks that the Interstate Commerce Commissiem ought to have the ])ower 
which his own commission has in its State of regulating or rc'ducing rates in certain 
instances upon complaint. It ought to be able, after ])roper hearings, to adjust 
discriminations between localities and, perhaps, betw-een commo<lities. It ought not 
to ]k‘ empowered to make all rates. (372. ) 

Mr. Thom.\s, of the Erie liailroad, is disjjosed to doulit whether the Interstate 
Commerce (Commission has been of any benefit to the railroa<ls or to tin* country at 
large. At the siime time the reconnnendations of the con.mi.M.Mion have, in inost 
resi)ects, been followed by the railroads. It would not do to say that the commission 
has acconqdished nothing. It affonls an oj)portunity for those w’ho think they have 
grievances to get an investigation, and if there is a r(‘al grievance public opinion 
usually enforces the decision of the Interstate Commerc(^ ('ommission. 

Mr. Thomas does not think, however, that the commission ought to have the 
jtower to make rates or, what he considers pnu’tically the same thing, to revise rates. 
It is not a safe thinj^ to put into the hands of any fiv(‘ men the i»ower of making rates 
in a country where industries are so divei'silied and numerous as here, at least unless 
the members of the body are ajipointed for life. It is not safe to allow politics to 
interfere in the matter. There would be no better opportunity for making money 
corruptly than W'ould come to a memlx‘r of the Interstate Commerce (Commission if 
he had powder to make rates throughout the country. The witness does not believe 
that (Congress ever intended that the commission should have this power. (557, 558. ) 

Mr. McCovehn, chairman of the Southern (Classification Committee, thinks carriers 
ought to be allowTd to make their own rates, w'hich of course should be reasonable 
in themselves. If the shipiier does not feel that he has been fairly treated, he ought 
to amieal to the courts, ana the carriers ought to aid or as-slst through the nuMium 
of the State commissioners or the Intemtate (’ommerce (Commission by sharing the 
expenses of the suit. He does not believe the (b)vernment ought to fix the rates. 
“Thoseller fixes his price. * * * If it is a yard of drygoods, there is no recourse. 
In the case of a common carrier there is a recourse, because of the peculiar business 
or functions of the common carrier.” 

It is well settled tliat the rate must be just and reasonable, and that the courts 
have authority to determine whether it is ]ust and reasonable, but tbe shipper ought 
not to be piit to the sole expense of having it determined whether he is being fairly 
treated. Every private or corporate citizen ought to aid in maintaining a tribunal 
which would relieve the shipper of the burden and cost of having that case 
determined for him. “I can not distinguish between the pow'er to make rates and 
the power to make property unprofitable;” hence the State ought not to have power 
to fix rates for the transportation of |)eople or articles. Ca])ital invested in railroa<l 
business ought to have the same latitude as capital inv(^tt‘d in any other kind of 
business, except that the carrier ought to be made to fix its rates at fair and rea.son- 
able figures, to Ire determined by the courts if disputed. There is a distinction 
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between saying that the State can fix the rates and saying tliat tlie courts cam 
detennine whether tlic rate is fair and reasonable. (665-fi08. ) 

Mr. Griswold, general freight and passenger agent of the Western Maryland Rail- 
road, thinks that to submit the rates of the railroads to the Interstate Commerce 
Commission for approval would be to submit the work of exi)erts to those who are 
not experts in that particular line of business. It would be a most gigantic under- 
taking to supervise and examine the rates made by all the railroads of the country. 
(620.) 

Mr. Stcjibh, of the Southern Pacific Company, thinks that the Interstate Com- 
merce (yommission has all the power it needs to enforce the law if it would only 
exercise it. He holds that it would be <langerous for the commission to 0 })pose the 
general rati‘-making j)ower aiid that its attitude in opposing the legalization of pool- 
ing ill order to compel the railroads to consent to an increase of this jiower is to be 
condemned. (766.) 

Mr. McGovern testifies that it would not lie possible, in his opinion, for the Inter- 
state Commerce Commission with its present functions to be also a court of final 
resort on the question of railway rates, nor would it be ])e.st for the decisions of the 
commission to stand on the (luestion of rates until reversed. It is not right to 
assume that the railroads will do wrong pending the final decision of a case in the 
courts. (685.) 

Mr. Wilson says that the board of trade at Cindnnati recommends the passage of 
the Clullom bill or some like meiusure. The most important matter is to amend the 
law so that the party (‘oiiqilaining of a decimon of the commission must appeal to the 
courts. The finding of the commissiem should be regarded as prima facie correct, 
and its decisions should stand upon the same basis as the decisions of the courts— 
that is, they should be binding until revieweil by the courts upon an appeal taken 
by the party against whom it is rendered. 

It is now the duty of the Interstate (kunmerce Commission to apply to the district 
attorney and request him to bring a suit to enforce its order. This is a “lop-sid(*d 
way of getting at justice.” Formerly, wlitm complaints were made to the Interstate 
Commerce ('ommi.«sion against the railways no defen.se was even made to the 
charges, but since the courts have decided that the railroads must very clearly show 
the necessity of taking further testimony than that taken before tb(‘ commi.ssion 
they now make their defen.se before the commksion in the first instance. The evi- 
dence taken before the Interstate Commerce Commission is regarded in the courts as 
prima facie evidence of the facts therein stated. (690, 698. ) 

Mr. Haddock, independent anthracite coal operator, says that it has been a mat- 
ter of profound regret to the independent operators that the interstate-commerce 
law dill not give effective control over rate.s to the Interstate Commerce Commission. 
The law merely made the decision of the commission evidence when the matter was 
taken into the courts and gone all over again. The witness would favor an amend- 
ment making the decisions of the Interstate Commerce Commission operative pend- 
ing appeal. He also favors the Cullom bill generally. (584. ) 

Mr. Wheeler declares that San Francisco jobbers and shippers generally think 
that the Interstate CXnnmerce Commission ought to have added powers, and in par- 
ticular that it should be able to enforce its rulings pending appeal. The burden of 
appeal should be plained iq>on railroads, while at pre.sent the Interstate Commerce 
Cibmmission is com})elle<l to go into the courts to enforce its decisions. (745. ) 

Mr. Stubbs, of the Southern Pacific Company, thinks that the Interstate Commerce 
Commission ought to make every endeavor to reach a speedy decision as to cases 
brought before it. He thinks, however, that in most instances the commission has 
been prompt enough in making decisions. In some cases it has delayed a consider- 
able length of time, but the questions coming before it are very far-reaching, and a 
single decision may affect the entire country, so that grave consideration is necessary. 
(766.) 

€. Inspection and regulation of railroad accounts.— Mr. Greene, of 
the Audit Comiiany of New York, thinks it proper to rei^uire a greater degree of pub- 
licity of the affairs of railroads than would be feasible m the case of manufacturing 
and other corporations which have comfietitors who might profit by the information 
thus published. There is no danger that a railroad which shows its accounts will 
thereoy promote the construction of a competing road or otherwise benefit compet- 
itors. The witness is disposed to favor more thorough governmental control of the 
accounts of railroad companies. He thinks, however, that the officers of the Interstate 
Commerce Commission ought not to lie given authority to examine the accounts of 
railroads in pemon. There would constantly be a suspicion of political influence. 
It would be better for the Government to require that the accounts of railroads 
should be audited and examined from time to time by expert disinterested auditors, 
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such w, for example, the Audit Company of New York. The names of these auditors 
Hhoiild be filed at Washin^H, and they should perhaps be required to give bond 
for the correetness of their reports. Tne responsibility of such auditors and the 
fear of losing business in case of fraud or error would be tlie chief safeguard as to the 
correetness of their work.’ The nature of the information to lie required would Ihj 
j)refecribed by the Interstate Commerce Commission. The witness believes that the 
uniformity of accounts already required by the Interstate Commerce Commission is 
advantageous. 

One reason why, in the opinion of Mr. (Jreene, such private inspection would be 
superior to that of Government officials is on account of the difficulty and delicacy 
of the work. For instance, it is extremely hard to determine in many ca.sea whether 
a corporation is solvent or not. The examination which the witness suggests would 
be much more difficult and thorough than that which national-bank examiners give 
to banks. It is a relatively easy matter to determine whether a bank is solvent 
(479-481.) 


Mr. Rk'E, a banker and railroad officer, does not think that the existing laws fur- 
nish any ade(}uate safeguard to investors in railroad corporations. At the time when 
the witness investigated the affairs of the Reading Railroad, after the bankriiiitcy of 
1898, he drafted a bill, which wiis introduced into Congress, for extending the powers 
of the Interstate Commerce (.Commission to prevent frauds on stockholders. The 
chief object was to nrovide for the examination of railroad accounts in the same wav 
as those of national banks are examined. The one method of insiwction is as easy 



ings had a substantial basis. The Interstate (''omni(‘rce Commission is th(‘ iiroper 
authority to be given control of the accounts. (741.) 

^Ir. Rice, speaking in jiart from the experience of the Reading (’ompanv, (U'clares 
that there is danger to the solvency of the railroads from the practice of making loans 
and advances to leased lines. The J’ennsylvania Railroad, itself only 400 miles long, 
may lea.se many other roads and obtain an enormous system. 1 1 may liiid that some 
of the roads thus acquired need money for development, and the money will be 
advanced to the leased line and will stand on the books of the railroad as an asset or 
surplus. It may be that the leased line will be unable to return the money on de- 
mand, and the lessor will incur the danger of bankruptcy if pressed for payments. 
The Philadelphia and Ih-ading Railroad prior to its bankruptcy not only had made 
cash advances to lea.sed roads hut the affiliated coal company was largely indebted 
to It. The coal company was supposc'd to pay the regular rate of freight. It did not 
have the required cash to pay because it could not .sell coal at sufficient j)rofit. The 
railroad treated the money due from the coal company as earnings, as an available 
asset, but when it was found that the coal company did not have the money to pay 
the default lyas exposed publicly. It is poasible for coriiorations having other corpo- 
rations subsidiary to them to make misleading reiiirns regarding asstds and returns. 

( /39, 740. ) 

Adam.s, statistician of the Interstate Commerce Commission, thinks that 
the federal Government ought to assume a more complete control of the accounts of 
railroads. Tlie railways them.selves have been brought to see, through the agency 
of the Interstate Commerce Commission, the desirability of uniformity in accounts 
ot operating expenses. They, as well as the State commissioners, have helped to 
work out a uniform system of such a<*counts; but it has bi'cn very difficult to go 
turther m the direction of uniformity than the operating accounts. It .seems to man v 
that it might be advisable to establish a bureau of statistics and accounts, wdth some- 
what tJhe .same relation to the railroads that the office of the Comptroller of the Cur- 
rency has to the national banks. It seems to Mr. Adams that if the Interstate Com- 
merce (Commission and the State commissions are to perform the duties imposed uixm 
them they must have access at first hand to the books of the companies. Each of 
these commissioners is in a sense the director representing the public interest in 
tliose corporations. He ought to have a voice in the administration of them. The 
bt. Louis convention of State railroad commissioners approved such a policy, though 
by a rather close vote. The law gives the Interstate (Jommerce Commission a right 
to aemand uniform reporting and to ask for special information; but that is quite a 
ditlerent thing from a regularly established system of inspectors, who should see that 
me books of the railways were kept according to the principles laid dowm. 

Ihe railroads would object to such a law, perhaps, because they wmild think it an 
invasion of their rights. They might also feel to some extent that it would lead to 
me escape of secrets of administration. The railroad men say, also, that the same 
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rule of accounting does not apply to all conditions, and Mr. Adams supposes “the 
most common objection would be that they can not trust the public othcials when 
they get hold of them.’’ On the other side, the great advantage of uniformity of 
accounts is that after a })erHon ha.s gone to the trouble of studying in detail the 
accounting of one system the a(;counts of all the roads in the United States are at his 
disposal and he can nriderstiiiKl them. When one saw a total one would know the 
meaning of it without going througli the whole mass of figures; while now, there 
being no guaranty of uniformity, a man can never tell, even though he is acquainted 
with a system of accounting, what a given total means. (:W4, 1185. ) 

Mr. Nicnoi>ioN testifies that the Interstate (Commerce Commission has mapped out 
the line for the general exhibts of the operation of the railway conq)anies, ])ut below 
that come the various trallic accounts which lead up to those tigures, and there is 
no uniformity in the methods. The ( ’entral Railway Clearing-House has to take care 
of 12 <lifferent systems of accounting and make its record fit the ideas of the indi- 
vidual comj)ani(‘S. The Interstate Commerce ( Vunmission has done effective work 
toward securing grc'ater uniformity of accounts than previously e.visted. The various 
roads make reports to the commission, which are full and complete and from the 
schedule jirepared by the commission. The system of accounting prescribed by the 
Interstate (\)mmerce ('ommission is fully in ai'cord with the forms adopted by the 
Society of Railway Accountants. There is perfect harmonv existing between them. 
(727,730.) 

Mr. WooDiiOCK does not think that it would be practicable for the Interstate 
Commerce CJommission to inspi'ct and audit the books of railroad companic^s. This 
is no longer necessary for the purpose of discovering rate discriminations, sinc(' these 
practically do not exist. (404.) 

Mr. ScHiFF, banker, says that the (piestion of publi<* examination of accounts of 
public utility corporations is such a large one that he does not wish to exi)ress any 
definite opinion concerning it. Any dishonest action on the part of railway corpo- 
rations should be miule punishable by law. There is ample legislation for this, and 
all that is necessary is a proper enforcement of the laws. He knows that no divi- 
dend has ever been declared by any of the corporations with which he is c(mnecteil 
that has not be(*ii earned, and he can not point out a board of directors w Inch has 
declared dividends that have not been earned. There would be some difficulty in 
making a director personally responsible for any misstatement in resi>ect of the con- 
dition of the proi)orty he rej)resents, and it could not be done cx(‘ept in the case of 
gross frauds. It would be very wrong to declare a dividend that Inis not been a<‘t- 
ually earned, if a reserve does not exist, and it w'ould be decidc'dly wrong for a rail- 
roan to declare a dividend and almost immediately thereafter go into the hands of a 
receiver. (773.) 

D. §tate railroad comniiislona and rc^ulatloiiM.— 1. lialiroadandimre- 
honae eommmion of Minnesota.— Mr. Teisbeko, s(‘(‘retary of the State railroad and 
warehouse comnussion of Minnesota, says that the law of 1885, which created the 
commission, made it an advisory body without power directly to lix rates. It could 
only recommend to the railroads any changes it thought proper. In 1887, however, 
a new act was passed, based on the bill to regulate interstate commerce, which was 
then pending. Much of it is in the same words as the interstate-commerce act 
adopted in 1887. There are some exceptions. One is that the State act permits the 
railroads to issue free passes to whomsoever they please within the State. The act 
empowered the commission to fix or change rates made by the railroads. Under this 
power they reduced certain switching rates from $1.50 and $2 per car to $1 per car. 
They also reduced the rate on milk from 3 cents for 10 gallons to 2J cents for 10 gal- 
lons for distances up to 75 miles. The railroads did not obey, and mandamus pro- 
ceedings were instituted. The State supreme court decided that the intention of 
the legislature was to make the decision of the commission final and conclusive as 
to what are equal and reasonable charges, and that this law was constitutional. The 
United States Supreme Court, on api)eal, holding itself bound by the decision of the 
State court so far as the interpretation of the intent of the legislature was concerned, 
held that the law as interpreted by the State courts was unconstitutional, because it 
deprived the company of its right to a judicial investigation by due proce.ss of law, 
and substituted therefor, as an absolute finality, the action of the railroad commis- 
sion, which, in view of the powers conceded to it by the State court, could not be 
regarded as clothed with judicial functions or possessing the machinery of a court of 
justice. The next legislature, which met in 1891 , amended the law' to meet the objec- 
tions of the United States Supreme Court. The amended act provided for the mak- 
ing of complaints in regard to the rates by any person or corporation or municlpalty. 
The commission had pow'er to investigate, giving the company due notice, ana pro- 
ceeding as far as possible in the manner pursued in such cases in a court. The first 
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and perhaps the most important case that came before the commission under tiiis 
amcmdwi law was the (luestion of grain rates from the Red River Valley to Minne- 
apolis and Duluth. In 1894 the commission made its order reducing these rates 
about \2h j>cr cent. The railroad company appealed to the district court, where the 
case wjia’tried de novo. The {Stale undertook to show what would he the cost of 
reproducing the railroad, and what the earnings of the road for several years had 
l)een upon grain traflic, with a view to proving that the rates fixed by the commis- 
sion would give the road a fair income upon the cost of reproducing the road at that 
time. The decision of the district court was adverse to tlie commission. The 
supreme court of the State reversed the district court, and held that the question 
whether the rates fixed by the commission were unreasonable and confiscatory was 
to be determined not with reference to the amount of the fixe<l charges of the roial 
nor to anv other basis of cost than the cost of reprodiu'ing the road at the present 
time. The case was sent back to the district court, but was never heard again there, 
perliaps because the Great Northern Rtiilway Gomnanv had completed a short lino 
from the Re<l River Valley to Duluth, decrt'asing the distance, and had thereunon 
established ratt'S which, in some instances, for the longer distances, were lower than 
the rates ordered by tlie commission. The ad<>ption of these rates by the Great 
Noi tliern of course compelled the Northern Pacific to adopt the same rates on its line 
through the same territory. 

In 1897 the law was again ainendtid so Jis to permit the railroad commission to pro- 
(‘eed t<i the investigation of rates upon its own motion. Up to that time a complaint 
had l)eeii necessary. Under the new huv the <'omrnission investigated the reasonable- 
ness of tlie rate oil hard coal from Duluth to New' Ulm over tw'o lines of railway, and 
jiroceeded to fix a joint rate, and when the two roads refused to divide that rate pro- 
ceedi'd also to determine the division. In this c-ase the question was as to the power 
of tlu' commission to make joint rates. This power W'as sustained by the State courts, 
and the case is now' pending before the United States Suiireme Court. A power 
closely connected with this is that of compidling two roads which cross each otner at 
grade to jnit in a Y connection for the transfer of traffic from one road to another. 
This power has been sustained by the United States Supreme Court. (361, 363.) 

2. MamwhuKi’tfs Board of Railroad Comvtiwonrrx. — Mr. James F. Jackson, a mem- 
ber of the Massachusetts State Board of Railroad Conunlssioners, says that that com- 
mission was foumh'd in 1869. It is made up of 3 memliers, one of the members 
being familiar with questions which affect trade ami commercial interests, another 
member being familiar by experience with railroad ('onstruction and railroad opera- 
tion, and the third being a lawyer. (841, 842.) 

Mr. Jackson says that this Massachusetts board of railroad cominiseioners has 
general supervision over all the railroa<ls and street railways within the State and 
matters are continually referred to it by the legislature. It has both mandatory and 
advisory jiowers, It lias absolute control in respect to questions concerning grade 
crossings of railroads and highways, of railroads and railroads, and of railroads and 
street railways. It has the newer of approval in res])ect to the safety ap])liances of 
railroads, and the road is obnged to accept the judgment (»f the commission as final. 
It has the power to fix the price of stock in ca.^es of imrchase. If an issue of stock 
is autljoriz(*d and the }»urpo8e is proper, and the amount is a proper amount, the 
<*ommission fixes the, value at which the stock shall be offered to the original st(H>k- 
holders. The new' stock may be i)aid in at a different rate from that of the. original 
issue. Tlie board also has authority to pa.HH on the propriety of the building of new 
railroads. As yet it has not that power in respect to the building of street railways, 
though there is a bill before the legislature which provides for that. The books of 
all railroad conqianies are ojien to the inspection of the board at any time. The 
board examines the annual rejiorts of the railroads, which reports are made upon a 
prescri 1)6(1 system, and from time to time the roads are recniested to furnish the 
board with the facts and figures that arc set out in their booKs. It has never been 
the practice of the board regularly to audit the books. 

The board has advisory powers in respect to questions of rates, both passenger and 
freight rates. It does not fix rates, but merely supervises them. It does not seem 
desirable that the board should have the power to fix rates. It does, however, exer- 
cise a very material influence over rates. The railroads are not bound by law to 
follow the recommendations of the board in respect to rates, but, as a matter of fact, 
during the history of the board it has Iieen only in exceptional instances that either 
the public on one aide or the railroad or street railw'ay coriioration on the other 
has disrerarded the recommendations of the board. During tlie last year and a half, 
during which time Mr. Jackson has been a member of the ^ard, the railroads have 
conformed in every case to the Ixiard’a recommendations. Occasionally, when the 
recommendations of the board have been in support of the railroads, there has been 
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some criticism on the part of the j>ublic, but not very much. In a few instances 
there has been an app^l to the legislature, and some legislation. It has been gen- 
erally true that when the appeal has l)een made to the legislature the legislature has 
sustained the boani. The ret'onmiendations of the hoard are oheerved probably 
because of the feiding that the subject-matter has been carefiillv investigated, and 
an attempt has been made by 3 persons representing both sides to reach a just 
conclusion, and because of the feeling that unless the recommendation is such as to 
warrant an appeal to the legislature it is practicalljr final. The control of the board 
in financial questions has probably strengthened it in making recommendations in 
respect to other matb'rs. The board's control is practically limited to incorporated 
<’omj)anies. So far as am>ears, however, there has not been any disposition to evade 
the control of the boanl liy the formation of unincorporated companies. 

The feeling in favor of the board has grown stronger and stronger on the part of 
the people, and many formerly opjiosed to the board admit that the security of rail- 
way stocks has been affected by it for the benefit of the railways and the benefit of 
the people. 

Titist year the lioard had jiresented before it over 300 matters, involving hearings 
almost every day. (842, 848. ) 

8. i\tlifomia rn(lroad(vmmimon.—%r. Stubbs, of the Southern Pacific Company, 
says that the (California railroad commission, under the constitution of that State, is 
supposed to have iiower absolutely to fix railroad rates, although the Southern Pacific 
('ompany would not be willing to recognize that such a power could be conferred by 
a State constitution. The commission has from time to time caused considerable 
reduction in local rates. It undertook to require a general reduction in the rates on 
grain to the seaboard and the matter was finally compromised in 1890 or 1900 by an 
agreement on the part of the railroads to reduce rates about 8 per cent. The witness 
tliinks that the commission has been useful. It approves al 1 hiriffs. It has not been 
confiscatt)ry in its actions and for that reason some of the people condemn it. (767. ) 

4. Gntde mmiv pa.— Mr, Teisberg, secretary of the Shite railroad and warehouse 
commission of Minnesota, says that his State has not given much attention to the 
protection of life and limb at railroad crossings. There is a law requiring that where 
two railroads cross each other trains must come to a full stop unless interlocking sig- 
nals are provided and approved by the railroad commission. Such signals are now 
becoming \'ery common in the State. (363. ) 

Mr. Jackson, a member of the Massachusetts State board of railroad commis- 
sioners, says that in Massachusetts the abolition of grade crossings has been under- 
taken. Under a statute passed in 1890 the railroad pays 65 per cent of the expense 
of abolishing grade crossings and the State and the city or town together pay the 
other 35 per cent. The board has made a special investigation into the question 
whether the street railways should not bear a part of the expense where they cross 
railways, and has decided that they should. The legislature is now at work on a bill 
in response to that decision. (843.) 

E. pepartnicnti of commerce and franaportatfon.— Mr. Bacon, of 
the Michigan Alkali (Company, believes that there should bi^ two new government 
departments of transportation and commerce, respectively. He thinks that these 
interests are so great that a single deimrtment would not be sufficient to supervise 
both of them. (77,80.) 

F. Rogulalloii of railroad contitruction (see also under ParaMinq, 
p. xciv) .—Mr. Wooin.o('K, railroad editor of the AVall Street Journal, a.sserts that the 
English law'pid the Massachusetts law, regarding the establishment of railroads and 
their capitalization, tend to protect the radroad companies more than the public. 
They practically prevent the constmetion of competing roads when there is a suffi- 
cient number of roads already to accommodate business. The witness believes that 
this is a wise policy, but does not think that shippers ordinarily believe so. The 
Interstate Commerce Commission has always looked solely to the interest of the 
shipper; it has restricted and restrained the railroads and not protected them at all. 
(460, 462.) 

IX. WATER TRANSPORTATION. 

A. General relation to rail tranaportation (see also as to effect on long 
and short haul rail rates, pp. cv-<’xvi).— 1. Interaction of water and rail transporta- 
tion, pp. cv-cxvi).— Mr. Anderson, secretary of the Chamtx;r of Commerce of Pitts- 
burg, says that water routes should not be regarded as rivals of rail routes in an 
injurious sense. On the contrary, the construction of water routes, by enabling the 
cheaper commodities to Ije carried in great quantities at low cost, would create an 
additional need for railroads to carry the more expensive commodities and to carry 
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paaBengere. This has been the experience of the continent of Europe, where the 
improvement of waterways has b^n carried far lieyond anything that we have 
dreamed of. The more waterways the more railroads, and the greater their profits. 
The cheap transportation of ore on tlm (7reat i^akes has added immensely to the 
busineas of the railroads which transj)ort the ])rodu(;ts of the ore. But for water trans- 
jxjrtation the Lake Sup(?rior iron ore would have remained in the earth, and the 
great industries that are founded on it could not have been i\stabli8bed. But for 
those industries the railroads could not have approached their present prosperity. 
The industrial supremacy which this country is acquiring depends largely upon its 
chea]) coal, and that a^ain dejwnds upon cheap transportation. Tmprovement of the 
waterways, which shall permit coal to be delivered at trilling cost to industrial estalv 
lishments, will vastly increase the business of the railroads as well as the general 
prosperity. (639, 642, 645, 646.) 

2. Injiuencp of water on rail Mr. Makkii.vm, after speaking of the influence of 

the Mississippi (seep. CLXxxvii), adds that the rates on tratlic east of tlie Toronto- 
Buffalo-Pittsburg line destined to the Southern States are affected by the coastwise 
ocean carriers.— The Great Lakes, the St. Lawrence- River, and the Erie ('anal domi- 
nate the rail -carriers’ rates on traffh' between the hlastern and "Western States in a 
similar manner. The rail rates are first a<ljusted between Chicago and New York in 
competition with the lakes and canal, and Philadelphia, Baltimore, Newport News, 
and Norfolk then claim less rates by reason of less distance from the West than New 
York. Inland towns in States bordering on the lakes take i)roportioimte rates with 
those from Chicago, according to distance from New' York, wliich virtually means 
that every point in the lake States enjoys the full benefit of the lake and canal com- 
petition on seaboard business. 

On transcontinental traffic the Atlantic and Pacific oceans govern the rates. Rates 
by rail from New York to San Francisco are measured by th<')se made by ocean 
steamers via the Isthmus to San Francisco, and by competition the w’cstern railroads 
have been compelled to make the same rates to tbe Pacifica from all the inland terri- 
tory as are made from New York. The rates which the American railroads make 
from the Pacific coast to the Atlantic seaboard on goo<ls to or from China, India, and 
Ja[>an are even governed by the ocean rates made via the Indian 0('ean and Suez 
Canal. 

“The power of the railroads to enforce any given rates is circumscribed by the 
water carriers, and the maximum they can charge is prescribed by the rivers, lake 
and ocean carriei-s.’’ The comj)etition between railroads themselves, demands of 
rival towns, and other influences may redu(‘e the rates below the figures made neces- 
sary by water competition, but the maximum rates are governed entirely by charges 
made by the river, lake and ocean carrier. (428-430. ) 

Mr. Griswold, general freight and passenger agent of the Western Maryland Rail- 
road, says that there are rail-and-lake lines between Baltimore and Chicago and 
other northwestern points during the lake season. They are more circuitous than 
the all-rail lines and are allowed by the general agreements of the roads to make 
somewhat lower rates. (614.) 

3. Magnitude of lake and river traffic.— 'Mr. Andek.^on says that the Great Lakes 
transport over 25,000, 0(X) tons of freight annually, the greater part of which, the Lake 
Superior ores, are carried at a cost of half a mill a f(»n a mile. Over 30,000,(K)0 tons 
a year are shipped on the streams of the Mississippi Valley. Of this amount some 
17,000,000 tons originate on the Ohio River. (638, 64(J.) 

B. Atlantic coHBtwf Be transportation (see also as to effect on long and 
short haul rates, pp. cviiff).— 1, itldDoininionHteanwhipi'onumng.—Mr. Guillaijdeu, 
president of the Old Dominion Steamship Company, testifies that that company was 
organized under the laws of Delaware in 1875, and operates freight and passenger 
steamers from New York to various points in the South. It has subsidiary lines to 
many points in the Che.sapeake Bay country and to the North Carolina coast. It 
has both freight and passenger connections with all the great railroad lines out of 
the Virginia ports, chiefly the Norfolk and AVestern, the Seaboard Air Line, the 
Atlantic Coast Line, the Southern, the Chesapeake and Ohio, and the Norfolk and 
Southern Railway. The great bulk of its business on the main line from New 
I ork to Norfolk, Portsmouth, Newport News, and Richmond is freight, but it has 
an extensive passenger business. The company ojxirates 6 ocean steamers, 12 subsid- 
iary steamers, and between 35 and 40 harbor craft. (442, 443. ) 

The capital stock' of the Old Dominion Steamship Company is $1,250,000 and it has 
$1,000,000 of outstanding 5 ])er cent Ixinds. (450.) 

L. MereJumtg and Miners* Tramj^ortation Cowpowy.— Mr. Daniel H. Haynk, general 
solicitor of the Merchants and Miners’ TranH|)ortation Comimny, says that tliat com- 
pany was incorporated by the general assembly of Maryland on April 24, 1852; that the 
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first trip made was from Boston to Baltimore, December 28, 1854. In 1867 steamers 
were run from Boston to Norfolk, thence to Baltimore and return. In January, 1869, 
a line from Providence to Baltimore was started, but only ran a short time and was 
revived in 1878. The Baltimore-Savannah line was purchased in 1876, and the 
Philadelphia-Savannah line was incorporated in Octoljer, 1900. The line maintains 
16 steamers, with a net tonnage of 23,868 tons and a gross tonnage of 33,553 tons, and 
touches Boston, Providence, Norfolk, Baltimore, Philadelphia, Newport News, and 
Savannah. (413.) 

3. Control of steaniHUp lines hy railroads.— Talcott, assistant to the president of 
the Seaboard Air Line, says that the Old Dominion Steamship Line connects with 
the Seaboard Air Line, the Atlantic Coast Line, and the Southern Railway Company, 
a,nd that all three of these; companies are interested in the steamship company. The 
Southern and the Seaboard Air Line have each alineof steamers ruimingJrom Balti- 
more to Norfolk. The Oeoan Steamship Company, running to Savannah, has always 
been controlled by the Georgia Central. The Clyde lines, however, are entirely 
indepemlont. (628.) 

Mr. Gcili.audeu states that the Ocean Steamship (!!otnpany of Savannah and the 
Cromwell and Morgan lines to New Orleans, as well as the Chesapeake Bay lines and 
most of the Eastern lines from New N'ork, were owned and controlled by railway 
companies. His understanding is that the Merchants and Miners’ Company, the 
Mallory Cornpany, and tlie Clyde Line have no railroad ownership, but have alarge 
atliliation with railroads in the sense that a large proportion of tneir business is m 
connection with railroads, and they have close working and traffic alliances with the 
roads. The Old Dominion Line operates as a water line primarily, but has railroad 
alliances whi;‘h are necessary to me growth of its business. Tlie chairman of the 
board of directors of the Norfolk and Western road, the president of the Seaboard 
Air Line, and the president of the Southern Railway are on its Ijoard of directors. 
The majority of stock of the company is held by these railwav interests. This rail- 
road interest has existed for 20 yeansi (442, 433, 444. ) 

Mr. Wilson, of the Cincinnati Board of Tra<le, says that the Ocean Steamship 
Company is owned by the Central Railroad of Georgia, and that the other coastwise 
lines, with a few exceptions, are owned largely by the other Southern railways. This 
community of interests result in very little competition in fact between the Eastern 
transportation lines. The membersof theSout hern Railway and Steamship A.ssociation 
generally claim that the tram}) steamei-s comjiete \ery largely Avith the other trans- 
portation companies, but the witness-thinks the competition of tramp steamers for 
regular trade is not severe. It is more for specialties. (689. ) 

Mr. Mc(h)VKHN, of the Southern Classification Committee, says that the rail lines 
operating from Norfolk and other ports own a largo portion of the stock of some of 
the coastwise steainshin lines. The Ocean Steam^iip Company to Savannah is con- 
trolled «by practically the same interests as the Central Georgia Railroad. The Ches- 
ai)eake Steamship Line from Baltimore is the same as the Southern Railway. The 
Baltimore Steam Packet Company is controlled bv the same interests as the Seaboard 
Air liinc. The CHj^le Philadelphia Line, the Old Dominion Line, and the Merchants 
and Miners’ from Boston are trunk line.s, and the rail lines leacling from Norfolk, 
from good tmfiic reasons, would Avant to have an interest in, ami the witness believes 
they do largely control, those lines through stock ownership. (663, 664. ) 

4. Jinte makmy and competition inth railroads.— Mr. Gcillaudeu states that his 
company is not a nieml)er of the Associated Railway.s of Virginia and the Carolinas, 
])ut is a membt'r of the Southeastern Freight Association, which is a wider organiza- 
tion. This association is a common bureau, through which the rates of all lines par- 
ticipating in competitive business an; arranged. The association does not fix rates 
arbitrarily, but each company had a right to arrange its own rates, concessions, of 
course, very often being necessarv. 

The principle has been adopted of granting a differential to the rail -and -water lines 
as compan'd with the all-rail lines. In no case is the differential made wide enough 
to attract any commodity; it simply gives a fair result to the shipper. The differen- 
tial belAveen New York and Richmond enjoyed by the Old Dominion Line against 
the railroad carriers is 5 cents on first-class freight and 1 or 2 cents on sixth-class. 
There is no such differential between Ncav York and Norfolk. 

The origin of the difference between the rates, both by vessel and by rail, from 
Northern points to Norfolk and to Richmond is the old steamer scale of rates. Steam- 
ers in order to reach Richmond bmch at Norfolk and then go up the James River 
120 miles. Recently the C)ld Dominion Company has adopted the policy of making 
the rate the same from New York to both these cities, because of the distributing 
(iompetition between them. It could be fairly claimed that because Norfolk is 
nearer the sea than Richmond there should be a difference of rates on the merits of 
the case. 
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The system of prorating betw^n different carriers on through shipments is ordi- 
narily based on tne distance carried by each link in the line. AVhero the distance is 
by water it is on an estimate of two for one; that is, the expense of water carriage 
for an equal distance is counted about one-half that of the all-rail carriage. The other 
Atlantic coa.st lines use that same basis. In some instances, where the winter lines are 
sliort, the basis becomes unfavorable to those lines, and hence an allowance is made 
for extraordinary terminal expenses. In prorating from New York to Norfolk or 
Kichmond there is very little difference in respect to local or through freight, the 
proportion of distance carried generally fixing the percentage. The old principle of 
rate making for through business was to add together the local rates l)etween the 
points on the line of through traffic. Now other elements l)ave entered into the 
(piestion of rate making, and those considerations are not given much prominence. 
Kates are not made by the cost of doing the business, but by other considerations. 
(443-447. ) 

Mr. Guillaudeu states further that there is a genuine comptition between the 
coastwise steamships and the north-and-south railroads rejiching the coast points. 
On business through these ports to the interior the competition is rather between the 
water lines and their rail connections and the all-rail lines to the ultimate point in 
the interior. When rates are ma<le, there is an allowance in the nature of a differ- 
ential to the rail-and-w atp lines; the theory is that this route has certain disabilities, 
the most important of which is the breakage of hulk at the point of transfer; secondly, 
the marine risk and danger of damage; and, third, the infrequency of sailing and the 
longer intervals Ixitween movement. (444.) 

Mr. (luillaudeu states also that coa.stw'ise lines are out of c(‘rtain kinds of business, 
notwithstanding lower rates; that in the great development of the Southern cotton 
mills the transportation of much of the cotton-mill machinery is now going by the 
all-rail liiu's, because of its delicate character, and because there is no lireak in the 
transit to inland points. (444. ) 

Mr. II \YNE says that his experience is lud suflicient to give any very just estimate 
of the extent of competition of the railroads w ith the coastwise steamers. There is 
a certain amount of business which goes naturally to the boats, because of the lower 
rates The principal competition that the coastwise steamers suffer is with the sail- 
ing vessels. Tlie only fair compari.^on that could be made would be of the fixed 
rates of the rail lines with the basing rates of the steamship line.s but as a compara- 
tively small portion of the business is handled by the steamship lines on these basing 
rates the comparison would be mi.^^leading. The steamship lines are obliged to 
handle a great portion of their business on commodity rates made to meet the exi- 
geiuaes of the ca.se. 

There are other coast-lines under the control of railroa<ls, but the wdtness under- 
stands there is no di.scrimi nation in their favor by the railroads. Sometimes ve.s8elH 
recpiire a certain amount of ballast, ami if the vessels were light tliey would carry 
freight at a very low rate. There is a water differential in favor of the water line; 
the water lines are required to carry marine insurance, which the railroa<ls do not. 
The Merchants and Minei's’ (bmpany does not carry any coal. It carries .some fruit 
and vegetables and luml)er. (41H-420. ) 

Mr. Ilayne states that he is not familiar with the revenue features (jf the coastwii-e 
trade, but he Ixdieves that it is prosjierous; his company has ])aid dividends regu- 
larly. New' vessels of his company have been built, both from funds derived from 
^ i^Jtock and from earnings. The volume of trade is increasing. 

( 423, ) 


Mr. (jRiswoLD, general freight and passenger agent of the Western Maryland Rail- 
road, says that rates to Southern points by coast steamers and by rail from the 8oiith- 
ern ports to interior points are lower than all-rail rates from Baltimore. These 
(linerentials were allowed because it was claimed that shippers by water liad to 
insure their freight, and that the time was slower. Now the water lines bear the 
in.surance, and they make about as good time as the rail lines. Mr. Griswold does 
not think, therefore, that these differentials ought to l)e allowed any longer to exist. 
(o21.) 

Mr. MdlovERN, of the Southern Classification Committee, testifies that the steam- 
ship rates from New York to the Southern ports are less than the all-rail rates to 
ine same ports. There is a fixed differential in favor of the steamship lines. Steam- 
ship companies do not consult anybody about their rates, and they are not subject to 
the jurisdiction of the Traffic Association. The all-rail lines put in rates as low as 
iney can go, but they can not meet the steamship rate. The differential is fixed by 
^r^ment from time to time by the coastwise lines and their competitors of the 
iTamc As^iatiou. The present differential begins at 12 cents on first class. At 
one time it was only 6 or 8 cents. 


16 a xn 
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Despite the fact that many of the fitcamship lines are affiliated in ownership with 
the raSlroads, there is tlie same competition between them and railroads as between 
the different rail lines. The policy of the large trunk lines of the East reaching into 
Southern territory is to be neutral. There is a friendly interchange of business at 
the competitive points. There ought not to be much difference between all-rail from 
New York to Richmond and aJI-rail to Norfolk. (663-665. ) 

Mr. Talcott, assistant to the president of the Seaboard Air Line, says that when 
he had direct knowledge of conditions prior to ten years ago there was competition 
between the steamship lines and the railroads in the Southern territory, even for 
business from the West. The joint rates made by the central trunk lines and the 
coastwise steamships were controlling factors in rail rates for Western business to the 
South Atlantic ports, and to some extent to inland points. The through rate from 
Chicago to Savannah and C^harleston, for instance, was fixed by rates made by the 
trunk lines and the coastwise steamships. Augusta was affectea l)ecause there was 
a regular line of boats up the Savannah River, to it. (627, 628. ) 

6. Diferentinls by wnUr route— Deimr.— Mr. (Jkiffith, representing the Denver 
Chamber of Commerce, says that the freight rate on goods coming from Etistern 
points by way of the (Julf of Mexico and the railroad through to Fort Worth is $2.33 
to Denver on first-class commodities, as comnared with $2.72 by all-rail routes. A 
considerable volume of business com(*s by tnis water route. The witness does not 
know whether the combination of the Union Pa(;ific and Southern Pacific will be 
likely to result in the doing away with this <lifferential. The combined railroads 
might find it chea[)er to haul the goods by water, and therefore maintain the differ- 
ential. (850,855.) 

6. Coastwixe cbmijiealion of freight.— Mr. Hayne states that the classilication of 
freight on the('oastwisc steamers is the same as on railroads, except that there are 
certain conditions that must be made by the boats which the rail lines do not expe- 
rience. J^rge freights are carried direct from the ports at rates that the railroads 
would probably find unremunerative. Merchants have adopted a plan of centraliz- 
ing their points of distribution, and very often they ship to local ports and distribute 
from there. (418-419.) 

Mr. (tciUAUDKii .says that the steamship companies engaged in the coastwise trade 
are getting in line in matters of classification and methods of charging by weight, the 
same as the railroads. (446.) 

7. ( hmfs of operation — ((dmnta(je.H and dimdvantayes. — Mr. (juiLLArnEL? states that the 
costs of operation of water transportation have not decreased in recent years in the 
same pnjportion as have the costa of operating railroads. The service on the Old 
Dominion Line is better tlian it was twenty years ago, and has improved almost as 
much as railroad service. The methods are more expensive, and there is greater 
ex{)ense in operating the line than before, but with the extension of business which 
has followed intelligent methods a lower cost has been obtained. He doubts if a 
steamer has the latitude to make economies that a railroad has. There are certain 
costs, like the greater consumption of coal for higher speed, and the greater use of 
electric lighting, etc., which means an added cost that can not be escaped. (448.) 

Mr. (luillaudeu states that one of the differences lietween water transportation and 
through rail transportation is that every pound of freight carried by steamboat must 
be loaded on and off the vessel. It requires in many instances a superior class of 
lal)or to handle the freight. Railroad freight does not have to be handled so thor- 
oughly, and ill many cases is not loaded by the railroads at all. On the other hand 
stands the enormous cost of the railroad plant before it can begin operation, as against 
the smaller plant cost of the steamship organization. A short water route would not 
have any particular advantage as to cost over a railroad, the terminal charges being 
so much greater, and there being only a short distance in which to recoup by the 
lower coi^t of moving the ship. Water lines have no real basis of comparison between 
one another; they can not publish figures as the railroads do, because, if they did so, 
it wouhl invite undue competition. (44(M47. ) 

Mr. Guillaudeu savs that the labor, cost of handling freight, which is summed up 
in th<‘ trade as longshore labor, amounts to 24.7 per cent of the total operating cost. 
If the clerks and agents are included, the proportion is 33.6 per cent of the entire 
operating expense. He does not know whether his labor is in unions or not. There 
are no rules or restrictions in respect of it so long as the men do their duty. (450. ) 

Mr. Hayne states that the advantages of coastwise steamers over sailing vessels 
are better service, higher- paid employees, and less liability of ^ident. (420. ) 

8. Steamshipsi' pamnyer traffic, — Mr. Hayne states that with all transportation 
companies the freight business is the most important, but that the passenger busi- 
ness is also remunerative, else the companies would not carry passengers. 
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Mr. Hayne savs that the passengers on the Merchants and Miners’ Line have the 
same accommodations that are to be found in the best hotels; that sometimes, of 
course, their ships were delayed by reason of quarantine, but the delay was for the 
general good, and the quarantine officers would make the delay as light as possible. 
(418,421.) 

9, Jmurancc .— M . T . Guillaudeu states that coastwise trade has an advantage in 
rates of marine insurance over ships in the foreign trade. Underwriters feel that 
the coastwise risk is less. Insurance is placed in Ameri('-a in both American and 
foreign companies, about half and half. The American companies do not like to 
take big risks, so the steamboat companies fill up with American insurance and then 
go abroad for the balance. The ratt‘8 are p^ractically the same, because tlie steam- 
boat companies refuse to pay differently. Formerly the foreign poli('y was a little 
more favorable than the American policy. The vessels are under American inspec- 
tion and are built according to American rules, and the insurance companies base on 
that fact. (449-450.) 

€. American merchant marine and ship iiub§ldlCM.— 1. Mrly promi- 
nence.— Ur. Osborne Howes, secretary of the Board of Fire Underwriters and mem- 
ber of the Boston Chamber of Commerce, testifies that his ancestors for several gen- 
erations were American semnen. The American merchant marine has been subject 
to great fluctuations from time to time. In 1790 the merchant tonnage of the Unite(l 
(States registtired for the foreign trade was 864,000 tons. In 1810 it had grown to 981,000 
tons. This growth was chiefly due to the great advantages (he American people 
enjoyed in consequence of the Napoleonic wars, the United States being practically 
the only neutral nation in the world. After 1810 the American merchant marine 
suffered a very serious decline; in 1830 the tonnage had fallen to 537,000 tons. In 
1847 the tonnage had increased to 1,047,000 tons. From that time to 1861 it went up 
with great rai)idity, and at the breaking out of the civil war it amounted to 2,496,000, 
or nearly as much as that of England at that time. The great increase beginning in 
1847 was ])artly due to development of trade with California and the great influx of 
r>iigrati(jn which took place at that time. The profits of the voyages were very great. 
Some ships from Boston to San Francisco obtained freight money enough on that one 
voyage to pay the entire cost of building. When the vessels would unbmd at San 
Francisco, they would proceed to the Pacific islands and do a great deal of trading 
there, possibly returning to the United States bv way of Europe. The officers and 
sailors were better a^lapted to the business than tho.se on any of the foreign sliips, and 
could deliver cargoes in Ixjtter Hhaj)e, so that for five or six years ])rior to the break- 
ing out of the civd war an American ship in Asiatic and Australian ports could obhiin 
better charters to carry goods to Europe than the European merchants would give to 
the vessels of their own country. (702-703. ) 

2. DecUneof the American merchant marine.— Ur. Howes says that the decline in the 
American merchant marine resulted largely from the civil war. (Confederate priva- 
teers preyed upon the commerce, and insurance rates went up to a very high point. 
This would have righted itself when the war was over if the price had been sucli 
that iron craft could have been built, or if the laws had not prevented the purchase 
of foreign-built ships by American merchants. Iron construction of merchant vessels 
ha(l been commenced Ixjfore the war. Several inui vessels had been constructed in 
Boston Harbor, and were employed part of the time in the (lovernment service as 
transjKjrts. They were very well built. The tendeiu^y at that time among the 
American shipownere w'as to favor wooden ve.S8els rather than iron ones. The wit- 
ness’s father ran a line of wooden steamers l^tween Boston and Liverpool, which 
was called the American Steamship Company. The enterprise failed, owing to the 
la(!k of business and the great cost of the vessels. The Pacific Mail Steamship Com- 
jmny some time after the war received a laige subsidy for carrying the mails between 
and Hongkong. It employed four vessels and spent some $5,0(K),(XX) 
in building them. They were poorly adapted to the bu-siness and were not success- 
ful. The money spent in building them was practically thrown away, so far as the 
development of American commerce was concerned. 

In 1826 92^ per cent of the foreign commerce of the United States was carried in 
vessels sailing under the American flag, but at that time the total tonnage for foreign 
voyages was only 696,000 tons. In 1861 the tonnage had increased to nearly 2,500,C^ 
tons, and about 65 per cent of it was carried in American vessels. One reason for the 
neclme in this percentage was that American seamen had found a better business 
tnan carding American commerce only. They had be(!ome the common carriers of 
tbe world. An American vessel in those days leaving New York or Boston was 
irequently out for four or five years. They were doing business all over the world 
and seldom came home except for the purpose of refitting. Wages on the vessels 
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were relatively much more than they were on foreign ships or than are paid at the 
present time on American ships. 

The difficulty that is experienced at the present time is that the ‘ ‘ tools of our trade” 
can not be obtained at a low jarice. The American shipbuilder, owing to the high 
price of the materials entering into the constnitjtion of vessels, has not been in a posi- 
tion to compete on equal terms with foreigners, and the annual depreciation in vessel 
property is very great, representing approximately 10 per cent a year. If the Ameri- 
can shipbuilders had l)een willing to permit the purchase of foreign-built ships by 
American ship merchants, they would nave had just as much to build the.mselves for 
the coastwise business and probably a great deal more in the y/ay of repairing than 
they have had of vessels engaged in the foreign trade. If the law in this regard were 
re|)ealed a resuscitation of the merchant marine would take place. It is not a ques- 
tion of capital, for there can be i)lenty of money obtained to purchase foreign-built 
vessels. (702,705.) 

3. Ship submih's.— -Mr. ilowjss, of the Boston ChamlxT of Commerce, declares 
himself opposed to the subsidy bill. The residt of subsidies to American steamship 
lines has not bi'cn satisfactory. The (lollins Line has been cited to the effect that if the 
subsidies had been continued the line could have been built up, but unfortunately the 
line was doomed before the subsidy ended, partly no doubt through no fault of the 
managers, but largely through circumstances beyond their control. This line as well 
as the English lines at the time were composed largely of passenger steamers. The 
})asHenger lines depend for patronage upon the success and safety with which they 
carry their i)as8engers. The loss of two steamers by the Collins Line was fatal to 
its DusinesH. Mr. Howes dws not think there is any need for subsidy. The con- 
struction of American vessels might l)e undertaken if American shipbuilders could 
purchase American steel plates and other steel fixings for ships as <‘heaply as they 
are 8(/ld by the American steel men to the shipbuilders in Scotland and Kngland. 
He is not aware that in the transportation of freight any foreign Government— with 
the exception of France and Italy, where it has proven a failure — is aiding its 
merchant marin(' Ijy subsidies. Germany never gave a general subsidy, but practi- 
cally only to the North German Lloyd Line. In France there is a general suosidy, 
but it hiiH not stimulated its merchant marine. The subsidy paid by France was not 
a failure because she bought her ships on the Clyde, for she paid a higher rate to 
those which were built at home. The French are the best people in the world 
for the construction of vesstds. It is not a fact that France held her own when she 
had a subsidy. Her merchant marine .may have increiised for a short time, but 
relatively she is now worse off than she was before. There has been a growth of 
the merchant marine of all the maritime nations except that of France. 

In Englaml, so far as Mr. Howes is aware, there is not a single vessel obtaining a 
mail subsidy that is not a passenger and a mail carrying steamer. The Peninsular 
and Oriental Line carries freight as w'ell as passengers, but its main resource is pas- 
senger business. The North German Lloyd has entered the passenger business to 
some extent, running its steamers to the Far Fast and dividing its money with the 
Hamburg-American. These lines carry freight, but are more particularly maintained 
on a mail schedule. The subsidy is paid by Great Britain to the Peninsular and 
Oriental Line on the ground that they are to make a higher rate of speed than it 
would be profitable for freight steamers to make. No other lines operating in the 
same direction care to meet the conditions of speed placed upon this line. The 
purely freight steamers plying between England and the East are not paid subsidies. 
Rougrily speaking, the tonnage of the Peninsular and Oriental Line is about 500,000 
tons; Mr. Howes does not know definitely how many are on the mail schedule. The 
subsidy paid to that line is not so much for tlie sumiort of British commerce as it is 
“for the support of the ]M)litical supremacy of the British Empire.” If the United 
States were to run a line of steamers from Manila by way of Honolulu and pay a big 
subvention, the witness would consider it not so much for the purpose of developing 
American commerce as an endeavor to combine the outlying parts of the United 
States. 

The subsidy bill that was pending in the last Congress, concludes Mr. Howes, was 
not a wise measure. If the protection granted to the American shipbuilder by that 
bill were accompanied by a repeal of the law that prohibits the purchase of foreign- 
built vessels, the bill would not be so objectionable. 

Norway has developed her merchant marine very rapidly without any subsidy. 
The Norwegian steamers carry a very large share of American business. They are 
employed in business all over the world, and have been very successful, making very 
laiw profits. A very large number of the Norwegian steamers are built in English 
and Scotch shipyards. ( 705-71 1. ) 

Mr. Andekson, secretary of the Chamber of Commerce of Pittsburg, is strongly in 
favor of subsidies for buiUling up our merchant marine. That is the policy which all 
Euro|)ean nations have followed. The Latin- American countries are “clamoring” 
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to buy our goods, but can not, because we have no ships to deliver the goods with. 
As to' the length of time for which subsidies would probably be necessary, wo might 
take observations from the older countries. He does not siip^iose that the subsidies 
would be permanent. He would put the handling of the subsidies in the hands of a 
Department of Commerce and Industry, which should, apparently, have some con- 
trol over the rates of the subsidized lines. (644, 645. ) 

Mr. Bryant says that there was a division of sentiment in New Orleans in respect 
of the ship subsidy bill. A great many jieople <lo not believe that the shipping inter- 
est there would be benefited by such a measure, but that only a few ships or a few 
ct)mpanies would receive any benefit from it. He quotes Mr. Hill, president of the 
(treat Northern Railway, to the same effect. There is a general opposition in New 
Orleans to Government subsidies in any form. The result of the subsifly to the sugar- 
growing interests in ^uisiana has not met with general satisfaction. The people of 
New (Orleans would like to see American trade carried in American vessels, and if 
tli(‘y felt that subsidies would effect this result, they would certainly favor it. He 
admits, however, that there are a number of })ersons in New Orleans favorable to the 
measure, and that some of the commercial exchanges had indorsed it. Mr. Bryant 
thinks, however, that it would not make freights any cheaper. The shipping inter- 
ests of New Orleans favor liberal Government appropriations for the improvement of 
the Mississippi. (699-400.) 

Mr. GtuLLAunKU, of the()ld Dominion Line, says that he does not know the condi- 
tions surrounding the other coastwise lines, but so far as he individually is (‘oncerned 
he has not made up his mind whether a subsidy would lie beneficial.’ There is no 
crystallized sentiment on the subject. Coastwise trade could not participate in the 
benetits of a subsidy directly, and he does not see how it could affed those interests, 
except that it might add to their burdens of taxation. Additional trade might hv 
secured incidentally. (450.) 

Mr. Hayne, representing the Merchants and Miners’ Line, states that the subsidy 
act, in his opinion, would not be beneficial to the coasting trade. The domestic lines 
suffer no (“ucroachment from fijreign bottoms, since it is illegal for foreign vessels to 
transport any local business on the coast. (421. ) 

4. Free slum.—Mr. Howes especially urges that Americans should be i>ermitted to 
bu> vess('ls abroad for operation under the American flag. He says that the argument 
for fr(*e ships is not an argument for free imports. The free-ship idea has be in to 
confine a foreign-built vessel sailing under the American flag to the foreign trade, 
\\ Idle an introduction of free goo<ls in this country means they are to bo used in com- 
petition in this country. If the policy of not allowing any foreign vessels to come 
into this country was adopte<l it would lead to one of the worst commercial wars ever 
s(H3n, in which the United States would be the sufferer, because we wouhl be asking 
foreign nations to buy of us and at the same time would be ca.sting obstacles in their 
way. If the restrictions now existing were taken off, most of the Canadian vessels 
would be built in Clevelpd and Detroit, and not on the ( ’anadian side. If the vessels 
on the lakes were restricted to voyages betw’een the United States and the foreign 
countries the lake trade would not amount to anything. Foreign ships jiurchased 
in iMirope by Americans should be given full American register, but sliould not be 
permitted to enter into the coastwise trade. (712.) 

5. (W of shipbuilding in America— Mr. How'es asserts that the difference in cost 
Ijetween the foreign-built veasel and the American vessel depends largely u)M)n the char- 
acter of the trade in which she is to be used. The roughly-built freight steamer costs 
relatively moretobuildiiithiscountry than the highly finished passengerstcamer. The 
reason that Mr. Cramp has been successful in obtaining contracts for the construction 

f Japanese battle ships and cruisers is because of the immense amount 

of skilled American labor that has entered into the construction of these vessels. The 
relative cost of the raw material has amounted to much less than would be the case 
with the common freight carrier, where the cost of the raw material is practically 
everything. Mr. Howes says that the Messrs. Thompson, shipbuilders on the Clyde, 
have told him that all thewocnlwork fortheir steamers was either made in Cincinnati 
or by lalxirers who had been imported from Cincinnati to Glasgow, the American 
workmen being superior in this kind of work to thoa; of England and Scotland. One 
reason why American shipbuilders are not able to produce the average freight vessel 
M cheaply as the foreigners is that they have not been able to get the l^enefit of the 
low price on steel which the foreign builders get even from the American manufac- 
turers. it 18 hard to say whether that condition exists now or not, but it did last year 
or the y^r before. It is quite likely at this time that for a roughly constructed freight 
garner the labor cost would l3e greater here than abroad, even if the steel plates could 
he obtained at the same price that they could be on the Tyne. There is a greatlidvan- 
tage m this country in tne matter of labor, despite high wages, because of its great 
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efficiency. The manager of a large shipyard on the Clyde has told the witness that 
he was able to get only about four days’ work a week from his men, on account of 
drunkenness. This was true through almost all the northern part of England and 
the southern part of Scotland, the loss to labor and capital being such as to give a tre- 
mendous advantage for all Aineriian industrial undertakings. (705-708.) 

6. Co^t of iramjmtiiKj ej-oortsand imports. — Mr. Howks testifies that in considering 
the cost of the import ana export trade to this country it is not fair to take both of 
these matters into consideration, l)ecause the cost of transporting the ex})ort8 is largely 
paid by the foreigners. Tt is more equitable from the American standpoint to con- 
sider only the cost of handling the imports. Tie thinks from $.‘10,000,000 to 
$40,000,000 a year would ligitimatelv cover this cost, possibly $40,000,000. Ameri- 
can shi^w carry about 8 i>er cent of the traffic. The American tonnage is carrying a 
great deal more of the import trade, and always has, than of the export trade. I^ast 
year theAmeri(‘an vessels carried between 13 and 14 pr cent of the import trade, 
and only al)out fi per cent of the export trade. The (;ost of freighting some articles from 
Europe to this country is probably less than one-tenth of 1 per cent of their cost, and 
the witness does not believe that the average freight rate is $15 per ton. (709, 710, 
711,712.) 

7. Mr. MorgnrtJ s purchase of .<<team8hips.^Mr. flowEs points out that Mr. J. P. Mor- 
gan was aide to buy the Upland Line of steamships without being hampered bylaws. 
That line represents sev(m stock waterings, and yet Mr. Morgan paid a premium on 
that. The vessels are under the English flag, which is no particular disadvantage; 
the (juestion of having them under the American flag is primps one of sentiment. 
He does not believe that any subsidy bill will pass unless Mr. Morgan’s lines get 
some of the benefits. The Leylaml Line is reporU'd to have paid 15 to 20 per cent a 
year, even on its overcapitalization. He regards this purchase of Mr. Morgan’s as 
sim]dy a devcdopment or his general system of transportation. (705, 708, 709.) 

D. jNicaruKuan Canal,~Mr. Wiieei.ku, retiresenting the San Francisco hoard 
of Trade, says that the general feeling of the people in (’alifornia is in favor of the 
construction of the Nicaraguan Canal. It is true that the opening of the canal will 
bring (.'hicago, St. liouis, and New York into closer comptition with San Francisco. 
Thocanal will liecome a gateway to the Orient, while San Francisco is about the only 
gateway at jjn'sent. While Sau Franci.sco might, for its immediate interest, consider 
theopningof the canal a disadvantage, the general Ixmefits to the State must be 
great and would react upon the welfare of the city. The canal will open a highway 
for the transportation of California’s products to the Atlantic s(*al)oard and to Europe. 
The fruits and other prishable products which must now go by rail can be put into 
refrigerator vessels and sent by the canal, or the railroads will hav(' to make rates to 
coinpte with the canal. The consumption of California products will be increased, 
new markets will be opened up, and more money will be brought to (.’alifornia pro- 
ducers, and San Francisco, as well as the entire State, will thus be benefited. (751. ) 

Mr. Stubbs, of the Southern Pacifn^ Company, does not agree with the popular 
supposition that the construction of the Nicaraguan Canal will vastly increase the 
trace of San Francisco and the Pacific coast with the Orient. The canal will do San 
Francisco much damage, tending to bring New York, Minneapolis, and the aggres- 
sive lilastern cities nearer by water than they are now to the Hawaiian Islands and 
the Orient. The railroads are going to carry most of the local business to San Fran- 
cisco in any case. There are alre^y too niany railroads there, and by competition 
among themselves and with the canal they may be forced tfi make rates which will 
put them repatedly into bankrupt<*y, but after each bankruptcy they will be better 
able to beat the canal. The advant^e to (^alifornia in securing more direct trans- 
portation U) Europ, particularly of its grain, is small compared with the dMvan- 
tages, especially as that export trade is constantly diminishing in volume. (768. ) 

Mr. Anderson, secretary of the Chamlier of Commerce of Pittsburg, thinks that 
the (.Tovernraent ought to build and operate an isthmian canal, but he adds that it 
would be somewhat absurd to spend $2(X),(X)0,0(X) to build a canal and have no ships 
of our own to go through it. (638, 644. ) 

Mr. Bryant states that the commercial men in New Orleans believe that that city 
would be helped immediately and more laigely than any other city in the Unit^ 
States by the opening of the Nicaragua Canal. (397. ) 

E. Orlential trade,— Mr. Wheeler believes that there is a great future for the 
United States in oriental trade, and that this will prove of jrreat advantage to Cali- 
fornia. Until a few years ago only 2 or 3 steamers a raontn left San Francisco for 
the Orient, while now there are about 12 monthly. The Chinese are learning to use 
American flour bs a substitute for rice. They are an imitative people, and the habit 
will increase rapidly. Instead of California shipping wheat to Liverpool, there to be 
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ground and distributed, it will in the future turn the wheat into flour and ship it to 
the Orient, and the selling of flour is a more profitable business. Mr, James J. Hill 
has bwn building very lar^ vessels in anticipation of this flour trade, and a good 
deal of it has already been developed. 

As yet, in Mr. Wheeler’s opinion, business with the Philippine Islands has not 
l)een aeveloiied greatly except in the shipping of goods for the use of the army. Mer- 
chants do not like to sell goods in a country where there is a w'ar. When the war is 
entirely over the witness thinks that many San Francisco merchants and manufac- 
turers will exploit the Philippine trade, i'he people are already being educated up 
to the use of our products by tlie presence of the army in the islands.* 

Mr. Wlieeler holds, however, that it will lie desirable and necessary for our manii- 
hicturers and shippers to pay close attention to the tastes of foreign consumers in 
making ami packing goods. ’ With this in view a Pacific Commercial Museum, on the 
lines of the Philadelphia Commercial Museum, has recently been established. The 
witness believes that the secret of the decline of the British trade, particularly as 
compared with the German, is chiefly the fact that the British have insisted upon 
the buyers taking what they gave them, w'hile the German have asked the buyers 
what they wanted. (751, 752.) 

F. Boiton export trade.— Mr. IIowrm, a member of the Boston Chamlier of 
Commerce, testifies that Boston, next to New York, is the largest commercial port 
of this country. For the year 1900 its exports were $ 12.3, 858, 0(X), and its imports 
$88, (530, 000. Its trade has been growing with the exception of la.st year, when it 
fell off, owing chic^fiy to the war in South Africa, On this account the freight rates 
practically doubled, thus interfering temporarily with the development of the trade, 
lie thinks the trade for the year 1901 will be considerably over $200,000,000 in value. 
(700.) 

Dwisporiaiion fnalitieK <ii Bouton. — Mr. Howrs says that one reason why the Boston 
trade has developed to the extent it has is because of the si)lendid facilities estab- 
lished there by tlie railroad and other transportation companies. The railroad com- 
panies have built their own wharves, landing slieds, and elevators, and are prepared 
without intermediate charges to put grain intended for Flurope on the vessels. In 
addition to this, the system of carrying freight in regular steamers, in contradistinc- 
tion to tramp steamers, was early develoj)ed. Boston’s trade h) Liverpool is greater 
ev(‘n than that of New York City. The steamers are of the largest size for freight- 
carrying purposes, but their limit has been reached now', owing to the depth of the 
harbor channel. The largest freight-carrying lines are the Leyland, the Dominion, 
the Cunard, and the Warren. The first three of these carry passengers to some 
extent, but the last one is a freight line exclusively. (700-701. ) 

Ocean traffic at l^ew Orleans. — (8ee also Mmijnoppi Hirer tra^c, p. 
CLXxxvi.)— Mr. Bryant states that there are fourteen different lines of steamships 
that come to New Orleans regularly. Two of them, namely, the Leyland-West India 
Line and the Elder- Dempster Line, are the tw o largest lines owned in America. Ship- 
ments are also made to Cuba over the Southern Pacific Line, There are no American 
steamers landing at New Orleans engaged in foreign business. The American lines 
are engaged in coastwise trade. About 1,400 stemmshiiis come to New Orleans in a 
year. A good many tramp steamers touch at New Orleans, but there is no regularity 
in respect of their trips. 

Mr. Bryant states, further, that the foreign vessels trading with New’ Orleans are 
not so fast as the vessels trading at New York, Most of them are freight vessels, 
which require from 14 to 18 days to cross the ocean, their speed Ixiing from 10 to 14 
knots. Few vessels there do passenger traffic. The Cromwell Line, between New 
Orleans and New York, is practically the only line having any passenger traffic out of 
New Orleans, the Southern Pacific Company’s line to New York being a freight line. 
Foreign vessels touching at New Orleans bring their crews with them, as there is a 
law in Ixiuisiana which prohibits the employment of crews in her ports. The crews 
have nothing to do with the loading and unloading of the vessel, that work being 
done by home labor. ( 399-400. ) 

This witness says also that English tonnage at New Orleans is increasing more 
mpidly than that of any other country. If there were a sufficiency of water at the 
jetties, much larger vessels would trade there than now. There is only 26 feet of 
water at the jetties, and many vessels trading at New Orleans could load at 28, 29, 
and 30 feet, while some vessels are building that could load at 36 feet. Some of 
the larger vessels have to go out with less than a full cargo. (394. ) 

Exmrt trade from New Orlean$,—Mr. Bryant states that the tacilities for the trans- 
fer 01 ^rain from barges to ocean-going ships is nearly perfect at New Orleans, 
Illinois Central Railroad has a whari with a very large modem elevator, and is 
Duildmg another at a cost of $1,000,000. The Texas and Pacific road has a large 
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elevator and is building another. The bulk grain business is increasing more rapidly 
than at any other port in the United States. It is indeed now the second port in 
import and export values. There is no complaint about the condition of grain com- 
ing from barges; there is no damage to grain handled in that climate. Breadstuffs 
go from New Orleans almost everywhere in the world, especially to Central America, 
West Indies, and Europe. (39:i.) 

Import trade of New Orlemin.— Mr. Brvant states that the import trade at New 
Orleans is increasing <iiiite steadily, and consists of sugar largely and some lumber. 
The return cargo on barges going upriver is lai^ely sugar. There are two large 
sugar refineries in New Orleans. {389,} 

X. -TRANSPORTATION ON THE MISSISSIPPI AND TRIBUTARY 
RIVERS. 

A. and 4‘liaraeter of IWissliitilppi River commerce.— 

1. General condition of rirer trajOic. — Mr. John W. Bryant, secretary of the Steamboat 
Captains and Owners’ Exchange, New Orleans, states that there is a general impres- 
sion that tlie commerce on the Mississippi River has very greatly decreased in recent 
years, because of the increase in the railroad traffic of places affected by river trans- 
portation, but such is not the case. The annual report of the United States Super- 
vising Inspector shows that in 1899 and 1900 there were more steam vessels on the 
Mississippi and its tributaries than ever liefore. There is a loss of through traffic, but 
a great deal of traffic which formerly was through traffic would now be denominated 
local traffic. Formerly a vessel starting from St. Louis would make New Orleans the 
point of distribution for all the traffic to the other river ports, whereas now a vessel 
starting from St. Louis wouhl trade locally with the points between there and New 
Orleans, and liy the time it arrived at New Orleans would only have about one-third 
of the freight with which it originally started. 

The main rc'ason why the traffic on the Mississippi has apparently decreased is 
because of the illegitimate methods pursued by the railroad comj)anies in respect of 
transportation to and from the princijial river i)orts. Another reason is that the (Xjn- 
ditiuns of navigation greatly interfere with traffic. While the Government is spend- 
ing a peat (h^al of money in improving the river and its tributaries, the results are 
not wnat they ought to lie. The Government usually commences its operations too 
late, waiting until the river gets low, and oftentimes before much work can be done 
the snag boats have to (juit becau.se of low water. Sometimes the snags removed 
were deposited along the banks of the stream, and the next rise picks them up and 
carries tnein back into the channel. (387, 388, 392-394.) 

2. Stniislies as to amount of traffic. —Mr. Bryant states, further, that it is impossible 
to furnish full statistics of the commerce of the Mississippi River, because there is no 
exact record kept. The .steamboats have “trip books,” in which is entered the up 
and down freight of each trip, but no other record is kept. Some 12 or 1.5 years ago 
the witness prepared a statement of the commerce of the river coming into New 
Orleans for the 2 years just before the beginning of the construction of the Eads 
jetties and for the 2 yeans after their completion, and he found that one-third of 
the traffic of the river had been diverted through the development of the railroads. 
In the census of ]89t) complete returns of the commerce on the waterways could not 
he secured. A few years ago railroad interests concerned in the biiilding of a bridge 
prepared for their own use statistics of the river commerce, which the witness thinks 
were colored more or les,s in favor of the railroads, and they put the diversion of 
business at 34 per cent. In the year 1900 Mr. Bryant prepared a table showing the 
commerce of the river. This table shows that the Mississippi River from St. Louis 
to the Gulf, with its larger tributaries, has 6,298 miles of water, 5,695 miles of which 
are actually navigable. In the census report of 1890 for this system the commerce 
was shown to amount to 6,401,203 tons. Mr. Bryant’s statistics show 7,693,998 tons. 
One hundred and eighty-nine steamboaLs passed over the river in that year, making 
6,212 trijis. Their net tonnage was 62,314, the value of the vessels being $4,331,000. 
The tonnage carried amounted to 1,590,004 tons. The barges numbered 1,635, 
and they made 2,470 trips. Their value was $2,003,000, The net tonnage of all the 
vessels was 1,471, 128 tons, and their value $6,3:14,000. This exhibit does not include 
the vessels engaged in harbor work, ferries, railroad transfer boats, or Government 
steamers. The total amount in tons carried on the Mississippi River between Cairo 
and New Orleans was 4,708,355 tons, with a valuation of $94,605,762. The coastwise 
and foreign tonnage from New Orleans to the Gulf via the river amounted to 2,985,643 
tons, of a total value of $144,704,136^ making the grand total 7,693,998 tons and a 
total value of $239,309,898, The principal commodities carried on the river were 
612,242 bales of cotton, 166,049 tons of cotton seed, 153,664 tons of sugar, and 
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444,639,180 feet of lumber and logs. Sixty-six thousand six hundred and fifteen tons 
of steel rails, or nearly 3,500 carloads, were carried on barges from Pittsburg to New 
Orleans. (387-389.) 

Mr. M. C. Markham, assistant traffic manager of the Illinois (Central Railroad and 
the Yazoo and Mississippi Valley Railroad, testifies that prior to 1870 the Mississippi 
River and its tributaries transjxjrted the grejiter part of the freight and passengers of 
that valley. Since that date a large railroad mileage has been constructed. From 
1870 to 1900 the railroad mileage in the Mis.‘<isaippi Valley increased from 27, 182 miles 
to over 110,000 miles. The census reporttnl that in 1889 there were 7,445 vessels 
])lying on the river, with a capacity of 3,303,378 tons, and that 10,858,894 })as.qenger8 
and over 31,000,000 tons of freight were transported. As a conseipieiiee of the 
improved facilities afforded bv the railroads the river traffic at the important trade 
centers situated on the Mississippi River has appreciably declined. 

Mr. Markham says, further, that the statistics of the river trade are very meager. 
He submits tables showing the relative volume of traflic by rail and river at St. 
Louis and New Orleans, as follows: 

Tonmujr. received and .dupped hj river at St. Temh far the yearn named. 


1880. 

1800 

1900. 

Tons. 

80:1,800 

1.037,62f) 

Tong. 

790 

(j01,8()2 

Tong 
.512, 0(K) 
2 1.5, ,580 

Teniin far the yearn named. 

1880 

1890 

19(X) 

Tmu 
r.,09(.,521 
2, T.V., (.SO 

Tong. 
9,969.291 
5, 270, 850 

Tong. 
15,n7.5, 111 
9, 180, :109 


Roooived .. 
Forwaidod . 


The cotton receipts by river at New Orleans in 1880 were 04 per cent of the entire 
cotton receipts of that place; in 1890, 20 per cent, and in 1899, only 15 per cent, 
showing a large decline in the river cotton trade. The rail receipts, on the other 
hand, were in 1899 over 300 per cent of what they w'ere in 1880. 

Cotton receipts at Neiv Orleans. 


By river 
By rail . 


1880 

1890. 

1899 

Bales 

Bales. 

Bak’g 

i 1,087, .522 

425,828 

;«3,4r)0 

027,677 

1,722,47:1 

1,9:1.5.177 


Mr. Markham also refers to a statement made by the captain of a steamboat line at 
New Orleans in September, 1900, to the effect that so much business was diverg'd 
from the river to rail that as the boats go out of commission the prosjx‘cts for profits 
were so uncertain that there was no inducement to replenish the fleets. 

The witness says, however, that there are six steamlioat com})anies with 24 steam- 
ers plying between St. Louis and other river ports, besides 04 independent packets 
and towboats. At Jlemphis there are two jiacket comiwinies and a line of steamers 
running north and south. At Cincinnati there are 29 steamers, with a tonnage of 
16,711 tons, engaged in freight and passenger business between that city and other 
river ports. 

The Mississippi and its tributaries are still a potent factor in diminishing railroad 
rates and revenues. There is a large river transportation of heavy and bulky articles, 
where time is not essential to the movement of the traffic. (425-428. ) 

3. Demralnlity of better etniklm.—Mr. Bryant states that the statistics of river traffic 
are not complete. It would be a good thing for the river interest if the Interstate 
Commerce Commission would compile such statistics. There is a growing impression 
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great danger, one bridge in particular bei^ so low that during the last rise of the 
river steamboats could not under it. The money losses from these bridces have 
l)een enough to pav for any bridge across it, not counting the loss of life. More ton- 
nage is carried on* the Ohio River than on all the other rivers in the Mississippi 
Valley together. Practically all the coal used in New Orleans and along the Missis- 
sippi River comes down from Pittsburg on barges. The upper part of the Ohio River 
haa been so tilled up by corporations making more building room that the river 
has become very narrow and the water gathers and runs out very quickly. Some- 
times a big rise at Pittsburg will last hardly long enough to get out two runs of coal, 
while years ago there would Ix^ water for several months. (H88, 3t)2, 394. ) 

Mr. Anderson, secretary of the chamlier of commerce of I’ittsburg, statea that a 
most remarkable improvement of the Ohio River is in progress by means of movable 
darns. The first of these dams, that at Davis 1 sland, has given Pittsburg a harbor from 
10 to 12 miles long and as deep as desired all the year round. When the water is high 
enough to be fit for boating, the dam is removed. When the rivers fall, the dam is 
put in to store the water. A lock is used to enable lioats to pa^'S the dam when it is 
in use. The lock at Davis Island is the largest in the world. There are some 12 
dams now under contract, and when they are finished the period of navigation on 
the Ohio River will be increased 2 or 3 months. (643, (>47. ) 

€. rales— Competition wllli railroads.— 1 . influeuve of river raie» 

on railroad rates (hckj also as to effect on long and short haul rail rates, pp. cvii, ff).— 
Mr. M.\rkham says as to the influence of the river: “The complexities and necessi- 
ties which confront the railroads in rate making are such as to make this river influ- 
ence almost conterminous with the Rocky Mountains on the one side and the Atlantic 
Ocean on the other. * * * The recognized principle for rate construction ^ * 

has rendered it imperative that certain fixed relations shall Ix^ established in railroad 
rates to common points of <lestination from various points of origin.” 

The river, contmues the witness, makes the rates from St. Louis to Memphis or New 
Orleans and therailroadsrunning between those* points, togetashare of tlu* traffic, must 
necessarily offer rates approximating those made by the river craft. While (diicago 
is not situated on the river, it would be place<lat a disadvantage as regards the Mem- 
phis or New OrU^ans trade if it were not put on a relatively fair ratc^ plane with St. 
Louis to enable Chicago manufacturers and merchants to compete. Again, the mer- 
chants and manufacturers in the outlying towns of importance contiguous to Chiaigo, 
who are seeking markets, will demand from the railroads which serve them such 
favorable rates as will enable them to market their products as against Chicago and 
St. Louis, and it may be to the lx‘.‘<t interest of the roads to comply. Cities farther 
removed that would be affected in the sale of their ])roducts by the favorable rates 
given the others would likewise make demands upon the railroads which serve them, 
and their demands would be granted, and thus “the demand would spread stej) by 
step until almost the entire northern country had partaken in a measure of the low 
rates made necessary in the first instance by the river influence.” 

Mr. Markham says also that by Mi.ssissippi River competition tlic railroads are 
prevented from keeping up rail raU‘8 to leading Southern trade centers. 

Mobile on the Culf of Mexico, 140 miles from the Mississippi River, is supplied 
with railroads which have no interest in New Orleans, and its merchants and manu- 
facturers compete with those of New Orleans at common markets. New Orleans, 
Ixing on the river, is enabled to have low rates, and therefore the Mobile roads are 
obliged to give the same rates to that city from 8t. Louis and points north as are 
given to New Orleans. ‘Other trade centers in Alabama compete in common terri- 
tory with Mobile and New Orleans; and therefore their rates from the North can not 
be greater than the Mobile rate plus the low rates up from Mobile by the Alabama 
River, because they must be put on the same plane as Mobile and New Orleans. 
Galveston (360 miles west of New Orleans) has no river advantages, but the railroads 
serving that city deem it proper to put it on a plane whereby the Northern products 
can be export^ therefrom as well as from New Orleans, and this arrangement 
would affect outlying and intermediate towns between Galveston and the Missouri 
River. 

In this way specific rate differentials are established between trade centers inter- 
ested in effecting sales of their products in common territory. Industrial enteimrises 
remote from the river thus secure much more favorable rates than the railroads 
would be justified in making if the river influence did not exist. 

In the same way the rates from the East to the West are affected by the river 
rates. Grain from Kansas City to New York would pay a rate approximating that 
Kansas City to St. Louis plus the low baige rate from St. Louis to New Orleans, 
rad whatever rate is made from Kansas City to the Atlantic seaboard must be made 
also from the other Missouri River towns. (429, 480. ) 
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Mr. Markham submits the following table as showing the fall of rates by rail in 
the Mississippi Valley under influence of river traffic: 


All -rail rales of freight from St. Louis to Southern cities. 


Commodities 


Flour, per barrel 

Pork 

Sack grain, per 1(X) jxiiinds. 

Meats 

Hay 


1S82. 

1 

im 

$0.6.5 

$0..34 

1.15 

.82 

.3.3 

.20 

.35 

.30 

.33 

.20 


2. Itirer rates and vaihmii rates compared.— Ur. Buy ant states that the river rates 
are very imuh cheaper ordinarily than the railway rates. The rate on bulk grain 
from St. htmistoNew Orleans by rail is 10 cents per hundred; in barges only .3^ 
cents. A line of whaleback barges has recently bet'n establishetl between St. T.(OuiH 
and Nt'w Orleans. They are of a larger draft and are towed tandem, and can be 
int^vcd with much less expense than the old-styh* barges. The manager of this new 
line asserts that if he could lx* assured of not less than 8 feet of water all the year 
round from St. Louis to ('airo he could carry bulk grain from St. Louis to New 
Orleans for 2 cents per bushel. 

The rates on the river are generally uniform, but when the river is low they are 
a little higher, because of the difficulties of navigation. The witness (piotes Mr. 
McRae, member of Congress from Arkansas, who staWs that when the river is up, 
cotton can be sent from (/aruden to New Orl(>ans for $1.2.5 per bale; when the river 
is down and the boats can not run, the rate by rail is $3.10 per bale. Mr. Mcliae 
saj's further that the rate on flour is 35 cents i)er barrel by steaml)oat and 75 cents by 
rad, and that the rate on boots and shoes bv w^ater from Ihjston to Camden is 79 
cents a hundred and by railroad $2.02 per hundred. (389-390. ) 

3. Railieaif di.s(rimiaati(m ni\d river tralfic.—Ur. Hky.xnt states that the railro.ads, in 
deflanee of the long and short haul section of the interstate-commerce law, make 
unremunerative rates from the principal river ports to New Orleans, often carrying 
the freight at a loss, and recoup their losses from traffic on intermediate points not 
touched by the river. The radroads have fixed the rate on cotton from Memphis to 
New Orleansat 85 cents per bale, while from points away from Memphis, they receive 
from $1.50 to $2 jx'r bale. One point 1(K) miles from New Orleans is compelled to 
pay $2 per bale freight, wdiereas the steamboat mtefrom a point on the river oppo.site 
that point is only 50 ccmts. The Memphis-New Orleans rate, after deducting 25 
cents for insurance, is unremunemtive to the steamlxiat, and no cotton is shipped 
from Memphis to New Orleans by boat. The same condition exists in respect of 
Natchez and Vicksburg rates to New Orleans. These discriminations by tin; railway 
conipanies destroy river traffic at competitive points, at the expense fif the commu- 
nities remote from competition. Tx*gislation should correct this evil. (387, 388, 390.) 

4. Space and weight freight rates on river hoots.— Mr. Bryant states that formerly tlie 
freight rates on the river boats were regulated by space or package. A barrel of flour, 
beans, potatoes, or 8< unething of that sort, was carried at a “ dry barrel ’ ’ rate ; molasses^ 
vinegar, whisky, oil, etc,, at a “wet barrel” rate, and boxed goods at so much a 
l)ox. Urge cases, etc., were carried at so much a foot. Now the railroads have 
forced the boats to carry everything by weight. (391.) 

5. Combination in riv(w trap'.— Mr. Bryant states that there has been no attempt 
among the river boata to regulate the rates of river traffic, because it is imjiossible to 
do so. At New Orleansthere were 30steamboats in the freight carrying business; 1 line 
has 3 boats, another 6 or 7, another 4, and the other 17 are individually owned. There 
is no connection of one line with any of the others. Attempts to combine these inter- 
ests would be fruitless, because somebody on the outside having a boat would have 
the same opportunity for business. Nobody owns the river, the conditions being 
different from that of a company owning a railroad track. (391-392. ) 

D. miaccllancoua. — 1, Cost of transportation by river. — Mr. Anderson, secretary 
of the^chamber of commerce of Pittsburg, says that coal is carried from Pittsburg to 
New Orleans by water, 2,000 miles, at an operating cost of $1 a ton, or less than half 
a mill a ton a mile. Coal has been carried by contract in late years at 50 or 60 cents 
a ton, and the empties brought back. (642. ) 

2. Irmrance and risks.— Mr. Bryant states that the insurance on boats is very 
heavy, running from 8 to 18 per cent, because navigation is so dangerous. Snags can 
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not be kept out, and the number of bridges acroiM the stream is so great, and they 
have been built with so little regard for navigation, that they are also a soi^e of 
danger. Hardly any bridge has been proposed but the river men have been forced 
to fight to have it so' constructed as not to interfere with navigation. (392. ) 

8. Jjuniher tnimporlntion. — Mr. Markham states that the decrease in the transpor- 
tation of lumber at Chicago and Ht. Louis is attributed partly to the depletion of the 
forests, but largely by thedoingaway of the middleman. Twenty years ago Chicago 
was a very large market for lumber coining down by ship from northern Michigan 
and Wisconsin. Now some lumber comes in this way, but the railroads have 
built into the lumber regions of Wisconsin and Michigan, and the cars are loaded 
there and go through to their destination direct. The lumber industry in the South 
has also developed. The lumber coming down the Wisconsin rivers instead of 
going to St. Louis now stojis at the Upiwr Mississippi River towns and is distributed 
from there. (481-432.) , ■ 

4. Boat huMng on rivers— Mr. Bryant states that boats can be built on the Ohio 
River for the river tracle better than anywhere else. Most of the boats used on the 
Mississippi and Missouri rivers are built on the Ohio River. The Navy Departnient 
is establishing a large dock at N(‘w Orleans, and that would lead to the establish- 
ment of a shipyard. Small sailing vessels have been built there from time to time 
for many years, and occaMionally a small steamboat has lH*en built. (397. ) 

5. PakenQvr boats. — Mr. Bryant states that at present there are not so many of the 
large, tine passenger boats on the river as fornieny ran from St. Louis or Cincinnati 
to New ( Irleans. One reason is that the boats have to remain idle so long (luring low 
water; another n^ason is that in the early davs the freight from St. Louis was car- 
ried to N(‘W Orlc^ans, which was the i>oint ot distribution for all the river traffic. 
Now the St. Louis traflic is distributed ahmg the river as the boat goes down. Vicks- 
burg, Jfemphis, and Natchez, which formerly did not operate boats, at present have 
one or more lines of their own, but none of these lines carry many passengers, 
1 »ecause they could not compete with tin; railroads for this line of business. ( 392-393. ) 

t). (hlton hales.—Mr. Bryant stated that the sWamboats wouW rather handle the 
Hat cotton bale than the round one, because it is more conveniently stored (m the 
boat. The flat bale contains twice as much weight as the round bale. Out of 78,000 
bales ex])orted from New Orleans in one day recently only 4,300 were round bales. 
(390-391.) 

XI. THE TAXATION OF RAILROADS. VALUATION IN RELATION 
TO FREIGHT RATES, ETC. 

A. Uiiifornilty of taxation— Atyuntiuciit between States.— Professor 
Ada.ms, statistician of tht' Interstate Commerce Commission, declares that everyone 
who knows the difficulties of State taxation of railroads must w'elcome anything that 
lo(.)ks tow'ard uniformity. The railways {)ay all the way from $30 a mile up to $900 a 
mile, and the methods of determining th<5 hixes are dinerent in different States. If 
the Federal Government should make a ])roper inve.stigation of the value of railway 
j)roperty, especially of its physical elements, Mr. Adainsthinks that the States would 
accept it and adjust their taxing scheme to it, and probably come to an undershinding 
among themselves as to the proportion of the valuation of tin* roads which should be 
assigned to each. (382.) 

Professor Adams considers that even if a fair valuathm of a w hole railroa/1 systeui 
were arrived at, the division of the valuation among th(; several States on the basis 
of mileage would not be etjuitable. The })ro rata rule, for instanci', would benefit 
Wisconsin unfairly at the expense of Michigan. (383. ) 

B. Taxuthm and valuation of railroads in mieliiKan.— 1. PreserUsijs- 
lein and proposed changes . — Professor Adams, statistician of the Interstate Commerce 
Commis.sion, says that Michigan has a system of special corporation taxes, by which 
railroads and other properties of that cla-ss are taxed on their gross earnings, the rate 
varying w'ith the classitication of the cort)oration. The gross earnings of railroads 
are deterinined for purposes of taxation by adding to all local earnings within the 
State a certain proportion of interstate earnings. This method was reijuired by the 
constitution of the State, but at the last election an amendment was adopted by an 
overwhelming majority permitting the use of the ad valorem system of taxation. 
The people had come to feel that the taxes which the (corporations paid under the 
statute were not equal to the rate of taxation under the general property law. A 
special tax commission was appointed to make an investigation or the value of the 
railw'ays for the purpose of determining this question. Mr. Adams describes the 
methods of this investigation in detail. While the result of the investigation docs 
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not show values as high as the advocates of ad valorem taxation had claimed, it does 
show that the railways are paying relatively less than other property. As to a 
choice between the two methods of taxation, on capital value ana on gross earnings, 
Mr. Adams says a choice can be made only in view of practical conditions. In view 
of practical conditions ho thinks it would be wise for Michigan to undertake the ad 
valorem scheme of taxation, “l)ecause the j)eopleof this coimtry are not yet ready 
to establish, as it seems to me they might well establish, a distinct scheme of cornora- 
tion taxation.” (874, 888, 884.) 

Professor Adams says that the question is not yet settled in Michigan whether rail- 
way corporations should be taxed uniformly at the average rate throughout the State, 
or taxed on thc4r pro])erty Avithin each district according to the rate in the district! 
(884. ) 

I'rofesHor Ripley refers to the taxation law which has recently been enack^d by the 
State of Michigan. The law endeavors to distinguish between the tangible, phys- 
ical jiroperty of a road and its nonphysical property. An attempt has been made 
to see ho\y mucli it would cost to reproduce every kind of public-service corpora- 
tion now in the State of Michigan. An estimate is made of how much an entire 
railroail is worth solely as tangible, physical property; then it is ascertained what 
the earnings of the road have been on an average for the last ten years, and what is 
a lair capitalization of those earnings. After this is done an endeavor is made to 
determine the difference between the tangible, jiliysical property, which is taxe<l 
under the general projierty laws of Michigan, and the larger sum which represents 
what would lie a fair capitalization of the road on the basis of its earnings The 
difference is considered to be the value of its franchise, which is subject to special 
taxation. (805.) ^ 

2. Recmt efforts as U) vahiation of mifroatfe.— Professor Adams describes the method 
l)y which a special tax commission in Michigan investigated the valiu' of the railroads 
of the State. The plan adopted involved, first, an ap[)raisal of the physical prop- 
erties of the road, and, second, an appraisal of what was termed the nonphysical ele- 
inent. In regard to the physical jiroperties, the cost of reprodm-tion was made the 
basis of valuation. To determine the cost of reproduction a very thorough survey 
of the roads was made. The services of men who had acted as engineers and had 
built considerable amounts of road weresecureil, and specialists were hired for every 
portion of the work. For estimating the grading, profiles of all the roads were 
secured, and the greater part of the roads was traveled over by agi'iits of the com- 
mission, so that they could tell from {lersonal observation about what the cost of 
grading and embanking would be. The number of freight cars of certain classes was 
furnished by the roads and the railroad commissioners, and then a sufficient number 
of cars in each class was personally investigated to give a basis for setting a correct 
Iirice on them. The cost of interlockings, the cost of ballast, the cost of warehouses, 
the cost of docks, all were personally investigated by representatives of the tax com- 
missioners. For the value of the real estate, the commission relied on the services 
of expert real estate agents of the localities. In important cases they went so far as 
to trace the deeds of abutting jiroperty to find out what such property was selling 
for. The railroads were at first not interested in this investigation, but when they 
found that it was carried on in an honest, open, and scientific manner, witliout any 
political bias, they at least gave the agents of the commission the privilege of appear- 
ing on their property, and one of the important roads loaned the services of its 
architect, on condition that he do no work on the property of his own road. 

8omeof the elements of a railroad are not subject to deterioration; hut others 
such as ties and rolling stock, are. When the cost of reproducing each item of 
physical j)roperty hmi been determined, an alloAvance was made for an accepted per- 
centage of depreciation. The sum of the remainders was the accepted value of the 
physical property of the road. 

For the purposes of the investigation the commission adopted the classification of 
construction expenses which is prescribed by the Interstate Commerce Commission 
as the basis of its analysis. This has been w'orked out in much detail and with great 
care. 

Professor Adams believes this theory of the determination of the cost of reproduction 
to bo entirely sound except in its application to land. In strict theory at least it does 
not seem proper to apply the principle of reproduction except to properties that can 
be reproduced, and reproduced in unlimited quantities at uniform cost. The value 
of land is the opportunity that it gives for the location of an industry, It is quite 
possible that that value can not be properly arrived at on the theory of cost of repro- 
duction. 

Haying decided to make a valuation of the physical properties, the commission 
submitted to Professor Adams the problem of framing a rule for valuing what ia com- 
monly called the franchises of these corporations. 
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Professor Adams submitted to the commission his views on this question in a letter 
which is in part as folloM's: 


This nonphysical or Immaterial element is not a simple commercial element, but Includes, among 

^I'.^IuSdes^th^c francSise (a) to be a corporation; (b) to use public property and employ public 
authority for corporate ends. , , , . ^ 

2 It includes the possession of traffic not exposed to competition, a.s, for example, local traffic. 

3 it includes the possession of traffic held by established connections, although exposed to compe- 

tition, as, for example, through traffic that is secured because the line in question is a link In a 
through route. , ^ ^ ^ 

4. It includes the benefit of economies made possible by Increased density of traffic. 

b It Includes a value on account of the organization and vitality of the industries served by the 
corporation, as well tis of the organization and vitality of the industry which renders the service. 
This value, consequently, is, in part, of the nature of an unearned increment to the corporation. 

As corroborating the existence of this element of value in all 8uc<'cssful corporate enterprises, refer- 
ence may be made to the following facts- 

1. (Corporations almost universallv are bonded for an amount in excess of the value of physical 
pro[>erties less the proceeds of the stwk i.ssiicd. If traffic or good will or franchises or organizations 
can be made security for the borrowing of money, is it not evident that they possess an established 
commercial value? 

2 It is not uncommon for courts, in placing railway properties in the hands of receivers, to defend 
their action by the assertion that the step is neceasary in order to prevent the disintegration of the 
property Is it not a legitimate conclusion from this fact that the courts recognize organization as an 
element of value? 

3. The universal recognition of the necessity of supplementing the general property tax by some 
special method of taxation in the case of railways is an acknowledgment of the fact that the general 
property tax by ordinary methods of assessment does not attach itself to the full value of corporate 
property. The general property tax worked well when the major portion of property was material 
and visible: it failed to work well when, through the development of corporate enterprises and credit 
relations, immaterial values came to be relatively significant. 


Tlu* (luostion tlien arises as to the best method of valuing this intangible property. 
The method of ai)pniisement on the basis of the market value of stocks and bonds 
has something in its favor, but is not satisfatdory. Of all the roads in Michigan 
there were oiil v four of who.se stocks and bonds there were a sufficient numl)er of 
(piotations to give a reasonable basis of valuation. Another objection to this method 
for State purposes is that when this valuation is obta.ined it is the valuation of the 
system. There still remains the further question, what portion of the valuation of the 
system to assign to the State. Moreover, in the present case the commission by insti- 
tuting an appraisal of the physical assets of the corporations had committed itself to a 
rule inconsistent with the valuation of stocks and bonds. Abandoning this method 
the value of the intangible property must be determined on the basis of information 
secured from the accounts of the corporations. There are two accounts which miglit 
be used for tliis purpose, namely, the general balance sheet and the income 
account. The general balance sheet contains a nominal statement of the cost of the 
road and equipment, but this statement has often no relation to the actual cost or tlie 
actual value. Any fair apprai.sernent of railway i)ro|)erty must b(‘ reduced to a basis 
of earning jMjwer, and this is to lx* ascertained* from the income account of the 
roads. Another reason for the acc(‘ptance of this ba'^is is that the rules of book- 
keeping, so far as this account is concerned, are fairly uniform for all railways. 
The rules of the Interstate Commerce (Commission, so far as this y>articular account 
is concerned, have been approved by the convention of State railroad commissioners 
an(l willingly accepted by the association of railroad auditors. Professor Adams 
believes also tliat, so far as operating expenses are concerned, the roads follow as 
.strictly as possible the rules laid down. Having accepted the general principle of 
valuation on the basis of earning power, Professor Adams lays down his rule for 
determining earning power, as follows: 

The rule submitted for riie appraisal of the imniaterial values of railway propertie.s, or what I pre- 

to tem the eapitalizationoi corporate organization and businesH opportunity. Is simple, as follows: 

t- Begin with gross earnings from operation, deduct therefrom theaggregate of operating expenses,' 
and the remainder may be termed the "income from oi)emtion.'’ To thisshould be added " income 
of corporate investments," giving n sum which may be termed * total income, " and which represents 
the amotint at the dLsposal of the corporation for the support of Its capital and for the determination 
of its annual surplus. 

2. Deduct from the above amount— that is to say, " total income," as an annuity proiwrly eharge- 

capital— a certain per cent of the appraised value of the physical properties. 

3. From this amount should be deducted rente paid for the lease of property operated and perma- 
nent improvements* charged directly to Income. The remainder would represent the surplus from 
the earnings from the year’s operations, and for the purpose of this investigation may bo 
accepted as an annuity which, capltauzed at a certain rate of interest, gives the true value of imma- 
terial nropertles. 

^^^^bviatc the criticism that both gross and net earnings vary from year to year, It is suggested 
tnal in place of a single year’s income account the average Income account of a period of ten years 
be accepted as the basi.s of computation. The reason for accepting a jaTiod of ten years l.s that under 


The Michigan system of railway accounts prescribed by the railroad commissioner Includes taxes 
c expenses," and for the purpose of this analysis such inclusion may be accepted. 

^me improvements are charged to "operating expenses,” but for the purpose of this analysis 
•u«h a rule bears no significance. 
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exlrting commercial conditions It Is likely that the corporation whose property is appraised would, 
durliiK that period, pass through years of both prosperity and adversity. 

It will be observed that the above rule falls to apprai.se the speculative element in railway prop- 
erty. While this element doubtless affects the price of corporate stocks and corporate bonds, it is 
not entirely clear that It shoald Influence appralsjils for the purpose of taxation. Should, however, 
the coinmkslon desire to compute the pre.sent worth of property, as resting upon expectations in the 
future as well as upon earnings In the past, the pertinency of the above rule would not thereby be 
impaired. This is true, because the speculative value of properties must, from the nature of the 
case, be a modllieation of their value computed upon the basis of their earning capacity. 

An additional advantage of this method of valuation, in Professor A dams’s opinion, 
is that it leaves so little to judgment. There is only one question of judgment: the 
selection of the proper rate per cent for capital. In considering this question it was 
assiimt'd that an investment which pai<i a sure 4 per cent, free of taxation, would at 
the present time command par. lour per cent, free of taxes, on the value of the 
physical proiierty, was therefore set apart as an annuity due to the invested capital. 
The tax on the physical property, separately deducted, was lixed at 1 per cent, on 
the following ground: The average rate of taxation in Michigan is about 14.75. The 
average appraisal of property is about 65 per cent of its value. The average tax, there- 
fore, is about 1 per cent of the actual value of the property. 

The question arises why it would not be iis well to capitalize net income to begin 
with and not undertake the appraisal of physical j^roperty. The chief reason lies in 
the matter of rates percent. That metlio<l would make it impossible to allow an 
income on the physical property atone rati' and to capitalize the remainder of the 
net earnings at another rate. Such a distinction ought to be made. The income 
based on tlu\ physical property is free from all risk of legislative interference. Our 
courts have held that no legislature or commi.ssi()u can reduce rates to a point which 
will not jiay. In some cases the interest en the bonds has been made the basis, but 
the idea is expre.ssed more carefully in the recent Minnesota case as a certain rate 
per cent on the value of the physical property. There is then a judicial bulwark 
against the reduction of the rab^ of interest below 4 or 6 per cent on the cost of repro- 
ducing the property. But w'hen a road shows a value in addition to this physical 
valuation, legislatures are at liberty to depre.sH rates so as to (leprive corporations of 
a iiart of that value. There is then some ri.sk attending this part of the income. 
Because of the risk, buyers of it ought to be allowed a higher rate per cent than 
investors who have no risk. Therefore, while the commission fixed the annuity on 
the capital investe(l in the physical plant at 4 per cent, it capitalized the surplus 
earnings on the basis of a net meome of 6 per cent, after deducting 1 per cent for 
taxes. 

A somewhat intricate (luestion arises in the case where no income applicable to 
inU^rest on capital is left after iiaying the operating expenses. It seems to Professor 
Adams that it would be strictly just in such cases to reduce the value below the cost 
of re()roduction. The earning power ought still to he made the basis of valuation. 
This, however, is not the way other jiroperty is treated. If a man puts up a house 
in a place where no one wants to rent, the local appraiser may lighten his taxes some- 
what, but lie will not lighten them a great deal. 

In three (ases the usual rate of capitalization of the surplus income was departed 
from. In one case a road had only been runnint; ubont a year and a half and had 
not come to a point wliere deterioration added much to its operating expenses. In 
two or three years its operating expenses would be going up. Its surplus income was 
therefore capitalized at 10 per cent. In another case a road hud run into a lumber 
region and nad been very prosj^rous. But now the lumber was all gone and the 
income of the road would he diminished. To estimate the earning [K)wer of the road 
on the basis of its actual earnings during the last ten years would be to estimate it too 
high. On the other liand, the Fort Street Deiiot Company, which owns the union 
depot in Detroit, has a contractual income which is as certain as the rising of the sun. 
To that company a capitalization based on a low annual rate was applied, because its 
income is sure. ( 374-381. ) 

C. Taxation of rallroada In Minnesota.— Mr. Tkisberg, secretary of the 
State railroad and warehouse commission of Minnesota, says that railroads in his 
State pay a percentage upon their gross earnings in lieu of all other taxes, both State 
and local. The whde amount goes into the State treasury. There has be^n some 
agitation of the question of dividing some part of it among the counties, but it has 
not been done. A new road pays 1 per cent on its gross earnings for the first 3 
years; for the next 7 years it pays 2 per cent; after 10 years it pays 3 per cent. 
The question is now agitated in tne State of raising the tax to 4 or 4J per cent. The 
Chicago Great Western holds an old charter which provides for a gross-earnings tax 
of only 2 per cent. The State is bound by this as far as that road is concerned. 
Gross earnings for purposes of taxation are, in the first place, all earnings on local 
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business within the State, and, second, a pro^rtion of earnings on interstate busi- 
ness based on the mileage of the road. Mr. Teisberg presents a table showing the 
amount of taxes paid by the railroads in Minnesota lor each year from 1890 to 1899. 
The amount increased from $743,075 in 1890 to $1,036,262 in 1892. Then it fell off 
to $923,864 in 1893 and to $860,109 in 1894. From that time it has steadily increased 
to $1,444,604 in 1899. (366,367.) 

D. Valuation of railroad property by National Crovemment.— 

Professor Adams gives the following reasons for thinking that Congress should under- 
take the valuation of railroad pn^perty: “ First, because it would greatly assist in the 
develojiment of a unifonn syskuu of State taxation of interstate property; second, 
that it is essential for the intelligent application of the theory of reasonable freight 
and passenger rates; third, it would enable the roads to supply what now.they can 
not supply from their accounts, and in that way an annual statement of their property 
under the prescribed classification.” ^384. ) 

Professor Adams says that if the Federal Government once made a thorough 
investigation of tlie value of all the roads in the United States, a continuous account 
of their value might readily be kept by the Interstate Commerce Commission if Con- 
gress would give the commission power to require the reports. The form of annual 
reports that the railroads make to the Interstate Commerce Commission now contains 
a page for this information; but in a reorganization the new company that takes the 
property does not care anything about the book accounts of the previous corporation, 
does not know anything about them, and does not take them over and report on 
them to the commission. Yet the machinery of the Interstate Commerce Commis- 
sion is probably sufficient to secure a continuous knowledge of the changes of the 
value of the roads, Avith one exception— it has no authority over contractors. If a 
law' were passed by Congress, or by the States, compelling people W'ho build roads 
und('r contract to file reports showing the cost, there would he no difficulty in keep- 
ing the accounts uj) to date. (382. ) 

UiiuiUm iofrc'Hjht Professor Adams thinks that a valuation of all the roads of 
the country, similar to that which has recently been made in Michigan, might, with 
great advantagi', be undertaken by the Federal Government as a basis for the fixing of 
reasonable railroad rates. In a recent State ca.se in Minnesota the principle has been 
laid dow n that a scheme of rates which permits a payment of 6 per cent on the cost 
of reproducing the road i.s rea.«onable. In many cases the reasonableness of a rate is 
finally determined by the ability of a corporation to pay the interest on its bonds. 
But the bonds do not represent the real cost or the real value of the road. If for 
the amount of the bonds the true value of the physical property of the road could 
be substituted, w(' should have something that courts and commissions could work 
upon. (381.) 

XII. GOVERNMENT OWNERSHIP OF PUBLIC UTILITIES, ESPECI- 
ALLY RAILROADS. 

A. General argument for government ownemlilp.—l. Principles of 
mn^Mrmn of '^tublic and private operation.— Prot Frank Parsons, president of the 
National Pul)hc Ownership League, declares that the fundamental test of any insti- 
tution, method, or service must be its effect upon the public good, its relation to 
morals, manhood, government, industry, civilization, and progress— not the financial 
results, but the results on manhood. Material wealth is not an end in itself, but 
only one of the raw materials of civilization. Public utilities exist not for the build- 
ing up of material wealth but for human development. ( 123. ) 

Professor Parsons makes an analytic summary of his arguments on the railroad ques- 
tion, contrasting the diflSculties of private railways with the advantages of public 
railways in twenty-five separate paragraphs undereach heading. This summary 
may bt conveniently referred to and is not here rejieated. (170-172. ) 

2. llie aim of public and private service compared. — Professor Parsons asserts that 
the chief difference between public and private monopolies is that private monopo- 
lies aim at dividends for stockholders, while public monopoly aims at giving a serv- 
ice for the entire community, irres|)ective of any profit that may be made from the 
operation. The aim of the private monopoly is to secure wealth in the hands of the 
few for the present time only, while the aim of the public monopoly is the public 
good, not only for the present but for future generations; the acquisition of material 

being a subordinate consideration, n 24. ) 

.. f'fti^ons refers to a speech by Bismarck in the Prussian Parliament in 

1876, ^d also to the argument of the Prussian cabinet at about the same time in 
support of his proposition that the aim of public ownership in that country, as in 

16 a XIII 
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others, is the bettering of the masses of the people for all time, and that the hnancial 
intere^ of transportation companies should be but a secondary consideration. Bis- 
marck said in relation to state railways: 

“They serve chiefly the public interests of trafiic, of commerce, of the circulation 
and transport of commodities and passengers; besides, as a secondary consideration, 
they aid the public treasury, and in all events promote only public interests. It is 
the misfortune of private railways that a privilege granted bv the state, and a privi- 
ly that could not be made use of without the nelp of the state — we may say a 
monopoly granted by the government— should be legally exploite<l in l)ehalf of pri- 
vate interests and private pockets.” 

The ailment of the Irussian cabinet, which was sent to the Reichstag in 1879, 
with a laill providing for the absorption of the private railways by the state, was to 
the same enect. Similar arguments have been advanced in Switzerland, Hungary, 
New South Wales, and in New Zealand in reference to the taking over by these 
countries of the railways from private ownership to the state. (124, 126.) 

3. Growth of public oimershp . — Professor Parsons declares that there has been 
continual growth of the idea of public ownership of railroads all over the world. 
Public ana private systems have been tried at the same time in Belgium, Prussia, 
Austria-Hungary, Australia, and New 55ealand, and in every one of them the private 
system had given way to the public system almost entirely. The South African 
Republics and Orange Free State have started railroads; and in Cape Colony 2,000 
out of 2,350 miles and in Natal all the railways are operated by the State. The 
same is true of the telegraph and telephone to a very large extent. Even in England 
the Government is the owner of the telegraph, and the French Government has gone 
from private to public operation of the telephone, as have also the Australian colonies. 
The waterworks and electric-light plants in our own country are coming under public 
management very rapidly, over half of the waterworks plants in the United States 
now being public plants. Out of 50 of the larger cities in the United States 21 origi- 
nally built and now own their own waterworks system, while 20 of the others have 
changed from private to public ownership. Fifty years ago the idea of public owner- 
shiiTof waterworks was as vigorously opposed and the same arguments used against 
it as are now used in reference to street railways and railroads. The witness 
believes that the next half century will see as great a change of sentiment and prac- 
tice in the field of transportation. He refers also to the growth of municipal owner- 
ship of street railways in England, and states that while in 1882 there was but one 
municipality operating its street railway system now there are thirty, including 
Liverpool, Glasgow, and other large cities, and that as fast as the concessions to 
private companies expired the municipalities are making arrangements to take over 
the lines and operate them. There is a movement of thought toward public owner- 
ship of municipal monopolies which promises great things for the future. 

Professor Parsons introduced a circular giving the names of the members of the 
National League for Promoting Public Ownership of Monopolies, which shows that 
it is composed of some of the leading men of tlie country. 

The witness refers also to the fact that originally the fire-department service, the 
school system, the public roads, and even the administration of justice were in private 
hands, while now they are all public. If the principle of public ownership and 
operation of public utilities is a right principle, it should be carried wherever the 
reasons for it apply. (167-170.) 

4. Scope of puoUc ownership and rapidity of movement toward i<.— Professor Parsons 
holds that in the taking over of the monopolies by the public, progress should be 
made as fast as experience and the sentiment of the people and the evils of the 
monopolies justify. Public ownership is desirable as to public utilities or monopolies 
of essential services, such as transportation, transmission of intelligence, and lighting 
and waterworks plants. Beyond that he believes the principle of cooperation of 
private capital would solve the practical difficulties in niost cases. A natural monop- 
oly, such as anthracite coal, should be made public ultimately. 

Professor Parsons, however, does not believe democracy in government practical, 
except in a high state of civilization, and for the same rei^n he does not believe 
democracy in industry practical until a slightly higher civilization has been reached 
than exists to-day. (lw-167.) 

Professor Parsons does not wish to be understood as saying that the United States 
is ready for public ownership of railroads, but he believes there is a strong sentiment 
growing in favor of it. The utilities should not all be taken over at once, even if 
public ownership were adopted; at present the only public utilities which might 
well be taken over by the General Government are the telegraph and telephone, 
while some municipal utilities should now be taken over by the municipalities 
themselves. (163.) 
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“ The line of least resistance in industrial progress is to work for public ownership 
and the cooperative organization of municipal mono^lies, such as electric light and 
street railways," and he does not think it Mvisable ttiat national railways should be 
attempt^ until the growth of public sentiment is much stronger in favor of it than 
it is now. So far as the telegraph and telephone service is concerned, he l)elievea it 
is the manifest duty of Congress to at once take the first steps toward making them 
public. (193.) 

5. Method of securmg Gmrrnment ouwrshiv. — Profet^or Parsons states that there 
are seveml ways by which the public might take possession of the public utility 
monopolies without a dollar of taxation. Thus the Government may, in giving a 
franchise, put into it a clause that at the end of a specifieil period it shall become pub- 
lic property, free of debt, as was done in France and some other European countries. 
Another way is for the Government to issue bonds to buy iij) utilities and pay them 
off out of the earnings of the system, as was done by the railroads in Belgium, Ger- 
many, and Austria-Hungary. Another plan is for a group of citizens to advance the 
capital and make the plant a public one, but worked under a lease, so that the ojx^ra- 
tion is governed by the private parties and the city or nation together until the capi- 
tal is paid for out of the earnings, at which time the system becomes completely 
publi(‘. 

With reference to the telegraph, the witness believes a good method would be to 
offer to purchase some of the principal lines if the companies were willing to sell at 
a imsonable valuation, but that if tliey were not, then the Government might build 
some important lines under its constitutional power to build post-roads, and by low- 
ering rates somewhat force the companies to reasonable terms. The same method 
might be adoi)ted with reference to the railroad system, but it would be more diffi- 
cult, on account of the gnat cost of new lines ana the established character'of the 
present system. He believes the most practical plan would be to buy one or two 
great systems and make roiisonable rates and simple tariffs and then gradually to 
absorb the other systems, on the same plan that Prussia and New Zealand pursued. 
There should first be a thorough investigation of all the facts connected with the 
reieipts and operating ex})enses of the companies, so that there should be no exor- 
bitant price paid for the properties. The witness recognizes that the securities of 
corporations are hi the nature of a contract between the company and the holder of 
the sei'urity, which should not violated by the Government, and he is thei’cfore 
in favor of being very liberal on this score. Even if there were watered stocks, and 
even if there were, strictly speaking, no innocent purchasers of securities, wdien a 
change is made for the {lublic benefit the burden of the change .should fall on tlie 
whole people, who are to reai) the lienelit, and not on any particular class. The Gov- 
crninent itself was culpable in permitting so much water to creep into the capital- 
ization of the public corporations. He does not think the Government sliould ever 
pay more than the market value of the stock of any of the public corpomtions wlum 
It takes them over. (191-193.) 

Profes.sor Kifley says that if, under Government ownership, the service could Ije 
maintained as our post-oflice service is, as the Government service in Germany is, 
and all done under the control of the United States, certain of the abuses of the 
present time might be eliminated. If, however, the Government is to have control 
of the railroads, it ought to take over all of the roads at oime, so that there shall be 
nc) comj)etition between Government roads and })rivate roads. In Belgium they 
tried (Government ownership alongside of j)rivateownershi}», and the result was that 
the Government had to c’oine down to the level of cut rates and personal discrimina- 
tion and similar abuses in order to live. The amount of cajiital necessary to take 
over all the roads is so great that the possibility of such a thing is removed for some 
years. In Germany under Government ownership the service is good, but it is not 
at the level of American efficiency by any means. That is due to the absence of 
cornpetition. (294.) 

\alu((U(jn of railroadH. — Professor Adam.s, statistician of the Interstate Commerce 
Commission, thinks that if railroads should ever lie taken over by the Government 
themetlnxlof valuation which has recently been followed in Michiran would be 
^ibstantially correct as a basis of payment to the owners. He adds that when 
Prussia bought her roads they were valued on the basis of a careful estimate of their 
earning capacity. The French roads are to become the property of the state at the 
expiration of their charters on payment for the rolling stock, and without payment 
for the right of way or the connections, but if the Government wishes to take them 
over before the expiration of the charters it can do so by paying an annuity for the 
unexpired term equal to the average net earnings of the 7 preening years. (386. ) 

B. Advantaiai^es of Oovernment ownersliip and evils of private 
ownership. (8ee also detailed chaises by Professor Parsons as to overcapitaliza- 
tion of railroads and discriminations practiced by them, pages lvix, c. )— 1. Definition 
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and diicumon of monopo/y.— Professor Parsons defines inonopoly as any advantage 
which tends to shut out competition, whether it be a franchise, railroad rebate, or other 
privilege. Plverv railroad in the country is a monopoljr in that it has its advantages 
in regard to loc^l traffic and tends to shut out competition in re^rd to that tramc. 
Many other industries are also monopolies, though they may not be wholly free from 
competition. While public ownership would be one of the greatest monopolies that 
could be imagined, still it is a public monopoly, in which there is no evil. The fault 
is not with monopoly, but with private ownership of it. We should not even confine 
public ownership merely to monopolies. Instance the case of public schools, libra- 
ries, fire departments, etc., which are operated by the public ana are not monopolies. 
(165.) 

2. Private monopoly a sovereign power— Political corruptiem. — Professor Parsons 
asserts that the princi})le of the private monopoly is antagonistic to democracy in 
that it means a concentration of power and wealth in the hands of the few, and is 
also an exercise of a sovereign power by private individuals for private interests. 
The charges of mono|K)lies engaged, in essential service, such as transportation, are 
in the nature of hixation, which is certainly a sovereign power. They are, moreover, 
taxation without representation and for a private purpose. The control of commerce 
in foreign goods is also a sovereign power, and this the transportation companies are 
able to exercise even to the extent of nullifying the tariff law by making excessively 
low import rates. Private monopolies are enabled to make or mar the fortunes of 
individuals of a whole Shite or section of a State, which is a power that should not 
be exercised even by the sovereign itself. These monopolies are even able to exert 
a large control over the Government. It is a familiar fact that the great railroads, 
particularly of New York, Pennsylvania, and Illinois, are able to control the legisla- 
tures of those States in railroad matters, and even the courts themselves. Even in 
Miissachusetts, where a better state of affairs exists, it is practically impossible to do 
anything effective in legislation affecting the railroads, or street railroads, or the gas 
and electric light interests. The law establishing the State board of gas and elec- 
tric, light commissioners was drawn by the attorney of the gas monopoly in the 
interest of the gas company, and when a commission was sent by the legislature 
all over the country to study the subject of gas and electric light the attorney of 
these interests accompanied it, and, it is often charged, wrote its report, which was 
naturally against public ownership of these utilities. 

Professor Parsons says further that Governor Pingree, of Michigan, had state<l 
that the street railways owned the Detroit council, and were continually bribing 
them and had tried to l)ril)e him. The same condition of affairs exists in almost 
every State. The witness as.scrts, however, that the people are perhaps as much to 
blame for this condition of affairs as the railroad companies, and are possibly estop- 
ped from raising any serious objection so long as the laws remain as they are, because 
they have assented to the growth of the system. ( 159,160. ) 

3. Etfeci of pahlic oumership on diffusion of wealth and on demoernry. — Professor Par- 
sons believes that the tendency of public ownership is toward democracy in political 
life and against what he terms the'aristocracy of wealth. It would abolish arbitrary 
industrial power in the hands of the few, which is surely as dangerous as arbitrary 
political power. There is also an educational reason favoring public ownership 
m that it would develop the mind and character of those engagea in the operation 
of public utilities. The underlying cau.se of tin* great unrest of the present time is 
that while we have experienced an enormous progress in the a(‘cunmlation and 
diffusion of intelligence and of political ])ower, there is an ever-inten.sjfying conges- 
tion of wealth in the industrial field, and these things are incompatible. “Democ- 
racy of intelligence can not continue side by side with aristocracy and concentration 
of power in industry.” The great fortunes of the country are clustering about the 
industrial monopolies, because they are produced by and fostered by these monopo- 
lies, which are getting more than a fair remuneration of profit. 

Professor Parsons maintains that public ownership of public utilities results in a 
peater diffusion of wealth, while the policy of the private railway systems is to 
build up great fortunes for a limited number of individuals, and to build up great 
cities at the expense of other individuals and other communities. The policy of the 
countries owning and operating their own public utilities is opposed to this and tends 
to a greater diffusion ot wealtn; as expressed by’ the officials of New Zealand, the 
intent is “ to have no millionaires or pamiers.” ( 166-159. ) 

4. Civilization— The test of movement.— Proiemor Parsons argues that the test of the 
degree of civilization of any country is found in the activities of the people of that 
country and the interchange of ideas and commercial interests. In the countries 
where there is public ownership of public utilities there is a greater d^ree of this 
diffusion of knowledge and a greater degree of activity among the people generally 
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than elsewhere. In all the countries which have gone from private to public 
ownership of public utilities there has been a great increase in the business. (166. ) 

Professor Parsons believes that the public-ownership system favors the develop- 
ment of character and intelligence among the people by eliminating the conflict 
between man and man by developing sympathy and giving labor fuller opportuni- 
ties, and that every test of civilization points to a system of public operation of 
public utilities as the ideal one. (167.) , . t t> in 

5 Cinmderation of general welfare under public ownership.— ProwBuor Paksons holds 
that public ownership would eliminate discriminations, rebates, special concessions, 
and matters of that sort entirely. The antagonism of interest between the owners 
of the system and the public would also be eliminated, thereby lowering the rates 
very materially, although low rates are not the only desideratum to be sought. The 
removal of antagonism and the harmony brought about by public ownership would 
reflound very greatly to the public welfare. 

In Germany the railways were coordinated with the telegraph, telephoru‘, and jiost- 
office, and every other public service. The railway tariff is made to enforce the 
national tariff instead of nullifying it, as is often the case in the United States; instance 

thecaseof theTexasandPacificRailwayCompanysomeyearsagocarryingfreightfrom 

Liverpool or 1/mdon, through New Orleans, to the Pacific coast at a rate of $1.07, 
whereas the New Orleans products of the same grade were c-ompelh'd to pay a rate 
of from $2.88 to $8.70 to San Francisco. . . . , 

The witness refers also sjieciflcally to the various ways in which iii Germany the 
peofile, especially shippers and those directly interestiMl, are jiut in touch with the 
control of the railways and other public services, so that their interest is thereby 
increased in the successful ojieration and development of them, and so that these 
services are made to meet the public needs. (150-153.) 

6. Onwderation of local oi/crc.s<.s.— Professor Pa H soN8a,s8crts that the railroads have 
been forced by comi)etition to put down the through rates between large cities, while 
they have left the local rates practically as they were 20 years ago. The result has 
been to build up the cities at the expense of the country. One of the greatest dan- 
gers ill the country to-day is the rapid growth and immense massing of industrial 
power in the cities. In the countries operating their own railways, an exactly 
opposite policy has been pursued, witli the result that there has been less congestion 
ot riusiness in the cities and a greater development of the country districts. 

In New Zealand and Germany the railways are operated so as to benefit the labor- 
ing man and to im])rove the educational service, as well as for the develojiment of 
agriculture. In New Zealand they carry the laborers at cost, or even a little below 
that, and make rates to enable the city workmen to live in the conntr)^ insh'ad of in 
crowded tenement districts. In New Zealand the workingmen aie carried at 50 cents 
a week in and out of the big cities, and in Germany in and out of Berlin at 17 cents a 
week, a workingman lieing enabled to live 5 or 10 miles out of Berlin and go to and 
fro as many times a.s he chooses for an entire year hjr $4.50. In New Zealand cheap 
excursions are made for school children, the rate being ordinarily 4 miles for a cent, 
and the school children of the primary gra<les lading carried to and from school free 
of charge, as is also the (‘ase in some ot the Australian states. It is admitted that 
on tratiic of this kind the railroads are losing money, but the educational value to the 
state is far greater than the cost to the treasury. Agricultural products, where rail- 
roads are owned and operated by the government, are carried at very low rates, some- 
times free, and in case of emergency farm steck is also carried free, with the avowed 
purpose of developing the agricultural interests of the country. (130, 137. ) 

7. Effect of public oumersbip on labor. — I.abor also would be benefited by public 
ownership, says Professor Parsons. The witness would not abolish the bndher- 
hoods connected with the railways, but he would apply civil-service methexis to rail- 
way employees. He instances New Zealand as a case in point where public ownership 
is in vogue, and states that the con.stnadion of railways is so arranged there as to 
relieve depression instead of creating it. Railway management there aims also to aid 
farmers in obtaining the labor they need in harvest time, work on the railroads and 
other public works being reduced in the summer season, when farm labor is needed, 
and increased in the winter, when labor needs employment. The management also 
lets out contracts for construction directly to cooperative groura of workers, with the 
result that the average wages made by the men are nearly double what they were 
able to make under tlie old system oi private contract, l^ecause the men put more 
energy into the work, while the result has been a saving to the state at the same 
time, as well as the development of sympathy and cooperative effort, which is one 
of the mc^t important tests of civilization. Since the establishment of the present 
y^stem, nine years ago, there has been no unemployed-labor agitation in New 
ifealand. (160-162.) 
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8. Safety.— Vrotessor Parsons claims that there would be greater safety in the 
operation of railways under public management than under private management, 
and instances raan^ cases where private corporations have neglected or refused to 
provide safety appliances until they were compelled to do so by law. Under public 
ownership the Government would be interestcKi in having all safety appliances in the 
first instance, or as soon thereafter as jwssible. The witness presents the following 
table of statistics, showing that in the cases where public ownership is in force the 
number of railway a(!cidents is less in proportion than in the cases where private 
ownership is in force. { 153, 154. ) 



Passengers. 

1 Employees. 


Killed, 

1 in— 

Injured, 

1 in— 

Killed, 

1 in- 

Injured, 

1 In— 

United States 

2,267,000 

170,141 

447 

28 

Germany 

Austria-Hungary 

10,700,000 

1,700,000 

966 

36.5 

8,781,000 

652,000 

1,560 

200 

Belgium 

10,000,000 

614,000 

1,360 

616 

Great Britain 

9,000,000 

800,000 

1,070 

43 

Switzerland 

France: 

8,826,000 

710,000 

1,015 

347 

Public roads 

; 12,000,000 

4,000,000 

1,175 

390 

Private roads 

! 5,000,000 

1,000,000 

1,000 

320 


C. Rates and costs of operation. — 1. Principles of rate makijig under pub- 
lic and jrrivate oumership . — Professor Parsons introduces two diagrams to illustrate 
the movements of rates, efficiency of service, receipts, etc., in connection with pub- 
licly and privately owned and operated railways, and contends that it can be dem- 
onstrated that the results of actual experience coincide with the curves of the 
diagrams, showing that private ownership seeks the high-rate level, the level which 
will increase the service used to the point }rielding maximum profit, while public 
ownership seeks the low-rate level with a view to yielding maximum service for 
actual cost. Private managers regulate the business simply to make the greatest 
profits with the least service, wdiereas the tendency of the public service is do look 
to the {freate^t development of traffic so long as it remains within reasonable cost or 
oven if it might operate at a loss. (137-14^1.) 

2. Illustrations of the general tendency of public ownership to lower rates . — Professor 
Parsons states that the Hungarian Government in 1889, w hen it took over to itself 
the operation and management of the railways, reduced the fares 40 to 80 per cent. 
Austria and Prussia also made great reductions in railway charges. New Zealanci 
and Australia, under government management, adopted the settled policy of reduc- 
ing railway rates as fast as possible. In New 5(k*aland in 1899 there was a reduction 
of 20 per cent made on farm products and 40 per cent on butter and cheese, and also 
a general lowering of passenger fares. Belgium also has a very low tariff of rates under 

{ )ublic management. When England mane the telegraph public in 1870 rates were 
owered 80 to 50 per cent at once, and still further reductions were afterwards made, 
much greater than any made in this country under private ownership. When France 
took over the telephone in 1899 rates were reduced from $11() to $78 a year in Paris, 
and from $78 to $39 elsewhere, except in Lyons. 

He further illustrates this jj^eneral tendency by comparing charges made for cross- 
ing the Biooklyn bridge, which is owned by the cities of New York and Brooklyn, 
with the St. Louis bridge, which is owned by the Gould interests, and shows that 
the charges on the Brooalyn bridge are less than one-fourth what they are on the 
St. lA)uis bridge. Foot passengers and street-car passengers are charged 5 cents for 
crossing the St. Louis bndge, but are carried free in New York. The witness also 
shows that Glasgow has made great reductions in rates under public management 
of street railways. (146,146,173.) 

Professor Parsons concludes that under government ownership rates are lower 
than under private ownership of the railways and the telegraph. (173A 
3. Railway rates under government and private ownership.— Prole^r Parsons pre- 
sents the following tableaus showing the average ton-mile and passen^r-mile rates 
in the United Stat^, Germany, Austria-Hungary, Belgium, Switzerlana, France, and 
Great Britain. This table also shows the average distance of haul per ton and the 
average haul per passenger. 
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Average ton-mxU and passengeMnile rates. 

[Germany, Austria-Hungary, and Belgium have state systems; the rest have private systems.] 


United States 

Germany 

Austria-Hungary . 

Helgium 

Switzerland 

France 

Groat Britain 


Rate per 
ton- 
mile. 

Average 
haul per 
ton. 

Rate per 
passen- 
ger-mile. 

Average 
haul per 
passen- 
ger. 

Ckmls. 

MiUt. 

Onts. 

MUes. 

0.75 

130 

2 

26 

1.40 

60 

1.1 

20 

1.44 

57 

1 

28 

1.80 

40 

.88 

12 

2.80 

85 

1.65 

12 

1.48 

88 

1.21 

20 

2.10 


2 

10 


The passenfjer rates are shown to be materially lower in foreign countries. While 
it appears that the rate per ton-mile in the United States is lower than in the coun- 
tries having public ownership of railways, the average haul per ton is much greater. 
Terminal (marges may Ih) assumed to equal 40 cents per ton, which in Belgium 
would equal 1 cent })er ton per mile on the average haul, while in the United States 
the longer haul would make these charges e(iual only about three-tenths of a cent 
per ton-mile, leaving the respective charges for actual timisportation alx)ut one- 
third ('ent in Belgium and nearly one-half cent in the United States. The witness 
therefore holds that, taking into consideration also the i^uestion of wa^es, which are 
higher in the United States than in the European countnes, and other influences, the 
rates in the United States are even higher than in the European countries having 
public ownership. There are, however, so many differences in conditions to be taken 
into account in different countries, such as wages, elflciency of labor, influence of 
grades, capitalization, (^(jst of fuel, density of business and other factors, especially 
differences in the general level of industrial ability, that no one can reach an accu- 
rate comparison b(‘tween government roads in the European countries and private 
roads in the United States. The only way to make the comparison between public 
and private ownership is to consider the roads in the countnes where public owner- 
ship and management are now in force with what they were when they were under 
private management. Such consideration would show beyond any question what- 
ever that pulilic, management is much cheaper, pays better wages, gives more effi- 
cient service, and in every resj^iect is superior to private management. 

In all the countries in which private ownership has been sujierseded by public 
management the rates were greatly reduced immediately. There is an ooject on 
the part of the government in always reducing the rates to the lowest possible 
point con.sistent with the due operation of the road, while in countries having private 
management the companies reduce rates only when forced to do so by competition. 
In the United States tne local noncomjietitive rates, in many instances, are as high as 
they were 20 and 40 years ago, and in some instances higher, whereas no such thing 
can l)e found in anv of the countries under public ownership. ( 137-143. ) 

In New ZealaiKl and Australia, continues Professor Parsons, public and private 
ownemhip have been tried side by side, and the overwhelming consensus of opinion 
there is that public railways serve the public interest liest. Switzerland, after a care- 
ful study of both systems, has recently come to the same conclusion, and her people 
have voted 2 to 1 to transfer the railways to public ownership and operation. These 
are more potent reasons for making the change, and are a better argument than any 
comparison of average rates can be. ( 137-141. ) 

4. Economies of public Professor Parsons declares that in addition to the 

fact that public ownership aims at service rather than profit, and therefore to a lower 
rate level, it also permits economies which private ownership could not secure. 
Reasons for the superior economy of public ownership are as follows: 

(1) The public plant has no lobbj^ expenses or corruption funds to raise. 

(2) It has no rebates or commissions or other secret concessions to favored custo- 
mers to provide for. 

(3) It has no dividends to pay on watered stock. 

(4| It has no large salaries or monopolistic profits to provide for. 

(5J Litigation expenses are less. 

(6) There is a saving on interest charges because of the superiority of the govern- 
ment credit, and also on insurance. 

(7) Public ownership gains through superior coordination of industry. 
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(8) The civic interest of the people is much increased and business is thus facili- 
tatea because people patronize their own institutions much more than they would a 
private institution. 

(9) Strikes and lockouts are avoided. 

(10) The expenses and cost of rcj^ulative commissions and investigations into the 
secrets of private monopoly are avoided. 

(11) Puolic morals are improved and labor agitations diminished. 

(12) The antagonism between the owners of vast industries and the public is 
eliminated. (147-149.) 

Professor Parsons asserts that the wastefulness of management of the various rail- 
way com{)anies of the country would lie eliminated if the Government should take 
the companies and operate them, because the duplication of the management would 
be eliminated thereby. In connection with the other economies which would be 
effected, as shown by a table presented by the witness, he claims that under coordi- 
nated public ownership, in round numl^rs, 1662,000,000 a year would be saved. 
Traffic would be greatly increased by low rates, and it is probable that rates and 
fares could Ixi recluced considerably more than half under public ownership if the 
capital of the roads was paid up. (147-149. ) 

Coordimtion, — Professor Parsons states that in most of the countries where there 
is public ownership of railways the service is coordinated with the telegraph, tele- 
phone, and other public services in such a way that one aids the other very materi- 
ally. Tims, in European countries, one can telephone a telejjram to the telegraph 
office very often without any extra charge. The effect of this jiolicy is to do away 
with the antagonism of interest which exists in countries where the public utilities 
are owned and operated by private companies, and the power of the private com- 
panies to make or unmake a city, or an individual, or an industry, is thus destroyed. 
fl56.) 

6. Relative efficiency of sendee. — Professor pAitsoNs says that wliile the railway 
service in the United States is perhaps better than that of any other country in the 
world, still that fact is not of itself evidence of the suiHiriority of private manage- 
ment. In the United States workmen generally are far superior to foreign laborers, 
and the systems of doing business genemlly in the United StaU‘8 is superior to systems 
of doing private business in any European country. 

The service in Great Britain, under private ownership, is inferior to that in the 
continental countries where public ownership is in force. ( 189, 140. ) 

Professor Parsons states further that a review of the public ownership in practice 
in all the public utilities embraced in the system in different countries shows that 
public ownership is more efficient than private in those countries where both have 
been ^iven a fair test. He gives Germany as an instance. He asserts that where 
there is an apparent lack of economy and efficiency in foreign countries, as compared 
with the United States, it is due to differences which show themselves between pri- 
vate business in these two countries also, as well as to the improvement of the con- 
ditions of labor under public ownership. 

6. Should public utUities be self-supportingf—Vroiemor Parsons does not think that 
it is a universally sound economic principle that every public utility should be self- 
supporting. Morals, intelligence, and civilization are just as vitally related to eco- 
nomics as are dollars and cents. The development of education is just as much a 
part of the business of any public utility as the making of a profit, and the serving 
of the public good is the only admissible purpose of all public utilities. He illus- 
trates this argument by saying that it is right tnat the elevator in a pulilic building 
should be run free and the charge put upon the person who owns the building. It 
might turn out in the same way with railways — that it would be best for the inter- 
ests of the public generally to make them absolutely free. While in most cases, as 
far as the mass of the business is concerned, the public railways in foreign countries 
are managed so as to make a little profit, there is no necessary economic principle 
that would require them to continue on that basis. In this connection the witness 
refers to a summary by Professor Seligman, of Columbia University, on the matter 
of public utilities: 

In all the media of transportation and communication there pcema to be a definite law of evolu- 
tion. Everywhere at first they are in private hands and used for purposes of extortion or of profit, 
like the highways in medieeval Ehirope or the early bridges and canals. In the second stage they are 
“affected with a public interest,” and are turned over to trustees, who are permitted to charge fixed 
tolls, but are required to keep the service up to a certain standard. This was the eraof the canal and 
turnpike trusts or companies. In the third stage the government takes over the service, but manages 
it for profits, as Is still the case to-day in some countries with the post and the railway system. In 
the fourth stage the Mvemment charges tolls or fees only to cover expenses, as until recently in the 
case of canals and bridges, and as is the theory of the postal system and of the municipal water sup- 
ply with us at the present time. In the fifth stage the government reduces charges until finally there 
is no charge at all and the expenses are defrayed by a general tax on the community. This is the 
stage now reached in the common roads and most of the canals and bridges, and which has been pro- 
pot^ by officials of several American cities for other services, like the water supply. 
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Professor Parsons holds that the extent to which public ownership of public utili- 
ties and coopemtive effort have replaced private action in any eonnnunity is one of 
the surest tests of tlie degree of its civilization. The final stage in the case of a great 
universal utility, such as transportation, is free service; hut of course that stage is not 
likely to come or he ajiiiroachcd very soon, because the country is not ready for it. 
The change is not nciirly so unjust as it might seem at first sight, because the prop- 
erty of the large taxpayers has h(‘en chiefly produced hy nontaxpayera and taken 
from them hv an unjust svstem of wealth distribution, wherefore the railroad tax 
would, in very large part, he merely a step toward a fairer adjustment of wealth and 

^^Professor Parsons says, however, that if utilities should he taken over at present 
he would favor making them self-sui)porting, at least at first. lie would nrovide 
the money for ojierating street railways out of the earning of the roads, ami woukl 
leave them on the tax list, just as they are now. He would do the same m respect 
of teleiihones and telegrai»hs, the only difference being that the rates would bti lower 
under public ownership than thev are to-day; that the lowering of the rates would 
increase the l)usiness of the utility, which was one of the principal advant^esof the 
public svstem; that stmie serviijes which do not seem at present to be universal are 
so merely because under jirivate ownershij) rates are so high that they are practi- 
cally prohibitive to the great masses of the j^eople. ( 14.3-144- Ifit). ) 

I>. EfTect of public owiicruhlp on pollllc§.— 1. l^ubiic omiership an aid 
to good f/otrrnwifn/.— Professor Pahsons declares that public ownership of railroads 
would tend to eliminate personal discriminations in rates; would increase the wages 
of the employc'es and shorten their hours of labor, and would remove one of the 
principal causes of the presimt difiiculties with legislative bodies. He believes, how- 
ever, that })ui)lic sentiment in this country is not quite far enough advanced to make 
public operation most sn«‘C('ssful, hut that it is continually growing. Democratic 
government is not incimsistent with good management of these enternrises. In Aus- 
tralia, New Zealand, and (lermany the system has worked excellently in respect of 
ti»e railway’s, telegraph, and telephone systems, as well as in Pmgland in regard to 
tlie telegraph: Kiigland is (piite as democratic, on the whole, as i^nerica; New Zvui- 
land fully us democratic; and this (‘ountry, though democratic, will be able to solve 
the i)rol)lem in time. Professor Paraons ‘holds further that the transfer of the great 
interests to public owrierslnpis one of the strongest influences to secure thorough civil- 
service regulations and would create a higher interest of the people in the Hovern- 
meiit itself. He calls attention to the cities of (llasgow and Birnungham, in which 
the incK'use of [)ublic ownership of the national monopolies luw resulted in the puri- 
fication of tli(‘ cities because the imblic interests have become so groat that the ])eo- 
j)le have become fully aroused to the necessity of having an honest administration 
of affairs, 

Professor Parsons declares that the public ownership of the government itself is 
ea'^ential to real i)iil)lic ownership of other public utilities. In this country, especially 
in some of the cities, the government is in the control of the monopolists, and it would 
not he safe under such circumslances to have the government own the public utili- 
ties. A distinction is to he drawn between public ownershij) and government owner- 
ship. Russia belongs to the latter class. The public there has nothing to say as 
respects the administration of government. If the government is a private monojioly 
everything in the hands of the government is a private monopoly. 

Conqdete public ownership or the government involves civil-service reform and a 
system of direct nominations and direct legislation, so that the j^ople can at all times 
control their representatives and their administrative officers. This is a fundamental 
element in the theory of public ownership and the key to the whole situation. 
(160, Itll, 162.) 

2. Med of mnease of office Professor Parsons refers to the generally admitted 
difficulty in the matter of public ownership of public utilities creating an office 
class anci of increasing the public patronage and the power of the party in power. 
He thinks, how'ever, that there is nothing alarming in that feature of it. Under 
proper civil-service regulations the public servants would be freer than they are to-day 
as the servants of the private monopolies. In New Zealand the employees of the 
public utilities feel absolutely free, not merely to vote as they believe, but to criticise 
the government whenever they see fit. Every railway officer and employee there 
has a vote in electing the appeal board or arbitration court that settles all questions 
between employees and the government. This he terms “a bit of real industrial 
democracy.” An employee who is discharged can apjieal to this judicial tribunal 
to decide upon the justness of his dismissal or upon any other question affecting his 
status as an employee. Thus the employees have far more litierty, both industrially 
and politically, than the government employees or the employees of any private 
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coloration in this country. The same thing is true to a very great degree in Eng- 
land in respect to the employees of the post-office and telegraph, as well as in 
Germany. It would be more aifficult of course to establish the same system in this 
country because of the size of the country and, because we are not educated up 
to that point where there is a public sentiment in favor of it, but these difficulties 
could in time^ be overcome and should be overcome gradually, not by taking all the 
public utilitfes over at the same time, but by taking one at a time and organizing 
that thoroughly on the Inusis of the present employees and officers. Thus the only 
dfference under public ownership would be, so far as the operation is concerned, 
that it would be oj^erated for the benefit of the people instead of for the benefit of a 
few stockholders. After one system was thoroughly established another could be 
taken over and treated in the same manner. 

Despite the fact that there are in the neighborhood of 800,000 railway employees 
in this country, Professor Parsons does not believe that there would be political 
danger if they were made government employees, or that they would be a political 
power in the government. They are, after all, only a small fraction of the voting pop- 
ulation of the country. 

In the administration of government railway affairs, continues the witness, there 
should be local directories and local advisory boards representing the various inter- 
ests of the country substantially in the same way as is now the case in the countries 
where public ownership obtains. Thi.s would avoid the danger of undue offii;ialism. 

Professor Parsons believes in the pensioning of employees who have served faith- 
fully for a long period of time, and holds that the expense of so doing, or any ajiparent 
favoritism, is not any objection at all to his theory. One of the strongest arguments 
in favor of public ownership, indeed, is that it tends to the elevation of labor, better 
wages, shorter hours, sick relief, old age pensions, etc. Those features are not 
objected to as regards the fire departments or the police departments of the cities. ' 
(162-166.) 

E. Objections to OoTCrnmeiit ownership.— 1. Professor 

Parsons refers to the principal objections urged against public ownership. The one 
is the matter of patronage. While there might Ix^ a tendeiuy to the abuse of pat- 
ronage under the public ownership system, the system itself creates a i)owerful 
force opposed to that abuse by increasing the importance to the community of having 
good government, Tlu^ financial interest of the wealthy would be turnc^tl in favor of 
having the Govenunent honestly and fairly administered, while now the tendency 
is often otherwise. Political abuses from private ownership are extremely serious. 
(172.) 

Mr. WooDLOCK, railroad editor of the Wall Street Journal, does not think that 
Government ownership of railroads would be good for the Government or good for 
the people. He sees no more reason for it than for Government ownership of the 
steel business or of the newspaper business. (463. ) 

Mr. Greene, of the Audit Company of New York, does not think that Government 
ownership of railroads would Ixj a<lvisable under any circumstances. There would 
be too much politic.s in the management. (489. ) 

Hon. Charles Francis Adams, of Boston, says that he has no faith whatever in 
Government ownership of industrial enterprises. If left alone, individual ownership 
will beat the Government every time. The l>e8t railroads in Euroi)e are the Englisn 
railroads, and those are left to jirivate enterprise, and are handled accordingly. 
(829.) 

2. Objections of th£ Italian coramiswn.— Professor Parsons states that the report of 
the Italip commission of 1880 is often referred to as proving the case for private 
ownership of the railways. He analyzes that report, however, and asserts tnat its 
conclusions are practically worthless for the United States. The reasons of the com- 
mission were partly invalid on their face, and partly inapplicable to this country. 
The commission lacked almost the whole of the important facts and experiences— 
those of Prussia, Austria, New Zealand, and Australia — that have since demonstrated 
the superiority of the public railways. Moreover, it was appointed on purpose to 
make the decision it did make, the appointing power desiring such a decision. 

The commission based its conclusions upon three propositions: ( 1 ) That the credit 
and finances of the Italian Government were too weak to undertake the opera- 
tion of railroads; (2) the unsuccessful results of a brief experience of 3 years with 
direct operation in northern Italy, these results being due partly to the fact that the 
lines had come to the Government in a dilapidated condition and had l)een o^rated 
by Austrians who were displaced and their places filled by inexperienced men; 
(3) that state operation is more expensive than private operation. 

Any argument that might be sought to be drawn from any one of these propo- 
sitions has no application to the United States. The argmnent as to economy of 
operation was not based on a careful analysis of detailed facts. The railway pro- 
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motere of Italy wanted the lease of the roads and the Government desired it also 
in order to get funds for other piiriwses, especially for the building up of the army 
and navy. 

F. Oovernment ownership of roadbeds only.— Replying to a Question 
as to whether he thought it possible for the public to own the roadbeds, ana corpo- 
rations or individuals to do the transporhition business in competition over those 
roads, Professor Parsons says that he does not favor it because that s^ptem does not 
eliminate the element of antagonism of interest which lies at the lx>ttom of the 
problem. Competition between those operating trains means the building up of 
great cities and of private individuals, and the system of discriminations which he 
believes are insuperable objections to it. Moreover, two companies could not ope- 
rate trains at the same time on any line of railway, so that there would still be 
monopoly except at larger cities. (165.) 

Cr. Regulation of private monopoly.— Professor Parsoos says that regula- 
tion is not sufficient to solve the problem of the public utility monopolies, for the 
reason that it can not overconm the antagonism of interest between owners and the 
j)ublic nor tlie congestion of wealth and power. With public ownership the man- 
agers would be imj)elled to administer the system with the same earnestness and 
honesty as they would their private affairs. (181-182.) 

XIII. THE TELEGRAPH BUSINESS. 

A. CJencral description and statiaties.— 1. Wenfem Union Telegraph Com- 
p/o///.— Mr. Clark, vice-president of the Western Union Telegraph Companv, sub- 
mits extracts from the annual report of that company showing the mileage and other 
conditions of business. In 1866 the company had 87,380 miles of poles and 75,686 
miles of wire. In 1900 it had 192,705 miles of poles and 933,153 miles of wire. In 
1900 it had 22,900 offices. (241.) 

2. yiduhn of inemiges.—T\\Q number of mess^es sent by the Western Union Tele- 
graph ('ompaiiy, as stated in its annual report, increased from 5,879 in 1867 to 17,153 
111 1875. By 1885 the number had reached 42,096 and by 1890, 55,878. The number 
of messages sent in 1893 was greater than in any later year, reaching 66,591,858. 
(241.) 

■\lr. (3ark says that the numl)er of messages transmitted during the year 1900 by 
the Westi^rn Union Com]>any was 63,167,783, which does not include those going 
over tlie leased wires to the jiress and other interests, lie figures the latter classes 
as amounting to 7,500,000, making a grand total of over 70,000,000 messages. (216.) 

3. Postal Ti'lcgraph Coi//pu«//.— A lbert B. Chandler, president of the Postal Tele- 
graidi Company, gives a brief history of the organization and development of the 
company. The Postal Telegraph Company is a reorganization of the original Postal 
Telegrajih Company, and has be(m 15 years under its pres(‘nt organization and man- 
agement. It has acijuired quite a number of smaller telegraph companies, but its 
lirojierty is chieflv of its own construction. The Po.stal Telegraph Company and the 
Commercial Cable Company have been substantially one property since January, 
1897, the cable company being in control of the Postal Telegra])h Company. (193, 
194. ) 

Mr. Chandler states that at the close of last year the mileage of the Postal Telegraph - 
Cable ('om{)any, not including the Atlantic cables, was 26,042 miles, the wire mile- 
age 169,236 miles, the number of offices 20,781, and the number of messages trans- 
mitted 16,528,444, (194.) 

4. Telegraph franchises.— Mr. Chandler states that it is nowMiniversally true that 
in going through any city or town the telegraph comjiany has to acquire a franchise, 
lie claims that under the post-road act of Congress of 1886, and the amendments 
thereto, a municipality can not prevent the erection of poles and wires in the cities, 
but yan only regulate the construction. Practically, however, the difficulty in 
obtaining permission for construction of lines is as great as that of obtaining an entire 
franchise. 

Mr. Chandler says that the method of acquiring franchises varies about as much 
as the number of places, llis preference is to pay a reasonable concession to the 
city government. It is common for the com|xiny to make its wants known and to 
explain the purposes and the extent of its use of the public highways, and make it 
understood that it is trying to do good and not harm, and is willing to pay what is 
reasonable for the privileges asked for. It rarely hapjiens now that competing com- 
panies offer opposition to the securing of franchises. ( 196. ) 

5. Relations of the telegraph comjxiniesto telephone and railroad con^nies. — Mr. Clark 
states that there are no relations l)etween the Western Union Telegraph Company 
and the Bell Telephone Company, excepting that the telephone company collects 
and delivers mepsages for the telegraph com^ny and is paid for it. There was at 
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one time some sort of a contract between the two companies, but it expired with the 
expiration of the Bell patent. The relation of the telegraph company to the railroad 
comt)anie8 in a general way is that the telegraph company has constructed lines along 
the railroads and given the railway companies the use of their wires, and in return 
the railroad companies employ operators to do their own telegraphing and incident- 
ally the commercial business for the telegraph company at the smaller stations. 
There is substantial uniformity in those contracts throughout the country. He does 
not feel at liberty, however, to submit any of those contracts to the commi.ssion. 

The contract with the Bell Telephone Company grew out of a long fight between 
the two companies on the patent question, and it was compromised by the telephone 
company i)aying a part of its royalties to the telegraph company for the term of its 
contract, and the. telephone company took over the plant that the Western Union 
had built. The contract expired in 1896, with the expiration of the Bell telephone 
patent. (217, 219.) 

6. ihran cublex.—Mw Clark states that the Atlantic ealiles are from 1,800 to 2,500 
miles long. The capacity of a cable is not to exceed 17 words a minute. They have 
only one conductor, and must be made very strong becau.se of the great depth at which 
they are laid. It is po.s8ible to duplex the cable, and there is a fortune in it for any 
man who can “(piad " it. 

Mr. Clark states that the cost of laying an ocean cable is much greater than that 
of constructing a telegraph line on land. The general cost of the cable line is about 
$1,000 per mile, and it has only one conductor. Moreover, the cost of maintenance 
of the cable line is much greater than that of the telegraph line. In the case of a bro- 
ken cable in deep water it becomes necessary to fit out an expedition on a large ship, 
which might be out sometimes as much as 3 months in the Atlantic service. (232. ) 

B. Capitallzallon and profits of telegrapli companies.— 1. Charges 
of overcamtalization of Western Union C'ompan?/.— Profe-ssor BAitsoNs states that of the 
$95,000,000 of stock of the Western Union Telegraph Conii)any a very large part is 
water; $60,000,(XK) of the stock represents less than $10,000,000 of actual value, and 
$35,000,000 represents largely stock dividends which can not be analyzed. The 
higliest estimate any legislative committee that has investigated the matter has ever 
placed uixin the amount of money paid in by the stock holdiTs is $16,0(X),000. The 
plant has been built up out of (‘arnings very largely. The railroad commissioners of 
North Uarolina in 1897 had made an extensive examination and came to the con- 
clusion that about $5,(X)0,000 was the actual value of the We.Mti'rn Union Telegraph 
Company over and aliove its bonds. From the )K‘st information obtainable, says the 
witness, it appears that the plant could be duplicated for from $20, 00(1, 000 to $30,000, 000 
at the outside. 

Professor Parsons says further that when recently the attemi)t was made in Ohio to 
increase the taxation of the Western Union lines the assessment was fixed, on the 
basis of two-thirds of the value, at $2,000,000 for the 8,272 miles of line in the State. 
The company claimed that the jiroperty sliould be assessed at not more than $647,000, 
and that the total cost, including all wires on a line, and im'luding also the cost of 
stations and equipment, was on the average $103 per mile of j)oles. On this basis 
the total 190,000 or 200,000 miles of poles owned by (he company would be worth 
about $20,000,000. (185, 186.) 

Mr. Roberts quotes from the Washington Evening Star of 1893 to the effect that 
the paid-in capital of the Western Union Telegraph Company does not amount to 
over $10,000,()00, while its stock amounts to over $80,000,000. All above the 
$10,000, 0(X) is pure water. The Star also stated that if the time should come when 
the Government would buy out the Western Union it would be necessary to squeeze 
this W'ater out of the stock, or else the Government should build its own lines and 
operate them and let the inflated concern take care of itself. The witness quotes 
also from the report of the executive committee of the National Board of Trade of 
November 15, 1882, which gave a history of the great growth of the capitalization 
of the Western Union Company. That report stated that in 1858 the Western Union 
had a capital of $385,700; that 8 years later the stock had increased to $22,0(X),000, 
of which $3,322,000 w^as issued in the purchase of competing lines and $18,000,(X)0 
was issued in stock dividends; that afterwards, w'hen the United States Telegraph 
Company was purchased by the Western Union, over $7,000,000 of stock was issued, 
which was alleged to be 5 times the value of the property taken in ; and that in the pur- 
chases of the other telegraph companies, occurring subsequently, practically the same 
proportion of stock was issued in respect to real value as in the cases mentioned. 
The witness states that it is the universal opinion of those who have given the subject 
consideration that “on one side are the people and on the other the Western Union 
Tel^raph monopoly. ” j 267, 271 , 272. ) 

2. Denial of overcapitalization of Western Union Company.— Mr. Clark denies the 
charge that the Western Union Telegraph Company is overcapitalized. The rates 
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charged would compare favorably with the rates charged by any system of telegraphs 
that could be put upon the same basis without governmental aid, and there are no 
overcharges. Comparing Great Britain with the United States, the total cost of the 
lines in Great Britain up to March 31, 1900, was |66, 603,662, or an average capital 
account of $1,530.80 per mile of poles and $215.90 r)er mile of wire. The total capi- 
talization of the Western Union Telegraph Company, including the stock, the col- 
lateral trust l> 3 nds, and all other bonds and liabilities^ amounts to $1^31,364,665. On 
this basis the capitalization per mile of poles in the United States is $703.80. Deduct- 
ing the Atlantic cables from the wire mileage, the capitalization per mile of wire is 
$141.70. Thus the capitalization per mile of poles in Great Britain is more than 
twice as much as that of the Western Union Company and the capitalization per 
mile of wire one-half as much more. 

Figuring the capitalization from another standpoint, and deducting $11,000,000 
of assets from outside companies that are not telegraph companies and whose sys- 
tems are not in any way comprised in its mileage, the capitalization of the Western 
Union is $120,364,665, or $646 per mile of poles and $129.80 per mile of wire. 
(212,213.) 

Professor Parsons criticises the statement that the capitalization of the Western 
Union Tckgraph Company is $645 per mile of line and $130 jier mile of wire, while 
the British capitalization was estimated at $1,530 per mile of line and $216 per mile 
of wire. He says Mr. (’lark’s estimate of the British capitalization is made up by 
a<lding to the outstanding capital debt the whole cost of extensions and impnwe- 
ments from the beginning, and making no allowance for depreciation. Besides this, 
it is well known that England i)aid the company at least four times and probably 
five or six times the actual value of the lines. It would be better to take for compar- 
ison the telegraph capitalization in some country that had not made such an exorbi- 
tant purchase. Better still would it be to compare the $645 a mile with the cost of 
construction in this country or with the Western Union claim in recent litigation in 
Ohio, that its whole property in that State did not cost over $103 per mile of line. 
Even this contra'-t probably does not show the rc?al inflation in Western Union cap- 
ital, for Vice-Pn'sident Clark took the whole mileage of ixdes and wire reported by 
tlie companv, w'hich there is the very best reason to believe is the sum of all the lines 
bought and Built from the start, many of them now in the junk heap. Vice-President 
Clark sa}s that the “capital of the Western Union Company has resulted from the 
amalgamation of a large number of telegraph companies from the beginning,” and 
everybody knows that when companies amalgamate the resulting capital is a good 
dearmortWliau1h(‘ siim of I he former separate capitals. What is the relation between 
capitalization and the real valm^ of the i)lant is the important cpiestion. (889. ) 

Mr. (/L.\i{K stat(“s that the Western Union Telegraph Company guarantees the 
stocks of other companies w’hich it has taken into its system, amounting to quite a 
large sum, for w’hi('h no Western Union stock luis been issued. The stocks of the 
companies for which Western Union stock has been i.ssued have been canceled. 
Tliere arc about 11,000 stockholders of the Western Union (’ompany, only about 50 
of whom hold large blocks of stocks. The regular dividend is 5 per cent, and has 
been so for a number of years. (226.) 

Mr. (dark states further that the capitalization of the Western Union Telegraph 
Company has not been increased with the iiKTeaso of the service and with tne 
amount of money expended in the betterment of the system. Referring to the 
absorf)tion by the Western Union of the Atlantic and Pacific and the American 
Union Telegraph (’ompanies in 1879, he says that he is unable to tell whether the 
capitivl sto(!k ot the Western Union was increased at that time or not, but whether it 
was or not (referring hi an opinion of the United States court of appeals) there was 
no more increase in the capitalization than the values of the property absorbed 
would - warrant. The capitalization per mile of wire has steadily gone down 
liecau^e the property has been reconstructed without adding additional capital to it, 
the amount for recoastruction being taken out of the earnings of the company. 
( 221 .) 

3. Cost of rei/roductim.—Mr. Clark, referring to the arguments that the cost of 
reproducing the property should be the proper test of its value, maintains that this 
is not the correct test. Moreover, the claim that the lines can be reproduced for 
$120 to $130 per mile is preposterous. This would not lie true even if there were 
but 2 wires to the line, and wnile only about 30 per cent of the lines of the Western 
Union Telegraph Company have only 2 wire^i, on many of the lines of the system 
there are as many as 200 wires, which make it very much more expensive. The cost 
of expensive teraiinals in the various cities (many of which run up into the millions 
of dollars) must necessarily be taken into consideration in determining the value of 
the property. It cost the company $100,000 per mile to constnict the underground 
and pneumatic system for 3 miles from the uptown to the down town offices in New 
York City. The witness further maintains that another factor in the value of the 
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property h the fact that it has been built up by the brains of many managers and has 
a certain value which miglit be termed its good wiil. The property as it is to-day 
represents in a large part many renewals and reconstructions; this outlay would 
amount to from $50,000,000 to $^1,000,000 expended since 1860. (215. ) 

Mr. Clark states that he can not make an estimate of the average cost of construct- 
ing a mile of poles with 1 wire, because there are so many varying conditions in 
the country as to render an estimate unreliable. He also states that he can not esti- 
mate the cost per mile of wire and the cost of terminals, for the same reason. 
( 221 , 222 .) 

Mr. Chandler states that the cost of building a telegraph line varies. He has 
known a good single-wire telegraph line to be built for $150 per mile, and he has 
known single lines of telegniph in cities to cost $10,000 under ground. (204. ) 

4. (hpitnlization of PoHfol Tdeomph Company.— M.r. Chandler states that the cap- 
ital stock of the Postal Telegraph Company was, at the time of the acquisition of the 
proj^erty by the Commercial Cable Company, exchanged for bonds of the Cable Com- 
pany. The whole capital of the Postal Company— $20,000,000— is in bonds issued by 
the (-able Company in exchange for $20,000,000 of stock of the Postal Company and 
for property siiu'e acipiired. The Postal Company has no shares of the stock out- 
standing on its land-line properties. The Postal Company has no sinking fund and 
no cumulative feature in its interest-bearing bonds. The $20,000,000 of bonds cover 
not only the tangible property of the companv, but its franchises, })atents, and a 
variety of requisites for carrying on the telegraph business. (194. ) 

Mr. Clark slates that tlio Postal Telegraph and Cable Company has $18,000,000 of 
4 per cent bonds, and that that does not cover all that the lines have cost, wliich is 
about $20,500,000. On the mileage given by that company in the United States it 
is capitalized at $782 jiermile of poles and $121 per mile of wire. This company 
was the result of a numbiTof reorganizations of other comiianies and has been built 
up on practically a cash basis. (212-213. ) 

5. Profits of the Western Union telegraph system.— Mr. Randall traces the growth of 
the Western Union telegraph system, beginning in 1858, when its capital stock was 
only $385,780, and states that during the next 8 years its stock dividends amounted 
to nearly $18,000,000; that the largest dividend declared by the company up to 1874 
was 414 per cent. The company has realized $100,000, (XX) in 25 years in dividends. 
An investment of $1,000 in Western Union stock in 1858 would have received up to 
1890 stock dividends of more than $50,0(X) and cash ilividends equal to $100,000, or 
300 per cent of cash divi<lends per year.- (243-244. ) 

Professor Parsons states that Po.stmaster-Ceneral Wanamaker’s investigations 
showed that early inve.stments in Western Union stock have received an average of 
^ per cent cash dividends per year from 1858 up to 1890 and 150 per cent per year 
in stock dividends besides. Cash dividends for the period from 1858 to 1866 were 
100 p('r cent a year and the total dividends 700 per cent a year. ( 190.) 

Mr. Clark states that the annual gross earnings of the Western Union Telegraph 
Company amount to nearly $25,000,000, while the gross expenses are about$18,500 000, 
whicn leaves a balance of something over $6,0(X),000 for dividends on the stock, for 
interest on the bonds, and for sinking-fnml purposes, with a small surplus. The 
expenses for a year are made up of operating and general expenses, amounting to 
over $13,000,000; rental of leased lines, over $1,5()0,000; maintenance and recon- 
struction, nearly $3,000,000; taxes, a little over $500,000; equipment, a little over 
$300,000. The operating and general expenses for salaries amount to $9,000,000, 
or practically 50 per cent of the whole expenses, which does not include the salaries 
for regular linemen, spiMual line gangs, and general labor expenses. (216. ) 

6. PrM of Postal Tekgraph Company.— Mr. Chandler statos that the l^ostal Tele- 
graph Cfompany earned and paid 4 per c.ent dividends previous to the sale of its 
property and has just about earned the interest that has been paid by the Cable 
Company on the bonds since the acquisition of its property by that company. (194.) 

Mr. Chandler states that all the earnings of the Postal Telegraph Company above 
dividends of 4 per cent paid on its $20,000,000 of bonds have been invested in 
extension and new construction, but that it is impracticable to ascertain accurately 
the amount of surplus earnings that have gone into the property. (194, 202. ) 

Mr. Chandler states that the Commercial Cable lines have up to this time had an 
advantage over the land lines in earning capacity. (202. ) 

C. Telegraph rates.— 1. Telegraph rates in United Mes.—Mr. Randall states 
that the rates for telegrams in this country are so varied that it is difficult to tell 
what they are from one place to another without going to a telegraph office and mak- 
ing inc^uiry. He submits a table showing the rates from New York to all the princi- 
pal cities in the country, ranging from 25 cents for 10 words and 2 cents for each 
additional word to $1 and 7 cents. This table is as follows: 
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Alabama, 60 and 3. 

Arl 2 ona, $1 and 7. 

Arkansas, 60 and 3 and fiO and 4. 
California, and 7. * 

Colorado, 76 and 6. 

Connecticut, 26 and 2. 

Delaware, 26 and 2. 

District of Columbia, 26 and 2. 

Florida, 00 and 4. 

CeorKia, 60 and 3. 

Idaho, 81 and 7. 

Illinois, 60 and 3. 

Chicago, 40 and 3. 

Indiana, 60 and 3 and 40 and 3. 

Indian Territory, 76 and 6. 

Iowa, 60 and 4 and 50 and 3. 

Kansas, 60 and 4 and 60 and 3. 

Kentucky, 60 and 3 and 40 and 3. 
Louisiana, 60 and 4. 

Maine, 25 and 2 
Manitoba, 76 and 5. 

Mari land, 2i) and 2, :I0 and 2, and 40 and 3. 
Massichusetts, 26 and 2 
Minnesota, GO and 1 and 60 and 3. 
Miasiasinpi, 60 and 3. 

Missouri, GO and 4 and 50 and 3. 


Montana, 75 and 6. 

Nebraska, 60 and 4 and 50 and 8. 

Nevada, $1 and 7. 

New Brunswick, 50 and 3. 

New Hampshire, 20 and 1 and 25 and 2. 
New Mexico, 75 and 5. 

New York, 20 and 1 and 26 and 2. 

North Carolina, 50 and 3. 

North Dakota, 76 and 5, 

Ontario, 40 and 8. 

Oregon, 81 and 7. 

Pennsylvania, 25 and 2 and 20 and 1. 
Quebec, 40 and 3. 

Rhode Island, 25 and 2. 

South Carolina, 50 and 3. 

South Dakota, 75 and 5. 

Tennessee, 50 and 3 and 40 and 3, 

Texas, 75 and 5 and 5'.) and 3 
Utah, 75 and 5. 

Vomiont, 25 and 2. 

Virginia, 40 and 3, :«) and 3, and 25 and 2. 
Washington, 81 and 7. 

West Virginia, 40 ami 3 and 35 and 2. 
Wisconsin, 50 and 3. 

Wyoming, 76 and 5, 


Mr. Ilandall nays that there are is})ecial rates less than tlie coniinereial rates given 
in the table, but that there does not seem to he any universality even in respect of 
these sjiecial rates, lie believes in uniformity of rates; he does not think distance 
should he considered in telegraphy any more than in the carrying of the mails. The 
company has the line erected and the operators employed, and it really does not cost 
any more to send a telegram from Maine to California than from Washington to 
Alexandria. Nineteen twentieths of the telegraph business of the company is done 
within a radius of 1,000 miles of New York, and nites on that business would jiay for 
any deficiency in the revenues for longer distances. (251, 257, 258.) 

Mr. Cl.vkk ilescribes the various kinds of rates in force in the telegraph system of 
the country. Th(‘ commercial rates are made up in different ways. For instance, in 
some States the rate for a 10-word m.essage is 25 cents for the whole State and there 
are also such 8i)ecial rates from State to State and between large centers. The rates 
for local purposes all through the country, if not thus sj)ecially determined, are made 
up by a system of square's, a square being 50 miles each May, and the rate being 25 
cents frtuii any sejuare to any two circles of eontiguous squares. The highest rate 
charged for the country is $1, which is from the Atlantic to the Tacific coast. There 
is also a system of night rates east of the Rocky Mountains, by which messages can 
be transmitted during the night and delivered next morning at about half the day 
rate, there being no rate less than 20 cents. (209, 210. ) 

Mr. (!ir vndlrr states tliat the rates of the Postal Telegraph Company for messai^es 
of 10 words, exclusive of date, address, and signature, range from 20 cents, applying 
locally in a few cities, to $1, applying between the extremes of the Atlantic and 
Pacific coasts, and that the average amount received i>er message during the year 
1900 was 34.2 cents. He states further that the small customer is as cheaply served 
as the large customer, a circumstance which is due to the fact that in the transmis- 
sion of telegrams every message takes exactly as much time of the operating service 
and as much use of the lines as every other measage of equal length. 

Rates are fixed on a system similar to the zone system. The whole country is 
divided into squares, and the rate is made from one square to another. ( 194, 195. ) 

2, Comparimi of European and American telegraph rates . — Professor Parsons 
states that the average telegraph receipts in this country are alwut 31 cents for ordi- 
nary me.ss^eB, while in European countries the rate is very much less. He submits 
the following table showing the comparative rates for the principal European coun- 
tries to be less than one-half what the rates are in this country: 


j 

Country, 

! 

Ordinary 
rate per 
word. 

Gromary 
minimum 
charge per 
me-Hsage. 

Average 
receipt 
per mes- 
sage. 

j 

Great Britain 

CciUh 

1 

dents. 

12 

dents. 

France • i 

1 


lot 

Germany i 

J 

u 

a 

12 

10 

lot 

Belgium 


Switzerland 

1 

12 

of 

Austria 

• 

I 

11 


United States 


31 
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Mr. Parsonfl asserts that the difference in rates between the United States and 
European countries can not iw accounted for w holly upon the greater distance in 
the United States, as is claimed by the Western Union Company, because, if the 
total cost for maintenance and reconstruction of the Western Union were taken as a 
basis f(ir calculation, the increased cost per message would not exceed 3 cents. (186, 
187.) 

Mr. Kanoall declares that the rates for telegraph service in this country are 
excessive and very much higher than the raU‘8 for similar service in the European 
countries wliere the telc'graph is under government control. tSixty-uno per cent of 
the telegraph lines of the world are under government ownership. In the European 
countries no more charge is made for 100 miles than for 1 mile, the same principle 
being applied to the telegraph there as to our jMJstal system. In most of these 
countries the posUd s(*rvice and telegraph are combined, and in nearlv all of them 
the combined service makes a profit. He instances Italy in 1800 as having a net 
profit of $.306,8.37 from the combined service. He quotes from Postmaster-General 
Wanamaker: 

“1 believi' that a telegraph company could make a great deal of money on a uni- 
form 2.')-ceut 20-word message to all })arts of the country. The increase of business 
on lower rates would be so large that the profits of the telegraph company, in my 
judgment, would not be diminished.” (244.) 

Mr. lioBKKTS states that the rates for telegraph service in this country are greatly 
in excess of the rates in European countries, where the lines are operated by the gov- 
ernment, and that the service here is inferior. The Western Union Company, in 
making comparisons W'ith Pairopi^an countries, has always contended that one oi the 
reasons why rates were higher here than there was because of the greater distances. 
The Western Union, in making this argument, always attempts to minimize European 
distances and magnify distances in the United States, and he submits some figures 
taken from the Western Union statistics in 8Uj)port of his statement. (271. ) 

Mr. Clahk states that the average rate received for telegrams of all lengths by the 
Western Union Company is 30.8 cents and the operating expense about 25,1 cents. 
Th<*se figures are obtained by dividing the tohd receii4.sand ex])en.‘^es by the number 
of telegrams. I ii Great Britain tin* averag<' cost per message is 1 5 (“ents. If the rates 
of Great Britain were raise<l to practically what they are in the United States, tlie 
service would jjerhaps be self-supporting. He states, however, that the messages 
passing over international liiH‘s in Eurojie ani charged for at a higher rate than for 
similar messages in the United Statos. (224-226. ) 

Mr. Clark Stab'S that the telegraph rate.s in the Europi'an countries are based on 
the entire count of the me.saage, including a<ldress and signature. The rate in Great 
Britidn is 12 cent.s as a minimum, which covers J2 w'ords, and 1 cent for eai'h addi- 
tional word. In France the charge is 10 cents for 10 words or less, in Norway 13 
cents, and in Germany 12 cents for lO-word messages. In Belgium 15 words or less 
may no sent for 10 cents. The additional rates in each of these countries are about 
1 cent per w'ord. Me.ssage8 to all di.stances are apparently at the saiiu' rates. 

Mr. Clark asserts further that the distances in Fluropean countries are very short 
compared wdth those in the UniU*d States. The circuits in whii'h the 25-cent rate 
w'ould apply in the United States are much larger than the usual circuits in Great 
Britain, with which he makes particular comparisons. About 65 per cent of all of 
the messages in Great Brita*’ are sent into and out of London. Distance is a very 
important item in any consideration of the question lus to whetlu'r the rates in England 
can be projierly compared with the rates m the United States, the conditions being 
so different. 

Finally Mr. Clark emphasizes the fact that in the United States there is no charge 
made for the address and signature of the message, while in the European countries, 
witli which comparisons have been made, these matters are counted as part of the 
message. AVhile the rates of the European countries w ould appear on thgir face to 
be much below the rates in the United States, it would be found upon examination 
that a message in the United States costing 25 cents would average 21 words long, and 
at the rate of 1 cent a w’ord, which is common in the Euroiajan countries, this would 
cost 21 cents per 10- word me.s.sage. (208, 209.) 

Referring to the rates in the European countries, Mr. Ciiandlek says: 

“ In European countries the distances are very short in comparison with ours, and, 
besides, in European countries every w'ord is charged for. Here the rate is imon 
the message itself. .The date, address, and signature are not paid for. * * ♦ l 
have repeatedly been informed, both by telegraph officers abroad and persons using 
the telegraph there, that, taking into account the fact that all words are charged for 
by foreign governments and that the distances within the limits of European coun- 
tries are less than in the United States, rates there are nowhere low(*r than here, and 
in ca.se of messages going from one country to another they are much higher.” 
(194, 195, 202, 203.) 
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Professor Paksons replies that Mr. Clark’s comparisons are vitiated by his assump- 
tion that 1 1 words is the average of the address and signature, thus making 21 woros 
the ordinary message as the basis of comparison. Pi^ident Green, of the Western 
Union Telegraph Company, some years ago placed the average number of words in 
the address and signature at 7 |)er message. Even if the average message were 21 
words here the comparison would not be fair, for it is i^rfectly certain that the aver- 
age message for England is alx)iit 15 words only. The ndnirnum rates at which 
messages can be sent, and tlie actual average charge, are vital matters for making 
comi)ari8ons. In Great Britain a message from any point to any other jx)int in that 
country may be sent for 12 cents. From any point in the States of MWachusetts, 
New York, Connecticut, or New Jersey to another point in the same State is 25 cents. 
The average charge for all messages in Great Britain is about 15 cents, as against 31 
cents in the United States. Mr. Clark admithMl, says Mr. Parsons, that 3 cents a 
message added in Great Britain would jiay for all extensions and cover the interest 
charges on a debt overloaded by the purchase of lines at about four times their value. 
By Western Union data less than 3 cents of the 31 charged in the United Statics are 
due to distance, and the evidence shows that telegraph cx|xuises are not run up by 
paying high M ages. (887.) 

3. Interimiionnl — Mr. (h.ARK states that, as to the through business on the 

Continent of Fliirope, one can regi.ster a code address just as is done in res|)ect of 
cable messages and pay $5 per year for that registration, but that that system is not 
used by the general public tK'cause it is too expensive. It is safe to assume tliat 
practically all the general business passing between Tamdon and any of the large 
cities on the Ojiitinent would be on the same count as business in the llnited States, 
the tendency being to make it more, becausi^ the names of streets are much more 
involved there than here The rate f<>r all international business in Europe is made 
on a word-count and not on a count of 10 words or less. The rate between Ivondon 
and Paris is 5 cents per \\(»rd, or 11.05 on the message of the average sent in this 
country at the lO-word rate; whereas from New York to any })art of New England, 
I’ennsylvania, or New Jersey (which is practically the same distance), the rate 
would be but 25 cents. “From TA)ndon to Marseilles, 827 miles, the rate is 5 cents 
a word; that would Ik* tlu^ same as Paris— 11. 05 — while our rate from New York to 
Chicago, about the same distance, is 40 cents. From London to St. Petersburg the 
distance is 1,774 miles, and the price is lU cents a word, or $2.41 for 21 words, 
while our rate from New' York to Galveston, 1,789 miles, is 75 cents. From London 
to Berlin is 740 ndles, and the telegraph toll 0 cents a word, or $1.25 for 21 words, 
while our rate froni SVw Y(trk to Cincinnati, the same distance, is 40 cents. From 
London to Rome is 1,192 miles, and the rate is 0^ cents per word, or $1.37 for 21 
words, as compared with our charge of 00 cents from New York to New Orleans, 
1,344 miles.” (209.) 

Mr. Clark states tliat the cable rate from New Yf)rk to Euroi)e is 25 cents per 
word, and that for a less distance it might Ixi less, because h‘8S money is invested in 
the line for a shorter distance. The <‘omparisons as to the rates from New York to 
various points in this country with the rates from l^ondon to various European 
countries are fair, although as a f)art of the distance from London to the continental 
cities is by cable, becau.se the (able distance from England to the Continent is very 
short. The rates from one contineirtal place in Euroj^e to another are practically the 
sairu^asfrom England to any of the continental (Entries, the rate from Pans to 
Berlin being 4 cents per word. (218, ) 

Professor P\r.son8 replies that Mr. Clark’s comparisons of American rates from 
New York with Eur(^pean rates from London is unfair, (1) because the American 
rates are internal, while the European are international, eacL country adding its own 
tariff ; (2) the Ameri(an rates are land rates, while the European rates include the 
cable from England to the Continent, which, as Mr. Clark admits, is infinitely more 
costly than the land service. (887. ) 

Professor Parsons criticises the statements made at various earlier times by the West- 
ern Union Telegraph Company in respect of the distances betw een various European 
places and between places in the United States, saying that for the purposes of mak- 
in^ out their cases the Western Union has magnified the American (listances and 
minimized the European distances, and in a table submitted to a Congressional com- 
mittee in 1870 had not correctly stated the distance, but had put the distances from 
one-third trj one-half le.s8 than the actual distances.’ The rates compared by the 
H esterri Uni<3n, moreover, w'cre for internal traffic, in the United States and for inter- 
national traffic in Europe, international traffic being, l)ecau8e of different controlling 


' stated by Mr. Clark in his testimony— 126— before tlie Industrial Commission are 

nearly the same as those stated by Mr. Parsons as being correct. 

16 a XIV 



OCX nrotrsTBiAi. oohmission:— tbahSpobtatioii. 

authorities, much more expeneive than internal. For internal traffic in the United 
States, the rates were found by the committee of 1870 to be from three to four times 
as high as for internal traffic under European systems operated by the government. 
(187-188 ) 

4. Dermly ofpomlalim and amount of service in United Staies and foreign cmnims.-^ 
Mr. Thomas F. Clark, vice-president of the Western Union Telegraph Company, 
states that, in his opinion, the comparisons that have been made by other witnesses in 
regard to the telegraph in Great Britain, Ireland, Switzerland, and Belgium are unfair. 
The area of all these countries, their population, the density of population, and all 
things of that nature should be taken into consideration. It would be found there- 
from that the service in the United States reaches more jieople, comparatively speak- 
ing, and was better than in the other countries mentioned. He gives statistices in 
support of this general proposition, showing that there are about :i9,000 places 
reached by the telegraph companies and their connections in the (biited States, 
while there are hut 78,000 post-offices; that in Great Britain there are about 40,000 
post-offices and 10,818 telegraph offices. About 50 percent of the places where there 
are post-offices in the United States are reached oy the tedegraph, whih; in Great 
Britain, with all its density of population (which he gives as 33.S to the square mile, 
while it is only 24 to the square mile in the United States), only about 25 per cent 
of the places reached by the post-office are reached by the telegraph, (208-208. ) 

Mr. Clark submits also a tanle showing for each of the European countries and for 
the United States the number of people, the miles of telegraph lines and telegraph 
wires, the number of offices, the messages sent, the receipt^, the number of people 
to the square mile, and the number of people to 1 mile of wire, and other facts. 
He asserts that these figures show that the United States has fewer pople to the 
Wjuare mile than any of these other countries, and that nevertheleas there an* more 
miles of wire proportionately to the population than in any other country. There 
are here only 76 people for every mile of wire, while (ireat Britain, with a very 
dense population and a large proportion of mileage of wire to territory, has no less 
than 130 people to every mile of wire. In Germany there are 188 people per mile 
of wire, wnile in Russia there are no less than 699 Inhabitants per mile. The wit- 
ness holds that these figures show the superior adequacy of Aiiierican telegraph 
facilities, in proportion to the needs of the country. (233, 234.) 

Professor Parsons replies that 1 mile of wire to 76 people in the Unih'd States 
against 1 mile to 130 ]^ople in Great Britain proves nothing except the re]ati\e 
sparsity of population in the United States. The wire mileage tabulafed by the 
Western Union includes all the worthless lines that were bought uf) solely to get rid 
of rival companies. Mr. Clark’s comparison as to the number of post-offices and 
places reached by the telegraph companies is invalid: (1 ) Because by his own exhibit 
there are only 29,000 places reached by telegraph and telephone. (2) Because the 
number given for the British telegraph offices is the figure for more than 2 years 
prior to the date of the figures for the United States. (3) Because the British post- 
offices are overestimated. The 1898 report gives the numlier of post-offices in Great 
Britain as 21,197 and the telegraph offices as 10,483. (4) Because telephone connec- 
tions are included in the American figures and not in the English. (5) Because 
about three-fourths of the Western Union offices are railway offices, while less than 
one-fourth of the British offices are railway offices. (6) Because in Great Britain 
every post-office and postal box is a place of deposit for telegrams. Moreover, the 
figures, even if correct, would only show that Great Britain had a much greater rela- 
tive development of post-offices than the United States. The implication that the 
teWraph development in Great Britain is relatively less than the United States is 
whmly unwarranted, even on Mr. Clark’s figures, since 10,816 offices is a more exten- 
sive service in Great Britain than 39,000 in the United Statens with 30 times the area. 
(886, 887.) 

Professor Parsons admits that probably there is greater efficiency of service in this 
country in the telegraph system in some respects than in Europe, but says that can 
be attributed to general superiority of America in any business affairs. (188. ) 

5. Reduction in rates in United Staies. — Mr. Clark says that the Western Union 
company has resulted from the amalgamation of a large number of telegraph com- 
panies. In the early days a number of small companies were exploited in all direc- 
tions, and made their own tariffs, so that if one wished to send a message from 
a remote place to another remote place it would be necessary to send it over a num- 
ber of different lines and pay what is known as the transit rate for each line, there 
being no unification of service. This system became so burdensome that consolida- 
tion became necessary. 

As the result of the consolidation, rates have been greatly reduced. The rates of 
the East are lower than those of the Middle and Western States, and they in turn 
are lower than the rates in the South. The reduction of rates for the country in 
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and about New York has been about 20 per cent since 1866, while for the western 
and southern places the reductions were much greater. 

The rate from New York to Buffalo, which was 75 cents, finally became 25 cents, 
which is the rate to all other places in New York State; from New York to Cleve- 
land, $1.45 in 1866, is now 40 cents, which is the rate to all other places in Ohio; to 
Chicago, $2.05 in 1866, now 40 cents; other places in Illinois, 60 cents; Omaha, 
formerly $4.45, now 50 cente; Denver, $7, now 75 cents; Salt I^kc City, $7.25, now 
75 cents; San Francisco, $7.40, now $1; Portland, Oreg., Seattle, Wash., and Vic- 
toria, British Columbia, which were from $10.20 to $11.55, now $1; Washington, 
formerly 75 cents, now 25 cents; Richmond, $1.25, now 35 cents; Atlanta, $2.35, now 
50 cents; New Orleans, $3.25, now 60 cents; Galveston, Tex., $5.50, now 75 cents. 

Mr. Clark states that so far as practicable the divisions by squares have })eeii 
abandoned and the rates fixed by States. 

The result of this consolidation has been very beneficial to the business interests of 
the country and to all other interests in effecting great ecjonomy of service and great 
saving in time. The rates to-day aim to follow the development of the business all 
the time, and with an earnest desire on the part of the coninany to keep them as low 
as possible, at the same time giving the company a reasonaole return on the invest- 
ment. (214-215.) 

A table submitted by Mr. Clark, from the report of the Western Union Telegraph 
Company, shows the average tolls received permessagebythatcompanyeach yearsince 
1868. These figures are ol)tained by dividing the total receipts of the company from 
ordinary messages by the total number of ordinary me.s.Hage8, so that the average 
iiK'ludesmessagesofalllengthssentforalldistances. Tlu' average toll received in 1868 
was $1,047 i)er message. By 1875 the average had falhm to 54 cents, and by 1880 to 
38.4 ('cnts. Theaveragc receipts in 1885 were 32.1 centsand in 1890, 3i4cents. Since 
1895, when theaverage receipts were 30.7 cents, there has lK*en pra<'tically no change 
in the average from year to year. The statistics showing the average cost of sending 
messaf^es, which are obtained by dividing expens(.*8 chargeable to me.ssages, not 
including interest on investment, by the total number of messages, show a reduction 
in the average cost from 63.4 cents in 1868 to 25 cents in 1878. The average for 1900 
is almost precisely the same— 25.1 cents. The average for the latter year is soiik'- 
what greater than for the years from 1885 to 1895, during several of which the aver- 
age cost is stated at lietween 22 and 23 centa per me-ssage. (241. ) 

Mr. (^iii\NDLKH says that the tendency is to cheaper rates, and state's that since 
1880 tlie rate }K.‘tween the Atlantic and Bacitic coasts has been reduced from $1.50 to 
$1, and that the rates between many other points have, since 1880, been reduced 
from 75 cents and $1 to 50 cents and 60 cents, resi)ecf iv(‘ly ; that many 50 and 60 cent 
rates of 15 or 20 years ago have been reduced to 40 and 50 cents, and many rates of 
40, 35, and 30 cents have been reduced to 30 and 25 cents, while the limits within 
which the lower rates apply have from time to time been extended. The reduction 
in rates hiis been brought about largely by thedispo.sition to secure greater uniformity 
and to extend the limits within which specific rates prevail. (194, 195, 202, 203.) 

6. Proper (deyraph m/os.— Professor Pausoxs states that Postmaster-General Wana- 
niaker informed him that his investigation led him to believe that a uniform 10-cent 
rate in this country under Government ownership, in connection with the ])Ostal 
system, would be remunerative. There was a line of telegraj)!! bet\veen Milwaukee 
and Chicago installed some years ago, on which a 10-cent rate was made, and the 
company paid back from 30 to 40 i>er cent of the recei[)ts to patrons of the road after 
paying 7 per cent interest on the capital; subsequently it reduced the rate to 5 cents 
and still paid back from 25 to 40 per cent of the total receipts to the patrons of the 
company, and at the same time had doubled its stock, making it half water, thus 
showing some of the immense iirofits to be made in the telegraph service from low 
rates. (189-190.) 

Mr. Cl.vrk thinks that the effect of a general reduction in rates throughout the 
United States would mean a loss to the telegraph company because the physical 
capacity of the wires has practically been reached. The company has considered 
these questions and has not thought it wise to adopt any reduction; it has been tried by 
other companies, such as the Baltimoreand Ohio, and always with failure. While it is 
true a reduction of postage rates greatly increased the number of letters sent and also 
increased the revenues of the postel service, that principle would not apply to the tele- 
grajph because the Government uses the facilities of other people for the postal service 
and has no large investment. For instance if the mail matter increases considerably all 
the (Tovemment has to do is to put another car on the railway, while in the case of 
anew line h^ to be constructed with an increase of the business. 

H rule the rates of postage in the United States are higher than they are in Great 
Rntain, yet the British post-office makes a profit while the United States iiost-office 
18 operated at a loss. He attributes this to the greater distances that mail has to 
be earned in this country than in England. If the telegraph Service were carried 
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every nook and comer of the country, as the a(Jvocate8 of Government owner- 
ship desire, the result would l>e a deficiency very much greater than the deficiency 
in Great Britain. He admits, however, that the decrease in rates would perhaps 
result in an increase of the number of messaires sent. (227-228.) 

Mr. Clark refers to numerous attempts that have been made in this country to 
reduce telcKraphic rates, all of which, he says, have been unsuccessful. The present 
rah^s are justified liy the business of the company. (215. ) 

lialimore and Ohio Telegraph —?roiessor Parsons criticises the statement of Mr. 
Clark, that the Baltimore and Ohio telej^raph, which maintaine(l a 10 cent rate on 

19 long routes and other low rates, averaging 16^ cents a message on the whole 
system, became bankrupt in consequence of its low tariff. The manager of the Bab 
tiniore and Ohio telegraph system testified at a hearing before a (.Congressional com- 
mittee that the system made a pndit in spite of its low rates, and that the Western 
Union succeeded in luiying up the Baltimore and Ohio lines merely because other 
departments of the railroail company were unprofitable, and the sale of the telegraph 
was the most available source of realizing funds. (888.) 

7. Helahom between telegraph companies and effect on rates.— Mr. Chandler states that 
there is an understanding lietween the Postal Telegraph Company and the Western 
Union (.ompany m resfiect to certain methods of comjietition, giving of rebates, etc., 
l)ut that there is no understanding in refereiK'e to any division of business, and neither 
company, as a rule, accepts messages which must be transmitted over the lines of 
the other company. Since this understanding has been had, there has not been any 
increase in rates to the public, excejitthat c(‘rtain partimilarly low rates — 10, 15, and 

20 cent rates—that had tieeni'stablishisl by the various smaller competing companies 
and which meant a lo.ss were done away at the outset. At the same time, he says, 
a much latger numlH'r of rates, particularly rates between distant i^ints, was 
reduced. Previous to this understanding the most insistent customer got the largest 
rebate, and, in Mr. Chandler’s judgment, the understanding has resulted in benefit 
to the public in that now every man engaged in the business knows that he has just 
the same rates as his competitor ami that no one has any advantage over another, 
^o complaints liei-ause of the refusal to give rebates have been had since customers 
have understood that there is no exception to the rule. (195, 198. ) 

Mr. Chandler states further that the business of his com})any is not competitive at 
all points with the Western Union Company, that the Postal (Jompany has offices at 
a great many places where the Western Union has none, and the Western Union has 
olfices at a great many more [ilaces where the Postal Company has none. At the 
majority of the Postal Com|)anv’s stations, however, there is competition. The 
number of messages transmitted by the Postal Company in 1900 was about one-fifth 
of the whole number in the (country. 

the understanding in reference to rates, etc., between 
the I ostaKxunpany and the We.stern Union Company has not destroyed competition, 
though it has restricted it. Unrestricted comiietitiori would mean destruction The 
existence ot competing lines, however, the witness holds to be of advantage and to 
result in the doing of business on lietter terms. 

Business could be done much lietter under one management, he thinks, but the 
difficulty has been hitherto, that ‘‘when the whole telegraph business has for a time 
been dime under one management new competition has sprung up of a wasteful sort 
and legislation has been instituted against telegraph companies. Public clamor has 
c^n raised against monopolies, and it has not so far Vieen practic^able to maintain a 
SJhgle service for any con.siderable time.” (195, 201, 203.) 

Mr. Cl,\rk states that there is no community ownersliip between the Western 
Union and the Postal companies. The Postal follows the ratt‘8 of the Western Union. 
They have no interchange of messages. (228-229. ) 

8. of usin a the telephone in connection with the telegraph.— Mr. Clark states that 

sometimes, in the case of independent telephone companies which run their lines 
into a reinote place, there is an increased cost to the public, but that for collecting 
and distributing through the telephone companies generally there is no increa^ 
cost. (227.) 

D. Government ownenlilp In Great Britain*-!. Genial worHng.— 
Professor I arsons ^ys that England made a mistake when it bought out the telegraph 
conipa^ies by buying them all at once instead of one at a time, as Prussia had done 
with the milroad service. It also paid about four times as much as the lines were 
worth. Notwithstanding these disadvantages the rates were immediately lowered 
and the service merged and bettered in every way. Telegraph offices have been 
opened m the pist-offices, and messages can be deposited in post-office boxes. The 
hours of labor have been shortened from 56 to 48 and 42, and wages increased. The 
public operation of the telegraph has brought about a harmony of interest. Press 
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rates have been reduced to the lowest figure in the world to-day. The nuinber of 
messages doubled in 2 years after the Government took possession and has subse- 
quently very largely increased. Social intercourse has been promoted. The wr- 
oentage of social measages, not only in England, but in Belgium and Switzerland as 
well, runs up sometimes as high as 611 per cent of the total, w hereas the Wi'stern 
Union has stated that 46 per cent of the telegraph business of the United States was 
speculative. Where the rates are low and the facilities amjile the masses of the 
people iKse the telegraph to a very great extent. The advantages in England are 
low rates, good service, rapid growth of the system, progressive im])ro\ement of 
labor, harmonious, uniiiterriqited o^Hiration, large popular use of the telegraph, a 
management w'hose sole aim w'as to serve the people, moderate salaries for leading 
officials, no big fortunes from telegrai)h manipulation, and universal sati8faeti(m wutli 
the situation. The opposite of all this is true in the United States. The United 
States need not make the mistakes England made in some of its management of the 
telegraph system. (182-185.) 

2. Deficit in EtujUah tele(jr(tph.— Mr. Clark says that the financial conditions of the 
telegraph system in Europe are very much obscured in all the countries with the 
exception of Great Britain, which has had the manhood to come out and say that the 
telegrajih there is operated at a loss. There has been a ilelicit of nearl v $40,000,000 in 
the operation of the telegrajih system of Great Britain since it was taken over by the 
Governmentin 1870; the witness submits an itemized statement to verify these figures. 
The losses on the telegraph in Great Britain are provided for by the annual grant 
made by Parliament to the department. The grant covers all the cost of extensions, 
as w’ell as of operation, and no capital charge is made especially for the telegraph 
department, the whole amount including the interest on the original stock going in 
as a part of the expenses of the post-ofiice. (211-218. ) 

Mr. Clark says further that tne deficit in the o[)eration of the English telegraph 
since 1870 is brought about largely by extending the system without commercial 
considerations to remote and insignificant places, and that if the same policy were 
pursiud in this country, which istw'enty-five times as large, and not nearly so tliickly 
populated, the same result would follow in an intensitieirdegree. (215-216. ) 

Mr. Clark states that it would be a very difficult thing to raise the rates in England 
so as to make the telegraph service self-supporting, for the reason that the policy of 
the British Government is to serve the interest of tin* comparatively limited num'lx*r 
of peorile who use the telegraph, at the expense of all. ( 220. ) 

Professor Paiiso.ns states that while there is a deficit in the o])eration of the 
English telegraph system, a deficit has not occurred in any rif the other European 
countries. He states that in England the returns for the telegrajih system are so 
mixed up with those from the post-office service that it is not po.ssihle to tell 
whether the telegraph is responsible for the deficit. The post-offici* and t(4egraph 
systems together do make a profit in Belgium, France, and Germany, and the 
British post-office is operated at a profit of $16,000,000. Moreover, otlier reasons 
for the deficit in the English telegraph system are: That England paid four times 
the fair value of the lines; that she has been burdened by the competition (tf the 
telephone; and especially that she did not aim at a profit at all, but at the develop- 
ment of the country. Telegraph experts in England have stited that if the expenses 
were properly divided between the mail system proper and the telegraph, there 
would l)e no deficit of the telegraph; that the po.stal authorities were anxious to 
make a strong showing for the mad department, ami that a 2 per cent Aariation in 
the division of expenses between the mail department and the telegraph, or a slight 
increase in the pre.ss rates, which are 9 cents per 100 wonls, would make up the 
deficit. Moreo\er, the railroads in England are permitted to use the telegraph free, 
which is a mistake. (188-189. ) 

Professor Parsons says that the English telegraph system is not run as a means of 
raising revenues for the iiublic treasury, but as a means of disseminating informa- 
tion throughout the whole country and giving increased facilities of communication 
to all classes, as well as a means of increasing the tra<ie and commerce of the 
Kingdom. (126.) 

Professor I’arsons criticises, in a supplementary aflldavit, Mr. (Jlark’s statement 
that the deficit in the operation of the English telegraph amounts to $87,000,000, and 
says the estimates of deficiency are made Ijy including the cost of new construction, 
extensions, etc., whereas these should belong to the capital account. The difference 
caus^ by the wrong use of construction cost might turn a small deficit into a big one, 
or might change a profit into a deficit. For example, Mr. Clark’s statement shows a 
deficit of £29,909 for 1880, whereas there was a profit of £7,187 above all cost of 
operation and maintenance and interest on the debt. In 1881, 1882, 1883, and 1884 
there was also a profit if the amounts paid out for new construction, etc., are put 
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into capital account. The British Government believes that the country gets more 
than a full return for the deficit in the development of business, etc., through low 
telegraph rates. If the telegraph had remained in private handH the service would 
have cost the people many millions more than the total Government cost, deficit 
and all. Moreover a deficit is not necessarily a bad thing, it depends on what there 
is to show for it, and there arii plenty of countries that do not liave any deficit in 
the operation of the telegraph. (888.) 

E. General dficuiilon of Government ownertthip.— 1. Right muler 
ron.y/i/ah'o/i.— Profe.ssor Pausons states that he lielieves that, under the Constitution of 
the Unite<l Slates, it is the duty of the h'ederal Government to establish a jiostal tele- 
graph system. He quotes from a report of the House (/ommittee on Post-Offices and 
Post-Roads of llie Twenty-eighth Congress, wherein it was asserted that the tele- 
graph came under the same category as tlie post-office as a governmental fimi'tion. 
The (iovernmeiit is bound to supply the jieople with means of communication. The 
postjil service was placed under tne control of the National Government, and with 
the in<‘reas(‘ of inventions and other means of communication, they likewise should 

i) e administered by the Genera. Government. (182.) 

Mr. Roherts, a memlxw of the International Typographical Union Telegraph Com- 
mittee, does not think it necessary to argue the question of the right of the Govern- 
ment to own and operate the telegraph. The operation of the Post-Office Department 
is the beht evidence that the Government has the right; if it has the right to trans- 
mit letters it certainly has the right to handle telegrams. In 181)0 the Western Union 
Telegraph Companv practically conceded this right to the Government, merely asking 
that (Congress should i)ermit it to operate the system for the term of at least 5 years, in 
order that the capital invested in the plant might not be destroyed. (266. ) 

Mr. Hitchcock says that it is the <luty of the Government umier the (constitution 
to utilize the best available means for the transmission of corres[)ondence, and it is 
therefore unconstitutional for the telegraph to be operatisl as a private monopoly. 
Of 75 countries the tefi'graph is owned and operated by the Govi'rnments in all 
except Bolivia, (Juba, (Jyprns, Hawaii, Honduras, and the United States. Thi.s wit- 
m‘ss favors especially the introduction, by the Government, of the methods of 
machine telegraphy, his account of wduch is Hummariz(‘d below. (890. ) 

2. Gnicral. argument for Govertnnent ownership. — Mr. R\ni)A].i. says that his general 
reason for advocating governmental ownership of the telegraph is his opposition to 
a monopoly of any sort, but that there, are more ])articular n'asons why the telegraph 
should be under the control of the (Jovernment. Thus the jiress rates are extor- 
tionate. Large dividends are paid on watered stock, two-thirds of the entire stock 
of the Western Union being water. The telegraj)!! is a very important agency in the 
communication of intelligence, and has been so c>)ncentrated in tlu' liands of a few 

j) ersonH as to become a monopoly, with]X)wer to levy such exactions as it may choose. 
The first telegraph in America (from Washington to Baltimore), was built with an 
aj)[)ro[)riation from Congress and was operated by the Post-Office Department for 
8 years, and the control by the Government now would be simply a return to original 
conditions. (242.) 

Mr. RonKR'rssays that while j)ractically all the business organizations and the great 
thinkers and statesmen of the country favors governmental ownership and opera- 
tion of the telegraph, nobody with the exception of the Western Union (bmpany 
seems to oppose it. It is, in fact, a contest of the |)eople against the Western Union. 
The witness quotes Postmaster-General Wanamaker to the same effect. He refers to 
the gree<l of the Western Union Telegraph Company in reijuiring the public to pay 
the late stamp tax on messages, when the evident intent of Congress was that the 
company itself should pay it. (272, 27.8, 274. ) 

Professor Par.S(»ns states that when the English (government began to con.sider the 
absorption of the telegraph the companies used every effort to prevent the reform, 
and made all .sorts or objections, every one of which has been answered by the 
results of the public system. There is really no force in the current objections to 
Government ownership aside from the patronage question, and that difficulty can be 
solved. (179-180.) 

Mr. Rowerts states that there would be great similarity between an extension of 
the telegraph service under governmental ownership and present rural free delivery 
in the Post-Office Department. Only a few years ago, when the establishment of 
rural free delivery was suggested, it was denounced by some as impracticable, and 
substantially the same arguments were made against it as are made by the Western 
Union Telegraph Coinpany against the extension of the telegraph service to remote 

g laces where the service would not lie self-sustaining. But the rural free delivery 
as been greatly increased; it is found very beneficial to rural communities, and it 
would hardly be suggested that it should be abolished. (272. ) 
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Mr. Hitchcock says that a select committee of Congress in 1870 estimated that the 
annual saving by (lovemment ownership of the telegraph would be at least $1 ,500,000. 
Inasmuch as the receipts of the telegraph company are now four times what they 
were in 1870 the saving under (jovernment operation would be very much greater 
now, even if there were no improvements mane in operation. By cutting off divi- 
dends upon watered stocks alone the saving by Government management would prob- 
ably be not less than 14,000,000 per annum. (892.) . 

Mr. Chandler, of the Postal Telegraph Company, knows of no reason why the 
(jovernment might not conduct the telegraph business as well as it can be done by 
corporations. Whether this would be the case, however, he thinks is another ques- 
tion. He say.^^, however, that judging from the excellence of the mail seiwice, and 
from the fact that the (iovernment could conduct the busine.sH more cheaply in some 
respects than corporations can, and because of the absence of the incentive to earn 
dividends it might be that the Government could carry on the telegraph business to 
the satisfaction of the public. It would he practicable, he thinks, to introduce the 
telegraph into many (!ountry po.st-offices and have both the mail seryice and the tele- 
graph service operated by the same force, with a considerable saving in expenses. 
Mr. Chandler has not sufficient knowledge to make a definite statement as to results 
of governmental ownership in Europe, but believes that the management of the tele- 
gra})h i)y the Government of Great Britain is generally acceptable to the public but 
not i>rontable to the Government. (200.) 

Mr. Chandler thinks that the regulation by Congress of the telegraph business 
under competitive conditions would be an exceedingly difficult matter. (202. ) 

8. Ar(/H)imii agaimt (hrermncnf oininship.—Ur. Clark states that there would Ihj 
no advantage in the governmental ownership of the telegraph even by combining 
postal and telegraph business in the small offices, Imaiise the employees of the 
Government would neces.sarily have to be operators as well, and it would be difficult 
to secure telegra})h operators to run the other business of the Government. The 
argument in favor of go v('rn mental ownership is chiefly based on the^experience of 
a few foreign countries where (‘onditions are much different from those'in the UniUnl 
States. (229.) 

Mr. (Mark supposes that the (iovernment, by employing tbe same class of ability 
that the companies have, and by maintaining a permanent civil service, could oj^e- 
rate the telegraph substantially as well as a private company could. But there is 
Ncry much popular antagoni.'-m to the civil service examination arrangement. If 
the'telegrafih were put into the hands of the Government there would be clamoring 
from all o\er the country for telegraph service, whether there was any need for it or 
not, and it would be m^e the basis of log-rolling schem^ by members of Congress 
just is the case now in the river and harbor appropriations. 

He does not think the fact that there is no great deficit in the Post-Office Depart- 
ment is an argument in favor of the Government ojierating the telegraph, because 
the conditions are so different from tho.se of the telegraph. The post-office employs 
a vehicle provided by the capital of corporations or others for the distribution of the 
mails, while in the telegraph a great deal of capital must lie invested in lines. 

The Western Union endeavors to keep pace with the demands of the business of 
the country. After the discovery of oil at Beaumont, Tex., there was an immediate 
rush of people, but the telegraph company already had q^uadniplex instruments on 
the ground and was able to handle the business. The policy of extending the tele- 
graph to unprofitable places in Great Britain has caused the deficiency. While it 
would he a imblic convenience to those places, the question is as to who should bear 
the expense. The witne.ss does not believe the whole })eople should. He believes 
the Government could not make a juster or fairer division of rates than now exists, 
that it would not do the business on business principles, but would be influenced by 
local and political considerations. (229-232. ) 

Mr. Roberts criticises the argument that governmental operation of the telegraph 
would be unwise because of the increase in the number of governmental employees. 
There is nothing to fear on this ground. The 130,(XX) people employed in tne post- 
office service throughout the country do not endanger the public welfare, ana the 
number of employees in the telegraph service could be added to the (iovernment 
rolls without any danger whatever. (270.) 

Professor Par.sons, in his affidavit, criticises the statement of Mr. Clark that the 
evidence given in favor of public ownership of the telegraph was chiefly based on 
the conditions in Great Britain, Switzerland, and Belgium. Mr. Parsons says that 
the evidence was chiefly based on the broad principle that the fundamental test of 
any telephone is its effect on character, justice, government, civilization, the human 
effect being far more inqwrtant than any material considerationj and upon other like 
broad facts. He recapitulates the arguments set forth in his original testimony. 
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The philosophy of public ownership and cooperative industry rests primarily on 
considerations entirely above the material plane and wholly out of the range of sta- 
tistics of dollars and wires and oftices, etc. (88(1, ) 

Mr. Hitchco<;k answered the general objections to governmental ownership of the 
telegraph by saying that politieal influences should not control the selection or dis- 
charge of employees. The op(‘ration of the telegraph is a technical service, and 
civil-service rules should be rigidly applied, promotions being based upon efficiency 
and skill. Life positions and a j)en8ion system should be the reward of faithful 
service. (890. ) 

4. Advocateif of (lOi erimeot ownership of the telegraph. — Mr. Robeuts states that the 
governmental ownership of the telegraph has been advocated by some of the ablest 
thinkers and statesmen of the country for many years (many of whom he names) ; by 
legislatures, city councils, boards of trade, chambers of cominerc'e, and labor organ- 
izations, representitig many millions of citizcms; by many of the most important and 
influential newspapc'rs of the* country (some of which the witness names) , Since 1866 
committc'es of the Senate and House have favorably reported bills looking toward 
Government ownership on sixteem different occasions. Only twice in that time has 
any adverse report l)een made. One of these was a short report wffiich did not con- 
sider the question at all. A great many of the* Lostma.sterH-(jeneral have advocated 
the governmental ownership and operation of the telegraph in connection with the 

f iostal system, begimdng with a Postmaster-General under the Administration of 
•resident Polk in 1846. The same thing w'as advocated by Henry Clay in 1844. 
The witness gives quotations from many of these ptirsons, all of whom favored the 
governmental ownership and operation of the telegraph, either on constitutional 
grounds or on grounds of public policy. (26r)-2()8. ) 

Mr. Hitchcock says that more than 75 bills havi^ been before Congress advocating 
the postal telegraph,’ and 16 investigating committees have reported in its favor. The 
Farmers’ Alliance, the National Grange, the Knights of Labor, the Railway Union, 
the American Federation of I^abor, the International Typographical Union, the 
People’s Party, the Prohibitionists, an<l many b(*ards of trade and (iommercial botlies 
have advocated the system, and more than 2,(KX),000 votes have been cast for it. 
Mr. Wanamaker, in 1890, declared that the only visible opponent was the Western 
Union Telegraph Company. (890.) 

Mr. A. L. Randaij., chairman Inteniational Typographical Union comtnittee on 
Government control and ownership of the telegraph, states that in 1893 the Inter- 
national Typographical Union of North America, at its forty-first annual session, held 
in Chicago’, first advocated governmental ownershij) ami control of the telegraph in 
resolutions offered by himself; and that a committee was ap])ointed at this meeting to 
organize the country, and in a short time petitions an<l resolutions Ixjaringthe signa- 
tures of 300,000 people came up to Congress and were referred to the House Post- 
Office and Post-Roads Committee, which in 1894 accorded a hearing, at which the 
American Federation of T^tbor and other interests were re{)resented. With only a 
few exceptions members of that committee and other members of Congress admitted 
that it was not only the right, but the duty, of the Government to furnish the speed- 
iest and most efficient jmstal service possible, and that the telegraph is a necessary 
adjunct to the postal service. In 1896 the Senate Post-Office Committee granted 
another hearing, at which Mr. P, R. Delany, a famous electrical expert and inven- 
tor, among others, made anruments in favor of the measure. Mr. Delany had per- 
sonally investiratexl the working of the telegraph systems of nearly all the countries 
of Euroiie, and was particularly w'ell qualified to speak on the subject. A great 
many mass meetings have lieen held throughout the country agitating the question, 
and the business community is regarding governmental ownershij) with great favor. 

Mr. Randall says further that almost every Postmaster-General since 1846 has been 
in favor of the Government owning the telegraph; the witness cites especially the 
reports of Postmaster-General Wanamaker, of 1892; Postmaster-General Maynard, of 
1880, and Postmaster-General Gresham, of 1883. Mr. Wanamaker’s report, among 
other things, contained the following: 

“lam fully convinced that the Government will never properly do the postal 
work committed to it until it uses electricity in some form, and therefore I advocate 
the utilization of both the telegraph and telephone at its earliest practicable day.’’ 
Postmaster-General Gresham said: 

“The same principle which will justify and demand the transference of the mail on 
many chief routes from the horse-drawn coach on common highways to steam- 
impelled vehicles on land and water is equally potent to warrant the calling of the 
electro-magnetic telegraph in aid of the post-office in discharge of its great functions 
of rapidly transmitting correspondence and intelligence.’’ 

This measure, says the witness, has been indorsed by every commercial body in 
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the United States; the National Board of Traile at almost all of its sevSsionH for the 
last 12 years has resolved in favor of it. He ciU*a a report made hy the Hon. Ilenry 
W. Blair, of New Hampshire, in 1894, in which he elaborately diseiissed the ques- 
tion, and favored in iine(iui vocal terms the taking over of tin* telegraph and tele- 
phone service in aid of the postal service. (241-245. ) 

5. Attitude of tabor orgaiihatiom.-—Mr. Robkkts states that the International Typo- 
graphical Union numbers 35,000 meinl)ers, and is one of the most conservative and 
influential labor organizations in existence. In 1893 that organization, at its annual 
meeting, put itself on record in favor of the governmental ownership and operation 
of the telegraph system, and since that time it has effected a gn'at deal by way of 
creating a sentiment throughout the country in favor of this propositioji. There is 
a permanent committee of the union for this purpose. The American F('deration of 
Labor, at the head of which is Samuel (Jumpers, is also in favor of governmental 
ownership an<l operation of the telegraph, and is doing all it can in that dire(“tion. 
A great many petitions have come up to Congress from all ov(*r the country a(ivo- 
catmg governmental ownershij). (21)8, 273, 274.) 

6. Method of introdunag (hrmiment o»va’rs/op.— Mr. ('iiandleu thinks that in case 
the Covernment should ever take over the j)roperties of the telegraph comj)anies it 
should, in justice, am)raise, at a fair value, the i)roi)erty of the telegraj)!! (“onii)ani<‘H 
which exists in the form of contracts, franchises, and privileges, etc., as well as the 
tangible property of the companies. Prop(‘rty of that kind, he says, enters very 
largely into the telegra{)h, has cost money, and is indispensiible to the conduct of the 
business. In ca,M(‘ of the acquirement of telegraph ])roperties by the Covernment, he 
thinks that great care would have to be exercised and time taken for the change 
( 200 , 201 .) 

Mr. Hitchcock believes that the purchase of the properties of the existing tele- 
graph companies by the Covernment would lx* inexpedient, because the Covernment 
wouM be called on to i)ay many times the actual value of the plant. Tlie simplest 
course for the Covernment to pursue would be to enter into an agreeim*nt with the 
owners of some improved system, such as the Demuiy system, for the latt(‘r to con- 
struct the first line and oi)erate it for fi months or a year for their own ])ro|jt at 10 
and 15 cent rate.s for 50 and 100 word messages. If at the end of that time the plant 
is working satisfactorily the Covernment should then be obligated to take over the 
line, jtaying an advance of 10 per cent on the cost of construction. He does not 
believe that the comi)etition thus engendered would result in ruin to the Western 
Union Company, because there w'ould be time for a natural readjustment to meet the 
changed conditions. The conq)any might lose all the general telegraph business and 
the press bu.‘^iness, but there is enough of other business remaining to enable it to 
continue at a profit. (895.) 

F. RelaliotiM lo iiewMpuperti, and tiJovcriiinent.— 1. 

Newspaper (wd other {special ratex.— Mr. Clark states that the iiress rates are made on 
a basis entirelv their own, because ot the larger volume of business, most of it being 
done during the night. The businefes of the press associations is largely done over 
leased wires, the associations paying a certain rental therefor, the comjiany itself not 
having any further connection with that business. The press rates on matters han- 
dled by the company are made on a basis of circuits, by which a large number of 
papers can be served at the same time, thereby promoting economy as much as pos- 
sible, with due regard to the return to the telegraph company. The sjxjcial rates to 
new8|>apers for a single transmission to one paper are based on what are called “the 
additional-word rah^” of the day measage; i. e., one-tliird of the additional rate for 
the daytime and one-sixth at night, so that where the regular rate is 25 cents and 2 
cents for additional words the press rate for the daytime would be two-thirds of a 
cent and at night one-third of a cent. 

Mr. (Jlark further states that commercial reports are distributed to exchanges and 
the yunous subscrilxsrs throughout the country at a rate made on a basis somewhat 
similar to the press rates for individual subscribers. Those rates are lower than a 
ge^ral rate, but how much the witness can not say. (209, 210. ) 

Mr. Chandler states that there is a special press rate for news messages different 
irom the commercial rate; that there are several classes of newspaper service and the 
are uniform for e.ach class. The rate differs according to the circumstances of 
me case, the distance, and the number of newspapers served. In many casesagreat 
one sending, and distribution is made to 20 or 30 different 
lowest rate applies to dispatches filed by press associations, to bedeliv- 
0 or more places on one sending. On such the rate to each paper is in some 
ArS one-fifth of a cent a word. Rates on newspaper siiecials vary from 

AA- ♦ per word, on matter transmitted at night, lietween comparatively 

ar points, and one-half of a cent [lerword for the same message transmitted during 



OOXVIII INDU8TBIAL COMMISSION : — TRANSPORTATION. 


the day, to If cents per word for night and 3^ cents per word for day service between 
distant points. (197.) 

2. Qwemmmt rateM.—Ur. Clark refers also to the Coverninent rates, and intro- 
duces a copy of a contract between the corupany and the Government. Under the 
law of 1866 the Postmaster-General was authorized to establish a rate from year to 
year for Government busine.ss. Those rates are shown to be considerably lower 
than the ordinary commercial rates. They are made not upon any particular com- 
mercial basis nor with the hope or expectation that they would yield the company 
anything like an adeijuate linancial return, and in fact the company loses money on 
its Government contracts. (211.) 

Mr. Clark states, further, that Government business has priority over the line.s of 
the Western Union, that being a part of the agreement with the Government. The 
Western Union does other business for the Government than that specified in the 
contract. It has bi'en transmitting free over the cable of the International Ocean 
Telegraph (Jomjiauy all the business with Cuba ever since the beginning of the 
Spanish war. The We.stern Union (Vunpany having had that contract with the Span- 
ish Government, is carrying it out with tlu; United States very much to its detriment 
financially, inasmuch as in 1 year it has done more business fur the United States 
Government than itdi<l for Spain in the 30 years prece<ling. The Western Union 
is pursuing this policy not for the jmrpose of keeping the Postal Telegraph Com- 
pany out of Cuba, as has been chargisl, Imt merely to protect its own ])roperty rights, 
(22^229.) 

3. Alleyed nein mompolij. -Mr. Robkrth says that the Associated Press has a com- 
plete monopoly of the news service of the country. By its arrangement with the 
Western Union Telegraph (Vmipany it is enabled to prevent the starting of any new 
papers, or it may cut off the service from any paper now in existence. The effect of 
this is to decrease tin* bu.siness of printing, wliich is very detrimental to the typo- 
graphical union which the witness represents. Governmental ownershijtand opera- 
tion would break up this monojioly and give the printing craft much more labor. 
No newspawr can secure service to-da\ that is not a mem))er of the Associated Press 
combine. For instance, in a (‘it) containing 75,000 inhabitants an attempt was 
recently made to start a new daily paper, but it was found that this could not be 
done without paying $^15,000 for an A.s.sociated Press franchise, and the pajter was 
not establishecl. The witness instances also tin* case of the Washington Times, which 
is not able to get an Associateil Press franchi.'-e because the Washington Post and the 
Washington Star will not consent to it. (200, 208, 20t), 273. ) 

Mr. Randall states that the printers of the country are in favor of the govern- 
mental ownership of the telegraph, because they believe it would break the monopoly 
of the news, and would enable a great many new spapors to start up that could not do 
so now’ on account of the relations between the Western Union Telegraph Company 
and the press associations, thus increasing the work of printers. Tlie witne.ss gives 
instances of newspapers which attempted to start up, but were prevented from doing 
8(j because they could not get a news service from the telegrajih company or tele- 
graphic rates such as it furnishe<l the Associated Press. He also (]uotes from the 
report of Hon. Henry W. Blair to the effect that in New’ Hampshire an attempt had 
been made to start a newspa|)er, but that it fail'd liecause the* paper could not get an 
equitable rate from the telegrajdi company, (245, 24(), 250, 252, 255, 250.) 

Mr. Randall refers to the great telegraph strike of 1883, and says that the newspa- 
pers then asserted their inde[)endence, and insisted on governmental ownership and 
operation of the telegraph. He has a large book containing extracts from newspa- 
pers of that period in favor of governmental ownership. As soon as the strike was 
over the newsjiapers were forced by the Western Union Telegraph Company to refrain 
from further agitation of governmental ownership on penalty of being cut off from 
any news service whatever, (251 . ) 

Mr, Clark states that there is no such thing as a news monopoly so far as the 
telegraph company is concerned, and that if any such monopoly has existed it is 
the fault of the press associations. Every new’spaper is free to get any quantity of 
service it wishes on the same basis as any other paper. A circuit provides that there 
shall be a terminal place, and not less than 4 drops to begin with. The rate is for 
the first 300 miles. A rate of one-sixteenth of a cent for each 100 miles is added, 
and a rate of one-eighth of a cent for each connection made. These rates are open 
to all associations alike, and there is no discrimination on the part of the telegraph 
company. There is no arrangement whatever by which newspaper associations or 
newspa^rs have any special privilege in the use of the wires in cases of emergency 
when there are but few’ wires in operation. (219. ) 

Mr. Randall criticises severely the testimony of Mr. Clark that there is no 
news monopoly in this country, and introduces a copy of a contract between the 
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Weetem Union Telegraph Company and the Associated Press to refute this statement. 
The contnict is as follows: 

“And said Associated Press agrees that during the continuance of this agreement 
they and their agents, and all parties furnished by them with news for publication, 
and the agents of such parties, shall employ the said telegraph company exclusively 
to transmit to and from all places reached by its lines all telegraphic* messages relating 
to the nc\\s or newspaper busine.'^s; and that they will not in any way encourage or 
8Uj>port any opposition or competing telegraph company.” 

He also introduces a private circular to the members of the Western Associated 
IVc'ss, signed by Halstead, of the executive committee of that association, as 
follows: 

“ Your attention is invited to theclau.se in our contract with the the telegraph 
com]>any w hich forbids us to encourage or support any opposition or competing tele- 
graph company. That clause was to the telegraph company a valuable consideration 
for the favorable tc‘rms u])on which they contracted with us.” 

The witness further (piot(‘s from Senate Document 05, of the first session of the 
Infty-sixtli Congress, in which the direct charge is nnuh* that the Western Union 
would not permit any press criticism of its methods or of the methods of the Aasoci- 
ated Tn'ss in reference to news, and threatened to, and often did, cut off new'spaixirs 
from the service if th(‘y had the hardihood to make any such criticisms. He states 
that the Western Union serves a paper in the Associated Pre.ss Association for a mere 
fraction of the prict* that must be paid for the same service by a paper not in the 
n.'-sociation. Tin* understanding between the telegraph company and tlie jiress asso- 
ciation secures the latter low’ rates and the power of ex<*luding new’ papers from tlie 
ti(‘ld,and also enables the Associated Pre.'^s to color its dispatches to suit its jiurjiosoH. 
On this j)oint the Washburn committee report .'States that “the associations them- 
selvi's, and coii.sequently the newspapers, are comphdely in the ]>owx^r of the tele- 
graph companies, which can at any moment raise the rates for news telegrams to a 
par with tliose charged for private messages, and thus ju'event their transmission 
almost altogetlu'r.” 

H(' also (piotes from a statement made to the Blair committee by Mr. D. H. Craig, 
the originator of tlu* Associated Press, in w'hicli he stated: “The* Western Union and 
the pn'ss as.*jociation w'ork together to ruin a paper that buys news from any com- 
])eting t(‘legraj)h line ” He also quotes from statements madt* by I\Ir. (lardiner Hub- 
bard and Mr. F. B. Thurber, who repres(‘ntx‘d tin* National Board of Trade before 
committees of ('ongress, to the same effect, that there was a combination lietween 
the .\ssociated Press and the Western Union Telegraph Company to liave a monoply 
of the news. 

The witnes.s <leclares that if a man with a large amount of money wants to start 
a iK'wspaper in any large city — say, for instance, Washington — it would be impos- 
sible to obtain an A.ssociated ihx'ss franchise without the consent of tlu* newspapers 
of that city who already ha\e that franchi.se. The Washington Tinu's is unable to 
get an Associated Press franchi.se liecau.se of oi)position of the Post and Star. He 
relates an instance of a newspaner correspondent who gave part of his business to 
the Postal Telegraph (knnpany, because it was mon* convenient for him to do so; but 
th(‘ Western Fnion, finding it out, complained to the home ollice, and the corre- 
spondent got notice from his })aix.‘rto<liscontinue u.sing the Postal Telegraph service. 

Mr. Randall holds that governmental ownership of the telegrajih would do away 
with all the (‘vils mentioned, and by reducing the rates would enanle any new'spaper 
to secure a rate (m the same terms as are given the A.ssociated Press. He contends 
that the gathering of news at a central point and there editing it and sending it out 
over the country generally would Ix^ a very useful thing to newspapers if the rates 
w’cre unifonn and low, as they would Ije under governmental ownership, and if the 
editor in i*hief were impartial. He suggests that any paper that might elioose to pay 
theretor might have the privilege of having a “supplemental editor” in connection 
with tl,(* editor in chief to look afU‘r the new’s that was especially applicable to the 
section represented by his newspafH*r. He Ixdievesthat these features would greatly 
tacilitate the dis.seraination of news and the growth of intelligence, and would break 
monopoly in the news service. (245-24H, 252, 255-259. ) 

.Mr. Hitchcock quotes from Mr. S. H. Bell, representing the Typographical Union 
helore the Senate Committee on Po.st-Offices and Post-Koads, to the effect that the 
news ot this country is controlled by tw*o great press associations, and no new paper 
can secure a telegraphic service except on such terms as may lie pres(‘ribed by the 
which already occupy the field. In England all papers are on an 
^ua^ governmental operation a similar condition would soon pre- 
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G. Alleged dtierimlnation In utie of wlrc§.— Mr. Randali. states that 
a telegraph oiKirahjr told him that the WcshTii Union Coinj)any favors the specula- 
tive class of misinesH in forwarding nK*ssages and refuses to do justice to the social 
and commercial hus5.iesc; that brokers’ messages havesi)ecial rights ov<‘r everything 
else; that many brokenige compani<*s bin; wires for use during a few hours in the 
middle of th(‘ day, with the result that from 9 a. m. to 3 p. in. tlie other business of 
the country is allo\\e<l to aceiimnlate, iK^cause the Western Union C'omfmny is not 
able to take care of it with the few wires left. The witness gives instances of tele- 
grams having been sent from one city to another and not delivered until after the 
sender had traveled to the s(‘cond city. (244, 257. ) 

Professor Paksons stales that the tt4egraf»b service of the country is not equal to 
that in the countries when' the telegraph is owned and operated by the (Tovernment. 
One fault of the system is that it discriminates in transmission in favor of speculative 
telegrams as against social messages or even ( Joverninent business. The witness 
gives instances of gr(*at delays in the sending and delivery of mes.sages. Postmaster- 
General Wanamaker accused the Western Union of having suppressed 16 inventions 
for the improvement of the system, instead of giving the country the benefit of them. 
The ten(h*n(;y of the company is to adopt only those inventions which increase the 
profits, and to try to repniss an invention, no matter how meritorious, if it does not 
conduce to that end. (190-191 . ) 

Mr. Chandler states that there is no rule of precedence in respect to telegraphic 
dispatches. Government business is entitled to go first, but there is no other regula- 
tion or order of business, except such as might be instituted by a chief operator in 
case of emergency. Railroad business is given no precedence over other business, 
except in cases of emergency. There are, however, usually on railway routes certain 
wires assigned to railway purposes, for the exclusive use of the railway companies, 
and over those wires the company gi\e8 preference to messages referring to move- 
ments of trains. Ordinary messages might be delayed at times through accident or 
oversight. (199.) 

Brokevdije, dhpalchen. — Mr. Chandler says that there is no arrangement by which 
brokerage dispatches are given prei'edence over other messages, but that a very large 
proportion of stock exchange and brokenige business is done over wires that are leased 
for that purpos(\ Sometimes .several, brokers h'ase a wire, and in that case cai*h haa 
his own operator and connection and takes care of tlie operating service altogether. 
(199,200.) 

Mr. Clark states that there is no discrimination permitted by the Western Union 
Company under any circumstances in favor of the business of brokers and large specu- 
lative firms, as has lieen often charged. He can not state how large a proportion of 
the biLsinesH of the company is brokerage and how' much commercial work, because 
a largo number of the brokers have private wires and a great many me.s.sage8 which 
ordinarily might seem private commercial massages might be in fa(‘t brokerage mes- 
sages. He is very positive that the business which comes to the companv regularly 
is transmitted without di.scrimination, in the order in which it is received, and that 
it is delivered in the same way. (209, 210.) 

H. Alleged influence of the telegraph ccimpany in polities.— 

Franking prwilege.— Vwiamor Parsons states that the Western Union Telegraph 
Company goes into politics very largely. According to the statement of the presi- 
dent of the company, the franks issued to Government officials constitute nearly 
one-third of the total complimentary business. These franks are issued to the 
officials of the National Government and of the various State and municipal govern- 
ments for the purpose of influencing them in favor of the company. The company 
has confessed to having received large benefits from the distribution of these franks. 
Perhaps one reason why Congress haa not been more alive to this question is that the 
members do not want to get rid of a system under which they can do their 
telegraphing free. ( 191. ) 

Mr. Clark states that the practice of giving complimentary franks to different 
classes of iieople is a matter of personal courtesy only, and that he does not know 
that it has any immoral effect. They are not given as a quid pro quo, because the 
companies do not expect and do not receive anj^thing in return therefrom, even if 
the franks are given to members of the State legislatures or to members of (3ongre^, 
as is often the case. If the frank system were abolished it would not make any dif- 
ference in the rates, because that business amounts to only a fraction of 1 per cent of 
the business of the company. (223.) 

Professor Parsons criticises this statement, and he offsets that of the late President 
Green of the Western Union, in his report some years ago, that the judicious use of 
complimentary franks among Government officials has b^n the means of saving the 
company many times the money value of the free service performed. _ The fnmks 
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are still given to the same class of beneficiaries and the purpose and results are prob- 
ably the same. (888.) 

Mr. Cji ANin.KR states that the franking privilege prevails to a considerable extent in 
the Postal Telegraph Company. Originally frpks were only given under stricd rules 
involving reciprocal servi(*e. They are now given to quite a gowl many public men, 
among them members of State legislatures, aldermen, mayors, judges, and meml)ers 
of Congress. In the main the franking privilege is extended upon apiilication. News- 
paper crirrespoudents and newspa{)er proprietors, to a considerable extent, have tlu^ 
franking privilege. In these cases it is given as a matter of accommodation and us a 
pri vilege which has grown up from long years of pra(dice. To a limited extent franks 
are given to people doing private business, but purely as a matter of reciprocity. 
The franks given to newspaper men do not enable them to transmit nows to their 
pajiers. 

A substantially accurate account of the value of franked me.ssageH is kept. 

Ill Mr. ("handler’s judgment the franking privilege is not a sufiicient factor to 
have any effect Uj)on rates in general, and its abolishment would not result in 
cheaper rates. As a matter of individual judgimuit, he would glad to see the 
whole franking privilege, in re8{)eet to bdegrams, done away with. (195, 196, 
197,198.) 

Mr. Roberts criticises the statement of Mr. Clark that the issue of telegraph 
franks to governmental officers is i>urely a matter of personal courtesy. Mr. Rob- 
erts does not believe this is the case, but thinks that they are issued for favors 
received or expected. lie (piotes from the statement of the pVi'sidi'iit of the Western 
Union Company, niade some years ago, in which he sai<l that the franks issued to 
Coveriiment officials constitute nearly a third of the b)tal conqdimentary business; 
that in all of the States where the company’s lines extend their ])roi)erty is more 
or less subject to the action of the national, State, and municijial authorities, and 
that the judicious u.«e of conq)limentary franks to them has l)een a means of saving 
to the company many times the money value of the free service ]H‘rformed. (270. ) 

Mr. RANDXT.Ti read from Senate Document 65, fir-st session Fifty-sixth Congress, to 
the effect that the i.ssuingof telegraph franks to members of legislative', judicial, ami 
municipal bodi(*s is a very great evil, and tends to misgovernment and political 
eorruj)tion. Ho critici.'^es tlie statement of Mr. Clark that the issuing of these franks 
is merely a matter of personal courtesy, and declares that they are cut off as soon 
as a statesman is out of a job. (259. ) 

I. Improveincmtfi In tcley^rapli dcvIccM .— Polirif ofthv Western Union 
in respe(i of nen; inventi(m.—Mr. R.vndai.l di.sputes the statenient that the Western 
Union is jirogressive and ado]>ts new inventions in telegraphy whenever they prove 
useful. He affirms that the contrary of this is the fact, and that there are plenty 
of improvements in telegraphy which the We.stern Union will not use, because it 
believes tliey would not n'dound to its financial interest. Whenever a new inven- 
tion is^ found to Ije beneficial it is bought up by the Western Union and laid away. 
The Western Union will not lea.se a wire to private individuals to make experiments 
with new inventions. The witness introduces in evid(*nce two letters written by a 
person interested in what was known as the “Anderson machine telegraph” to 
substantiate his as.sertion8. The.'^o letters and the Uvstimony of Mr. Randall tend 
to show that the representative of the Anderson machine parent was willing to per- 
mit the Covernment to make (‘xperiments with his patent until the Western Union 
people made some negotiations with him, when he at once a[)peared to lose interest 
in the matter. It is tlie belief of Mr. Randall that the AVestern Union had bought 
the patent. ( 249, 250, 25 1 , 253, 254. ) 

Mr. Rober'I’s states that while the AV astern Union Company always tries to get hold 
of the new inventions, it does not use them for the lienefit of the public, but keeps 
them locked up in the office in New York unless they would contribute to the 
profits of the company. (270.) 

IVIr. Clark denies the charge that the AVestern Union Company is keeping some 
of the latest and best inventions out of op(*ration, and states that the policy of the 
company is to develop every invention that it can find. He instances tne history of 
the quadruplex and other systems. There is a system in force whii'h can be used 
for short distances by which messages are sent and received in the ordinary writ- 
ten characters, and signatures and outline<l pictures can lie sent by the telauto- 
graph. (229.) 

Profes^r Parsons criticises this statement of Mr. Clark and quotes from Post- 
®®®^^^’^^^neral AVanamaker’s argument on the postal telegraph in 1890 to the effect 
Union does suppress inventions, and that it has no use for devices 
which cheapen and quicken the telegraph service and warrant a claim for reduction 
of rates. (888.) 
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Mr. Romyn Hitchcock, a civil engineer of New York City, pays that many 
improvementfl have Ix'cn made in the telcgra])h, but the Western Union Com})any 
liaa opposed all changeH with the logical result that the United States has the poor- 
est, most anticiuatcid, and expcmsive telegra})h service in the world. It is conducted 
on the basis ot small business at Ingh prices, whereas the teachings of experience 
demonstrate that a larger development with cheaper rates would be more profitable. 
A clependence ui)on the purchasing power of wealth is relied on to buy up inven- 
tions and sujipresH them. It has been a battle of money against the pervading spirit 
and the irresistible tendcm-y of the age, but the opposition will be overcome event- 
ually. (H91.) 

2. AUiimIe of PonUd (\mpamj,—Mr. Chandler states that the Postal Company has 
endeavored to' use new and useful devices to the fullest extent; that at all tinies it is 
glad to avail itself <>f anything that is a real improvement in the conduct of its busi- 
ness. .V great many so-called imjirovements, however, when brought into actual 
practice in comparison with appliances already existing, have' lieen found wanting. 
( 200 .) 

:i. Amlemm machine leleffraph.— Mr. R\ndali. describes a system of telegraphy 
invented by a gentleman named Anderson, and known as the Anderson Machine 
Telegra])h, wliereby, he asserts, it has been found from careful exjieriim'nts that on 
a circuit of 500 miles it is possible to transmit 2,000 words a minute; dn a circuit of 
1,000 miles, 1,000 words a minute, and greater distances in like proportion. He 
states that the ex{)erinients made under this system between New York and Chicago 
and between New York and Washington were eminently successful, but that nothing 
came out of it, because, he believes, the Western Union has bought up the patent and 
will not use it. The advantages to the newspajHTS from the use of a system of this 
sort, Mr. Ran<lall states, would be incalculable, in that it would work a great saving 
of time and ex])ense in the transmission of news matter. He submits a descri])tion 
of the Anderson Machine Telegraph, taken from Senate Document (15, first session 
Fifty-sixth Congress, together with the opinion of numerous exi)erts r('lati\e thereto, 
not only in respect of a great saving in time and the great increase in amount of 
business that could be done by it, but also in respect of the lessened cost of doing 
business by this system. 

The following extracts from statements of witnes.Mes befoni that committee ilescribe 
the system, with estimates of cost of operation: 


The* mctlKKl of operation ).'< siTni)lc. The ine-ssaxe Is perforated on a .strip of ^mper, which is put 
into the transmitter aiul passes under metal points At each jierforation these pnints ])a,ss tliroiiKli 
the paper and elo.se the circuit f(*r a length or time correspendlng (o the length ol the ])erforMtion 
At tne reeetvlng end the closing of the circuit makes a prussian-bitie stain on a moving ribbon or 
sheet chemically jirepared for the jairpose. 

The perforating machine. Is as simple and efticient as an ordinarv typewriter, and can be operated 
with the same ease and speed (1,800 to 2,000 words p<>r hour). 

The page and line recorder prints the message on a letter .sheet about 10 words to tlu* lino, and is 
a great improvement over the paper ribbons for recording long me.ssag<-s, letters, or new s reports Ho 
says Mr. Atheam, and Mr. Bates says, •‘The page and line recorder marks a long step forward, and 
It-suso removes one of the chief obstacles heretofore barring the way to full sneecss in aulotelograpliie 


Tho business luen^s composltiK machine enable:-- any person after a little practu'e to iierfomte a 
message for telegraphing as (piiekly us it could be written with a jum or tvpevvrltei (a perfect copy of 
the message for tho office tile being simultaneously printed in roman eharaetors) Tlie use of this 
composer would considerably le,ssen the cost of telegraphing and would shi>rten the time required to 
get a message under way, the message being ready for the automatic transmitter the moment it is 
written and stamped, thu.s avoiding e\en an instant’s delay. 

Passing from the constru<qlon account (which e.stimates a cost of fOOO.OOO fora line from Chicago 
to New York) with the impression that it is too high, we come to the cost of operation Calculating 
at the minimum average of 800 w'ords per ininiito, or 1,000 for the two wires, Mr. Delany’s data place 
tho cost per measage of 70 words from New York to Chicago at 4i cents, including interest on his con- 
struction account and c\ory expense but postage, which ought not to be over 1 cent If tlu! sender 
does his own perforating, and the message is sent to the addressee in Morse characters, the cost of 
transmission would be a trifle over U cents per message of 70 words, or ‘2} cents a hundred, not includ- 
ing postage. This is not probably below the truth, for the tendency of the witness was to make his 
estimates of operation high as well as Ills estimates of construe tlon— a tendency plainly manifest in 
his giving the perforators a .speed of nlxmt 16 words a minute, which is far within their practical 
capacity. (24^262, 266, 262-26.'> ) 


4. The Belany high-speed automatic telegraph system. — Mr. Hitchcock advocates the 
establishment of Government ownership, making use of the improvement.^ in 
tele^phy made by Mr. Patrick P. Delany, an ex-vice-president of the American 
Institute of Electrical Engineers, and the inventor of numerous telegraph devices. 
One of his inventions, whereby one wire is made to carry 6 measages simultane- 
ously, one way or in opposite directions, has been in use by the British post-office 
for 16 years, and his system of eiihle transmission holds the record for high speed 
over Atlantic cables. His high-speed automatic system of transmission has attaine<I 
the limit of the working speed of a telegraph wire. The inventor received a medal 
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for the invention in 1895, but it ig much improved now. The messages are first 
piinche<l on tapes, wliieh are then run rapidly through the transmitting apparatus. 

“The tapes are now punched by the ordinary operating of a Morse key, and the 
signals are recorded in Morse characters. The electro-static conditions of a telegraph 
Iin(‘ have hitherto inii)Osed limitations uikui rapid signaling by the ordinary methods. 
Hy a recent improvement Mr. Delany has succeeded in utilizing the static charge in 
the productioji of signals on the rei^iving tapi'.“ 


The j)oints of superiority in the Delany system over the Wheatstone invention, 
which IB its nearest competitor, are ( 1 ) more certain legibilitv of signals; (2) simpler 
mechanism; (8) improved methods for handling a large volume of business. It 
will work without reneaters from Ne\v York to vSan Francisco. The receiving instru- 
ment is controlltnl by the operator at the sending in.strument The transmitter 
increases the efficiency of ocean cables. By this system it is possible to send over a 
single wire 1,000 words a minute for a distance of 1,000 miles, as against 00 words a 
minute by the quadruplex system now in force, which requires 8 operators, 4 send- 
ing and 4 receiving, and as against 200 words bv the Wheatstone automatic system 
duplexed. The great item of cost in telegraphy Is the construction and maintenance 
of a large numljcr of wires, and great economy w-oiild thus result from the use of the 
Delany invention. A simplex Morse operator .sending at the rate of 15 words a 
minute may monopoli/.e a line which cost $20,000. 

riu' witiu'ss says that if 10 hours of constant opc'rtition for business and social 
messages are takcui, and 20 j)er cent of the time allowed f<*r manijmlatiiig the appa- 
ratus, the oractical working result of the Jh'lany in.strument would b(‘ 800 words a 
minute. If 15 cents witc charged for 50 words, the witness estimates the jirofit of a 
mie between New Aork and (’hicago, fully e(]uip])ed, with an assumed co.st of 
$1,(K)0,000, at $540,000, with only one-fourth of the working capacity of the line util- 
ized. Mr. Hitchcock says that the routine of busine.^s under jiroposed governmental 
ojieration of the tolegniph would be .substantially as follows, viz: 

\ central transmitting and n'ceiving office would be established with a numl)er of 
branches. Small local offices where letter teh'grarns could lie received would be 
connt'cted with the central office by ordinary wires, and at each of those local offices 
an ojierator Could manipulate a Morse key upon a tape-punching apparatus at the 
central office. The tapes at the central office would be immediately run through the 
line transmitters at a speed of from 500 to 1,000 words a minute. A single instrument 
on one wire can do all the business that can lHii)rovided l)y 50 men constantly w'orking 
Morse keys When a wire is working to anything like its (‘arrying capai’ity it will 
K* earning so much money that umler Hovernmenf control there will be either a 
hug<* ju’ofit at the l.)-cent rale, or that rate might be redue(‘d perliaps to 5 cents for 
•Ml wools. At the destination (4 the me.^Hage it is o'corded in Morse characters on a 
tape and ordinarily will be written out on a typewriter, inclosed in an envelope, 
stanijH'd and ad<lre.s.sed, and <ieposite<l in tlu* po.st-olfice. Absolute secrecy for all 
correspondenee can be had whenever desired. 

Mr. Hitchcock says that the universal use of the telegrajdi under such improved 
niettiods, whether attained through (Jovernmeiit ownership or by a private corpora- 
tion, would reduce charges at least 90 per cent. While personally favoring (iovern- 
inent ovyiiersliip, he thinks it is possible to make the telegrapl/a public utility in 
private hand.s by the use of the Delany system. The 10-word mes.Mage could be sub- 
sntutea ny letter telegram.s — that is, letters carried bv wire in.stead of by train. 

heap letter telegrams are sure to increa.se the bulk of the telegraph business, and 
^ ill the control of private parties it would interfere seriously 

service. The delivery of these letter telegrams should be made 
in.rn j ‘/'•'^t-Office Department by carriers, or if the letter telegrams require 
’ should be employed and a special charge 
rtm / a + urgent bu.sine.ss .should not be taxed to jiay for the special service 
in nf V correspondents. Ordinary letter telegrams handed 

instance, would be poshxl in Chicago 20 minutes later, and 
no’ ^ fueir destination soon enough through the carrier service of the Post- 
Office Department. (891-895.) 

w’fm.— Mr. Ch.vndleu thinks there has been some change of sen- 
telegraph companii*8, and that in the main they are rather 
and muni wires undtT ground in the thickly settlcxi portions of cities 

fn f K + 1 ^ ^ '"^ry large extent now, and has many advan- 

ges ro ttie telegraph companies, as well as to the nnblic. f204A 

-I. Conditione of labor. 


as to the public. (204.) 

there ntuur.— 1 . Number of employccH. —Mr. Clark states that 

busing M people m the United States handling Western Union telegraph 

iiesa. Many of these are only constructively in the employ of the company, 
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being the agentn of railroad companien and handling commercial messages at the small 
stations where the telegraph business is not sufficient to justify the employment of 
an independent oiicrator. While they are paid directly by the railroad companies, 
they must be taken into consideration jus enifdoyees of the telegraph company, 
because of the contracts that the telegraph company has with the various railroad 
companies. (217.) 

Mr. CiTANDLEK statoH that nearly 9, 000 people are employed by the Postal Tele- 
graph Company; that in the i>rincipal cities 80 per cent of the employees are women, 
ana in the country 25 ])er cent are women. (200, 206.) 

2. Wngen of iduffrauh Professor Parsons states that statistics show that 

the averages wages of hdt'graph operators in Euro|)e are greater than in the United 
States. In (Jreat Britain the average wages are $400; in Germany, $446, and in 
other European countries, $820, while, according to the statement made by the presi- 
dent of the We.stern Union Company to a committee of Congress, the average salary 
of tlie teh^graph employees in tnis country is only $200. Statements made by the 
Western Union p(!oj)le to the contrary, also their statements that the work done by 
employees is grealer here than in Europe, are not borne out by statistics. (188. ) 

ProftvsHor Parsons states that th(‘ Western Union Telegrapli Company pursues a 
systematic jolicy of reducing the wages of its eniployees. It employs boys when- 
ever iiossible, and pays them a much smaller salary than it wouhl pay a man. An 
investigation made by Congress showe<l that there was a 40 per cent reduction from 
1870 to 1888. The great strike of 1888 throughout the telegraph system was largely 
due to the low wages and long hours, the operators having asked for an increase of 
pay of 15 per cent and for an eight-hour day, with no salary lower than $50, which 
the company refused to grant. After the strike* the company was able to get one- 
third more work out of the men for the same i)ay. The hours of the operators are 
long, the work trying, and they are unable to eonlinue many years under the strain. 
The Western Union Telegraph Company is also opposed to labor unions, and black- 
lists its employees on many occasions. (190. ) 

Mr. Roukrth says that the Western Union Telegraph Company contributes largely 
to the support of a school in New York “that grinds out every year a large number 
of boys and girls as telegraphers” the result of which is to increa.se the supply of 
telegraph labor and thus reduce wages. Tlu? company luus thousands of boys, rang- 
ing from 12 to 16 years of age, working long hours at the paltry salary of $8 to $4 
per wwk, while the United States Government pays its letter carriers, engaged in a 
similar occupation of carrying messages, from $60 to $100 per month. It is admitted 
by the Western Union people that, while wages have been increased in nearly every 
imlustry in re(‘ent years, the wages of its employees have remained practically what 
they were in 1888, while the low wages at that time were the cause of that great 
strike. (269, 270, 271.) 

Mr. (Jlark shites that the wages paid to the operators in different parte of the 
country vary according to the experience and ability of the operator, ranging from 
$100 per month down. There was no reduction of wages during the depression from 
1898 to 1897, nor Inis there been any general increase since, the regular scale remain- 
ing practically the same, exc^ept that since 1888 the operators have been paid for 
overtime, and for over 9 liours for the 6 days in the week, and for Sunday work. Oper- 
ators very often begin in the large offices as check boys and check girls, and in the 
small offices they are generally friends of the oi)erator8 and grow' up with the busi- 
ness in the offic^e. Very often graduates from the commercial schools are taken as 
oi)erators; so that the supply always exceeds the demand. The witness thinks 
there are about 2,500 women employed by the Western Union, and that their wages 
would not average as much as the wages of the men, because they can not do as 
heavy work. (223-224. ) 

Mr. Clark thinks that the wag^ of the Western Union employees are satisfactory, 
and that they are higher than in Europe; just how much he can not say, because 
the classifications are entirely different. In Europe operators come under civil-service 
rules, and their salaries therefore are not governed by the law of supply and demand, 
as they are in this country. (217. ) 

Mr. Chandler, of the Postal Company, states that the wages of employees vary 
according to the nature of the work. The salaries of operators range from $25 to $85, 
the average beinc about $60, the salaries of clerks averaging somewffiat less. It is 
the intenuon of tne Postal Company to make no discrimination in wages because o^ 
sex, but to pay a woman the same wages as a man for the same work. In general, 
however, the wages paid to women are less than those paid to men, as there are com- 
paratively few women who are as skillful operators as men, and as there are lim- 
itations to the nature of the service that can be performed by women. 
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In Mr. Chandler's opinion there has been little change in the rate paid to tele- 
graph operators either way in the last 15 ^ears. Wages paid by the W^tern Union 
Company are, he thinks, very nearly uniform with tliose paid by the Postal Tele- 
gr^h Company for the same service. 

iTie amount paid in salaries by his company, Mr. Chandler states, is approximately, 
70 per cent of the total expense of operation. 

Comparing salaries pain in this country and those paid in Great Britain, ho says 
that in America a young man of good conduct and of skill demands a first-class oper- 
ator’s salary very early in his career. In Great Britain, the youth having acquired 
a fair amount of skill, is appointed at a salary of about $4 per week, and so long as 
his conduct is satisfactory and he develops ordinary skill as a telegrapher, he receives 
regular annual increments until ho arrives at the maximum figure for a first-class 
operator, about $65 |>er month. In considering salaries paid to the British operator 
it must he remembered that at the age of 60 he is retired on a pension. (200, 205, 206. ) 

Mr. HrrcjicocK says one of the worst features of the Western Union Telegraph 
mono[)oly is its utter disregard of the welfare of its employees. Their wages are 
insufficient for comfortable living. The average operator shonhl receive about 
double his present wages. (898.) 

8. Ihuv» of Idhor of telegraph emphijees. — Mr. Chandler says that the hours of 
labor vary somewhat in dinerent localities, and in small offices and branch offices the 
hours of duty are arranged with referem'e tn the necessities of the case. In the 
principal cities 9 hours are counted a day’s labor, and 7 hoiim a night’s lalior. (200. ) 

4. Aiiituile toirard labor orgamzatioits. — Mr, Roberts states that tlie Western Union 
Telegraph (’ompany is opposed to labor organizations, and thatoutof this opposition 
grew the great strikes of 1870, 1871, and 1883. According to the statement of Presi- 
dent (Jreeii, of the Western Union Telegraph Company, “after the great strike of 
1870 the comj)any took back some of the strikers on condition of their taking what 
was called the Gron-clad oath ’—an oath to renounce their union and never connect 
themselves with any similar organization.” After the strike of 1883 practically the 
same promise was recpiired. The Western Union will not permit any of its 
employees to ])etition for increase of pay or shorter hours on f»enalty of (lismissal, 
That com])any was the first corporation to establish a black list. (269. ) 

]\Ir. (lark states that ho does not ciire to discuss the question as to whether his 
company is opposed to labor organizations. There was, however, an organization in 
1883 which the (‘ompany refused to recognize. The company is alM^ays ready to deal 
with its emj)loyoes directly with reference to any personal grievances which they 
may have, and he supposes the employees are perfectly satisfied. (22,1 ) 

Mr. Chandler reports that he does not know of any organization of telegraph 
eniployoes that i.s in existence now. The Postal company makes its engagements 
with ojjcrators singly, no inquiry being made before engaging them as to whether 
or not they belong to a union. (200.) 

K. Taxation of teleftrapli property.— Mr. Clark .shates that as to taxes and 
siii)ervisi(in there is a difference in methods in all of the States. The total amount 
of taxes paid by the company last year was about $52}),000. He thinks the taxes 
are very fiigh, but does not desire to be considered as not wishing to pay on the full 
valuation oi the property. In some of the States the taxes are based upon the pro- 
portion of the capital used in the State; insome^ on the estimated value of the prop- 
erty. Connecticut makes a charge upon each mile of wire, while Texas puts a tax of 
1 cent on every message sent. In New York a law was recently proposed author- 
izing the entire capital stock of the company to lie taxt>d at one mill and a quarter 
on the dollar, udiich means practically $125,000 per year on the capital of the Wes- 
tern Union, besides a tax on the capital of the other companies that it is responsible 
State. This would be a very harsh and unjust law. (216-217. ) 

Mr. Chandler states that the methods of taxation are almost as many as there are 
States. He thinks that generally telegraph companies are not taxed reasonably, 
i here is a hardship, he holds, in the levying of license fees in the form of a lump 
sum, as is sometimes done, as this bears unequally uj^n the small telegraph com- 
pany ^ compared with the large one. It is a hardship, alsoj for the municipality 
to a fixed cha^e per annum for each pole and each mile of wire constructed 
^ streets and highways, as that bears more hardly upon the telegrajih company 
Which has to construct its lines on the highways, as is the case with the Postal com- 
ply, than upon the company which is able to construct its lines on railroad rights 
ot waj, as 18 the case with the Western Union company. As an epuitablo meth(M of 
taxation he suggests that there be a single assessment on the entire property which 
fu company has within a State, that the company pay the entire tax to 

the State, and the State distribute it among the localities. (204, 206. ) 

10a XV 
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XIV. THE TELEPHONE BUSINESS. 

A. Hfitoiy and deicriptton of buiineii.— 1. Early telephme conditiom.— 
Mr. Edward J. Hall, vice-president and general manager of the American Telephone 
and Telegraph Company, testifies that the telephone first received public notice at tlm 
Centennial Exposition at Philadelphia in 1876. Attempts were made to develop its 
commercial use shortly thereafter. At first agents were appointed by the Bell Com- 
pany to rent telephones and bells for the ^uipment of short private lines. Each 
customer built his own line, usually employing the agent who rented the telephones, 
and the agent’s income was derived from the profit of this construction ancl a com- 
mission on the rental charged for equipment. The telephone exchange soon grew out 
of the desire of the owners of these short lines to be interconnected with other users 
of the telephone, and as a result' there was a demand for the building of lines by the 
company or its agents. The Bell Company did not have the capital necessary for 
the construction of these lines, and local companies were organized wherever there 
was a demand, eatdi cotnpany having exclusive exchange rights within the area 
allotted to it, and the Bell Company reserving to itself to give other licensees the 
right to connei;t exchanges with ea(ih other by trunk lines. The Bell C’ompariy also 
issued licenses for lines connet^ting the small local companies, usually to the most ]»ro- 
gressiye of its liciensees, larger companies were soon organized which purchased the 
local interests, with the result that better service was rendered. Fairly good service 
was given between the larger exchanges ami their tributary points, but the state of 
the art up to 1885 made it impossible to talk any considerable distam^e. Up to 1885 
the apparatus in use was adapted wholly to grounded circuits, and iron and steel wire 
was practically universal. Some experiments had been made with the hard-drawn 
copper wire, which promised good results. (817. ) 

2. Devdojnnerit of long’distance service. — Mr. Hall says that early in 1885 the Amer- 
ican Telephone and Telegraph Company, which has since been popularly known as 
the long-distance companyj was organized, and the construction of a c(unmer(!ial line 
between New York and Philadelphia was at once commenced, and tin* line was com- 
pleted 2 years thereafter. Very heavy poles were used and 24 hard-drawn copper 
wires were strung. A serious difficulty was encountered in transferring the current 
from the metallic circuit trunk lines to the grounded circuit wires, but this was finally 
overcome also, and with the introduction of the metallic-circuit service in the local 
exchanges the companies were obliged to go through another era of plant recon- 
struction. (817-818.) 

Mr. Hall states further that the present era of telephonic development in America 
commenced with the opening of the long-distance line between New York and Phila- 
delphia, January 1, 1887. Lines were commenced about the same time from New 
York to Boston and from New York to Buffalo, and there has been a constant exten- 
sion and development ever since, until at the present time the American Telephone 
and Telegraph Company and 38 associated companies, known as the Bell system, 
furnish local exchange service to about 900,000 stations and trunk-line service over 
nearly 700,000 miles of wire. (819.) 

3. Capital stock of the American Telephme and Telegraph Company, — Mr. Hall testi- 
fied that the capital stock of the American Telephone and Telegraph Company has 
been increased from time to time, as developments required, both for the construction 
of long-distance lines and the purchase of telephones, real estate, etc. A table accom- 
panying his testimony shows that the capital outstanding on March 3, 1885, was 
$100,000, and on July 1, 1901, it had increased to $94,237,500. The authorized cap- 
ital has been increase to $150,000,000, and stock to the amount of $20,709,0(W has 
recently been offered for subscription at par. In addition, collateral trust 4 per cent 
bonds have been sold to the amount of $15,000,000. (819.) 

4. Earnings of telephone companies.— The following extract from the annual report 
of the American Telephone and Telegraph Company, for 1900, shows its earnings 
and expenses. (823. ) 


Comparative statement of earnings and expenses. 
EARNINGS. 



1899. 

1900. 

Dividends of subordiu...t3 companies 

$3,044,908.89 

1,714,526.64 

2,668,859.01 

42,286.11 

217,301.68 

$3,846,821.67 
2,427,037.52 
3,027, 171. &6 
31, 824. 67 


Telephone traffic 

Real estate 

Interest 

201,643.60 



7,687,381.08 

j 9,584,499.21 
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Comparative statement of earnings and expenses — Continued. 

EXPENSES. 


• 

1899. 

1900. 

Expenses of administration 

$691,826.84 

103,748.46 

1,234,275.83 

1,487,021.88 

$746,259.48 
86,134.07 
1,376, 199.94 
1,840,847.86 

Lokal expenses 



Net revenue 

3,416,872.51 

4,048,441.35 

4,270,608.57 

6,486,057.86 

Net revenue, 1900 


6,486,067.86 

4,078,601.25 

Dividends paid 


(Carried to reserves 


1,407,456.61 

937,268.22 
470, 198.39 

Carried to surnlus 



1,407,466.61 


5. Present development of the telephone mdmtry.—Ac.coum&r\ymg the affidavit of 
Mr. Hull is a report of the i)reeident of the American Telephone and Telegraph 
Company for the year ending December 31, IIKK), which shows a great growth of the 
industry from 1891 to 1900. 

Th(‘ estimated number of exchange connections made during 1900 in the United States 
by companies o|)c‘ratinguii(lerlicen8esof thiscompanv amounted toabout 1,825,000,000. 
The average number of daily calls per 8ub8cril)ers^8 station throughout the United 
States is about 7.1. The average cost to the subscriber varies according to the size of 
the ex(!hange and character of the service from less than 1 cent to 9 -cents per 
connection. The long-distance toll system owned and operated by the company on 
the iHt of .Imiuary, 1901, consisted of 12,427.03 miles of pole line and (jable, and 
167,410.39 miles ot wire, connecting 359 offices. The total mileage of wire, local and 
hing distance, is 1,354,202. The past year has been one of marked progress in the 
development of the business. The message-rate system with metallic-circuit lines 
and correspondingly lower rates have increased the service very materially and at 
the same time the efficiency of the service has been steadily maintained; 705,000 
miles, or more than one-half the entire mileage, is operated under the surface of the 
streets. The expenditures which were required for the extensions of the business 
throughout the country have been greater than any previous year, nearly $29,000,000 
having been expended by the company and its licensees for this purpose, and in addi- 
tion thereto oyer $2,000,000 was invested in real estate for telephone purposes. The 
entire exj)enditure for construction, including real estate, to the close of the last year 
has been $168,474,517.83. Further expenditures on a large scale will be required for 
the current year. (820-822. ) 

t). Bell Telephone Company— Its relations to American Telephone and Telegraph Com- 
pany.— Ur. Bki'hell testifies that the American Telephone and Telegraph Company 
rents its instruments from the Bell Telephone Company, but he does not consider 
this payment in the nature of a royalty. The Beil Company owns at least 51 per 
cent of the stock of the American Telephone and Telegraph Company. (810-811.) 

Nm York telephone system.— Ur. U. N. Bethell, general manager of the New 
York Telephone Company, testifies that the New York telephone system is the 
largest in the world and has the greatest per capita development, the number of sub- 
scriU'rs’ stations now amounting to more than 62,600. The system embraces not only 
the old city of New York, but all of Greater New York and many places across the 
river in Ne^w Jersey, and a few in Canada. The business was first started in New 
1 ork in 1878, and up to 1894 the development was not very rapid. Since 1894 there 
has occurred a great development in the system. During the last 2 months there 
n^ been a gain of about 2,000 subscribers, and at the close of the present year, 1901, 
there will be perh^s 75,000 stations in New York City. The causes of this rapid 
development are efficient service and general recognition of the utility of the tele- 
pnone, and principally the reduction in rates and the adoption of the rate-message 
plan. 1 he policy of the company has been to adopt improvements whenever they 
have ^n demonstrated to be useful regardless of cost. The metallic-circuit under- 
^ounU system has been established, and at present there is not a pole on Manhattan 
island, outside of a very small section north of 130th and 140th streets, excepting 
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one main trunk line used for long-distance wires, which runs the entire length of 
the island. The entire plant was reconstructed between 1887 and 1893 at a very 
large expense. The most important change that has been made recently was the 
introduction of the (!ommon battery system, about 3 years ago, which required 
the substitution of an entirely new equipment at all of the central oflSces. This work 
will l)e completed about September, 1901. A European expert recently wrote that 
New York has not only the largest but technically the best system in the world. The 
underground system is installed in subways, wnich were provided for by act of the 
legislature, the subway system having been in charge of electrical commissioners 
under whose su{)ervision the work of construction was carried out. The functions of 
this board are now lodged in a commissioner. The subways were constructed by a 
separate c<nnpany, but most of the capital came from the telephone people, many of 
the members of the subway corporation being also members of the telephone com- 
pany. The municipal wires and those of telegraph, electric light, and other com- 
panies are also placed in the same subways. (777-780.) 

Mr. Bethcll declares that the New York plant is maintained at all times so that the 
service is absolutely permanent and reliable. The rapidity of the operator is tested 
without the operator’s knowledge, and for the last 3 or 4 years tests have shown that 
the average time elapsing hitween the giving of the subscriber’s signal and the 
answer is from 3 to 5 seconds. In only one case during the last year and a half did 
the average go over 5 seconds. The New York service has been praised by a num- 
ber of experts. (780,787.) 

I Hridmdo.— Mr. Betiikul testifies that from 1888 to 1896 the New York Telephone 
Company paid no dividends. Since 1890 it has paid 6 per cent per annum. The 

{ lerceutage of exi>en8es to earnings for the same time has been alx)Ut 05 per cent, 
during the first 4 months of this year it was 05.3. (783. ) 

8. Udatiom of Western (Mon Telegraph (.bmpnny to the American Telephone and Tel- 
egraph (bmpani/.—Mv. Betueli. testifies that the Western Union Telegraph Companv 
can not be considered as a competitor with the American Telephone and Telegraph 
Company because both do a different cla.ss of business. He is not a director of the 
company,- but from newspaper reports he thinks that some of the directors of the 
Western Union Telegraph Company are also directors of the American Telephone 
and Telegraph Company. He does not know to what extent long-distance tele- 
phoning has affectctl (In* telegraph business, and he does not know whether the 
American Telephone and Telegraph Company is doing any telegraph business. (813. ) 

9. Ihdergronnd wires.— Mr. Hall testifies that upon the multiplication of wires a 
general demand arose that they should be' put underground, especially in the busi- 
ness centers around the large exchanges. The rapid development of high-tension 
currents for electric lighting and street-railway purposes tended to seriously impair 
the service ov(‘r single wires using the ground for a return. It took some time to 
devise suitable cables for underground purposes, and even now they can not he used 
over long-distance lines, except in the short section from the terminal exchange to 
the customer’s station. The purjn^se of the American Telephone and Telegraph 
Company from the outset was not to use the method which largely prevails in other 
countries, of re(piiring msers of the lines to come to special toll offices at terminal 
points, but to connect the long-distance line with the subscriber’s line. (818. ) 

10. Secrecy in telephoning.— Mr. Bethkll testifies that under the laws of New York 
it is a misdemeanor to divulge telephone messages, and very few complaints have 
ever bexm made to the management on this matter. Occasionally some subscriber 
thinks his conversation has been listened to and used, but these complaints do not 
average more than 2 a year, and upon investigation they have teen found to be 
without foundation. Mo.st of the service in New York is on direct wires, there 
teing very little of what is known as party lines, that is where 2 or 3 persons are on 
the same wire. (813. ) 

11. Telephone system of Detroit.— Mr. Bethell said that he was not very familiar 
with the telephone system of Detroit, but he understood that there was great dissatis- 
faction there and the competition by the independent telephone companies created 
worse conditions than existed previously. (807. ) 

B. Telephone rales.— 1 . General charge of excessive Professor Parsons 
refers to the telephone rates in the United States, especially in the city of Washington, 
and compares them with the rates in cities of practically the same size in Europe, 
where the municipalities own and control them. He states that the rates in Wash- 
ington are from $36 to $96 for residence and $120 for a business phone. While tele- 
phone instruments can te' bought in this city cheaper than they can in Europe and 
while the wages of the operahirs are practically tne same, Stockholm, which has 
a ixmulation substantially the same a.s Washington, has a telephone system with 
metallic circuit, underground wires, unlimited service, with a rate of $16 for a resi- 
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dence and $22 for business phones, and interurban communication within a radius of 
43 miles; and that the Bell Telephone Company, when it was operating the Stock- 
holm system, was charging $44 for a very inferior service without metallic circuit or 
underground wires. 

Professor Parsons submits the following table as showing the relative rates for 
telephone service in leading American and European cities, U)getherwith the relative 
number of persons in the population for each telephone. American figures relate to 
years 1897 and 1898, and those of European cities to somewhat earlier veal’s. The 
relative sizes of the various cities are indicated by comparisons with Washington, 
D. (a, which has a population of 250,000. The cities marked with an asterisk have 
public systems and the others have private plants. ( 177 ). 


Cities, 


Washington (1898) 

Stockholm * 

Christiania 

Troudhjem 

Berne* 

Zurich * 

Berlin* 

Copenhagen 

Amsterdam 

I’aris* 

Greater London... 

Greater Boston 

Greater New York 

Chicago 

Phiiadelphia 


Relative , 
size. 

Rates. 

Number 
of per- 
sons to 

1 tele- 
phone. 

1 

830 to 8136, 81(K) aver- 

1 ftJfe. 

120 

1 

$20 average 

23 

f 

^22 average 

.30 

1 

$13 average 

38 

1 

$10 upward 

40 

i 

$10 upward 

50 

7 

$36 

00 

li 

$41 

! 70 

2 

$.')0 to $100 

160 

10 

$78 

170 

22 

$100 

700 

4 

$25 to $150 

60 

13 

$90 to $240 

120 

(i 

$60 to $175 

130 

a 

$60 to $250 

170 


In most of the American cities offers have been made to furnish telephone service 
at a much lower rate than the Bell (Company was charging. In the state systems of 
Europe the charge for a local telephone conversation to a nonsubscriher is from 2 to 
5 cents, as against a charge of 10 to 15 cents in many of our cities. In tlie small ])la(!e8 
an averuge charge of from $8 to $12 or $15 jier year is a fair charge for the use of a 
teleplione, while in larger cities a soim’wliat higher rate is made necessary. In 
Boston, where ’the underground system is necessary, a company is ojierating a 
system at about one-half the rate charged by the Bell ( company. While it costa 
more to install an underground system in the first instance, the expenses of main- 
tenance are lees thmi for an overground system. The witness lielieves it would 
be possible to furnish telephone 8ervi(‘e in Washington City for from $.30 to $35, 
unlimited. One of the reasons why the Bell Company can not furnish service at 
sucli rates is that it is greatly overcapitalized, and is trying to pay a dividend on 
watered stock. The New England (Bell) Telephone Coitipany, operating in Boston 
and other cities and towns in Massachusetts and New England, is capitalized at more 
than $3(X) ner subscriber’s line, whereas the Massachusetts Telephone Company (inde- 
pendent) has installed a system there equally as good at less than $100 per ifne. 

The witness also states that in Grana Rapids, Wis., there is a cooperative tele- 
phone system, comprising about 300 subscribers’ lines. The average cost of construc- 
tion per line has b^n only $42, as compared with $300 for lines in some of companies 
controlled by the Bell Company. The charges are only $1 per month for residence 
service and $2.25 for business service. One and one-half per cent dividends liave 
lieen paid monthly on the shares, which are held by the telephone users, so that the 
actual charges for a residence telephone amounts only to 25 cents per month, and for 
business telephones $1.50 per month. The Bell Company in this place charges $36 
per year for resident telephones and $48 for business telephones. 

Profeswr Parsons refers also to a small telephone system in Kansas which operates 
at a profit of 10 or 12 per cent while charging only $12 or $15 per vear for telephones. 
^ "^heater, N. Y., an independent telephone company is maaing rates of $36 to 
while paying 8 per cent dividends on a large amount of watered stock. 

• witness criticises the decision of the supreme court of the District of Columbia 
in Manning v. Chesapeake and Potomac Telephone Company, which held unconsti- 
tuUonal an act of Congress, fixing the minimum telephone charges in Washington at 
$50 per year with 1 telepnone on a wire, $40 for 2 telephones on a wire, $30 for 3, 
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and $26 for 4 or more on the same wire, and undertakes to show that the court waa 
incorrect in holding that the rates charged by the telephone company in Washington 
were necessary for the successful operation oi its business. The evicience in the case 
showed that wherever the rates are lowered there is a much larger use of the tele- 
phone, and that fact was not thoroughly considered by the court in its decision. 
The witness believes that the lowering of the rates to the level fixed by Congress 
would very largely increase the number of subscribers without any very great increase 
of the expense of maintenance, so that the company would in reality make as much 
money as it did under the present system. The Supreme (y^mrt of the United States 
has clearly recognized the principle that the increase of business from lower rates 
must bo taken into account. He further states that he has consulted with the presi- 
dent of the new company operating in and about Boston over the matter of reduction 
of rates proposed for Washington, and that official thoroughly agreed with him that 
the reduction was possible.* (173-179.) 

He admits that in many cases the public is not ready for it, and thinks for the 
present, in most instances, public! regulation would be Ix'tter than governmental 
ownership and operation. (100, 173--179. ) 

Mr. Betiiell, commenting on the figures given regarding the charges for teh*- 
phones in (Irand Rapids, Wis., implies that it is absurd to suppose that telephone 
service should be furnished by any company anywhere at $3 per month if proper 
methods of accounting for expenses were employed. Even if the concern wen; 
(‘ooperative, so that the meml>er8 did part of the work or met part of the expenses, 
it would be difficult to conceive of any efficient service at this rate. ( HI I . ) 

Professor Parsons, in an affidavit replying to these criticisms, testifies that the 
data relative to the Cooperative Telephone Company of Grand Rapids, Wi.s., was 
received by him from the first president of the company, who is a man ol excellent 
reputation and thoroughly familiar with the facts, and that th<! statements thereto- 
fore given to the commission by him were taken from a letter from the jiresident of 
that company. (883.) 

Professor Bemis thinks that there is quite an opportunity for municipalities to 
develop telephone service in connection with the police and fire-alarm system, and 
thus extend it gradually; some little tendency in that direction was observed in 
Chicago until a private company made a greatly reduced rate to the city. He 
believes there would lie mium more use of the telephone and that the companies 
would not lose anything in the end by greatly reduced rates; and he instances the 
case of the town of Manhattan, in Kansas, with a population of only 3,000, or about 
600 families, where a private company had placeil 220 telephones or one to every 3 
families, and had made over 10 wr cent on its investment by charging only $1 a 
month for the household use of telephones and a little more for niercantile use. He 
admitted that in larger cities the cost would increase somewhat with the size of the 
plant, because the number of connections had with others tends to increase the 
operating expenses somewhat per phone, but not enough to justify the general (diarges 
prevailing in large cities. (109-101.) 

2. General defetm of emt'mj rate^. — Mr. Hall testifies that the constant and rapid 
changes made in the telephone industry, requiring continuous reconstruction of the 
plant and improvement in other conditions, make the question of rates one of great 
complexity. At first the fixed fiat rate for the unlimited use of the telephone by the 
subscriber was put in force, but later it developed that the message-rate system, by 
which charges are based on the numlier of messages, was the proper one, and it is so 
recognized generally by the customers. The flat rates are reasonably equitable in 
small places, where traffic is fairly uniform, but they have no place in the service of 
a large city, where uniform conditions do not prevail. Trunk-line long-distance rates 
were originally started under the message-rate plan. At first the rates were usually 
about one cent a mile, with an allowance of five minutes for each message. The pre- 
vailing rate to-day in this country is substantially three-fifths of a cent per mile for 
a conversation of three minutes, with a proportionate increase for use in excess of 
that time. (818.) 

Mr. Parsons in his affidavit says that he believes in the message-rate plan for large 
plants, but thinks the double flat rate, one for residences and one for business estab- 
lishments, simpler and better for small exchanges. If the message charge is carried 
too far it will limit communication and subserve no useful purpose. (883. ) 

Mr. Bethell testifies that it has been demonstrated ana is acknowledged on all 
sides that it is more costly to operate a telephone system in large cities than in small 
ones. More than half the operating expenses go for labor, wages, rents, and other 


1 The deoifdon above discussed regarding telephone rates in the District of Columbia was reversed 
by the district court of appeals in 1901, wnich held the rates established by Congress to be adequate. 
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items, which are very much higher in a meat city than in a small town. Then there 
are so many subscribers in a lai^ge city that therehave to be numerous exchan^, all 
connected together, and this requires plant and labor of a kind and amount which is 
not required at all in the smaller exchanges. A large exchange, therefore, requires 
many fold more labor and more plant to accomplish a particular thin^ than does the 
smaller exchange. Again, in a very lai^e exchange there is necessanly a very large 
surplus plant. Undei^round (iables must be of a standard size, sav of 50 or 100 
wires, and very often it may be necessary to take the 100-wire cable when «)nly a 
fractional part of that number is required for the service. There are surjdus sub- 
ways for the same reason and for the additional reason that w hen once the street is 
opened ample conduits for future growth must be laid, and there is thus a great 
investment lying idle for a long time, and during the slack hours of the day and night 
the plant must be up to the highest requirements of the busiest five minutes of the 
day. The message in a great city costs vastly more than a message in a small city, 
i)ut the volume of traffic in a large city tends to equalize that and to bring down the 
cost. Every message occupies the whole line during its transmission, thus differing 
from a railway, where many trains may be operating at the same time. 

The witness thinks the ave^e use per line would doubtless be increased by lower 
rates. It has been increased in New York by lower rates, and the New York system 
may be capable of carrying more traffic than it does carry, but there are so many 
facts and conditions surrounding the question that it is not by any means easy of 
solution as to whether a reduction of rates would pay or not. There is a limit to the 
carrying capacity of a telephone line— not as a single line lietween tw(» points, but 
as part of a very complicated and very extensive system of lines, any two of which 
may have to be connected at any moment. One rakht use his telephone 50 or more 
times a day, but such use is only possible when the line over which such a number 
of messages is sent is connected with other lines not used to that extent. That line 
is so fully occupied by outward messages that few, if any, incoming messages can be 
handled over it. Practically it is “busy” to all inquirers. It is obvious that all 
lines could not be used to any such extent; an attempt to so use them would neces- 
sarily result in complete failure. The rate of $30 a year, suggested by Professor Par- 
sons in his testimony before the commission as a proper rate for New York, would not 
be fair. (808-810.) 

Mr. Pethell testifies that a committee of the New York legislature in 1888 investi- 
gated the system and reported that the loss to the New York companv through 
installation of the new underground metallic circuit system amounted to three-fifths 
of tlie company’s net profits from its organization, and that the company’s profits 
for seven years were 9.66 per cent on investment. This committee also reported that 
no telei)hone company in the State had made unusual profits and that some of them 
had lost money, and that nowhere in the State had it found excessive salaries paid 
to tele})h(me officials. (782, 783. ) 

3, liitenor Department scriw.— Professor Parsons refers to the operation of the tele- 
phone by the Interior Department in Washington. The Department had been pay- 
ing an average of $75 per ’phone for 65 ’phones. The Bell Company having refused 
to reduce the rates, the Department put in a system of its own, which it operated at 
a total cost of $10.25 per ’phone, including interest, depreciation, and repairs, or 
$6.43 without those items. (173.) 

Mr. Bethkll testifies that he found the system of telephones for the Interior 
Deparhnent confined to a few buildings, all near together and connected with a very 
few wires. The Government had invested $6,000 in that plant. He criticises the 
testimony of Mr. Parsons; savs that for 65 ’phones the figures given would allow 
only $248.30 a year interest, depreciation, and repairs. The interest alone at 4 per 
cent on $6,000 would amount to $240 a year, which would leave only $8.30 for depre- 
ciation and repairs. The repairs alone would require the service of one man practi- 
cally all the time. From official reports of officers of the Interior D^artment, made 
in 1897 and 1898, and which were filed as exhibits to his testimony, Mr. Bethell states 
that the Interior Department service was very inferior in quality. (786. ) 

Professor Parsons, replying to these criticums, says in an affidavit that he had 
^)tained the facts about the Government telephones directly from the books of the 
Department by a personal visit to the Department. At the time of his former testi- 
mony he did not xnow that the Department exchange had been ^ven up, but he 
finds that the installation was not satisfactory and that a wider service was 
needed. Ho used the data in his former testimony to show that the Bell Company 
w^ wrong in its refusal to reduce the rates to the Department, and that idea is borne 
out by the fact that the Bell Company now supplies a wider service and long-distance 
facilities at rates close to the cost under the public system. (883. ) 
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4, Rates in New ybrifc.—Mr. Bethell says that during the early period, when single 
wires were used, the rates were all flat; that is, all subscribers had the same char^ter 
of equipment and paid the same amount, whether they used the service much or Kttle. 
The correct idea is that the company’s business is to render public service, and conse- 
quently the flat rates were discontinued and what was known as the message-rate 
system was introduced. During tlie early days the flat rates in New York ranged 
from |60 to $150 a year for single service, and when the metallic service was intro- 
duced tliey ranged from $120 to $240 per year. Under the me8.^e-rate system the 
message instead of the station is taken as the basic unit in making the rate. There 
is a minimum cliarge for which the subscriber may send a stated number of messages, 
with aciditional charges for additional messages, the amount per message decreasing 
as the number of messages increases. The rates in New York range from $24 per 
year up for exchange services. There are also rates for supplemental stations, some 
of them being as low as $8. In Manhattan the rate is $00 a year for 600 messages. 
Additional messages are charged at from 6 centedown to 3 cents each, being arranged 
so that the traffic-carrying capacity of a subscriber’s line in New York practically 
limits the totil rate which he might pay in most cases to $240 a year. In Harlem 
there is a rate by which the subscriber pays 5 cents for a Harlem message and 10 
cents to any other part of Manhattan or trie Bronx, guaranteeing the company $3.25 
a month, or $35 a year, from the combined business. The message-mte plan has been 
worked out also in a way adapted to business concerns. A small switch board is 
located on the subscriber’s premises, and in the various parts of his building, where 
he may desire them, telephones are located. The rate is $12 a year for each. A 
trunk line runs to the nearest central office, which is paid for at the rate of $30 a 
year. The subscriber guarantees 3,000 messages a year, and may send all the mes- 
sages he pleases for 3 cents each. This system has proved very ])opular. At present 
the New York company is operating more than 1,200 such private exidianges. In 
hotels the rates for stations in connection with a private brancli exchange are from $8 
to $12 j)er year per station. The average annual rate actually paid by all subscribers 
in the city of New York under tlie message-rate system was on the first of the year 
1900 $87.62, At present, June 15, 1901, it is about $85. This includes all stations, 
even the $240 flat-rate stations. At the pay stations the rate is 10 cents per message 
to any part of Manhattan, 8 cents of which goes to the company. The rapid devel- 
opment of telephone business in New York City shows that the rates and service are 
generally satisfactory to the public, and there is no demand for a revision or reduction 
of rates. (780,781,782.) 

5. Telephone franks.— Mt. Brthkli. testifies that the State of New' York in adopting 
its new constitution provided that the giving of franks to public officials should be 
prohibited, and since the adoption of that constitution no frank has ever been issued 
to any official for telephoning. The constitution would interfere with the Bell Tele- 
phone Company giving free st'rvice to any official or politician of the State, and would 
prevent any discrimination in favor of any person. The city of New York itself has 
to pay for its telephones. There may be a little courtesy occasionally shown the 
pidice and fire department, but siieaking generally the service has to be paid for at 
the same rates. (810, 812.) 

€. Comparison of American and European teleptioiie rate^ and 
condltiona— 1. GenernUy.—Tha statements of Professor Parsons as to local tele- 
phone rates have already Ixjcn referred to. For the long-distance telephone, con- 
tinues this witness, the rates in this country are very much higher than they were 
in Europe. As an instance, the rate from Philadelphia to Washington is $1.25 for 
5 minutes. In England the rate for the same distance would be 48 cents and in 
France 30 cents. 

'‘They have a distance rate in France of 10 cents for 62 miles and in England 6 cents 
j3 pence) for the first 20 miles— any towns within 20 miles— and 12 cents (or 6 pence) 
lor towns wdthin 40 miles, and 12 cents for each 40 miles afterwards. New York is 
228 miles from here (Washington) and the chaise is $2. In England it would be 72 
cents and in France 40. Boston is 417 miles away; * * * the telephone rate is 
$4. In England it would be $1.30 and in France 70 cents. Chicago, 716 miles; the 
rate is $4.26, England $2.16, France $1.20. Richmond is 116 miles away; our rate is 
75 cents, England 36 cents, France 20 cents. New Orleans is 1,116 miles; our rate is 
$6.35, England $3.16, France $1.90. * * * The English distance tariff is from 
one-half to one-third of ours and the French from one-third to one-sixth of ours.” 

The services of the telephone in other countries where the system is public is far 
superior in its coordination with the post-office and telegraph to what it is in this 
country. In some countries letters and telegraph messages can be telephoned. 
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Mr. Hall, of the American Telegraph and Telei)hone Company, says that the 
development of the telephone industry in America is greater than that in Europe. 
The charges for sei^ice are higher here than in Europe, but there are so many different 
(•(mditions that it is almost impossible to make a fair comparison. The greatest single 
factor in the problem is the low cost of labor in Europe. Charges for long-disUince 
.service in Germany, if one desires prompt service, are sometimes as much as three 
times the regular rate. In Sweden double rates are charged for prompt service. In 
Holland the regular schedule is doubled between noon and 4 j). in. The trunk lines 
{irovided in P]uro|)e are very limited, and one does not know when he will he served 
unle.ss he offers in advance to pay two or three times the regular rate. In England a 
customer is absolutely limited to a three-minute talk, no matter how much lie 
desires to use the instrument longer. (818-819.) 

Summing up the results of his comparison of the American and European .systems 
of telephones (see below), Mr. Ecthell said the cheapest and poorest conditions are 
obtained through Government and municipal ownership; the next best conditions 
under private ownership with Government control, and the best conditions are 
obtained where there is unrestricted private ownership. There are 20 American and 
44 European cities with 200,000 or more population. In the American group there 
are 21 telephones per 1,000 population; in the European 13 telejihones per 1,000 pop- 
ulation. Among cities of 1,000,000 or more. New York stands at the top, with twice 
as many telephones per capita as any other city in its class except Berlin, which has 
been favored by the Government in the matter of rates. Of the cities of 500,000 to 
1,000,000 Boston is at the top, with twice as many as any Eurojiean city except Ham- 
burg, and almost twice as many as that. Of the cities that run from 200,000 to 500,000 
St()(‘kholm is at the top, with San Francisco a close second. The European small 
towns have shown a most insignificant develoimient and the American small towns 
a great development. “The English and American maxim is that whatever can be 
done Avithout Government should be thus done. The continental principle is that 
whatever can lie done by Government should be done.” (807. ) 

Professor Paiisons, in a supplementary affidavit, says that the comparison made liy 
J\lr. Bethell ^ to the telephone developments of the various cities and countries is 
entirely unfair, because he selects carefully American cities where service is most 
highly developed. The fact that New York City has 28 telephones per 1,000 people 
while Paris has 13 per thousand proves nothing as to public ownershij), because then‘ 
is even a greater difference in favor of New York in respect to transit and other intt'r- 
ests which are private in both cities. Moreover, in Mr. Bethell’s compari.'^on the 
heart of New York is selected for comiiarison with all Paris, in.stead of taking the 
whole city of Greater New York. A fairer comparison would be between London’s 
7 telephones per 1,000 people, under private ownership, and the 13 jier 1,000 in the 
public system of Paris, for general conditions are more similar in ]x)ndon and Paris 
than in New York and Paris. The low development in Warsaw and Moscow and 
other similar places in Europe are the principal factors in pulling down the average 
of the European cities dealt with by Mr. Bethell. 

In Greater New' York there are 20 telephones per thousand people; Brooklyn, 11 
per thousand; Philadelidiia, 16 per thousand; St. Ixniis, 17 per thousand; Washing- 
ton, 14 per thousand. These are all under private management. Berlin, with ])ul)- 
lic ow'nership, has 26 per thousand, 

criticises esnecially Mr. Bethell’s comparison of Larchmont’s (N. Y. ) 
1/0 tolephonesperthousand with Trondhjem’s (Sweden) 38 per thousand. Earchmont 
IS a guilt-edged residence town filled with wealthy New Yorkers, while Trondhjem i.s 
^ 30,000 j)eople of various classes. A fairer comparison would be 

with Chester, Pa., with 34,000 population and only 6 telephones per thousand; or 
Laindeii, with 10 telephones per thousand; Trenton, witli 19 per thousand; Wilming- 
ton, Del. , with 1 4 i>er thousand. Mr. Bethell’s statements in reference to the telephone 
system of Stockholm are misleading. In that city the impulse for development 
came from t)ie Government and not from the company, as Mr. Bethell indicates. 

Ihe truest comparison is between public and private ownership in the same place. 

1 ho true test of telephone development is not the number of telephones in a few of 
toe most progressive cities, but the average development througnout the country, 
ihe vamtions between 6 telephones per 1,000 in Chester, and 7 in London, and 62 
Earchmont, all under private ownership, are much 
gr^ier man the difference between the public group and the private group. A 
WDie of comparisons of the principal cities of the United States and Europe is sub- 
" Tif n ^**^*^’ affidavit in favor of his argument. ( 883, 884. ) 

that in comparing New York conditions with European Condi- 
8, consideration must be given as to whether the service is self-sustaining and also 
as W) wages, purchasing power, conditions of living, and other matters of that kind. 
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There is no common factor between the New York and European conditions to make 
the comparison simple. The proper method of fixing rates is that the amount to be 
paid by the telephone subscriW in a large city should be more than that to be paid 
by the subscriber in a small town. This is the almost universal practice by private 
companies and governments, except Switzerland and Sweden. The comparisons 
given below are bastHl on public documents or on personal observation. (785, 787. ) 

In the report of the president of the American Telegraph and Telephone Com- 
pany there is a companson of telephone development in the United States with 
the countries of Europe, which shows that the German Plmpire, with 229,891 sta- 
tions, comes next to the United States in telephone development. Then follows, 
in the order named. Great Britain, Sweden, France, Switzerland, Austria, Russia, 
and Norway. The United States, with 800,000 stations, has a greater development 
than all the countries of continental Europe combined. (822. ) 

2. TdeplumcH m (>mtt Rr /fain.— Professor Bemis stated that in England he had 
found the municipal operation of telephones extending very rapidly. In Ghusgow 
and London municipal operation is soon to begin and the charges will be scarcely 
more than one-lialf those of the private companies. The National Government owns 
till! trunk lines in England connecting the various cities, while the mimicipaiities 
will construct plants for their districts. Much confidence is ex})ressed by the people 
in the result. In Norway and Sweden, and some portions of Germany, where there 
is public management of the telephones, the result had been entirely satisfactory. 
(1004.) 

Mr. Bethkll testified that in Great Britain the telephone was held by the courts 
to go under the telegraph act of 1869, which made the telegraph a Government monop- 
oly. Under this decision the postmaster-general had an exclusive right to provide 
the telephones, but being unwilling or unprepared to do so, he granted licenses to 
various private companies, limiting the operation of each to a specified area, and pro- 
viding for the payment of a royalty to the Government of 10 per cent of the gnws 
receipts. All these licenses were made to expire in 1911. The restrictions to speci- 
fied area prevented interurban irornmunication and proved most unsatisfactory, and 
in 1894 otlier licenses, which removed the restrictions and limitations as to the area 
in which the licensed company could operate, were granted. As a result, trunk lines 
were very rapidly built between the several telephone centers and the long-distani!e 
business grew up. For a time the post-office endeavored to establish a competing 
system, but met with no success, notwithstanding the fact that it was taking 10 per 
cent out of the earnings of the private company as a royalty. The Government com- 
peting exchanges have entirelv disappeared-, with the exception of those at Newcastle 
and Leicester. In 1898 the National Telephone Company wius formed and it now 
operates all over Great Britain. The rates have been reduced practically to one- 
half of what they formerly were. The concentration under private management has 
produced better results than under Government management. The reduction in 
rates is accounted for by the fact that there were economies through concentrated 
management and uniformity of methods which could not be practiced before. In 
London and Glasgow the local authorities |)er8i8tently refused to jiermit the substitu- 
tion of underground for overhead wires, and the company is unable therefore to 
render efficient and satisfactory service. In 1899 the English Parliament voted the 
necessary funds to enable the Government to begin competition in London and 
empowered the postmaster-general to grant licenses to municipalities to construct 
ami operate their own systems. It was stipulated in the law that whenever the 
postmaster-general licen.sed a municipal competitor the National company's license 
should be extended for a like time. The post-office is now constructing its plants 
and will probably begin rendering service in London before the end of the year 1901. 
Glasgow has already opened an exchange, but the movement has not yet proceeded 
far enough to produce any results. The dissatisfaction in respect to rates and the 
lack of service were the moving causes on the part of the British Parliament in enact- 
ing this law. Mr. Bethell quotes numerous authorities to the effect that the service 
in England was not so efficient as in the United States; but says that the develop- 
ment in Great Britain was far in excess of that attained on the Continent under 
Government ownership. On January 1, 1901, London had 41,111 telephones, or 7 
per 1,000 population. New York at the same time had 26 telephones per 1,000. 
Among large cities in Europe, London’s development is exceed^ only by that of 
Berlin. 

The rates in England, generally speaking, are flat, but a committee of Parliament 
in 1895 reported in favor of the messa^-rate system. The London rates for direct- 
line business service is $100, the residence rates $60, with discounts for long term 
contracts. The National company has a very large fimd which it carries forward 
from time to time, as rentals are paid in advance. Its annual statement at the close of 
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1900 showed $3,840,000 carried forward in that year. The average rate in London 
approximates $72. Inasmuch as there is a great difference in wages, the witness 
thinks the New York rate is in reality lower than the Ix)ndon rate. The wages of 
the company’s operators in London vary from 5a. to 178. per w'eek. Lady superin- 
tendents receive about 2 guineas per week and wire-men Os. a day. The other pay 
pt'r week for the operators in Glasgow is Os. 4d. New York wages average double 
those in London. 

Mr. Bethell says further, that private companies operating telephones in Great 
Britain lia\e been constantly hampered by the Government, so that any deficiency 
in tlie service or any unduly high charges are chiefly to be attributed to this policy. 
The witness quotes from a writer in the London Times, from a speech of Mr. Arthur 
(Miamherlin, as well as from articles by 2 English tele})hone experts, all to tlie 
(‘I'h'ct that the Government had im}>eded the private companies in many ways. The 
(ioMTiiment royalty ujion the use of the telejdione is c(»nHidered unjust by some of 
these Knglish authorities. They as.sert further that the British have had to borrow 
their inventions and improvements in telephones from the United States. Obstruc- 
tion has lieen due not only to the action of Parliament and of the central executive 
autliorities, but also to action of municipal governments. An officer of the National 
Telephone (lomi)any is quoted as saying that the history of the telephone branch of 
electrical engineering has been one long fight by the company to l)e allowed to serve 
tlu‘ [)uhlic properly. (797-803.) 

3. Tt’kphme coiuUiiom in (iermany — Mr. Bkthell testifies that in Germany patents 
were never allowed for a telephone, and the Government had monopolized the busi- 
ness fn mi the lieginning. It is now ojieraU-d as a part of the postal -telegraph system. 
Tfiere has beim a very large development in Germany, esiiecially in largo cities which 
have been favored by the German rate policy. Until recently there were uniform 
rates throughout the Empire. There are 720 telephone centc'rs in Germany, and 
Berlin alone has 25 per cent of the total stations. At the beginning of this year 1901 
Berlin had 47,580 telephones. Up to 1899 the service was rendered only from 7 in 
the morning until 10 in the evening. Since that time a night service has been 
installed, but there are extra charges for night calls. The lines are largely single 
w in's and a very large percentage of them are still over head. In Berlin the sub- 
scriber has to do a great deal of his own operating; that is to say, he calls the nearest 
central office and must work his own way from that office to the next, and so on. 
Gil the whoh', the Berlin service is not to be compared with the New York service, 
but it is apjiarently satisfactory to the Berlin public. 

Tho uniform rate in Germany prior to April 1, 1900, was $37.50. At that time 
flat lutes, varying from $10 to $45, and minimum message ratos from $20 to $30, were 
put into force, the rates now iliffering with the size of the town. Since that time 
the dcvi'lopment in the smaller towns has been more rapid. The administration 
mp\ limes rejiorted to the German Parliament that the Berlin system did not pay, 
M'itli the result that th(‘ rate in 18tf9 was increased 20 per cent— to $45. The postal 
telegraph and telephone accounts are all merged together. Wages, rents, and almost 
all other items that enter into the cost of furnishing telephone service range from 
2 to 4 times as high in New York as in Berlin. Considering the character and 
amount of service and the purchasing power of money, the rates in New York are 
lower than in Berlin. In Bavaria the telephone system is operated separately from 
tlu' im[)erial system by the telegraph department of that Kingdom. They have the 
same rates and the same policy as to rates as exist in other parts of the German 
haupire, and the general conditions are about the same. The plants and the service 
in Munich are much lietter than in Berlin. (791-793. ) 

4. Telephonic conditioini in, Austria- Humjary. — Mr. BirrnKLL says that private com- 
panies conducted the telephone in Austria until 1894 and 1895. Then the Govern- 
nient purchased the plants, and since then has run the business as a monopoly. 
NVarly all the developnicnt is to be found in the greater cities in Austria, chiefly in 
Vienna, and in Hungary, chiefly in Budapest. The Vienna plant was bought by the 
Government on a valuation fixed by experts. The Government took possession of 
It on the Ist of January, 1895, at a cost of $1,600,000. There were between 7,000 and 
8,000 stations. In November of that year the Government began the construction of 
a new plant, and has expended $1,200,000 on it up to this time. The number of sta- 
tions in Vienna is about 13,326, and in all Austria there are 31,902 telephones. 

V lenna’s population is substantially the same as that of Chicago, but Chicago has 
niore than twice as many telephones. When the private company operated the sys- 
tem, the Vienna flat rate was $40, and it has continued the same. Elsewhere in Aus- 
tria there is what is known as the installation chaige or entrance fee of $40 per kilo- 

^20 per year. The wages are low— operators receiving from $1.80 
to $3.40 per w'eek and Imemen about $5 a week. In Vienna the telephone business 
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suffered very greatly because of the fact that for 3 years the Austrian Parliament 
did not meet and no appropriations could be made for its support. 

In Hungary there is no development outside of Budapest worth speaking of. In 
this city, with a population of 7^,000, there are 5,796 telephones. With the excep- 
tion of Moscow ancl Warsaw, in Russia, Budapest has the lowest telephone develop- 
ment among cities of its size or larger. The people in Budapest are very progressive, 
the city having been practically reconstructed in recent years. Magnificent buildings 
have been erected, and the first electrical underground railroad in the world was 
constructed there. Yet the telephone plant is antiquated and the service is inferior. 
The rates are the same as in Vienna and wages are even lower than in Vienna. (791 .) 

5. Telephone coniUtUmm France. — Mr. BETirKLL states that up to 1889 the tele- 
phone industry in France was operated by a private company. Since that time it 
has been a (xovermnent monopoly. The development outside of Paris is practically 
nothing. There are more telephones in New York than in the whole of France. 
Comparing the large cities of France with cities of practically the same size in the 
United States, Mr. Bethell says that the American cities have from 4 to 5 times 
as many telephone stations as in France. There is a very large development, rela- 
tiv(‘ly, in Paris, which has 33,000 telephones to 2,536,000 people, due in a great meas- 
ure to the inferiority of other means of communication. The rates are now relatively 
low, and the system is technically far behind the times. There are few modern 
appliances, much of the old apparatus used by the company before the Government 
took hold of the company being still in service. Except possibly in Belgium, it would 
be difficult to find a less efficient service in any large European city than is found in 
Paris. The subscriber is required to buy his own instrument, and as the Government 
has approved 500 styles of instruments, from which he may select any one, it is readily 
seen that there is no such thing as uniformity of instruments in the telephone service. 
There is a ven' lax discipline among the employet^s, Ixicause they are all civil-service 
employees. The provincial conditions outside of Paris are very much worse than in 
the city. The rates in I*aris, when the system was operated by a private company, 
were $120 a year. The Government now charges the flat rate of $80 a year, busine.ss 
and residence alike. In 1902, in accordance with a law recently jiassed, the rate will 
be reduce<l to $60 a year, if the plant can be provided by that time. The French 
rates do not include the original cost of the instrument, or of a line from an under- 
ground cable, which is in the sewer. If th(; subs<Tiber is beyond the fortifications 
he must jiay for the whole cost of construction beyond that point. In a town out- 
side of Paris the fiat rates range from $30 to $60 per year. The operators in France 
get about $6 per week, and the linemen and mechanics $7.20 to $8.50 a week, with 
10 hours a day. There are no separate telephone accounts, as distinguislied from 
the post-oflice system, and it is impossible to say whether the service is .‘^elf-sustaining 
or not, but considering the low wages and other differences, the Paris rate is ahso- 
lutely higher than the New York rate. (787, 788.) 

6. Telenhone conditions in Svntzerkmd.—Mr. Bothell testifies that in 1900 there were 
38,864 telephones in use in Switzerland, Zurich, the largest city, with a population 
of 152,000, has 6,000 telephones. The Government operates the system at present. 
Rates are uniform without regard to difference in size of places. For the first year 
the subscrilxjr pays $20, for the second year $14, and after that $8 a year for the 
privilege of having a telephone. There is an additional (charge of 1 cent for every 
local message. Mileage at the rate of 4J francs per 100 meters is charged for the 
construction of the subscriber’s line for every distance beyond 2 kilometers from 
the central exchange. In the larger cities these extra installation charges amount to 
as high as $160. More and better service can be had in any of the American towns 
and cities than in the Swiss towns. The telephone plant m Switzerland is cheap, 
and grounded circuits are still in use. There has been a very small outlay for main- 
tenance. The post-office collects the accounts. Wages are low, skilled operators 
being paid $4, wiremen and chief operators in large offices $7, linemen $4.20 to $6, 
and foremen $6.50 to $8.40 per week. Wages in all other functions in Switzerland 
are very low. The telephone receipts in 1899 were $1,007,011. The expenses were 
$1,254,803, being 125 per cent of the earnings, which would result in bankruptcy if 
it were a private concern. The responsibility for the antiquated conditions in 
Switzerland can be traced to politics. The telephone has practically been a politi- 
cal plaything in Switzerland; the service has b^n starved, and the rates run down. 
(789, 790.) 

7. Telephone conditions in Belgium.— Mr. Bethell testifies that in Belgium the 
telephone industry up to 1889 or 1890 was conducted by a private company, and 
since that time it has been a Government monopoly. At the Beginning of the year 
1901 there were 14,920 telephones in the whole of Belgium, or about one-fourth of 
the number in New York City alone. In Brussels, which has a population of 660,000, 
there were 4,625 telephones; in Antwerp, population 278,000, 2,802 telephones. In 
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general, the plant installed before the company took hold of the oflSce is still in use. 
The central office equipment is completely out of date and almost worn out. Single 
wires or grounded circuits are generally in use, but work is under way for installing 
a metallic circuit. The company rates were adhered to as to the grounded circuits, 
but for metallic circuits they were raised. In Brussels and Antwerp the grounded 
circuit is $50 and the metallic circuit $70. Elsewhere in the Kingdom the minimum 
rates are $25 for ground circuit, $54 for metallic circuit. Operators get from $1.90 to 
$2.77 per week. Belgium is a cheap country with respect to labor. Telephone 
accounts are not separately kept, but it might be safe to say that the system is self- 
sustaining, because tlie rates are so high and the system is so small and the expense 
for maintenance is so little. The telephone development nowhere in Europe or 
America is as poor as in Belgium. (788, 789.) 

8. Telephone ronditiom in Sweden— Mr. Bethell .says that the Swedish Government 
has no monopoly of the telegraphs or telephones, but has the advantage of exclusive 
rights over State highways. Except in Stockholm, the telephone industry is now 
conducted exclusively by the State. The development of the telephone in Stockholm 
is the largest among cities of its class either in Europe or America, with the possible 
exception of San Francisco. On January 1 , 1901, it had 69 telephones per 1,000 pop- 
ulation. There is a public and a private system in theiaty, which have been inactive 
competition since 1890. The private cornpanv has at least two stations to the State’s 
one. Operators are paid $1.95 to $2.92 ])er week; linemen and mechanics about $6, 
and foreimm about $8.80 per week. In the entire territory in and around Stockholm 
there are 27,247 stations and 578 employees, or 1 employee for every 47 .stations, as 
against 1 employee for 1 7 stations in New York. The pnvate company and the Gov- 
ernment company have been in very bitter competition, with the result that rates 
have been placed very low. The shares of the private company are held principally 
by a H'tired manufacturer, who is .satisfied with little or no profit in order to sustain 
Ins battle with the Government. The rates are too low even for Sweden. The ))ri- 
vate telephone conifiany has obtained the right to work telephones within a system 
of 70 kiloiiK'ters nnlius from Stockholm, but may not extend operations outside of 
that circle. The Government rates in Stockholm* are much lower than in any other 
part of the country. If the telephone does not pay, the State has its own revernu's 
from other sources to fall back U|)on if necessary. There are now 7,000 or more sub- 
scribers wlio ha\e to take both telephone.'^, and the number of intercommunications 
amounted last j ear to 1,099,887. The result of this double service is quite annoying 
to the public, and causes a waste of capital and energy. Tlu' State plant is operated 
l)y the State telephone and po.st department, and has an exclusive right of way over 
State highways and on Crown property. The municipality of Stockholm has strongly 
supported lh(‘ private company and will not permit the*State to have underground 
privileges within the municipality. The State discriminates again.st the company 
over its long-distance lines by iiufiosing an extra charge on messages originating at 
the company’s stations, and thus forces a number of people to take its .service merely 
to avoid the.'^e charges. This accounts for the many duplications in .service. Many 
quotations from writers of eminence and others are cited by Mr. Bethell to support 
his statement. (80.8-807.) 

Telephone conddions in Holland.— Mr. Bethell te.^itifies that a private company 
conducted the telephone indu.stry in the cities of Amsterdam and Rotterdam until 
18, )6, when jhe cities obtained franchises from the State for 25 years. Thecompaiiy’s 
rate was $47.20. The municipal rate is $86 yearly at residences and business iilaces 
ana $46 for hotels, re.stauraiits, and places a(rce8.sible to the public, plus in each (use 
an installation charge of $10. Under its franchise the company had been reipiired 
‘-ent of its gro.'is receipts. In 1894 tbiiH tax amounteil to 
*90 non trea.Mury receiveil from the telephone industry only 

$.-0,000. The slight increase m receipts w'as more than an offset for the increase in the 
community’s general expense due to the teleiihone operations. Whatever reduction 
in charges was made benefited the subscribers at the exiamse of the general tax- 
pa>er. At The Hague the telephone is conducted by private enterprise at a rate of 
$^4 a year. In Amsterdam the service is better now than under the company’s 
aumuiistration, but it is not so much that the present service is especially good as that 
le lormer was inferior. The service now is not so good as that rendered in private 
H ^‘^‘andinavia or the United States. It is entirely inadequate for so large 

te is ' operators in Amsterdam receive from $2 to $4 per week, linemen $6.40 
vporu hours per day. The plant was developed 50 per cent in the 3 

of th the taking of it by the Government, but compared with that in cities 

this country or Europe w here private companies operate, the 
finl was insignificant. There are 4,462 telephones, 8.7 per 1,000 popula- 

I ‘f w’ " Iiopiilation substantially the same, has 42.3 per 1,000 popula- 
, while Manchester, England, lias 19.6 and Liverpool 20.1 per 1,000 population. 
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The development of the service in the suburbs of Amsterdam is practically nothing, 
because the rates are so high in such territory as to deter anyone from using it. 
Rotterdam and Amsterdam lie very close together and their interests are closely 
uni^, yet each municipality is proceeding in different ways, different styles of 
eouipment pd engineering methods, and different rates being offered to the public. 
The traffic is light because there are so few places where the subscriber can reach. 
The cost per station in Amsterdam, including working expenses, interest, and depre- 
ciation, was less than the New York company’s outlay per station for labor alone in 
the year. At Rotterdam the rates range from $26.40 to $38.40 per year, plus an 
installation charge of $30. In 1896 there were 100 telephones and at the first of the 
year 1901 3,089, or about 10 telephones per 1,000, a little better development than 
that of Amsterdam. (793-797. ) 

10. Telephone condiiions in Copenhagen.— Mr. Betiiell testified that the telephones in 
Copenhagen’s suburbs are operated by a private company, and the system is one of 
the best in Europe. It has 15,311 telepnones, or 49 per thousand. The residence 
rate is $27, and business rates from $32.40 to $48.60 per year; message rates, $13 per 
year up. Skilled operators are paid from $2 to a little over $3 per week; linemen 
about $5.70 per week. The overhead wire plant is used, but is now being gradually 
changed to the metallic circuit underground. The (Central office plant is somewhat 
out of date, but plans for a new building and new wiuipments are now under way. 
Considering the relative purchasing power of money, the rates in Copenhagen are rel- 
atively as high as those in American cities. (803. ) 

D. Labor conclitloni.— Mr. Bcthell testifies that the New York Telephone 
Company has 3,615 employees in New York City, and the pay roll, exclusi ve of officers' 
salaries, is more than $40,000 a week. Very lilieral wages are iiaid. The hours are 
reasonable, and the conditions which surround the employees are the best that any 
telephone operators in the world enjoy. The employees are of a high character. 
The company has gone to a very large expense in providing rooms for the comfort of 
the operator when they are off duty, and dining rooms where the company fur- 
nishes tea, coffee, and milk free of charge. The average wages of all employees are 
about $12 a week and are from 50 to 150 percent higher than the London wage.s. 
The trained female operator in New York is paid from $8 to $12 jut week. When a 
girl is first employed she serves a period of apprenticeship, and is paid about $3 a 
week. As soon as she is able to go to work she is a<lvanced. Linemen, wiremen, 
and inspe(!tors and mechanics are paid from $12 to $21 a week. Foremen are paiil 
from $18 to $25 per week. The hours of labor for men are 8 hours a day in New 
York. The girls at the switch boards have various shifts. An operator who works 
on Sunday has a day of rest with pay in lieu of Sunday. There is extra pay for Sun- 
day and overtime, the rate being time and a half or double time. There is a night 
force and a day force, and the arrangements are such that the operators going on 
early in the morning go off early in the afternoon, and those going on later in the 
morning remain later in the afternoon. They have an hour at noon, and there are 
2 rest periods, 1 in the morning and 1 at night. The actual employment is from 8 to 
8i hours ]^r day. The telephone traffic is very light during the night and up until 
about 10 in the morning. From that time until 12 it increases very rapi(lly. It 
slacks again during the lunch hour, and in the afternoon at 2 or 3 o’clock it goes up 
to a very high pitch, and off again toward evening. More operators are on duty dur- 
ing the Dusy hours than during the slack hours. 

The company has never had a strike or labor trouble of any sort. It endeavors to 
anticipate the nemands that may reasonably be made of it and never has any griev- 
ance presented from any body or employees. No one employed by the company can 
be dismissed except for cause, and then only with the approval of the officer of the 
company. The effect of the work upon the girls is not deleterious. There are very 
few resignations, except when a girl gets married or gets a better position. The 
private branch exchange systems which have been created in New York have made 
a great <lraft upon the skilled mierators of the company, and the wage.s paid there 
are higher than in the central office. An inspector oi the New York boardof health 
reported officially that he found all the conditions under which the operators worked 
most excellent, and that he found no ill health among any of the operators. (783, 
78L 785.) 

For further comparisons as to labor conditions see under Section C. 

Professor Parsons in an affidavit criticises the statement of Mr. Bethell with 
respect to the wages of the telephone girls. He is informed on high authority that 
in the smaller cities of this country the telephone girl receives only $10 or $12 a 
month, $16 being considered good pay. The comparison made by Mr. Bethell of the 
wa^s of the telephone employees in New York City with the wages of the employees 
in foreign cities was very unfair, because New York is recognized as the high- wage 
center of the country . ( 883. ) 
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XV. MUNICIPAL PUBLIC UTILITIES. 

A. General dIscuMion of regulation and public ownership.— 

I. Importance of pro6/«n.— Professor Edward W. Bemis, of the Bureau of Economic 
Kesciircli, says that the problem of municipal public utilities is made important by 
the fact that competition has broken down under them and that they are virtually 
monopolies. The same problems are already confronting us in cities as will later 
l)e<Y)me conspicuous regarding railroads, and the exwience in the management of 
public utilities in cities will be a valuable lesson. The magnitude of the problem 
may be judged from the fact that the capital of the privately owned water, gas, and 
electric plants in the country is nearly $1,400,000,000, while the capital of street rail- 
ways is $1,800,000,000. The further fact that certain syndicates and individuals are 
getting controlling interests in the street railway, gas, and electric-light companies of 
very many different cities increases the importanc’e of the problem. (80-87.) 

2. Temiennj of public utilities toward monopoly . — Professor Bemis declares that com- 
petition in the street railways, electric light, and water supply business has almost 
entirely broken down. Efforts have l)een made in the most important inties in thi.s 
country to maintain comyK'ting companies, but in nearly every instance the experi- 
ment has ende<i in consolidation. The tendency toward consolidation has been 
slightly less marked in the case of electric-light companies, but consolidation has 
still gone on very rapidly, and in most cities street lighting and household lighting 
are furnished by a single corporation, although large establishments are often able to 
supply themselves bv means of private plants. 

Consolidation of plants of this sort results in great economies. There is a saving in 
office force, in avoiding the duplication of mains, pipes, and wires, in the collection 
of bills, and in other ways. (87,100.) 

3. Cousoluhition of plants of same or similar character . — Professor Bemis says that in 
recent years there has been a marked tendency toward the concentration of owner- 
ship of'plants ill different cities and of plants of different cnaracter in the same city. 
Tims in New York City the Consolidated Cas Company increased its stock in July, 
1000, to $80,0(X),000, and bought up the other gas and electric light companies of that 
city. The same syndicate has also a controlling interest in the street surface railways 
of New York, although the elevated roads are in the hands of a different syndicate. 
The Elkins-Wi<lener-Whitney syndicate also controls the street railways of Philailel- 
phia, Chicago, and a rapidly increasing number of othercities. Similarly, the LTnitcd 
Cas Improvement Company of Philadelphia has a controlling interest in the gas 
companies of over 40 different cities, among them Jersey City, Kansas City, and 
Atlanta. The officers of the Stiindard Oil Company have also a very large interest in 
gas and strei't railway enterprises all over the country. In Chicago the surface rail- 
roads pid so\ (‘ralof the elevated railroads have been at times in the past, and doubt- 
less will be in the future, owned by a single syndicate. (87, llX). ) 

Mr. Allen Ripley Foote advocates the consolidation of the gas and electric-light 
plants of a municipality, and also the consolidation of the electric street railways with 
the electric-light plants. It would make a saving in the cost of the management and 
would ch^pen the cost to the consumer. 

In dealing with a consolidated syndicate, however, there should be thorough con- 
trol of capitalization to prevent stock watering, and thoroufjh publicity of accounts. 
Without sufh system of public accounting consolidation might not be beneficial to 
anybody but the syndicates themselves. (116, 117.) 

4. Possible methods of managing public tth7fhV«.— Professor Bemis says that there are 
three niethods of solving the problemof municipal public utilities. One is to regulate 
the private operation of them ; another is direct public ownership and operation, while 
a third is public ownership with private operation. Regulation of private ownership 
has been most advanced m England and Massachusetts; public ownership has gone 
furthest m England, while the system of public ownership and private operation 
sc^arcely exisbi m the United States, but is very common in England. (91. ) 

5. (Comparison of public and private ownership of municipal utilities , — Professor Bemis 
decides that there are certain evils and dangers in public management to be carefully 
guarded against, but he still believes that progress lies in the direction of public man- 
agement of municipal utilities. Private companies in England do not oppose the 
public as they do here. Since the Brooklyn Bridge Railway has been taken over by 
pnyate management there is a great deal more dissatisfaction than ever before, while 
under public management for many years it had given universal satisfaction. ( 102. ) 

rrotessor Bemis holds that the principle of municipal ownership of gas, electric 
ignta, and street railways is the same as that in respect of water supply, which is 
generally considered a public function, but that it is more a (pjestion of expediency 
as to now fast we should go in relation to those utilities. He does not believe all 
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industries should be owned and controlled by the people, but where competition 
breaks down of its own weight and monopoly thus results, then the public must con- 
trol it in some way. We should begin by learning through publicity of accounts 
what profits these monopolies are making and by seeing what can be done through 
regulation and taxation; but experiments in municipal operation should be at once 
undertaken and the causes of success or failure carefully studied. (97, 99. ) 

Mr. Footk thinks that in a sense the socialistic idea is the basis of or the initial 
point in the advocacy of municipal ownership. The people feel that the public 
should have tlie benefits and profits, if there are any, in the operation of the quasi- 
public plants, and that private corporations have been making excessive profits and 
nave exercise<l more or less venality, not only in the securing of their franchises, 
but also in the operation of the plants. (113, 116.) 

Mr. Foote asserts that it is impossible to compare the results of a municipal or 
political monopoly with those of the properly supervised private industrial monopoly. 
When the waterworks are under private ownership everything has to be paid for by 
private capital in the way of extending lines ana making improvements, etc., and 
the rates have to be 8uffl(Ment to pay all operating expenses and whatever profit is 
made. If the municipalities should buy these works, they would frequently reduce 
the price to the consumer, but would make up the difference by taxation. They 
would especially extend the service lines and charge the cost to special improvement 
assessments on property rather than to consumers. The city does not have to earn 
profits. 

As to whether there is any advantage in municipal ownership, assuming honesty 
of operation in both awes and the same elements of cost, etc., there are not sufiicient 
data at hand to reach a conclusion, and they can not be obtained without having 
the accounts of the municipalities and quasi-public corporations public and uniform. 
The witness, however, does not think the business of the municipalities of the coun- 
try is yet sufficiently developed to permit the satisfactory operation of their public 
utilities by the taxpayers. As yet it always costs more to do public business than to 
do private business of the same nature. (111,113.) 

Mr. Foote says further that if it were possible to get men sufficiently patriotic to 
work for the people as a whole as loyally as they would in their own business, munic- 
ipal ownership would be very desirable; but such a condition does not exist, and 
when the factor of self-interest is eliminated from industrial management there is 
eliminated at the same time the factor of efficiency. The witne.'-s has never yet seen 
an industry so well manned by the public but that a set of private men, having the 
same opportunities in the details of the management, could operate it and make a 
profit, and give the price as low, if not lower. (117. ) 

Mr. Foote believes, however, that there are more reasons why waterworks should 
1x3 managed by municipalities than any of the other public utilities, bec.ause there 
are more regulations required in the operation of tnese plants that partake of 
the nature of police regulations. He sees no reason, indeed, why a small munici- 
pality might not operate its own waterworks plant more economically than a private 
company, because in a small plant the duties of the officials of the private company 
would be so light that to pay any sort of salary to them the cost of oiieration would 
be high; whereas, if the plant were operated by a municipality, the work could be 
performed by officials of the municipality who had other municipal duties to do. 
(119-121.) 

Mr. Foote says that if the theory of municipal ownership should be adopted he 
would recommend the management by the municipality of every public utility 
where an economic gain could be made to the public; but that he would still insist 
that the accounts of the municipalities should be kept in such a way that it could 
always be ascertained what the actual coat of construction and of the management of 
the plant would })e. He instances several cases of municipalities owning and operat- 
ing certain utilities in which the accounts were so kept that while oir the face of the 
records there seemed to be great economy in such operation, yet as a matter of 
fact they had been operating less cheaply than a private corporation could have 
done. (115.) 

6. Politiml effects of extension ofpuhlic ownership . — Professor Bemis asserts that when- 
ever there has been a failure of any municipal public-service plant, such failure can 
be traced generally to the spoils system in politics or to a lack of general business 
sense in the council, which has led to the selection of poor managers, or to the plant 
not being properly equipped. A proper reform in the civil service would show the 
people that they could improve the government, and have it practically useful in a 
cooperative way, by cheapening transportation, fuel, light, telephone, and telegraph 
service. Moreover, an increase in public functions increases the popular interest in 
having the government better managed. (99. ) 
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Profesflor Bemis thinks the efforts of the influential and wealthy companies to 
keep their own old franchises, or get better ohes, or to escape their share of taxation, 
are a potent source of municipal corruption. A very intelligent employee of a cer- 
tain gas company informed him that all the employees in that company had to be 
recommended to their places by the political boss of their precinctj and had to keep 
up their membership in the political organization in order to retam their positions. 
When the Philadelpliia Gas Works were still under public management, they were 
buying 40 per cent of their gas from a private company, and they always took their 
employees at the recommendation of the Philadelphia aldermen, and did not keep 
them longer than they could help. Their motto was: “The more different people 
we can hire in a given month the morealdennen we can please the more times.” 
It would l)e easier to convince the people of the need of civil-service reform and 
hu.sinesH efficiency than it would be to get rid of the demoralization connected with 
this relation of private companies to legislative and administrative bodies. (102.) 

Civil mTvicc in municipal affairs. — Mr. Foote advocates a rigid civil-service reform 
in municipal affairs in case municipalities should take over to themselves the opera- 
tion of their public utilities. He believes that the employees engaged in operating 
utilities should l^e retained for life, during goo<l behavior. The witness declares that 
he is somewhat different from the average civil-service reformer in that he does not 
believe it is of any interest to the public how a man gets his position, but that it does 
interest the public what he does after he gets it. Therefore })rinuiry aj)pointments 
should be made in any way that would seem best — not necessarily by examinations— 
but there should be a probationary period of six months before the employee goes 
upon the regular roll. Promotions should be made from the low(‘r to the higher 
grades from those in the service, and not from the outside, thus creating a stimulus 
for efficient work. (118, 119.) 

7. J*ropoml legidation in Ohio.— Mr. Foote states that in the State of Ohio the 
municipal code commission has been studying the (juestion for two years, and tinally 
brought in a bill at the 1900 session of the legislature permitting every municipality 
in the State to own and oi)erate its own water-works, gas works, street railways, 
telephone system, garbage plant, or any other utility, lie criticises this bill because 
the public has not safeguarded the grant of power sufficiently. Under this bill 
the electors might vote bonds to accjuire the properties, to operate them by the 
municipal government, and if there was any deticiency of revenue as the result of 
their op(‘ration, that deficiency should be entered into the tax list. He as-serts that 
it w ould be a very easy matter under such a system to have innumemble delichm- 
cies i)iling up. Thus, in the case of street railways the municipality would be author- 
ized to reduce the fare to a very low figure, and create a deficiency; and thus the 
geiu'ral j)ublic would be made to pay for the operation of the road, whereas the cor- 
n’d pi'iiiciple should bo that those who use the roads should pay for such use. 
(119) 

8. Il(// perpetual franchises interfere mth municipal mwicrs/np.^— Professor Bemis 
believes that when the public is ready to treat the companies having what is known 
as per])etual franchises as they treat each other it would be a very easy matter to find 
many legal ways to get rid of those franchises without interfering with the rights of 
private i)r(tperty. There are certain reserved rights possessed by the people which 
the courts would recognize. Legislatures (‘ould regulate the charges and could tax 
monopedistic earnings by special forms of taxation. The witness refers to the 
famous pel petual franchise granted to Robert Fulton and his associates to operate 
steamboats on the Hudson River, which w'as declared unconstitutional by the 
Supreme Court of the United States, (99.) 

9. The relation of municipal ownership to labor conditions. — Professor Bemis says that 
the tendency of public employment is to improve labor conditions. The hours of 
labor are usually reduced. The municipalities in England attempt to pay the stand- 
ard trade-union rate of w^es. Tramways when operateil by private companies 
had rf'fused to recognize unions and had worked their men very long hours; out as 
soon as the municipalities took hold of the plants, union wages and hours, etc., were 
introduced. (95.) 

B. Experience xvitli municipal ownerililp In the United State§.— 

1. Krterit of municipal Professor Bemis says that there is no instance in 

the Tbiited States of public ownership of street railways except in the case of the 
railway over the Brooklyn bridge. There is a rapidly pow'ing number of electric- 
hght plan^ owned by municipalities. The capitalization of private gas plants is 
^80,346,274; of public plants, $1,918,120. Private water companies have a capital- 
ization of $270,752,468, and public plants are valued at $513,852,568. (87, 88. ) 

municipal oumership of miter plmds.—VrotesBor Bemis stat^ that it is 
ditfacult to study the water question satisfactorily, but one thing is most conspicuous, 
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that the charges are usually lower under public mana^ment, while the service is 
better. At the same time there has been a reduction of fire risks. There is a grow- 
ing desire to increase the number of municipal waterworks. The city of New 
Oneans is the only instance in the history of the country of the waterworks’ plant 
of any large city, orimnally started in public hands, going back to private owner- 
ship, while in a list of over 50 of the largest cities there are 20 instances of a change 
from private to jiublic management. Of the 78 cities in the United States having a 
population in 1900 of over 50,000 only 19 have private ownership of waterworks, the 
most important being Han Francisco, Omaha, Los Angeles, and Memphis. 

The witness further states that he has known a great many waterworks’ engineers 
who were very proud of the fact that they were connected with the niiblic enter- 
prise, and tliat the sentiment is almost overw’helming that water should be owned 
and managiHl by the community. (97.) 

Professor Parsons asserts that, according to Baker’s Manual of American Water 
Works, charges of private water companies in the United Htates average 18 per cent 
alx)ve those of public waterworks. (146. ) 

8. Municipal omership of electric-light plants . — Professor Bemis says that there is a 
ra{)id increase in the extent of municipal ownemhip of electric-light plants in the 
U nited Htates. At nresent the capitalization of privately owned [)lants is $265, 1 8 1 ,920, 
and the cost of publicly owned plants is $12,902,677, but the i)rivate plants are largely 
overcapitalized and their cost of construction is not so much greater than that of the 
publicly owned plants as these figures would indicate. The acquisition of plants 
would be more rapid were it not that many legislatures, under the influence of corpo- 
rations, either refuse to allow cities to operate plants or forbid them to 8(41 light to 
private consumers, restricting them to furnishing public light. In other cases the 
terms under which private plants may be a(‘(}uired are regulated in such a manner as 
to make acquisition expensivi*. Thus, in Massachusetts tlie law requires that munici- 
palities desiring to operate electric-light plants must first offer to buy out existing 
plants at a price to bo determined by referees. The law im])lies that while referees 
shall not take account of the probable increase in earning power in the future, they 
are to base their valuation on existing earning power, which is often excessive because 
of monopoly prices. Heveral cities complain that they have paid very high jirices— 
much more than the original cost — for plants which were worth practically nothing. 
There is a growing sentiment in this State in favor of more liberal provisions regarding 
the construction and acciuisition of electric-light plants. (88, 92, 98.) 

Professor Parsons introduces the following table as showing the cost of electric 
lighting in a number of cities which have changed from private to pulflic ownership. 

Column 2 is made up of the operating cost plus 5 per (*ent on the investment for 
insurance, taxes, and depreciation, and 4 per cent for interest, except where the 
actual interest is known. 


Cost of electric light before ami after public oumership. 



1. 

2. 

3. 

city. 

BKFORB. 

Price paid 
private com- 
pany per 
street arc 
just before 
public opera- 
tion began. 

AFTKB. 

Cost per arc, 
Incmding 
operating 
expenses, 
taxes. Insur- 
ance, depre- 
ciation, and 
interest. 

Cost under com- 
plete public own- 
ership, exclud- 
ing interest, 
there being no 
interest when 
the people own 
the plant free 
of debt. 

Aurora, 111 

Elgin, ill 

$326 

228 

$72 

65 

$61 

56 

Fairfield, Iowa 

375 

96 

80 

Marahalltown, Iowa 

126 

40 

SO 

Bay City, Mien i 

100 

67 

58 

Detroit, Mich 

132 

83 

68 

Allegheny, Pa 

180 

86 

76 

Banaor, Me 

160 

58 

48 

Lewiston, Me 

182 

58 

62 

Peabody, Moss 

186 

73 

62 




Mr. A, D. Adams, an electrical engineer of Boston, states that where gas works 
have been supplanted by electric-light plants the result has been more a question 
of quality than of price. Electricity can not compete with gas on a private basis, and 
is selected by the great majority of users because they like it Ix^tter, though more 
expensive. ( 282, 283. ) 
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4. Electric-light plants in Massachusetts.-— Mr. A. D. Adams states that for the last 
2 years he has been investigating the subject of electric lighting in Massachusetts 
for the purpose of making comparisons between municipality-operated plants and 
plants operated by private companies. In 1891 Massachusetts parsed a law allowing 
towns and cities to buy existing electric-lieht plants or to build new ones. The law 
required existing plants to be purchased oy the municipalities under certain condi- 
tions, instead of permitting construction of new plants. Three municipalities in 
Massachusetts operate gas plants in connection with their electric- light plants. The 
investigation of the witness covers 14 cities and towns which opt'rate their electric- 
light plants only. These towns ran in population from a little over 1,000 to a little 
over 27,000, and the plants have been in operation from 3 to 13 years, two of them 
having lu'eu constructed prior to the |>assage of the law of 1891. {275, 270. ) 

Mr. A. I). Adams states further that m order to compare the results attained in these 
municipal i)lants with the results in private plants it is necessary to r^luce all the 
earning.M of the munici{)al plants to a money basis. In .some of the municipalities the 
])lant in addition to furnistiing all the public light also furnishes light to private con- 
Humers. It is a difficult matter to determine the value of the public lighting fur- 
nished by cities because of the great variance in the prates paid for electric ligliting 
ill private municipalities in Massachusetts as well as elsewhere. His })lati therefore 
lias b(*en to take a number of Massachusetts towns and cities, all as nearly as possible 
of the same p()[mlatioii as those having municipal plants, and find the average price 
in those towns paid for electric-light service. For 17 such towns the average price 
paid for arc and incandescent lighting jier lamp hour is 4.7 cents for arc light and 
1.2 cents per incandescent lamp. On this basis lie finds the value of the public light- 
ing furnished in the 14 municipal plants for the year ending June 30, 1899, to be 
Ifi 1 73,429.40. The income of those towns from the sale of electric light and power for 
the same time was $83,948.;38, making the total (arnings $259,377.78. The o]>erating 
expenses were found to lie $148,493.63, leaving net earnings of $108,884.15. The 
aggregate total investment for the municipal plants in these 14 tow ns and cities was 
$891,591, making the ratio of net earnings for the total sum of money invesU'd 12.3 
tier c(‘nt. 

These statistics show, says the witness, a higher proportion of profit than in pri- 
vate plants. His comparison is made as follows: 

Tlie investments of private corporations in the electric light and power plants in 
Mas.'^achusetts, including Bosh)n and the other large cities, are as follows: Capital 
stock, $10,92t).030. 10; bonds, $.3,771,200; notes i)ayable, $1,9.3.3,215.46, or a total of 
$16,630,445.86. II nder the law of Massachusedts the stocks and Iwnds of corporations 
operating ])ul)lic utility plants can only be issued for money or its equivalent actually 
jiaul in, so that the capitalization given represents actual value. The net earning 
of these plants m 1899 were $1,699,265.96, or 10.2 per cent on the investment. This 
comparison takes in all the large cities of Massachusetts except 2 or 3 good-sized 
towiis where the electric and gas plants are owne<l by a single corporation, and con- 
.‘^ecpiently includes tho.se cities where the sale of electric light and power is huj)- 
jjosed to be more profitable than in the smaller cities where the municipal plants 
exist, because small towns and cities do not afford so profitable a field for the sale of 
electric enei^y as do the large cities. (278, 279, 281.) 

Mr. Adams states that the next basis of comparison taken by him is therefore with 
all tlie electric plants operated by private corporations in Massachusetts cities having 
less than 30,000 population, there being 43 such cities. The t<jtal amount invested in 
electric-light plants in these 43 cities is $3,797,862.56, their net earnings being 
$246,067.67. Tlie ratio of net earnings to total investment is found to be 6.4 per 
cent, as compared with 12.7 per cent for the municipal plants in the 14 cities men- 
tioned. The calculations are based entirely on the 1,200 candlejicwer for arc lights. 
Mo.st of the jilants furnish light only, while two or three of them furnish light and 
power. There is very little call for electric power in small places. (279,280. ) 

]\rr. Adams conchiaes therefore that the re.sult of his comparison of the 14 cities 
fiaving municipal control of their eleidric plants with the cities with private corpora- 
tions shows that the capital invested by the municipalities in electric plants is more 
economically investecl for the community and is earning a Ijetter return than capital 
invested through the medium of private corporations. 

The wdtness states that he found the people in Massachusetts towns very well 
satisfied with municipal ownership of electric plants. No municipal plants have 
been bought out by private corporations, but in several instances the municipal 
authorities have bought out the private corporations. The municipal plants, under 
the law, must charge a depreciation of not less than 5 per cent per year, but so far 
^ the witne^ knows there is no fixed per cent of depreciation for the private plants. 
His explanation as to why the municipal plants show a higher per cent of pront than 
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the private plants is that the municipal plants are more efficiently and carefully man- 
agea. The people in the small places where municipal plants are operated are very 
jealous of any unnecessary expenses, while the State gas and electric light commis- 
sion takes much interest in these plants, so it is not possible for them to run into 
excessive outlays or to operate at a loss. 

There are private gas works in 8 of the towns having municipal electric plants. 
The city of Taunton, which has a jiublic electric plant, has a gaslight company with 
a capital stock of $80,000. These gas plants, of course, reduce the use of electricity 
by private consumers. (281-283.) 

Mr. Adams makes another comparison on the basis of the actual prices charged by 
private companies for public lighting in Massachusetts and the actual cost of opera- 
tion in municijial plants. The figures in each case are reduced to cents per hour for 
arc lamps and incandescent lamps. The municipal figures include interest on the 
plant and depreciation at the rate of 5 per cent. The 2 tables thus prepared are as 
follows: 

Prices per hour paid for street lamps under private operation. 


Mtjuiclpallty. 


Plttsfiold 

Marlboro 

Atnowbury 

Leominster 

(Janlner 

Abinglou 

Milford 

Athol 

tireenfleld 

Andover 

FrumiiiKliam 

Wbitmun 

OraiiKO 

Westboro 

Union 

Winc’bendon 

Ainheist 

Average eoHt per hour 


Prices, 1,200 
candle- 
power arc 
lamps. 

Prices, IG to 
25 caiidlc- 
ptjwcr in- 
candescent 
lamps. 

Cents. 

Cents. 

3.G 

1.02 

3.8 

.74 

4.7 

1 80 

3.2 

.71 

1.8 

.96 

4 3 

.99 

4.0 

1.04 

5.5 

1.10 

4.4 

1.10 

5.1 

1 07 

4.(1 

1.10 

6 9 

.92 

4.G 

1.40 

1.5 

1.50 

5 8 

2.10 

5.4 

1.09 

5 9 

l.GO 

i 

1.20 


Cost per hour of operation of electric lamps bij municipal plants, including interest and 
depreciation, year ending June SO, 1899. 


Municipality. 

Incandes- 
cent lamps, 
26 to 32 
candle- 
power. 

Arc lamps, 
1.200 to 
2.000 oan- 
dlepower. 


1 

Cents. 

2.05 

Cents. 

8. 19 


.98 

3.92 

3.65 

3.21 





1.07 

Hull. ... 

4.34 


Marblehead 

.69 

2.29 

Needham 

.83 

North Attlohoro 

.88 


Ppaliody . 

.75 

2.02 

6.85 

Reading 

Taunton 


8.41 

Wellesley 

.66 

Hnd.son 

1.38 

7.88 

Mlddlebnro 

2.01 

6.83 

Wakefield 

6.10 

Westfield 

.65 

3.05 



He points out that this table sliows that in the majority of cases the cost per hour 
of lamps operated by municipalities is lower than the avera^ for the private plants, 
in some cases scarcely exceeding one-half the private rate. (277, 281. ) 
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€. Capitalization. €liar«;e(« under private and public owner- 
wllip.— 1 . Overcapitalization of private nmnidpal monopolicH.—VToiQttmr Bkmih declares 
that there is a very slijjht connection between the cost of construction and the capi- 
talization of private corporations conducting inuniciiKil nionoj)olies or utilities. 
Usually capitalization is based on earning |)ower. Often the bonds issued bv such 
corporations cover the cost of construction, while the stock, even in many cases pre- 
ferred stock, represents only the hoj)e of extra profits. Overcapitalization (leceives 
the public as to profits. Moreover, investors will pay more for two shares of stock 
l)earing 4 per cent interest, than for one share of 8 per cent sttx-k. Finally, the bank- 
ing syndicates, which are largely interesU'd in these corporations, desire large stock 
issues because the profit in floating the stock is greater for the promoters ami under- 
writers. 

It is frequently the case in the initiation of these plants that a broker is emploved 
to arrange for floating bonds, and he receives a large block Of stock as a bonus, ft is 
doubtless necessary to issue enough 8to<‘k to obtain the necessary funds, and if stock 
can not be sold at par there must lie overcapitalization; but if fewer securities were 
issued it would not be so difficult to sell them at par; indeed, witli the expectation 
of profits based on monopoly prices, sto(‘ks representing the actual value could he 
sold miK'h above par. (88, 90. ) 

Mr. Foote says that in authorizing the construction by a private company of a 
plant for quasi public service, or in authorizing any consolidation of existing mter- 
ests, he would provide that the investment account, or the “ initial account,” as he 
calls it, should l)e determined in one of three ways: 

1. Either by agreement between the municipalities and the corporations; 

2. By arbitration; or 

8. By tisserting the right of eminent domain. 

After that point had once been established, a proper system with public account- 
ing would i)ermit no addition to that investment unless it was certified to by the 
State auditor as being necessary and the money actually invested for the full ainount 
entered into the account. (117.) 

2. OvercapUalization of street railways.— Vroicmor Bemis says that in Massachusetts 
there has bc'en since 1885 a fairly effective ri'Striction on the issue of securities by street- 
railway corporations. This has prevented the issue of capital stock except for actual 
im{)rovements and extensions. We find accordingly that the average capitalization 
per mile of single track for street railways in that State was $44,883 iji 1897. In the 
rest of the country the average capitalization per mile of track was twice as great. 
In 9 States in the Mississippi Valley, ranging from Ohio and Kentucky to Minnesota 
and Missouri, where the same number of ears are openitcd j>er mile of track, the 
average capitalization of street railways was $91,500 per mile. In the Atlantic States, 
from N(^w York to Virginia, where 23 j)er cent more cars are operated per mile of 
track than in Massachusetts, the capitalization per mile of track wjis three times as 
great--$138,()00. In 1900 the capitalization of street railways in Miissachusetts was 
only $38,500 pr mile, while in the Mississippi Valley, in the States named, it was 
$91 , 360, and in the Atlantic States $153,650. ( 88-89. ) 

Professor Bemis says furthpthat the steam railroausof the country are capitalized 
at only $59,610 per mile, while street railways are capitalized at $90,000 jier mile. 
The latter do not have to pay for right of way. The net income above operating 
expenses per mile of road is more than 50 per cent greater for street railways than 
for steam railways, while the entire passenger recei])ts on street railways are half as 
great as the passenger earning of steam railways. (90-91. ) 

Mr. Foote, while not criticising the testimony of Professor Bemis relative to the 
capitalization of street railways, calls attention to different items which enter into 
the cost or capitalization in the several States. In one State the cost might mean 
the laying of the track on the street; in another it might be the laying of 
track through a street and paving a street for 3 feet on each side of the rails; while 
in Philadelphia, for instance, it means the rebuilding of the street entirely, paving it 
from curb to curb. Therefore until all the items which enter into this cost and 
capitalization are fully known it is impossible to make any comparison that would be 
of any great value. There is not sufficient information at hand under the different 
systems of ax'counting in vogue in different parts of the country to determine the 
120 of public and private ownersliip of municipal monopolies. (117, 118, 

of gas plants.— Vroieesor Bemis declares that a capitalization of 

or $4 per 1,000 feet of annual product of gas is considered by experts to be ample 
to cover the real structural value of gas plants. The average capitalization of gas 
companies in the large cities is about $9 per thousand of annual product. In 1898 
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the Mutual Fuel and Gaslight Company of Hyde Park, in Chicago, was capitalized at 
$2.69 per 1,000 feet, and w^ making a very large profit bv selling gas at an average 
price of 87 cents, but when it entered into combination with the People’s Gas Com- 
pany its capital was raised to $9 per 1,000 feet. (90. ) 

4. Cost ofgasy and prices.— Professor Bemis says that the report of the United States 
Department of J^bor, recently published, shows that returns of several hundred 
gas companies indicated an average cost of manufacturing gas and delivering it to the 
bunier, aside from taxes, interest, and depreciation, of awiit 46 cents |)er 1,000 feet. 
If 6 cents were added for taxes, 7 cents for depreciation, and 7 per cent on an a\er- 
age capitalization of $4 j»er 1,000 feet of annual product (a reasonable capitalization), 
the cost will be brought up to 86 cents. But the average price of gas charged by tlie 
largest companies is $1.14, whi(;h indicates an excessive profit. Recently the Mutual 
Fuel and Gaslight Com {lany of Hyde Park, in Chicago, reported that the cost of manu- 
facturing gas, aside from interest and depreciation, was 37.45 cents jier 1,0(X) feet. The 
company further stated the value of its tangible assets at $3.80 j)er 1 ,000 feet of annual 
pro(iuct. Eight j^er cent on this added to the cost would have made the price 67.5 
cents. The actual average price was 87 cents, but this was raised to $1 after the con- 
solidation with the People’s Gas Company. In New York City the price until recent 
years was $1.25, but by an act of the legislature it was reduced 5 cents yearly, and 
reachcHl $1 on January 1, 1901. 

Professor Beirns asserts further that the differences in the cost of coal do not affect 
the cost of gas as greatly as is generally supposed. A ton of coal will make about 
10,(X)0 feet of gas, so that if coal goes up $1 per ton the cost of gas would increase 10 
cents in the absence of residual products, but the value of coke and other residuals 
rises with the rise in coal, sotnatthe net additional cost from an increase of $1 per ton 
on coal is only from 5 to 7 cents per 1,000 feet of gas. In the manufacture ot water 
gas 4 or 5 gallons of crude oil are used in making 1,000 feet. In Ohio this oil costs 2 
or 3 cents i)er gallon, and an increase of 50 {»er cent in price would only cimse an 
increase of 6 or 8 cents per 1,000 feet in the cost of gas. (80-90, 94. ) 

5. Electric plants — Rates under private and imhlic ownership, — Professor Bemis says 
that the charges of municipal ele(;tric-light plants are much lower in general than 
those of privately owned juants. In many instances public plants are restricted to 
the furnishing of tight for public purposes, so that they could not be exjjccted to 
operate as cheaply as plants furnishing private light also. Professor Bemis admits 
that there is often a misunderstanding in comparing public and private plants, from 
the disregard of interest, depreciation, and taxes in calculating the cost of jiublic 
plants. 

In the municipal plant in Chicago, continues the witness, the cost of furnishing an 
arc light per year was formerly, in 1895, $96.76. By more efficient administration 
and civil-service reform the cost was redu(;ed to $55.93 in 1899. In Detroit there are 
2,000 lights under public management, and the operating expcuises, which were at 
first about $102 per year, have Been reduced to $66.45, including 4 per cent on the 
cost, 3 per cent for depreciation, and a projier amount for taxes. The private com- 
pany before the construction of this plant offered a ten years’ contract at $102 per 
year, although it also supplied private consumers. In Allegheny the cost of oper- 
ating 1,300 arc lights in 1899 was $47.35 each, while by adding 4 i)er cent h)r interest 
and 6 per cent for depreciation and taxes the co.st is brought up to $71.17. In Pitts- 
bui^, across the river, a jirivate company chaiges from $95 to $100 for the same kind of 
service. 

A large majority of municipal electric plants are allowed to do only public lighting. 
In England and in Massachusetts municipal plants are allowed also to furnish supply 
to private consumers. ( 97, 98. ) 

iteferring to the testimony of Professor Bemis, Mr. Foote asserts that while on 
the face of the reports it would seem that there was a saving in the operation of the 
Detroit electric plant by the city of about $12 yearly per arc light, yet he believes, 
from personal examination, that if all the items entering into the cost of the operation 
of the plant were fully known, including interest, depreciation, and loss of taxes, it 
would oe found that the saving is more apparent than real. The private company 
itself could, and perhaps would, have reduced the price substantially to the same 
extent as the city nas done. While the accounts of Detroit are as well kept as those 
of any other municipality, still there is not such uniformity as would warrant a just 
conclusion on the relative merits of public or private operation of the plant. (114. ) 

6. Street-railway fares in England.— Vrolemor Bemis states that in England fares are 
graduated according to distance in the case of private as well as public manage- 
ment. The tendency under public management is to increase the distance one 
can ride for a given fare, and a few cities are talking of introducing the uniform fare 
like America. The uniform fare has already been introduced in a private subway 
recently completed in London. ( 102. ) 



digest: — ^M imiCIPAL public utilities. 


OOXLVII 


D. ]!lunt€lpal owner§lilp in England.— Professor Bemis thinks the best 
place to study munidpal ownership is in England, because it has had a longer experi- 
ence than any other country. The movement has, however, been checked there in 
the matter of water and gas by the high prices that had to be paid to buy out the 
plants, the private companies there having originally secured peri)etual franchises. 
The keen regard the English have for vested interests in property made the prices 
of sale high. Within the last 10 years, however, some 40 gas plants have changefl 
from private to public management, and over half of the water plants are under 
l)ublic management, while a little over half of the gas sold outside of London is made 
and sold by municipal plants. 

In the case of electric lighting and street railways, which are of more recent devel- 
opment, the public has become aware of the dangers of perpetual franchises, and 
consequentlv these latter companies when chartered have been given franchises for 
very limited periods— 21 years ordinarily in the case of tramways, and from 21 to 
42 years in the case of electric light. In other cases the cities have built their own 
plants originally. Nearly one-half of all the electrical supply, both for lighting and 
power purposes, is in the hands of the cities. In many instances these two classes of 
service are combined. The witness further states that his own investigations show 
that in the case of tramways, electric light, and water there is espetdal satisfaction 
in England with the results of public management, and that the transfer to public 
management, whenever it has been made, has been attended with enormous devel- 
opment of plant and output and a large reduction in charges. 

In the case of publicly managed gas works one of the greatest difficulties in Eng- 
land consists in keeping the workingmen energetically employed to the same degree 
as in ])rivate management. While well paid, they do not yet fully appreciate that 
they are working for the public. Nevertneless public employment temls to create 
a somewhat higher morale and a Ixdter feeling of public responsibility than working 
for private companies. The municipal councils in England are composed of a very 
line class of business men ; they include often prominent labor leaders as well. Some 
complaint is made by engineers in the public plants that it is harder to get an increase 
in sa ary than in a private plant, liecause of the publicity that is given to the subject 
I )ut there is more liberality in paying them than there was formerl v. (94-95, 102.) ’ 
o/xro/fon.— Professor Bemis enumerated several advantages 
which have come from municipal operation, especially as seen by him in Great Britain. 
Municipalities charge less to the public than the private companies and give the same 
or even a better service. There is a financial advantage in that ^he municipality can 
borrow at from .1 to 3^ per cent, which is very much below the rate charged the pri- 
vate companies. In public management there is fully as much enterprise and a greater 
readiness to introduce the latest inventions, this being accounted for particularly by 
the fact that they pav higher wages and work the men fewer hours, and therefore 
tee 1 the desirabi I ity of having as much lalior-saving machinery as possi ble. The con- 
sumption f\f the product or service has greatly increased. In Great Britain there is 


. -- ..s any me mi^i luou in uie case oi gas me net 

cost ot production is a triffe less in municipal plants than in private companies, 
although the men are paid better wages. The municipal plants are growing very 
rapidly, but owing to the fact that they cheapen the price they get along without 
aildmg te the force. A better class of men than formerly has been found willing to 
go into the city (Councils in England and to serve the public in the management of 
the financial interests. (95, 9(i. ) ^ 

J^reet rmlways in Ghisgmv. —VrofeBsor Parsons declares that when the city of Glas- 
gow took over the man^ement of the street railways, in 1894, fares were reduced at 
a 1 are graduated according to distance. The average fare 

was at first r^uced te 2 cents, but later reductions have brought it down to 1 J cents, 
while more than 36 per cent of the fares are only 1 cent. The private tramways 

grelter m density of traffic is 

u lo thaUhe distances are usually shorter in Glasgow than in American cities, 

sera ® average rates per mile. The average number of passen- 

m ChTc^ fi niV'' Boston 7, in New York, on Broadway, 12, and 

afford witness does not think that our street-car companies could 

NevSthpffi m distances and the higher wages. 

Shat hp PiJ"® public ownership in Glas^, 

with the lower fares realizes at least as high a profit as the pnvate 
At tE^mp timfl Tn I^^bility of economical and satisfactory public operation, 
thew^vtefi the conditions of labor hpe been improved and the character of 
ne service is very much better, electnc traction having been introduced, ( 140, 147. ) 
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£• Be^uiatlon of private ownemhlp,—!. Omeral dismmn.— Professor 
Bemi8 that the municipality has the right to regulate corporatioiiH operating 
public utiJities, and especially to require publicity from them. There is undue 
OMratiori of private companies holding municipal franchises. There 
ought to be a difference between them and ordinary private enterprises. They are 
monopolies in most instances; they get their rights by grant of the State or the city 
they are given the right of eminent domain— the right to use the streets and the 
highways. The power which they have over the public, as well as the special priv- 
ileges which the public grants to them, accordingly justify public regulation to pre- 
vent abuses. 1 rofessor Beinis especially favors the requirement that the accounts of 

Mr. tooTK holds that no public need should be supplied under the management of 
a political monopoly that can be supplied with equal advantage to the users of the 
service under the man^enient of any industrial monopoly, the best interests of the 
users of the service tieing the hrst object of the protection and care of the State. He 
lays down two general propositions: 

(1) That an industrial corporation organized to supply a peri)etual municipal need 
shall have the exclusive right to supply the need perpetually. 

(2) That all accounts shall be honestly and correctly ke])t; that economic thrift 
sha be insisted upon m every department, and that charges for the use of service 
shall liear a fixed relation to the necessary cost of production. 

The basic principle in the settlement of this question is that there should be 
monopolies^^^(10S governmental offices and of all quasi-public 

Mr. Foote quotes from a paper by the State examiner of Wyoming, Mr. Hender- 
son, opposing public ownership of public utilities and expressing the Opinion that a 
uniform accounting and State supervision would accomplish the desired results much 
better. Ihe public-service company should lie permitted— 

First. To retain from its (warnings the interest on its bonded debt, 
hecond. A reasonable interest on the inve.stment. 

Third. A reasonable profit unon the investment. 

Fourth. A sinking fund for the redemption of the bonds as they mature, 
tifth. A reasonable amount for maintaining the physical condition of tin; property, 
the residue, if any, should lie divided between the comiiaiiy and the municipal 
corporation. (110.) ^ 

2. JU/k- ripkitim in MamachuseUs (see a\bo under State Railroad thmmmioiis, 
p. CLXxii, and Capdalization, p. lxii).— P rofes.sor Bemis says that Mas.sachu8etts ha'«) 
created a street railway mid railroad commission and an electric-light and gas com- 
mission, with very cfuisiderable powers to regulate these classes of corporations. 
Ihese comniissions have the right to compel the companies to make reports in such 
manner as they see tit. They may prescribe the methods of bookkeeping, although 
as a matter of fact this has not been done to any considerable extent. They may 
send auditors to examine the liooks. The two commissions do not laiblish all 
the facts which they gather, as the witness believes thev should do. Moreover 
they are not supposed to take any direct action unless complaint is made by city 
olticials or by 20 consumers. If their decisions are not obeyed they may inflict pen- 
alties, although more UHually appeal is made to the legislature, which issues special 
orders. There had been no appeal against the decisions of these commissions for a 
number of years until a decision as to the gas compay in Haverhill, in 1899 was 
appealed to the United States courts. The Massachusetts law also refiuires the’ con- 
foQ n?/\ commissions for any increase in the capitalization of the conxirations. 
(88-92. ) 


Referring to the laws of Massachusetts, Mr. Foote states that the commissions 
created by those laws require reports from all corporations, municipal as well as pri- 
vate, but that there is no uniformity in their accounts. They are kept in a way only 
sufficient to enable the commission to make its report. The law does not require 
that the price of the service should be based upon cost plus a proper profit; it does 
not go far enough. (120.) 

^ 3. Reaulaiion of ^blk xitilUm in Enqland.—Prolemor Bemis states that great interest 
IS manifested in England in the regulation of public utilities, but that the teiidencv 
toward public ownership is strong. Regulation there is always by act of Parlia 
ment. Companies can not increase their capitalization; they can not even buy an 
extra foot of land without going to Parliament for permission, at which time an 
opportunity is always offered to investigate charges and efficiency of service and to 
preyent any watering of stock. There is also an auditing of the accounts of the com- 
panies by central boards. Electric-light companies are required to submit complete 
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aoconnte to examination by the board of trade. The accounts of the municipalities 
also are very carefully audited by 2 auditors, one selected by the city council and the 
other elected by the iieople at large, and these auditors exercise a powerful influence. 
The great lesson to be learned froin these attempts at regulation is tlie iinjvtrtance of 
publicity of accounts of the municipalities and also of private companies furnishing 
quasi-pubJic service. The English city governments have thus been preserved from 
many abuses that exist here. (98. ) 

4. Municipal oumership and private operation . — Professor Bemis states that in Great 
Britain there W(‘re at one time 44 instances of the ownership of the street-railway 
track by the municipalities with private operation of the railway, but that the com- 
panies did not seem to be progressive, anil as their franchises ran out the j)lants are 
Ijeing taken over very generally and operated by the municipality. He does not 
know whether the unsatisfactory chamcter of the operation by the private companies 
was due to the system of ownership or whether it was due to the limited duration of 
the franchises, which were for 21 years only. While the English people are opposed 
to the system, it yet has had its benefits, in that it enabled them when they did want 
public ownership to get it more easily and cheaply than in any other way. ( 102-108. ) 

F. finiform and public accounting— municipalities and public- 
service corporations.— 1. General advantage^.— Mr. Allen Rii'LEY Foote, 
editor of Public Policy, of Chicago, believes that there should be uniformity and jaib- 
licity of accounts of corporations performing (]|iiasi-public services and of municipali- 
ties, so that the effect of each eH.sential economic factor will 1 k^ shown, to the end that 
correct comparative statistics may be obtained as a basis for intelligent, economic 
discussion and legislation. An agreement should be had as to what items pro[)erly 
constitute the cost of public utilities, and those items should be all included in 
any statement of cost. The correct principle as to the returns which should l)c ma»le 
by a corporation receiving franchi.se8 from the public is in the nature of a (piid pro 
quo, the duty of the government being to see that the people get a fair return for the 
grant. The only way to ascertain whether this is done at all is to have the accounts 
ke]>t by uniform metho<ls and made public. There should be no secrecy in respect 
of the corporations. The public is generally willing that a corporation should have 
a reasonaole ])rolit, say 8 or 10 per cent, upon its actual investment. When the 
accounts are ])roperly kept the price of the service can be very readily fixed. 1 f the 
business of the country were actually done on this basis an economic condition 
would result which would make the United States master of the world in commerce. 
(11.'), 116.) 

Mr. Foote asserts that the system of uniform accounting as applied to niimicipal 
j)lants would, if tlie accounts are properly audited by an auditor independent of the 
corjiorations and the political parties, make a uniform system of cost in the purchase 
of all supplies by municipalities and would tend to create a uniformity of price for the 
sale of the municipal product; that no municipality would pap more, for mstanci^ for 
coal used in the manufacture of gas than any other municipality under the same con- 
ditions. A large percentage of the failures in municipal establishments come from 
the fact that the men who manage the affairs do not know how to figure the cost 
of^the operation of the plants, because their system of bookkeeping is inefficient. 

Professor Bemis thinks that legislation as to publicity of municipal public-service 
corporations would have to come from the States, but that th(*re snould be uni- 
formity of State legislation along certain lines. The United States Department of 
Labor might well continue its investigations of cities and report upon them annually. 
While the Department has no authority to dictate any form of bookkeeping, it 
would have an influence in calling the attention of the country to the need of it the 
more it tried to get the information. In Massachusetts, in his opinion, the gas and 
electric-li^t companies admit that the publicity given to their accounts in that 
State has been of great lienefit to them in showing them what some companies are 
doing, and thus leading them to introduce improvements. In the States power 
should be conferred upon the State auditor to investirate and audit the accounts of 
quasi-public corporations using the streets, an<l also tne accounts of municipalities. 
While there is nothing radical in this course of procedure, it is susceptible of great 
results. (101.) 

Professor Bemis is of opinion that, inasmuch as public utility companies got their 
nght to exist from the State, and are thus quasi-public corporations, the people 
should have the right to demand publicity as to the cost of constniction and opera- 
tion. There should be uniformity of accounts in all plants. There is now so much 
s^retiveness that even the United States Government is not pennitted to ascertain any 

the facts except under the pledge of absolute secrecy as to names of plants. (91 . ) 

2. Necemty of public accounting in national affairs.— Mr. Foote holds that it would 
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bo a very great benefit to the Government if the Interstate Commerce Commission 
had the authority to go into the accounts of the railroads and audit them as they 
ought to be audited, and that if suqh were done the railroad tariffs of the country 
would be very materially affected. A uniform system of public accounting and 
independent auditing of public accounts in the new possessions of the Government 
would be of very great benefit, and would be easy of introduction there. (122. ) 

3. Vnifmn nccmnting in Wyoming. — Mr. Foote states that Wyoming has done the 
best work in the line of uniformity of public accounts of any State. That State has 
had for 10 years an officer known as State examiner, who has authority to examine 
the accounts of all the State institutions, and all other accounts affecting the public 
interest. lie may enter any public office at any time without notice, and may even 
turn out the incumbent of the office if he finds a condition that justifies it. He can 
compel the attendance of witnesses, the production of books and papers. He is 
responsible only to the governor of the State. Mr. Foote thinks that the same prin- 
cij)le would apjily to any of the lai^er States, necessitating, of course, assistance to 
an examiner where the work required it. He further states that the duties of the 
examiner relate only to purely ])ublic accounts and not to the quasi-public corpora- 
tions operating municipal monopolies. (104, 105.) 

Professor Pemis called attention to what he considered the great work now being 
done in Wyoming in the auditing of municipal and county accounts. In that State 
all of the accounts of the counties and subordinate local bodies have to be audited by 
the State auditor, who prescribes their methods of bookkeeping. The American 
Economic Association, the New England Waterworks Assoc'iation, and other like 
bodies are agitating the extension of this sort of bookkeeping to other States and 
municipalities, and its application to local monopolies iu private hands. (94, 95. ) 

4. Viev's of the State ejaminer of IFi/owom.— Mr. Foote introduced as a part of his 
testimony a paper read by Mr. Harry B. Henderson, State examiner for Wyoming, 
liefore the I^eague of Ameriian Municipalities at Charleston, S. 0., in December, 
1900, the substance of which was as follows (pp. 105-110): 

The system of uniform accounting and public auditing or examination superinduces 
a higher standard of intelligence and morals among office seekers and officeholders, 
and lessens the burdens of taxation. The Territory of South Dakota was the first to 
provide for a Territorial examiner, whose duties, liowever, were quite limited and 
superficial. Minnesota afterwards provided for an examiner, and included in his 
duties the examination of accounts of building associations; but Wyoming was the 
first and only State so far to provide for the thorough examination of accounts of all 
State, county, and local officers, accounts of State institutions and State banks, and, in 
fact, every public account. The only opposition to a measure of this kind came from 
officeholders, schoolbook companies, bridge comjianies, individual members of 
boards of trustees, etc., none of whom had any material interest in the economical 
administration of the affairs of the government. 

Mr. Henderson defines uniform accounting as being a system of accounting where 
all the accounts are kept alike, or in the same regular form; so that if an officer from 
one county should go into a similar office in another county he would at once be 
able to keep the accounts and perform the duties of the office. 

The principal objects sought to be accomplished by having a system of uniform 
accounting are: (1) To prevent lavish expenditure in the use of public moneys by 
public servants; (2) that public affairs should be administered as carefully as private 
interests; (3) that in the administration of public affairs an equivalent should no ren- 
dered for every dollar expended; (4) that it is necessary to a correct determination 
of the policy o! iiumicinal ownership to have a uniform system of accounting so as 
to determine the cost of construction an<l operation of any particular industry; (5) 
that it is the right of every taxpayer to have public accounts so kept that the various 
expenditures made for any purpose whatever should be clearly shown; (6) that the 
principle is an evidence of progress and forms a base upon which the revenues for 
the support of the government can be estimated with a reasonable degree of certainty. 

Mr. Henderson in his paper asserts that there are many advantages to be derived 
from the supervision of public accounts, among which he enumerates: 

First. A curtailing of public indebtedness. In this connection he states that in 
Wyoming he has succeeded in securing the enactment of a law making it an offense to 
cr^te any floating indebtedness in excess of the actual receipts of the current year, 
and providing that any such indebtedness shall be null and void, but would operate 
as a lien against the officers creating the same and their bondsmen. The result of 
this is that every county in the State is now on a cash basis, and the expense of 
maintaining the county and municipal governments has been decreased. 

Second. State supervision eliminates the opportunities for embezzlement, and at 
the same time corrects the innocent mistakes of fiduciary officers. 
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Third. This system reduces taxation. (105-110.) . 

5. (hmeral inJierest in public accounting.— Mr. Foote states that within the last 2 or 3 
years the movement in the direction of uniformity in public accounts has grown very 
rapidly. Tliere are some 12 or 14 organizations, representing every species of public 
utility”, and different organizations of municipal reformers, at present on record in 
favor of initiating this system of accounting, and they have committees appointed 
studying the question. He calls attention to certain proposed bills, jirepared by 
liiniself, w hicli he states will be introduced in many of the legislatures at their next 
sessions.* (122, 123.) 

The League of American Municipalities adopted the following resolution in 1900: 

“7M<to//r(7, That uniform municipal accounting is desirable, and that the executive 
committee of this league is authorized to cooperate with other organizations to that 
end, through its presidentand secretary, or in such other manner as it sees tit.’' (HI.) 

Cir. Slre€*l railway development and |>robletn§.—l. Effect, of application 
of electricity to Htreet-raihvay »y^enm. — Hon. Charles Francis Adams, of Boston, says 
that the introduction of electricity has entirely changed the character of the street- 
railway system and is really introducing a subordinate system of railroads. The 
motive power is the only difference Ijctween the street railways and the railroads. 
All the conditions in respect to street railways have changed so far as speed is con- 
cerned, and they ari; rapidly changing with regard to the methods of doing business. 
Sometimes the street railways go through at least a dozen different municipalities 
and operate roads 50 miles m length. The time is not remote when these street 
railways will have to be operated at a rate of speed which has hitherto Ix'en incorn- 
jiatihle with the joint use of the street with other conveyances. In order to perform 
their functions they will have to run very large cars close together. They will have 
to carry freight and do other things not done in the past. The cars are now being 
mad(' very much heavier tlian used to he the case, and the solidity of the track used 
is not in any way different from that of the railroad. With the heavy cars and the 
solid track, a very gn-at rate of speed can be made wdth safety. (825, 828.) 

2. ( iroirth of street-railway systems. — Mr. A dams says that although the recent growtli 
of street-railway systems has been very great, the appliances and methods are all 
tentative and elementary, and that street-railway systems are going to be developed 
to an extent ])eyond anything which can now be realized. The time will soon come 
w hen there will have to be a seitaration of the highway from the railroad trallic. In 
tin* cities there w'ill be elevatc(l roads or subw^ays; in the country districts, instead of 
running on streets, as is now the case, the street railways will run on private rights 
of way. In thti AN'est, street railways now' run for miles and miles on private rights 
of way through the country. (826, 827.) 

3. Leyislation for street-railway franchises.— Charles Francis A dams, of Bos- 
ton, says that in order to secure satisfactory results from our street -railw'ay systems 
there will have to be a great deal of new legislation. We 1011.4 go back in legislation 
and liuild from a new foundation. A new pow'er has come into existence which 
re(|uires radically different treatment from anything we have had in the past. It 
W'ould require great study to determine what legislation should enacted. The 
one thing that is clear is that there should be such legislation as w'ould permit the 
sejiarating of highways and street railroads. (826, 829, 8.30. ) 

Hon. (IiiAKLRs Fk\nci8 Adams, of Boston, says that the strcet-railw’ay companies 
of Miu^sachusetts are organized under a general law', but have to obtain their fran- 
chis(‘s from each municipality in which they operate. This system of local franchises 
is jiart and parcel of the old theory that a street railway is merely a matter of local 
interest, whereas to-day the street railway runs through a numbcT of different towns 
and has to face the regulations and the selectmen of those different towns and satisfy 
th(*m all. The system works badly and is an impossible one under present condi- 
tions. (827, 828, 830.) 

Mr. Adams further says that in Massachusetts street railways have always had 
indefinite franchises; that is, franchises subject to revocation at any time by the local 
authorities. It is an absurd system of tenure, and it w’ould not have been expected 
that any lai^e investment of capital would have been made under it; but as a matter 
of fact it has been found that more satisfactory results, political and economical, 
have been produced under it than under any other system yet devised. In many of 
the Western States, where limited time franchises, subject to renewal, have been 
granted, the renewal of the franchises has been one of the most crying causes of 
municipal corruption. (829, 830. ) 

4. Comparison^ between American and European street ndlways.— Mr. C. F. Adams 
says that there is not a street-railway system in Europe that he has seen or has 


1 Such a bill wa-M actually passed in Illinois. 
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taowlodgc _ot whldi vonld bear comparison with the street-railway systems in 
Amencan cities. Everything up to date which the Euroj^eati systems have is purely 
Amerl^. All the companies want is to get their money back, and they get it back 
by giving the poorest of accommodations and by managing their traffic in the most 
niggardly way. The European municipalities are very reHtrictive. They have been 
so afraid of lieing cheated that they cheat themselves and will not give an oppor- 
tunity for that development which is essential to any enterprise. The Glasgow 
street-railway system is nothing but a very imperfect American system, lares are 
graded according to the distance traveled. There is no system <jf transfers, siieh as 
IS found in this country, by which a passenger can ride 15 or 20 miles for 10 cents. 
(828 ) 

' 5. Mnsmchmdts Ukrlrien Company.— Ut. Jackson, a member of the Massacliusetts 
State board of railroad commissioners, says that the Massachusetts Electrics Com- 
pany is an uninc()rporate<l ass(x:iation which owns stocks in certain street-railway 
corporations, very largely those in eastern and southeastern Massachusetts. These 
stocks stand in the names of certain persons as trustees. The trustees, who are 15 in 
number, have a legal title to tlie stock and control the management of the street-rail- 
way corporations in which they own by voting the stock. They exercise practically 
the oniinary duties of a board of directors. The association issues preferred mid 
coimnon shares and lias a so-called capital stock. Strictly speaking, the association 
has no stock. It has no shares known to the laws which cover the issuing of stock 
and which limit the purposes for which sto(^ may lie issued. Mr. Jiiekson’s under- 
standing is that the Massachusetts commissioner of corporations docs not pass upon 
the ownership of the certificates issued by this company. 

In order to equalize things and to make the prosperous companies help out the 
weaker companies, there might be a temptation lor the trustees to improp(>rly man- 
age some particular company or companies which they control, but these trustees 
are governed by the same laws which apply to the ordmpy holders of stock. The 
Massachusetts board of railroad commissioners, in passing upon questions which 
come up in connection with the street railways controlled by these trustees, pays no 
attention whatever to the ownership of the stock. The financial interests or affairs 
of the Massachusetts Electrics Company receives no consideration from the board of 
railroad commissioners. Mr. Jackson thinks that the (vrtificates issued hy the Mas- 
sacliusotts Electrics Company aggregate something more than the actual investment 
value. (844,845,840.) , , u ++ 

0. Bodon dmt-railway system.— Ur. J. F. Jackson, a member of the Massachusetts 
State board of railroad commissioners, says that the Boston Elevated Kailway Com- 
pany now controls all the surface street railways operated in Boston. Tliere is only one 
suburban company indei)endent of the Boston Railway Company which makes Boston 
its terminal. There are two distinct methods of street-railway operation now in Bos- 
ton— subwav and surface. The elevated railway will be in oi>eration very soon. The 
elevated svstem goes from one end of the city to the other, and passes througli the 
congested 'district; the subway is in the congested <listrict itself; the surface roads 
are in both suburban and congested districts. The general opinion is that the sub- 
way has been a success. (848,844.) - 1 cu i 

7. Vestibules on street earn.— Mr. Jackson, a member of the Massachusetts btate 
board of railroad commissioners, says that a statute was passed in Massachusetts 
making it mandatory upon all street railways outside of Boston to have vestibules on 
the cars during certain winter months, for the protection of the inotormen and con- 
ductors. It was contended by the Boston Elevated Railway Company that veDti- 
bules would bo dangerous in some of the narrow streets of Boston. The legislature 
referred to the board of railroad commissioners one question, viz: AVhether or not it 
was consistent with safety that the Boston Elevated Railway Company should use 
vestibules on its street care. The board held several public hearings and made 
inquiries all over the United States and Canada, with the result that it decided that 
vestibules could be used with safety, under proper conditions. As a result of that 
decision the Boston Railway Company must equip its cars within a certain number 
of years with vestibules. In order that there might be no injury done, however, the 
board interpreted the statute so that the company is to test the vestibule in the most 
difficult places first. If the decision of the board that vestibules are safe is proved 
to be erroneous it may recall its recommendation. (842, 843.) 
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XVI. RAILWAY LABOR. LABOR aUESTIONS GENERALLY. 

[Sec, also, as to conditions of labor in anthracite coal field, p. clxiv,] 

A. Employment and dlictiarge.— '1. C(mdUiom of enframe to mployment . — 
Mr. Fuller, representing the brotherhoods of railway employees, says that railroad 
(•omi)anies liave various rules regarding the conditions of entering eninloyinent. 
Some of these requirementa, such as those that the men shall be examinea as to the 
working rules, the handling of machinery, apparatus, and their duties generally, are 
considered fair and just. Other conditions imposed by certain railway companies, 
liowever, are considered unfair by the employees. Thus, some companies attempt 
to prevent employees from holding membership in labor organizations. Various 
States have passed laws forbidding this practice, but the courts have in several cases 
held them unconstitutional. The practice is also forbidden by act of Congress, but 
the spirit of the law is often violated. The recjuirement that employees shall become 
members of railway relief associations is sometimes made and is also considerc'd 
unjust. (10. ) 

2. Pfuisical examinations.— Mr. Fuller says that railway companies very generally 
require employees to pass a physical examination. The witness submitted a form of 
tlie surgeon’s certificate required by one company. This provides a test for the 
ability of the eyes to distinguish types at certain distances and to distinguish colors. 
The hearing is also tested. The certificate declares that the applicant has been suc- 
cessfully vaccinated and that he does not manifest any evidence of the abuse of intoxi- 
cating liquors. Disqualifying defects are enumerated in the surgeon’s certificate and 
also defects which do not disqualify, and the surgeon exj)re88ea his opinion as to 
whetlier the candidate is qualified or otherwise. The witness has been told that this 
company makes its examinations very rigid and that the applicants are required to 
strip before the surgeons. 

These physical examinations have resulted, says Mr. Fuller, in injustice to many 
competent employees. Even slight injuries, such as the loss of a finger or a part of a 
hand or foot, which would not in the least interfere with the performance ot duties, 
are made grounds for excluding applicants. 

The reports of the Interstate Commerce Commission show that in 1898 1 trainman 
out of e\ery 11 received some injury, and such rules as these accordingly tend to 
exclude a very large number of persons seeking new employment. 

Many railroads have also adopted an age limit, and will not employ persons above 
that age. Some roads make this age as low as 25 years, while others fix it as high 
as 40 years. There is a great army of employees over this age, and the result of the 
rule is often to deny employment to thoroughly competent men who lose their for- 
mer situations. (10-14.) 

8. Discharge and snftpendon of emplogees.— Mr. Fui.ler says that the plans of disci- 
pline on the <lifferent railroads vary greatly. An act which would be considered a 
serious offense on one road may be treated lightly on another. The general reasons 
for discharge and suspension are violating rules* negligence, responsibility for acci- 
dents, oversleeping, and intemperance. 

Mr. Fuller believes that discipline is often inflicted upon employees for offenses 
which result from the excessive strain placed upon them. The adoption of heavier 
engines and longer trains, and especially the intrwluction of new systems of report- 
ing business, which often require twice as much time on the part of employees as 
before, has greatly increased the strain upon them. 

There are also many instances in which men are discharged or suspended through 
the prejudice of subordinate officers. Where the employees are strongly organized 
they often succeed in securing the reinstatement of persons unjustly discharged or 
su^ended. 

The witness Ixjlieves that legislation should be enacted, requiring railroad com- 
panies to allow employees who are accused of any offense to see and hear all evidence 
against them, and that specific reasons in writing should be given to them for 
discharge. (12.) 

B. Black llgtlng ♦—Mr. Fuller, representing the brotherhoods of railroad 
employees, declares that blacklisting of railroad employees is still a common prac- 
tice, though apparently not as serious as it used to be. With reference to tlie black- 
listing of employees after the strikes of 1894, the witness quotes from an editorial in 
the Railroad Trainmen’s Journal for April, 1895, which states that in the past few 
months the force of this most potent weapon of capitalism had been felt as never 
before. Men looking for railroad work since the strike who were not able to give a 
satisfactory ac’count of their whereabouts and actions during that time by pc^itive 
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proof were entirely unable to secure employment. There was no doubt in the minds 
of workingmen of the existence of the blacklisting system, though it was practically 
always impossible to obtain evidence of it. The ^itorial quotes a newspaper report 
from Denver, dated March 7, 1896, to the effect that J. A. Hamilton, formerly a con- 
ductor on the Atlantic and Pacific Railroad, committed suicide on that day. He 
had been out of work ever since the strike. Wherever he went the blacklist was 
ahead of him. Even if he got work for a day or two, he would bo dismissed as soon 
as his connection with the strike was discovered, the statement being ^iven that his 
service was unsatisfac'tory. As a last resort he wrote to his old trainmaster, but 
recei\'ed a reply that nothing could bo j)roini8ed to a man who had taken part in the 
strike. 

Th(! editorial referred to commended a bill which had lieen introduced into the 
Minnesota legislature prohibiting blacklisting, and esjxicially declaring against the 
use of watermarks and ciphers or secret marks in letters furnished to employers. 

Mr. Fuller says further that many States have passed laws against blacklisting, 
and that the act of Congress approved June 1, 1808, makes it a misdemeanor for any 
employer to attenii)t to prevent a former employee from obtaining employment. All 
these laws, however, are evaded, and it is almost impossible to obtain jiroof of the 
use of the black list. As evidence of the feeling of employees on this subject the 
witness quotes a resolution adopted by the organized employees at San Antonio, 
Te.K., September 9, 1896, declaring that the system is in direct conllict with the 
principles on which this Government is founded and demanding legislation which 
will forever prohibit it. The witness says that in recent years the former method of 
blacklisting has been largely abandoned, but that jirac^tically the same results are 
secured by private correspondence lx*tween railroad employers. ^leii seeking 
employment are required to give the names of all roads for which they have worked 
during a certain number of years and the reasons for leaving. The employer then 
writes to the former employers, and if their statements are not satisfactory the appli- 
cant is rejected. The witness submitted a blank form used by one railroad company 
for ap[)licati(m8 as illustration of the method employed. This form contains a note 
to the effect that the applicant, after swearing to the apj»lication blank, may be 
allowed to enter service on probation, ’‘but it must be distinctly understood that 
before he can be considered an accented employee the written aiiproval of the 
employing otficers must be obtained.’^ By this arrangement, says Mr. Fuller, a 
man may be {)ut to work immediately when badly nee<led, but the railroad com- 
pany retains the right to dismiss him as soon as it has heard from his former 
enmloyers. 

The witness considers that this method of private correspondence regarding the 
qualifications of emi)loyees frequently results in great injustice. Unscrupulous ofii- 
eers often pursue former emplovees vindictively, although it may be that they have 
been guilty of no wrong and have not broken any rules of the companv. If the 
employee were permitted to see the charges made against him and to combat them, 
the system would not be so objectionable, but he is denied this privilege and is 
merely told that his references are not good, or, as in one instance cited, is falsely 
told that his medical examination was not satisfactory. 

In view of these conditions, Mr. Fuller recommends the adoption of State and 
national laws prohibiting any railroad company from furnishing any record whatever 
of any employee to any other company, either by private letter or otherwise. The 
postal laws and the interstate-commerce laws should prohibit the transportation of 
such correspondeiKJe. 

The witness also criticises the requirement of an oath in connection with applica- 
tions for employment, which is very common and which is provided for in the 
application blank submitted by him. He says that oaths should not be used too 
commonly lest the respect for them shall be diminished. ^loreover, employees who 
are ordinarily honest and law-abiding are tempted by fear of unfavorable reports 
from former employers or for some other reason to make false statements in con- 
nection with their application. (12-17.) 

Mr. Fitzpatrick, of the Brotherhood of Railroad Trainmen, says that it is the 
general custom in railway service to give letters of recommendation to men who are 
discharged bei’ause of necessary reductions in the force. Usually the superintendent, 
of his own accord, sends such a letter to the dischargeil employee. (838. ) 

Blacklisting by the Reading Road— Mr, Fitzpatrick, of the Brotherhood of Rail- 
road Trainmen, says that the men who have been discharged by the Reading road 
because of their membership in the Brotherhood of Railroad Trainmen, have been 
practically blacklisted. When they seek employment elsew'here the officials refuse 
to employ them until they refer back to the road by which they were last employed. 
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After it is discovered that the officials of the Reading road disapprove of their work* 
ing anywhere else the men are told that they are not needed. A great many officials 
would employ a man if he were sober and industrious regardless of the kind of 
recommendation which came from the Reading road. Unfortunately, these men 
have not fallen in with these officials. The Pennsylvania law, providing that work- 
men shall not be discriminated against because of membership in a lalior union, has 
been declared unconstitutional. An appeal, however, has been taken from that 
decision. (835, 836.) 

€. Wages of rail way employees.—!. Rates of different dasm—M^r. Fuller, 
representing the brotherhoods of railway employees, says that engineers are jiaid the 
highest wages among the different classes of railway employees, conductors the next 
higliest, and firemen, brakeraen, and telegraphers follow in the order named. The 
reason why telegraphers are paid the lowest wages, despite the fact that they are 
very skilled employees, is that they have been the last to form organizations and 
are as yet very weakly organized. There is perhaps also an oversupply of operators 
turned out from the business collies of the country, although most who receive em- 
ployment have learned the business from railway agents and oj)erators themselves. 

liailway companies often justify reductions in wfi 4 ?e 8 l^ecause of a falling off in the 
volume of their business. They seldom restore wages after reductions or advance 
them unless under the pressure of labor organizations. Thorough organization is 
essential to stability of wages. (11.) 

2. Jiitiaeiurs affecting wages. — Mr. b\iLr-EK declares that lieyond queHti(jn the wages 
of railway employees are niort^ or leas dependent upon the revenues of the railroads. 
Tin* employe('s like to see the roads prosperous and making money. Rate wa^ 
doubtless tend to reduce wages, and the same is true of ticket brokerage. There is 
no doubt, Mr. Fuller .says, that the scalping business has taken many dollars from 
the eaniings of the railroads, and being founded on deception and forgery, the prao 
tice should be jirohibited by law. Conductors especially arc injured by ticket 
scalping. 

The watt'ring of stock also tends to reduce wages by requiring larger dividends. 
Consolidations sometimes result in detriment to the employees, es])ecially where the 
wages and conditions on the lines which do the absorbing are unfavorable and are 
extended to the emjiloyees on the lines absorbed. Where the conditions and wages 
are more favorable on the absorbing lines, the employees of the absorbed lines g(‘n- 
erallv share in these a(Jvantages, especially as the employees on the large lines are 
usually u ell organized. (71.) 

D. Uclatlona of employers and organixatloiii of einplovceni.— 

1. Railway hr other}mds.~y[v. Fuller says that the objects of the railway brother- 
hoods are to better the pay, hours, and general conditions of their memliers through 
negotiations with the managements by (committees. They have also secured favor- 
able legislation and have raised the moral standard of railway employees. They 
have (luite thorough control over their members. On some roads nearly 100 per 
cent of the employees belong to the brotberh(^ods, and on others not more than 75 
per cent. Employees who are not inemlxcrs profit by most of the advantages secured 
through organization, which are very numerous and great. (69, 70. ) 

Mr. Fuller believes that more compact federation between the different organiza- 
tions of railway employees would be advantageous to each organization in its dealings 
with employers. The success of the strongly orpnized brotherhoods shows the 
desirability of carrying organization further. (11.) 

Mr. Fitzpatrick, third vice grand master of the Brotherhood of Railroad Train- 
men, says that the brotherhoo(i was formed, as .stated in its preamble, to unite the 
railroad trainmen, to promote their general welfare, to establish harmonious rela- 
tions between them and their employers, to insure the lives of its members, and to 
protect those dependent upon them. The money for the insurance fund is raised by 
monthly assessments. W^^es and hours of labor were secondary considerations in 
the formation of the association. The association has, at the present time, more 
than 38,000 members. The members are principally switchmen, brakemen, and 
ccinductors. The association is closely associated with the Brotherhood of Locomotive 
Firemen and Engineers, and, in fact, with all labor oiganizationa. 1831, 832. ) 

Consideratim of grievances by Brotherhood of Railroad Trainmen.— Mr. Fitzpatrick, 
of the Brotherhood of Railroad Trainmen, says that it is provided by the rules of 
that brotherhood that any member who considers that he has been unmstly treated 
by his employer shall make a statement of his grievance in writing, anci after having 
secured the signature thereto of the majority of the meml^ers (►! his lodge, .‘^hall pre- 
sent the same at a meeting of the lodge. If, by a majority vote of the members, the 
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grievance is sustained, the local grievance committee lays the matter before the 
proper railroad officer. If the result of this is not satisfactory, the matter may be 
referred to the general grievance committee. In 16 years the Brotherhood of Rail- 
road Trainmen has been eng^ed in but 2 strikes, each of which was settled by the 
arbitration committee. (831.) 

2. Strikes and di^ntes on railways. — Mr. Fuller says that the chief cause of strikes 
on railways is difference of opinion as to wages and conditions of employment, though 
there are many dispute.s over unjust suspensions and dismissals. Through strong 
organization of employees and growing consideration by employers, strikes have in 
late years been greatly reduced. They are conducted in a peaceful manner and the 
results are beneficial even though the men do not win their immediate demands, 
since the strike demonstrates that the employees will resist injustice. 

The interstate-commerce and antitrust laws have tended to some extent to repress 
strikes. The legislative and executive branches of the Government have been inclined 
to deal fairly with employees, but the judicial branch has been inclined to oppress 
them. Mr. Fuller feels that the railroads have taken unfair advantage of the fa(;t 
that they transport United States mail in connection with strikes. In many instances 
tlu) strikers have agreed to work sufficiently to transport the mails, if other cars were 
not put on the same trains, but the companies would not agree to this, and the Gov- 
ernment should require them to do so and not allow the mails to be detained for the 
sole i)urpose of getting other cars through with them and prejudicing the public mind 
ii 4 ^ainst strikers, (70.) 

3. Joint aareements as to the conditions of employment. — Mr. Fuller, representing the 
brotherhoods of railway employees, says that where railway employees are strongly 
organized the conditions of labor are as a rule detemiined by mutual agreements 
between them, through their committees, and the chief officers of the railroads. 
These agreements determine wages, hours ami overtime, conditions of advancement, 
methods of trial of employees before suspension and dismissal, etc. The system gen- 
erally gives the greatest satisfaction. Where employees are unorganized they are 
compelled to work under conditions laid down by their employers. ( 10. ) 

4. Arhifration and conriliation. — Mr. Fuller declares himself a firm lieliever in 
conciliation and arbitration. Employees generally seek these methods, but employ- 
ers ‘AH a rule are unwilling to submit questions to arbitration, declaring that they have 
nothing to arbitrate, or that they can notafford to let outsiders dictate as to the man- 
agement of their roa<ls. The witness does not think compulsory arbitration would 
be safe for the employees. It would be only a matter of time until the courts would 
be made arbitrators, and their decisions would be more or less affected by corporation 
influence. (70, 71.) 

5. Attitude of Reading Railroad toward organized /aftor.~Mr. Fitzpatrick, of the 
Brotherhood of Railroad Trainmen, says that during the last lOyears quite anumber of 
complaints have been made to the brotherhood that men have been discharged by the 
Reauing road because of their affiliation with the brotherhood. There are at pre- 
sent about 200 Reading employees out of a total of some 3,500 who are eligible who 
are members of the Brotherhood of Railroad Trainmen. Their membership in the 
association, however, is not known to the railroad officials. There are some 12 or 15 
lodges of the Brotherhood along the route of the Reading road. The members, 
however, consist principally of Bennsylvania Railroad men, though there are a few 
Reading men in every lodge. 

The lodges are at junction points of the two roads. Mr. Fitzpatrick refers specific- 
ally to two recent cases where men have been discharged 1^ the Reading road for, 
as he believes, belonging to the Brotherhood of Railroad Trainmen. In January, 
1900, he was requested to organize a lodge at Shamokin, Pa. Upon his arrival there 
he found that some 6 or 8 of the applicants had been discharged. When these 
men called upon their division officers and asked for the cause of their dismissal the 
officers declined to assign any cause. All of the men discharged were prospective 
members of the new lodge. 

In February, 1900, 10 members of the Brotherhood in Philadelphia were discharged 
by the Rea<ling road, all being discharged within a few davs of each other. All of 
these men were able to produce letters sh^owing that they had been very highly compli- 
mented hy the railroari officials for faithfulness and diligence in the discharge of their 
duties. They presented their grievances to the lodge to which they belonged, and a 
committee was appointed to present the matter to the railway officials. The railway 
officials, however, refused to treat with the committee. The men had stated to the 
officials that they were members of the Brotherhood and had been appointed by 
the members to consult with the officials. The three members of the committee 
were discharged on the following day. Some of the men who were discharged took 
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the matter up personally with the general superintendent, and he told them plainly 
that they were discharged on account of their affiliation with the Brotherhood of 
Railro^ Trainmen. 

The National Brotherhood officers have not attempted to reach the railway offi- 
cials in respect to this matter. It was felt that, inasmuch as they had refused to 
meet a committee of their own employees, it would not be of any use for the national 
organization to attempt to make an appeal to them. Furthermore, the attitude of 
the Reading road in the past had led to the belief that its officials would not con- 
sult with the officers of the organization. Attempts made by officers of the Brother- 
hood to approach the railway officials in the past had not been successful, and there 
was no reason to believe that one made at this time would be more successful. The 
road has the same general superintendent now that it had when consultation with 
the Brotherhood was refused formerly. Some 10 or 12 years ago the road made it a 
condition of employment that no man should belong to a labor organization. While 
the road was in the hands of a receiver, the Brotherhood of Railroad Trainmen went 
into court to establish the right of employees of the road to belong to it, and the 
court records w'ill show that the companv was bitterly opposed to organizations of 
railroad men. If it had not Ijeen that the officials of the road w'ere the same ones 
that had opposed the oaganfzation in the past, Mr. Fitzpatrick would have commu- 
nicated with them and have ascertained their attitude. 

All of the men dismissed at Shamokin and at Thiladelphia were members of the 
Brotherhood, and no case ha.H been found where a man not a member of the organi- 
zation has heen discharged in the same mysterious manner in wdiich these men were 
distdiarged. The places of these men have been, so far as known, tilled by non- 
union men. 

The organization had never had any grievance nresented to it by employees of the 
Reading road up to the time of the Shamokin ana Philadelphia troubles. This was 
due. however, largely to the fact that there is no open organization of the men em- 
ployed by the Reading roa<l, and that the company has the men under complete 
Milmiission. The Reading road is the only road in the United States that refuses to 
treat with organized labor. (H.S3, 834, 837’ 840.) 

Mr. (hfAHi.Ks Hceunkr, counsel for the Philadelphia and Reading Railway Com- 
pany, states that the company has no testimony to offer in respect to the questions 
raised by the testimony given by mernl)ers of the Brotherhood of Railroad Train- 
men. (841.) 

6. Attitude of Pmnsylmnia Railroad tomrd onjauized labor.— "Mr . Fitzp.\trick, of the 
Brotherhood of Railroad Trainmen, says that the Pennsylvania Railroad has been 
very generou.s in its t reatment of the BrotherluMMl of Riiilroad Trainmen. The organi- 
zation has frequently met with the general manager of the PeniLsylvania Railroad to 
consider grievances of employees. In one case a geiu'ral manager refused to meet 
with the officers of the organization, but it is not the policy of the Pennsylvania roarl 
to refuse men a hearing. As a general rule, Pennsylvania Railroad officials settle such 
questions of difference w'ith their men directly. ’(838, 841.) 

E. Ac(‘fclcnfii. EiiiploycrpiMiabilily.— 1. RejuntH of accidents.— Mr. 
favors the enactment of legislation re(puring railroads to report to the Interstate 
Commerce Commission the real cause.s of injury to their employees. This require- 
ment would tend to reduce the number of accidents by the use of extra precautions. 

2. Employm' liahilily generalJy. — Mr. Fuller, repre.senting the Brotherhood of 
Railway Em])loyees, says various States have passed laws extending the liability of 
employers to their employees, especially with reganl to railroad companies. In 
general, however, these laws have not greatly modified the common-law doctrine 
which makes the employee bear practically all the risks, in occupations which they 
voluntarily enter. In particular such legislation, except in a very few States, does 
not make railroad companies liable for injuries resulting from acts of all their 
employees, the liability l^ing generally confined to agents and certain specific classes 
of employees. 

In addition to such provisions some States have limited the amount which an 
employee can recover for injury. In other States, however, the Constitution pro- 
hibits the passage of ledslation limiting the amount of liability. 

Mr, Fuller says, further, that the decisions of the courts under the common law, 
in the absence of statutes, are, as a general rule, favorable to the employers. The 
common-law doctrine especially, in so far as it exempts the employers from liability 
ror the acts of fellow-servants, is considered very unjust by the witness. The early 
^glish decisions establishinjg this rule were made with the idea that employees, 
being thrown together, were in a better position to know their abilities and to pro- 
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tect themselves against injury than the employers. But at that time employees 
usually actually worked together on the same piece of work; often there were only 
two or three employees in a shop. The justice of the rule entirely disappears when 
it is applied to gigantic manufacturing institutions and railroads, where thousands 
of persons work in a common employment who never see each other or know any- 
thing about each other’s capabilities and disabilities. Even if an employee did 
know that another was incomi>etent he could not stop his train or refuse to perform 
his duties since he would be in danger of dismissal for doing so. 

Again, the witness considers that the doctrine of the courts as to liability makes 
an unfair discrimination betw^een the public and the employees. A passenger buy- 
ing a ticket and an employee entering 8ervi(;e alike make no contract to release the 
railroad from responsibility. If the passenger loses two fingers he can recover thou- 
sands of dollars, while if the employt^e loses a leg or an arm he can recover nothing. 

3. Penmsylvanm dcmio/i.i.— Mr. Fulleb submitted a brief summary of the legisla- 
tion and court decisions on this subject in Pennsylvania. There is no general 
employers’ liability act in this State and the common-law rule is in operation. The 
constitution, however, provides that no legislation shall limit the amount to be 
recovered for injuries or death, and in case ot death a right of action must remain to 
the heirs of the person killed. By legislation this liability for injuries resulting in 
death must be made the subject of suit within 1 year after death. 

As to liability of employers for acts of fellow-servants, the Pennsylvania court 
decisions cited hold in general that only direct agents of the employers, having full 
control over the employees in a department, are to be considered as vice principals, 
all others lieing considered fellow-servants. Thus, in two or three decisions it is 
held that only when a master jdaces the entire charge of his business, or of a distinct 
branch of it, in the hands of an agent, retaining no oversight of his own, does he 
^come liable for the negligence of such agent. One employed as foreman to con- 
duct and manage some part of the geni'ral business, even with authority over his 
coemployees, is not considered such a representative of tlie employer. Thus a min- 
ing boss is held to be a fellow-servant with tho.«e under him. A station agent and a 
brakeman are fellow-servants; also a mail agent an<i a railroad emj)loyee. Laborers 
employed on a railroad and brakemen and conductors or others employed on a 
moving train are fellow'-servants. 

In another decision, how^ever, it was held that where the master delegates duties 
which the law imposes upon him to an agent, the agent, whatever his rank, in per- 
forming that duty acts as the master and the master is liable. 

By other decisions it has been held that if the master exercises ordinary diligence 
in selecting his employes he is not liable for their acts. If the officers of a railroad 
have made careful inquiry and believe their employees to be faithful and competent 
the company is not liable. 

Another decision which Mr. Fuller considers jjarticularly unjust (Frazier v. Penn- 
sylvania Railroad CompanyL holds that where the injured servant remains in the 
master’s employment with the knowledge of the incompetencvof his fellow servant, 
he can not recover for injuries resulting from such incomi)etency unless he shows 
that he had reason to believe that he would be dischargeii for refusing to perform 
his duties or that he would be placed where the negligence of the incompetent serv- 
ant would injure him. By this decision, says Mr. Fuller, a trainman might com- 
plain to a railway company that an engineer was incompetent. The engineer might 
accordingly be reduced to the position of fireman, brakeman, switchman, or even 
section hand. In any of these positions his negligence might cause injury to the 
complainant. The courts would then doubtless hold that the complainant could 
collect no damages Ixicause of his knowledge of the incompetency, even though the 
incompetent person w'as employed in an entirely different department. 

In ^neral those decisions which hold that employees of a common master, even 
though of an entirely different department, are fellow-servants are considered unjust 
by Mr. Fuller. Thus if a trainman at Philadelphia is injured by the negligence of a 
tel^rapher at Harrisburg whom he does not know and has never seen he can not 
recover. 

Still other decisions with reference to liability for defects in materials and machin- 
ery are t’ited- Thus it is held that the servant assumes the risk of obvious defects in 
things which he voluntarily uses. The employer is not bound to stand by during 
the work and see if a danger arises, it being sufficient jf he provides in advance 
against such dangers as may possibly arise. On the other hand it is not necessary to 
create liability that the master shall have actual knowledge of defects, if he could 
have discovered them by reasonable care and diligence. (35-40. ) 

4. DedrabUUy of uniform kgi8latU)n,—Mx. Fuller maintains further that the deci- 
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sions of the courte under the common law in Pennsylvania and other States are very 
conflicting and confusing. Eminent lawyers confess that the law is so uncertain as 
to demand statute regulation. Mr. Burgen, one of the most prominent lawyers in 
New Jersey, reported to the State deprtment of labor statistu^s that “ the present 
law on the subject is exclusively judge made, and has come to he a mass of legal 
subtleties more fruitful of controversy and litiption than justice.” 

In view of this state of affairs Mr. Fuller advocates legislation by Congress giving 
employees of interstate railroads the same right of recovery for injury as is given 
persons not employees, and similar legislation by the States" as to the rights of per- 
sona not engaged in interstate traffic. Since the railroads, by their strict rules as to 
the age of those seeking employment and as to physical examination, hike the best 
of American manhood the obligation upon them is the greater when their employees 
are crippled and maimed. The witness refers to various resolutions passed by 
organizations of railway employees in favor of such legislation. (40. ) 

F. Railroad relief a«soi‘iatlonii.—l. (ieneml crHlcimi. AUHudcof employ- 
Mr. Fuller, representing the brotherhoods of railway employees, protests against 
the management of the relief departments which arc mainbiincd by various rail- 
roads. lie says that though nominally voluntary they are ri'ally compulsory; that 
the employees have not sufli(*ient voice in their management; that the reiiuirement 
that the employee shall release the company from re.sponsibility for .injury in case 
he ac(;ei)ts relief from the fund is unjust; and that the system tends to injure the 
organizations of employees and to increase the dependence of tlie em])loyee8 upon 
their employers. The system, he declare.s, is generally unacceptable to railroad 
(‘Tiiployccs, who belie\e that by it they are tinancially robbed and are deprived of 
their legal rights. In this connection the witness submitted a resolution, adoj)ted 
by the State legislative boanl of the various organizations of railroad em})loyees of 
rennsylvania, adopted April 27, 1900, which refers specifically to the relief associa- 
tions on the Baltimore ami Ohio, Pennsylvania, and Beading railroads. One f)f the 
resolutions adopti'd was a.s follows: 

‘‘AV.Wrcd, That we condemn these associations, and assort that instead] of their 
object being that of benevolence, as claimed by the companies, they are based upon 
iniipiitoiis princinles, controlled by arbifrary laws, and are in violation of the law's 
of Congn'ss; and we earno.«tly ask Congress to investigate these associations and 
pass a law tliat will nrevent their being further imposed upon railroad employees.” 

]\Ir. Fuller states that w'hileat present only a small number of railroails operate 
relief as.sociati(jiis others are gradually adopting the system, and the large lines 
wliich now have them are l(>asing and buying other roads and thus extending the 
application of the system. From a competitive standpoint, those railroads which 
operate reli(‘f departments have an advantage over those who do not. 

In support of the al)Ove contentions Mr, Fuller submits a laige amount of evi- 
dence, which is summarized below'. (43-59.) 

Mr. FiTzi’ATRiCK, of the Brotherhood of Railroad Trainmen, says that railroads, 
generally, do ]iot establish relief associations. The principal roads having such 
a.ssociation.s are the Burlington, the Baltimore and Ohio, the Pennsylvania, and the 
Reading. It is understood (1900) that the Southern Pacific is going to inaugurate 
the system. Roads having these associations refiuire their employees, after a doctor’s 
examination, to become members of the association. Employment is. conditioned 
upon membership, and the assessments are deducted from the salaries of inemlKirs. 
Tlie eniployees, Mr. Fitzpatrick understands, are required to sign an agreement that 
they will aeeept the insurance paid by the relief aH^^oeiation in lieu of all other claims 
apinst the companies for injuries. Among the 15,000 railroad men with wht)m Mr. 
Fitzpatri('k has had association during the past year, he has not found one who 
approved of the plan or the w orkings of the railway company insurance associations. 

2. (ompukory membership in relief organimtims. — Mr. Fuller declares that in 
practically all of the relief departments maintained by railroad companies there is 
virtually compulsion upon employees to I^ecome members. Applicants for employ- 
ment are not en^ed unless they agree to join the association, ana pressure is brought 
to bear upon old employees to join. While the railroad companies refer to the pay- 
ments made by the members to these funds as “contributions,” they define, in the 
regulations, the meaning of this w ord as referring to that portion of wages which the 
ineinter has agreed in his application shall he applied for the jiurpose of securing the 
lienefits. The word is, in the opinion of the witness, deceptive, since the general 
understanding is that a “ contribution ” is something given of one’s owm free will. 

Mr. Fuller suhmitH the blank form of application of four of the leading railroad 
relief departments. In the Baltimore and Ohio relief department, and in that on the 
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Plant System, these applications contain the words: “I, , desiring to be 

employed , do hereby, as one of the conditions of such employment, apply for 

membership in the relief department.” On the Pennsylvania Railroad and the 
Philadelphia and Reading Railroad the application for membership does not contain 
these clauses, the applicant merely stating that, being employed by the railroad, by 
reason of such employment, he applie.s for memliership. In the case of all four blank 
fpnns, the ap{)licant agrees b) Ixj bound by the regulations of the department and 
agrees that tne company shall monthly apply from his wages sums at a specified rate 
as a contribution, in return for which the applicant receives benefits at a specified 
rate, the payments by the employee varying according to the amount of benefit to 
be received. In all four forms also the applicant agrees that the application shall 
constitute a contract and an irrevocable authority to the company to appropriate the 
said amounts from wages. 

Tn view of the provisions in the Baltimore and Ohio and Plant System departments, 
Mr. Fuller asks: “ When the employee is re«juired to join the relief department, as 
a condition of eitinloyment, is not membership in that department compulsory?” 

Mr. Fuller further submitted a circular, is.'^ued by President Huntington, of the 
Southern Pacific Itailway, February 15, 1900, declaring that after March 1 appli- 
cjints for employment must become nieml)ers of the relief department. He also sub- 
mitted a letter, dated March 20, 1900, signed by a supervisor on one of the divisions 
of the Pennsylvania liailroad, addressed to all foremen, and directing them to 
increase their respective forces bv an additional laborer: ‘‘(^mdition of employment 
of this man is that he join the relief fund.” Another letter by the same supervisor, 
with reference to a particular employee, which says: “Please get him to join the 
relief fund at once. If he will not, g(‘t another man that will.” 

The witness also refers to the evidt'uceof Prof. F, R. Johnson l)efore the Imlustrial 
Commission as to the statements of oiIice?'s of railroad corporations regarding the 
compulsory features of the.se tissociations. 1 le also submits rei)hVs from many organ- 
izations of railway employees to the effect that membership in these departments 
on the Pennsylvania and Baltimore and Ohio railroads is \ irtuallv compulsory. (P3, 
47,48,52,68,68.) 

Mr. Fuller refers to the act of Congress of June 1, 1898, which prohibits railroad 
employers from requiring employees to contribute to relief (h'partments or to sign 
contracts releasing the employers from liability. Ih* contrasts this provi.sion with 
the facts alx)ve described, an<l comments (‘spc'cially on the testimony of President 
Cowen of the Baltimore an<l Ohio to the effect that the act is to be considered 
invalid, and that the (uily way to .‘<ccure ii <leclsion as to its (‘onstitutionality is to 
refuse to comply with it. (69. ) 

Mr. Anderson, secretary of the ('’hamber (»f Commerce of Pittsburg, asserts that 
membership in the relief department of the Pennsylvania road is entirely voluntary. 
On the Pennsylvania lines west of Pittsburg, out of 80,0(X) employees, 18,500, or 
aboutOl per cent, are members of the relief department. From tlu' date of organiza- 
tion, July 1, 1889, to February 28, 19(K), nearly 11 years, the (lepartment paid on 
account of deaths, numl)ering 1,899, about 50,160, 000; on account of accidents, in 
54,433 ciwes, about $820,00li); on account of sickness, in 80,870 cases, about $1,024,000. 
(637, 638.) 

3. Relearn of liabiUty on account of relief deport mentK~Mr. Fuller espc'cially objects 
to the railway relief dei)artmentH because the eompanie.s re(juire employees, who 
take advantage of tlie i)enefits, to release th(> employer from all liability h)r injury 
or death. He declares that this is es[)ecially unjust, bec:ause the employees pay 
practically the full cost of tlieir iiisuraiic(‘. 

In this 'connection the witne.'^s calls attention to the fact that the blank forms of 
application for memlx^rship in the relief departments on the Baltimore and Ohio, 
Pennsylvania, and Philadelphia and Reading, and on the Plant System, which he 
submits, all contain an agreement on the part of the applicant, in consideration of 
the contributions of the company to the relief department, that the acceptance of 
benefits from the fund for injury or death shall operate as a release of all claims 
against the company, bv the applicant or his representatives, for damages by 
reason of such injury or death. 

Mr. Fuller asserts that the chief motive of the railway companies in establishing 
the relief funds has been to free themselves from legal liability for injuries to their 
employees, and that by this system they make a financial gain for themselves at the 
ex^nse of the employees. The objects of the funds, as stated in the rules and ref- 
lations, are, in a general way, to provide relief to the memliers. But, in the opinion 
of Mr. Fuller, these statements are intended to mislead employees as to the real 
purpose of the railroads, which is to deprive them of their right to sue in case of 
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injury. As collateral evidence of this motive on the part of the railroads, the wit- 
ness maintains that in general the railroads use every iwssible device to escaw their 
just liability for injuries. An editorial from the Railway Conductor, of Marcn, 1897, 
IS also quoted, whit*h maintains that the principal objection to these associations is 
the fact that employees are reouired to sign a contract relinquishing their right to 
recover damages for injury, and that the funds are “established and maintained as 
a means of escaping legal liability.” The replies of lodges of railway employees on 
the Pennsylvania and Baltimore and Ohio railroads also unanimously state the belief 
that this is the chief motive of the railway^ companies. 

Mr. Fuller further testifies that when, in 1897, a bill was before the legislature of 
Iowa which sought to jirohibit and nullify contracts releasing railroad companies 
from liability in virtue of the establishments of relief departments, the Chicago, 
Burlington and Quincy Railroad, which has such a department, used all its influence, 
resorting to some questionable means, to defeat its passage. 

Again tiui Pennsylvania Company, at the session of tJie Indiana legislature held 
in 1899, tried to secure the passage of a law declaring it lawful for railroad comi)anie8 
to maintain relief dei)artnients, and providing that in ciLse any emi)loyee, as a mem- 
ber of the department, accepts benefits from the fund, it shall be in lieu of any 
damages resulting from his injury or death. In a letter from the chairman of the 
Indiana railroad employees’ hgislative board to Mr. Fuller, it is stated that this bill 
was believed to have been drawn up by the chief counsel of the Pittsburg, Cincin- 
nati, ('liicago arnhSt. Louis Railway (part of the Pennsylvania system), and that this 
com[)any kept six emphjyees at the statehouse during the entire session of the legis- 
lature working in behalf of the measure. The title of the bill, which was very 
lengthy, referrc'd with especial fullness to the advantages of relief departments, the 
only reft'reiice to the jirovision exempting the companies from liability being in the 
words: “Prescribing the effect of sucli acceptances, and mattei’s relating thereto.” 

That this jirovision was the essential one, however, was evidenced, so Mr. Fuller 
declan's, by the fact that when, on account of the oppo.sition of representatives of the 
employees to this feature, the entire section including it w^as finally stricken out, the 
memlaw of the legislature w'ho had introduced the bill moved to strike out the enact- 
ing clause. (43, r)2-59. ) 

4. FffWt Iff relief depart fueutu on hd>or organizaiions. — Mr. Fuli-kr further criticises 
railway relief departments on the ground that they make employees more dependent 
on their employers. After an employee bus contributed to a fund for some length (»f 
time, he does not wish by striking or quitting employment to lose the benelit of the 
insurance furnished, thiis sacrificing all his previous payments. Furthermore, 
emjiloyees who belong to tbesi' departments are less able to belong to the labor 
organizations of railway eni|)loyees, most of which provide for insurance, since they 
can not afford to pay the dues in both organizations. The railway companies are 
thus in a better position to dictate the conditions of employment to their men. 
The tenth report of the Interstate (Commerce Commission is quoted by Mr. Fuller 
as expressing the opinion that relief departments tend to produce the effect described. 
Numerous replies to interrogatories by loilges of the railway brotherhoods upon the 
Baltimore and Ohio and I’ennsylvania railroads also declare that the existence of the 
relief de])artments tends to keep menibers out of lalior organizations. (43, 49, 67, 04. ) 

6. Krpeme of railway relief departments.— Fui.i.er declares that fully five-sixths 
of the ex[»en8e of insurance in railway relief departments is paid by the employees 
themselves. It is thus, in his judgment, especially unfair that railway companies 
should insist on being released from liability for injury. It might happen that an 
einjfioyee losing a leg or an arm could collect through the courts $5,000 damages. 
Under the lelief department system he may receive $1(X), of which he himself has 
contributed $80, while the com])any has paid only $20. Since the employees pay 
much the greater part of the exjMinse of operating the funds, they should have a 
majority of representatives upon the boards which manage them. In fact, however, 
while the companies allows the employees some voii^e in managing the dei)artment8, 
they retain for themselves a majority of representatives in the management, and vir- 
tually dictate the policy. 

The w itness quotes a paper, prepared by the editor of the Brotherhood of Loco- 
motive Engineers’ Journal, printed September, 1896, with reference to the cost of 
meml>ership in the relief department on the Plant System. The application provides 
that members must insure in the class corresponding to the salary wnich they actually 
receive. It also provides that free medical and surgical attendance shall he given 
”yAhe company’s surgeons to all members. 

^ Mr. Fuller testifies that in a leading old line acxjident insurance company for an 
insurance of $1,000 against death by accident or otherwise, with a weekly indemnity 
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of 17.60 on account of injury, the rate of payment for the middle class of risks (not 
thoae extra hazardous) is $10.12 per year, while in the relief department on the 
Plant System, practically the same insurance, except that only $500 is paid in case 
of deatn from natural causes, costs $24 per year. For an insurance of $2,500, with 
$12.60 per week during the accident, the old line company charges $18.75 per year, 
the Plant System $51 per year. The old line company does not provide for sick 
benefits, but on railroads where hospital departments are maintained, the payments 
for the class covered by the $1,000 policy on the Plant Svstem do not exceed $4.50, 
and those for the $2,500 class, $12 j)er year, while the excess of the charge on the 
Plant System above the old line company is $13.88 and $32.25 for these respective 
classes. 

In the case of extrahazardous employments, corresponding to the first class of 
employees named by the Plant System, the old line company charges, for a $2,500 
policy, with $15 weekly indemnity during the injury by accident, $51,36 j^r year. 
On the Plant System the same policy costs $60 per year. Moreo^ er, on the Plant 
System an employee dying a natural death receives only $1,250, while the old line 
company pays the full amount. Sixty per cent of railroad employees die natural 
deaths, so that the exiiense in the Plant System is much greater, so the article main- 
tains, than in the old line company. 

This article also makes (*omparison between the cost of insurance on the Plant Sys- 
tem and in the insurance department of the brotherhood of Locomotive Engineers. 
The Brotherhood does not provide for weekly benefits on account of sickness or 
injury, but does pay a benefit etpial to the amount of death benefit in case of tlie loss 
of a nand, foot, or eye, while the Plant System makes no such payment The cost 
of carrying a $2,500 insurance in the Brotherhood of Locomotive hlngineers in 1808 
was $41.66, while various loail divisions of the Brotherhood provide a weekly indem- 
nity equal to that on the Plant Sy.stem, at the rate of $0 per year, making a total cost 
for $2,500, with weekly imlemnity, $50.66. This provides a benefit for loss of hand, 
foot, or eye, and the full amount is paid in case ot natural deaths, The cost on the 
Plant System, without payments fur loss of hand, foot, or eye, and wdth a payment 
of only one-half the indemnity in cjise of natural deaths, is $66 for the first class, cor- 
responding to the inemberH of the firemen’s organization. The article calculates that 
if tne Brotherhood paid no more benefits than the Plant System, it could furnish 
insurance for $22.50 per year. 

These figures are tested in another way. If the meml)ers of the Brotherhood of 
LcKiomotive Engineers })ay $50.66 })er year for accident and death insurance and 
weekly indemnities, it woiihl amount to $854,127.60 in the year In 1809 the Broth- 
erhood paid 253 policies for <leaths and permanent disability, amounting, at $2,500 
each, to $6.30,000, leaving $224,127.60 to meet the w'eekly indemnities. On tlie Plant 
System a payment of $66 per year for an ecjual numl)er of members would amount to 
$1,112,760. This company would have paid only 214 policies, the others paid by the 
engineers being for disability. The number of natural deaths in 1899, for which 
insurance w'as paid by the Brotherhood, was 141. For these the Plant System would 
have paid only $1,250 each. The total payments therefore by the Plant System, 
under the same circumstances as those met by the Brotherhood in 1899, would have 
been only $358,750, leaving a balance of $754,010 for the payment of w'eekly benefits, 
$629,873 more than in the case of the Brotherhood. 

In the opinion of the writer of the article, this system meant that the employees 
were meeting the cost of their in.suraiice, and were contributing toward the general 
profits of the company. The advantage of the Ky.stem to the company would be the 
more conspicuous if the diminution in the expense of maintaining the local depart- 
ment, because of the release of the com jniny from liability for damages, w^ere calculated. 

Mr. Fuller also refers to an editorial from the Railroad Trainmen’s Journal of 
May, 1893, regarding the Reading Relief Association. In the preceding year the 
receipts of the association had been $262,787 and the disbursements $241,101. Under 
the j^ise of philanthropy it was declared the company took more from the men than 
it paid them, holding the balance in “anything but a reliable deiiository.’’ (43, 
63-58.) 

6. OpmUm of railway organizatiom regarding the relief system. —Mr. Fuller, in ref- 
erence to the statement of Mr. Cow'en, president of the Baltimore and Ohio Railroad, 
that he believed 99 per cent of the employees of the company approved the 
relief system, submitted a tabulation of replies made by the local lodges of the 
Brotherhood of Railroad Trainmen on the Baltimore and Ohio and Pennsylvania 
railroads to certain interrogatories sent out in February, 1900, On the Baltimore and 
Ohio system there were replies from 28 local lodges, in 26 cities and 7 States, repre- 
senting 1,674 members. All of these replies declare that membership in the relief 
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departmefDt of the system is considered to be compulsory, that men do not receive 
employment unless they apply for membership in the relief department, and that 
the actions of the company's representatives make the men believe that the blank 
must be filled. Sixty-nine per cent of the replies say that employees who are 
alr^y in the service and not members of the department are coerced into joining 
it. The percent^e is low, because in 24 per cent of the lodges all the membera 
belong to the relief department, so that there is no reason to coerce them. 

Ninety-two per cent of the replies from the lodges on the Baltimore and Ohio 
express the opinion that membership in the relief department has a tendency to 
keep members out of labor organizations, while all of the replies declare that it is 
unfair that employees should be required to release the company from responsibility 
for injury, and further express the opinion that the chief object of tlie railro^ com- 
pany in maintaining the department is to secure such release. 

On the Pennsylvania system replies were received from 45 lodges, in 8 different 
States, representing 4,081 members. Although membership in the relief department 
of that system is nominally not compulsory, 96 per cent of these replies declare that 
the employees consider it to be practically compulsory. Seventy-eight jier cent of 
the replies declare that men seeking employment do not receive it unless they 
liecome members, ami several of the other replies qualify tludr statements to thecoii- 
trary. Ninety-four per cent of the replies state that blank applications for member- 
ship in the relief department are handed to new employees without solicitation on 
their i)art, and 83 percent say that the company’s representatives lead the applicant 
to siqipose that he must join the department. Eighty-five jier cent of the lodges 
report that enqiloyees already in service and not members of the department are 
virtually coerced into joining it, and various methods of coercion are enumerated. 

All of the replies from the Peim.^ylvania Railroad express the Ixdief that the relief 
department tends to keep members out of lalior organizations, and that it is unfair 
that members should be required to relea-se the conqiany from responsibilty for injury. 
Ndnety-two jier cent of the replies hold that the jirime object of milroad companies 
in operating these departments is to release themselves from liability and to alienate 
their employees from the brotherhoods. 

Th<‘ witness als(j submitted several letters, received from members of the relief 
department on the Baltimore and Ohio and Pennsylvania railroads, confirming tlie 
statements made by the lo<lges of the railroad trainmen. One (»f these letters states 
that IS bile the Baltimore and Ohio Railroad jiromises that members of the relief 
dejiartment reaching the age of 65 years shall be pensioned, the writer’s father, who 
has been employe<l 49 years, is now 71 years old and is told that he can not be given 
a pension because there is not enough money in the fund. (59-68. ) 


CJ. Use of intoxieantM by railway employ een.— Mr. Fitllek states that 
formerly railway employees u.sed intoxicants to a dangerous extent, but that largely 
through the influence ot railway brotherhoods this is no longer the case. (71. ) 

Mr. Anderson, secretary of the Chamljer of (’ommerce of Pittsburg, declares that 
the i)rohibition of the use of intoxicants while on duty is strictly enforced on all the 
larger roads, and also the habitual use of them or the freijuenting of places where 
they are sold. The enforcement of these rules has had a most excellent effect, and 
drunkenness is rare among railroad men, where it was very ctunmon 20 years ago. 


^ H. Labor organizationi.~Mr. Anderson, secretary of the Chamber of 
Commerce of Pittsburg, has lieen an employer of labor nearly all his life and has 
been opiiosed to labor organizations, but he is less opposed to them than he was. 
Within the last half dozen years he has met officers and refiresentatives of such 
Iwdies, and he finds them to be intelligent and not unreasonable. In the recent 
sheet-steel trouble the labor leswiers have showed themselves as intelligent in their 
line of business as the managers of the Carnegie works are in theirs. He has never 
seen a case in which organized labor has asserted itself, and there has been a meet- 
fwo parties, m which the trouble has not lieen brought to a settlement. 
Most 8trik(^, he thinks, could l>e avoided and most differences settled by a friendly 
plan of arbitration and a recognition of labor associations. He does not see any dif- 
ference of principle between consulting the men who are in a workshop directly and 
meeting three or four intelligent men who are their representatives. Five thousand 
^ works cxn not come in a body to the proprietors. The men who con- 
trol the great modern industries do not know their workmen as the smaller employers 
days did and do not know their work or their rights or their wrongs. It 
18 hard to see how the difficulties and the rights of workmen are to be settled bther- 
^ recognizing the right to organize and the right of representation. ( 039 , 
Wo, 049.) 
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I. Arbitration and eonclllatlon In general.— Mr. Greene, of the Audit 
Company of New York, thinks that everyone who is familiar with labor matters 
believes in some organization of labor. It is as necessary as combination of capital. 
At the same time the control of business can not wholly be given over to labor oi^n- 
izations. In Great Britain, for example, trade unions have practically stopped 
improvements in machinery. The witness thinks that the best way to determine 
the conditions of labor is by conciliation between representatives of organized labor 
and of employers. If disputes result in actual cessation of work, arbitration might 
be necessary. It would perhaps be desirable to have labor unions incorporated in 
order that they might be responsible in contracts which they make with employers. 
(474.) 

Mr. Haddock, independent coal operahu*, thinks that compulsory arbitration is 
desirable in the case of labor disputes in which the public interests are deeply 
involved, as in the anthracite coal strike of 1900. Some means ought to be devised 
to settle a difficulty which results in so much loss and inconvenience to the com- 
munity. The witness admits that there is difficulty in establishing compulsory arbi- 
tration. It is hard to compel men to work or to compel employers to run their 
establishments, lie believes that it might be desirable to have trade unions incor- 
porated, HO that they would be resiwnsible in making contracts and in carrying out 
the decisions of arbitrators. (538. ) 

Mr. Walter, president of tlie Lehigh Valley Railroad, believes that effort should 
be made to minimize the amount of friction l)etween employers and employees. He 
thinks that as a general thing labor organization is desirable, and puts the lalwrer in 
a better position to discuss conditions with his employer. The witness is doubtful 
as to the desirability of compulsory arbitration, even in the case of strikes affecting 
such industries as the anthracite coal industry, where the public interests are deeply 
concerned. If there could Ije some arrangement by which the public should protect 
the employers against loss under other conditions, it might be proper to compel the 
employers to regard the interests of the public in their disputes with their working- 
men. (646,547.) 

Mr. Sawaui), of the Goal Trade Journal, declares himself in favor of the arbitration 
of disputes between labor and capital. He does not, however, believe in compulsory 
arbitration. Although the public suffers greatly from strikes in some cases, as in the 
case of the anthracite coal strike, the people directly concerned must tight these mat- 
ters out— they do not want to bring in a third [)arty. The pro])er way to settle the 
conditions of labor is by conference of employers and em})loyees. The witness has 
seen conferences in the coal trade. The operators sit on one side of the table and the 
men on the other side, the table being wide enough so that they can not hit one 
another. At the first session they almost come to blows, at the second session they 
are more sober, and the third time they straighten out their <lisputes. (520. ) 

Mr. Thomas, of the Erie Ihiilroad, thinks that the time has hardly (‘ome when we 
can have compulsory arbitration of labor disputes, even those which greatly affect 
the public, like the anthracite coal strike, with justi(!e to either party. It (‘ertainly 
would be desirable to prevent such serious disputes if it could be done fairly. 
(656,557.) 

Mr. Fleming, of the Anthracite Coal Operators’ Association, declares himself in 
favor of the arbitration of labor disputes, provided both parties are equally responsi- 
ble. He recognizes the right of the public us a party in interest. At the same time, 
compulsion would be undesirable if it could be applied only to the operator. It is 
very difficult to compel the laborer to obey the decision of arbitrators, since he has 
no property. (542.) 

J. Clilneic and Japaneic in California.— Mr. Wheeler says that the 
Chinese question is not especially a live one in California at present. The people 
anticipate no difficulty in securing the reenactment of the exclusion law. It is most 
assuredly desirable that it should be reenacted. The Chinese are not increasing as 
compart with the general population, and the witness even believes that the census 
will show a decrease thro^hout the State, as it certainly will in San Francisco. 
Many Chinese have made a competency and returned to China. Mr. Wheeler does 
not regard the Japanese with the same disfavor as the Chinese. From a commer- 
cial and business standpoint the Chinese are undesirable. They are conservative, 
and continue to wear Chinese clothes and eat Chinese food and to live herded 
together like cattle. Thus they undersell American workingmen. Moreover, they 
send their earnings back to China, and buy much of the merchandise which they 
use from China. The Japanese on the other hand soon adopt American food and 
clothes and create a demand for American goods. The witness has heard some com- 
plaint from labor organizations rerarding them, but from the commercial standpoint 
they are much more satisfactory than the Chinese. (755. ) 
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XVII. labor connected with water transportation. 

A. Ocean and e4>aHtwiie tran§portatlon.--L Navigation Imm andconditim 
of aailora.—Mr. Hayne says that the conditions suggested by Mr. Furuseth ^ of the 
Seamen’s Union, and the proposed law which the seamen themselves dmfted to 
amend the navigation laws for the improvement in personnel of the merchant 
marine do not go any further in the amelioration of the condition of the seamen 
than the regulations of the Merchants and Miners’ (’ompany. He quotes from that 
propose<l law and trom the regulations of the company in support of his statement 
(422,423.) 

Mr. Pen, IE, of the Lake Seamen’s Union, states that the condition of the seamen 
m the coastwise trade is far better than that of those engaged in lake commerce. 
The men generally get watch and watch, and none but competent men are emploved 
The wages are better than on the lakes, the poorest wages being $20 per month some 
years ago. ^ Pacific coast wage.s are $45 wr month, an(i on the 

Atlantic from $2o to $.45 j^r month. The highe.^t wage.s on the lake passenger boats 
for a dec'khand is $.35. The coastwise men work fewer hours, and the loadintr is 
done by longshoremen principally. (408, 409.) 

Mr. Ilavme states that, generally speaking, he believes the regulations of the coast- 
wise vessels are in advance of the navigation laws of tlie United States. (414 ) 

2. I mux of empjogmml on Hhip—ihoAtwisv tranj<por(alion.~Mr, Hayne .states that 
tlH‘ teriiis ot emj)loyment are controlled by what an* known as “sliipiang articles ” 
jire.scribed by Ia\\, in which the contract of emjdoyment is clearly expressed The 
shipping article is in \\riting; it is read over to the men when they sign, and copies 
of It are posted in conspicuous places on shipboard, lie believes the fact that there 
are continued applications for employment on the coastwise ve.s.se]s, while the tramp 
steamers find it necesspy to have agents to secure helj), is an indication that the 
conditions of tin* men in the coastwi.Me trade are bcdter than on the sailing ve.ssel8. 

I nder the lilieral i>olicy of the i.residimt of the Merchants and Miners’ (\)mpanv 
there is a personal .«)licitu<le for the welfare of the men. Men are engaged for the 
voyage at the tune of their tirst signing. They are engaged and paid bv the month, 
riiey ha\e the right to leave at any port, jirovideil they leave immediately after the 
ship IS (locked, llie employer has the right of dismi.'^.sal at the ports. There is a 
cu.stom in coastwise trattii* of gising the men a furlough of a fen' hours at the termi- 
mil cities when the vcwcd lands. _ The shipping articles contain a provision favorable 
to the enij)lovcos that, while without any cause noticv to either ])arty terminates 
the service of any signerat the expiration of any voyage* as pre.scribed in the articles, 
it IS presumed that this provision will not be enforced to tlx* hurt or disadvantage of 
any em ploy (>(>s without go(.)d and .sufficient cause, but that reasonable opportunity 
will be afforded lor return to the port of embarkation.” (41,3-415.) 

3. Sailon' rights and irmrdirs.—Mr. Hayne states that in ca.'^e of an injury to a 

sailor engage! in coastwise tran.s))ortation or of any difference in con.struction of the 
terms of (*nip ,.»yment, th(M*mployee has the right, if the injury occurred on land or 
V V*'f ^ ^ ^ maritime contract, to seek redrms in the State courts 

u.nni 1 i ' ocemred (jii ship, or if the contract was a maritime contract, they 
r, in the state courts, or in the United Statc*s courts in 

n nlu f n omployei's prefer the State courts, because they secure juries there 
S ■ "''I' is Buffui-nt means 

to nr»nl\r tn n «JHph>yecs. Tlic iiicKst coiiimon method among sailors is 

1| ‘ au States district court comini.ssioner, w ho liears the case, and may 

pass It on to the court for a hearing. (416. ) ^ 

company has adopted the ocean 
There i.s some (piestion as to whether that 
^^^torney-Heneral of the United States 
much^liff ^ ‘i ^ vessels of tliis comjiany, how'ever, fare very 

tho vpifi^ ^ prescrilies, Ixicause of the additional amount of suppliwi 

(leal of wblTif i k for their regular passenger traffic, a goc^d 

416.) ^ which 18 not used by the passengers and is turned over to the sailors. (414, 

of'’thf Xrlf ‘'.'""‘■ 7 ^','? ‘''® '*'‘*8® Of the ™rio“9 employees 

to the shin board and accommodation being given 

the ship men m addition: Masters, 1150 to $250 a month; first officera,^$76; 

>8eo Report.^ of Iiidu.striul ConimisHion, Vol. IV, pp. 691 ff. 
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second officers, |65; boatswains, $30; quartermasters, $30; sailors, $25; chief engi- 
neers, $120; first engineers, $76; second engineers, $60; oilers, $40; water tenders, 
$W; firemen, $40; coal passers, $30; stewards, $65 to $70; first cooks, $50 to $60; sec- 
ond cooks, $^; mess men, $20 to $25; waiters, $20 to $25; pantrymen, $20 to $30; 
stewardesses, $18. (417.) ^ ^ . 

Mr. Guillaudeu, president Old Dominion Steamship Company, submitted a table 
of wages for service iii that company showing that the masters of his vessels received 
as much as $200 a month; the cnief engineer, $125; seamen, $25; firemen, $40; and 
various other special classes on a graded scale, ranging down to $15 for deck boys and 
$10 for forward stewardesses and third .cook. The average number of the crew is 60. 
(448.) 

Mr. Pknjk, of the Lake Seamen’s Union, states tliat there is little difference 
between the German and English sailors in respect of wages, the Englisli sailor getting 
a little more money, but the purchasing power of the German’s money is greater. 
In 1881 English wages were about $12.60 ]yer month, and there has been a little 
increase since. The wages in the American coastwise trade are better. The wages 
paid in deep-water traffic in England are £4 (about $20), while the coastwise wages 
Iiere are about $25. The custom in foreign trade is to engage the crew in Europe 
for the round trip, so that the wages are fixed there. Rules and regulations on all 
the ocean vessels are practically the same, although there are some countries—, 
especially Denmark, Germany, and Holland— where the sailors fare better than 
American sailors, even since the passage of the law of 1898. (412. ) 

6. Impection of veMels—^fett/.—Ur. Haynk states that there are two forms of 
inspection of vessels, one by the Government and one by the owner. The lo(!al 
Government hull inspectors and engine an«l boiler insi)^’^^ make an annual 
inspection and their report is kept |)ermanently posted on shipboard. This inspec- 
tion is in great detail. The owners’ inspections include a voyage inspection, a 
departmental inspection, and the ixjriodical docking and general overhauling. The 
most important inspection is the one immediately preceding the voyage, at which 
time all the machinery is turned over and tried, the engines are kept running 15 or 
20 minutes before starting, and all the appliances of every kind an* tested. 

The owners find tliat in constantly keeping the ve.ssels up, there is less deteriora- 
tion; the deterioration would otherwise probably run as high as 10 per cent a year. 
Another condition that makes the owners unusually alert is that if some accident 
should hapiien through any imperfection that might have been discovered by careful 
inspection, all the insurance on the hull and cargo, and every bill of lading issued 
on the cargo, would be vitiated. A ve.ssel that is overloadetl is unsea worth y, and the 
crew have the right to object to going to sea in a vessel that they feel is in an 
improper condition. (417-418. ) 

7. Clams emploned—NatiomliUj.—Mx. Hayne states that, generally speaking, all 
men on shipboard are considered seamen. There is a sulxlivision into officers and 
crew. On the 15 ships of the Merchants and Miners’ Transporhition Company there 
would 1^ about 552 men empIoye<l. The sailors are a shifting class to a certain 
extent, but there is a certain stability in the personnel on the ships. 

Mr. Guillaudeu says that the higher grades of seamen are necessarily American, 
but the lower grades are foreign, largely Scandinavians. Following the sea is not 
attractive to American men in this day, and it is a very difficult thing to get the old line 
of well-trained American seamen. Prizes of high positions are too few, and other 
callings are more inviting. It is a hard thing to find a captain that has had the old 
training. The foreigner who is capable of managing a ship must be naturalized 
before he is eligible to promotion. The Old Dominion Line has only one captain of 
foreign birth, and he nas been au American citizen for a good many years. The 
others were from Maine and Massachusetts, and have come up through efficiency. 
To the average seaman and petty officer the coastwise trade offers greater induce- 
ments than the deep-sea trade, because they can be at home more and have more 
home life. ( 45(M6 1 . ) 

8. Larceny under United States namgation laws.— Mr. Hayne states that the naviga- 
tion laws of the IJnited States fail to provide for larceny committed on shipboard 
within the State. There is a general law touching embezzlement and damage to 
freight and cargo, but it is not broad enough to cover larceny. While the United 
States law specifically embraces larcerv on the high seas and in places within the 
exclusive jurisdiction of the United biates, it does not embraw crimes coramitt^ 
within the jurisdiction of any of the several States. There is great difficulty in 
securing a conviction for such larceny, because of the difficulty of a^ertaining within 
what Stete jurisdiction the offense was committed, and because, if it were committed 
in a jurisdii^on different from the port at which the landing was made, the offender 
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could easily escape before extradition papers could be served upon him. Amin, if 
the offender is tned in the wrong jurisdiction, he would of course escape punitoent 
and would have a right of action for civil damages for false imprisonment. The su^ 
gestion of Mr. Hayne is that the United States statute in respect of larceny (sec. 5366, 
Kev. Stat. ) should be amended so as to embrace “ waters within the maritime juris- 
diction of the United States,” such jurisdiction having been extended by statute to 
all navigable waters within the limits of the United States. (414, 415, 421-425. ) 

Tins witness submitted an additional statement containing a draft for a bill amend- 
ing the law on this subject (823.) 

9. Condition and wages of stevedores—Ur. Hayne says that the Merchants and 
Miners’ Company employs continuously about 1,300 stevedores at the various ports 
touched and pays them by the hour. The stevedores in the South are mostly colored 
men and in tne North white men. He has never known of any strike on the part of 
any of the company’s employees. The company has regular gangs of stevedores and 
the shipmeii are confined to the navigation of the vessel. While in port the ship- 
men are engaged in cleaning up, inspecting, and seeing that the ship is in proper 
trim. The ofiicers are often married men, but the seamen as a rule are not. About 
75 per cent of the force are Americans, coming laigely from New P^ngland. There 
are no colored seamen. (413-417.) 

Mr. Hayne states that the stevedores of the Merchants and Miners’ Transporta- 
tion (/onipany are paid by the hour at prices varying from 15 to 30 cents at the 
various ports. The company finds a regular rate prevailijjg at the several ports, 
wliich he presumes grows out of an understanding among the men, and that rate is 
paid 

The rates at various ports are: Boston, regular time 20 (‘ents an h(xir, overtime 
30; Baltimore, regular time 20, overtime 20; Providence, \6'i to 18«1 for regular time, 
overtime 20 to 25; Norfolk, regular time 15, overtime 15; Newport News, regular 
time 15, overtime 15; Savannah, \1\ to 22 regular time, overtime \1\ to 22; Phila- 
delphia, regular time 20, overtime 20. (415-417.) 

Mr. CuiLi.AUDEC, of the 01<1 Dominion Line, says that at New" York stevedores are 
paid at 25 cents per hour week days and 30 cents an hour on Sundays and holidays. 
At the (diesapeake ports in Virginia the rate runs from 15 to 20 cents an hour. Tliis 
difference is found rairly to reflect the differences in the value of labor and the liv- 
ing conditions between the North and the South. This company does all its own 
work at all the ports. The sea force will not engage in loading and unloading ves- 
sels. (4-18-440.) 

B, Labor on vetiNclM on t lie Ci real Lakcs.—l. Lah’ Seamen^ s Union.— Ur, 
William Pen.je, Secretary <tf the Lake Seamen’s Uni(jn, says that this organization 
numbers about 3,000 seamen on the lakes, or a little more than one-third of the 
number employed there. In the winter time there are four local unions— at Mil- 
waukee, Buffalo, (Cleveland, and (diicago. Jn th(‘ summer months there are local 
organizations at other points, there being no occasion to kec'jithe summer office open 
during the winter time, because the men look out for other employment at that time. 

The dues of tlie organization are 50 cents per month the yi'ar round, and the initia- 
tion fee |i3. There is a death lienefit of |75, payable to representatives of a (i months’ 
inemlxir in good standing, and a shipwreck benefit of $3(). This organization is con- 
nected with the American Federation of Labor through the International Seamen’s 
Union, which includes seamen on the Atlantic ami Pacific oceans and on the lakes. 
The Lake Seamen’s Union paid a per capita tax of 3 cents a month to the Inter- 
national Seamen’s Union. The organization had no strike fund. 

The union has not been recognized by the employers in general, but has been 
recognized by t he schooner owners. The Lake Carriers’ Association, an organization 
of the vessel owners, never recognized the union. The union has no voice and but 
little influence in fixing the rate of wage.s. (400, 401. ) 

2. General character and condUmi of seamen employed on the lakes.—Ur. Pen.ie states 
tliat the seamen on the lakes 10 years ago were more skillful than tho.se of to-day. 
Ten years ago about 90 percent of the men sailing vessels on the lakes could pass the 
examination for the Navy; now he does not suppose over one-fourth of them could 
do so. Many have gone into other callings, such ns bridge building, architectural 
ironwork, or have become gripmen on street railroads, or tanners; tliis is partly on 
account of the hard conditions on the lakes and the invasion of the steamboats, but 
principally because wages have gone down. About 60 per cent of the men employed 
on the sailing vessels are Scandinavians, the others Americans, Irish, English, and 
German, only about 10 per cent being American. He attributes the fact that the 
Scandinavian race predominates to their love of the sea. Some of the Scandinavians 
havealso drifted into the United States Navy, where the conditions are more attractive. 
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The condition of the deck hands has retrograded tremendously in the last 10 years. 
A self-respecting sailor would not under anv circumstances make a passage as a deck 
hand on one of those stumers to-day. The deck hands are so abusea and their 
wages are so low that it is only the worst class of unskilled people who are hard up 
that will take these places. They never stay at it, but when they find what the con- 
ditions are they often get off at the next port, forfeiting their wages. On some of the 
principal lines, for instance, the Western, Erie, and Anchor fines, conditions are 
somewhat l)etter than described, (fuite a number of these men belong to the Lake 
Seamen’s Union, hut the majority of the union men are wlieelsmen and watchmen; 
they do not usually take <leck hands in. The union is not trying hard to organize 
these men, but it realizes that that is the only way in which to l)etter their condi- 
tion. Legislation could not help it. If the calling was respectable they could get a 
IxHter class of men to go into it, and the deck hand would seek to advance to watch- 
man and wheelsman. (401, 402, 403, 411.) 

3. Sit Horn’ food, — Mr. Pen.ie states that on the lake boats very poor provision is 
made for the food of the sailors, 7 cents per meal being allowed for all hands. A 
contract is made with a su])ply agent, and he puts just enough aboard to make the 
Hcheduhxl trip. If a vessel haj)pens to be out longer than her schedule, everybody 
goes hungry. The food consists of meat, i>otatoe8, vegetables, and coffee and tea. 
For the deck hands the food is put in a bowl and handed to them, and “the fii*st 
come is the first served.” The cojistwise trade in that respect is every bit as good 
as the lakes. Although there is a law providing for a specified amouiit of food for 
the men on ocean vessels, it is not always complied with. (409.) 

4. Sailon’ accommoddtiom.— Thin witness states that the accommodations for the 
deck hands on the lakes are of the ver)[ poorest. The men are not clean themselvi's, 
and it would be impossible to keep their quarters clean even if they (lesired to do so, 
as they have no time for such work. Their condition is horrible irom all points of 
view. On some of the old vessels thev have not the required siiace, but there is 
space enough in the more modern ves.sels, though even in them the deck hands’ and 
firemen’s quarters are away down in the fore part of the vessel and are very poor. 
The lake boats provide mattresses and cotton or calico quilts, but they become unlit 
for a human being to use. 

In the coastwise trade the sailor provides his own bedding, and in that respect 
fares poorer than the lake sailors, but the (juarters are clean, liecause the boats an* 
inspected and k'cause there is a different class of men. On tlu* lake vessels the di'ck 
hands’ quarters are nearly always full of vermin. No self-respecting man would be 
a deck hand on the lakes. The master knows that the deck hand will not remain 
longer than he has to, and of coui-se will not clean up any more than is absolutely 
required. The improvement of the sailors’ quarters would depend upon reasonable 
hours and better wages. (409, 410, 411.) 

5. Wagen of nmmen on the taken.— Mr. Fen-je states that the wages paid to the skilled 
seaiiieii on the lakes in 1900 started at about $1.50 and wound u}> at $2.75 per day. 
Ten years ago wages were better, sometimes winding up at $4.50 ))er day at the end 
of the season. A year ago the wages on scht>oneiJ on Lake Michigan wen' $3 {>er 
day. The men are employed between 7 and 8 months in the year, and in manning 
a schooner they would make about |3(K) for the season. The wages on the lakes la^t 
summer for wheelsmen and watchmen were $45 jx'r month, an increase of $10 over 
the previous year. The wages of the deck hands have increased from an average of 
$15 to about $20 jjer month. The deck hand has really taken the place of th6 sailor 
of 10 years before and the wheelsmen and watchmen now are really petty officers. 
(401,402.) 

6. Hours of labor.— Thin witness states that where the Lake Seamen’s Union has con- 
trol, that is, on the schooners, the men labor 12 hours, but on the steamboats the 
men work as much as 30 hours on a stretch— 24 hours at all kinds of labor on the 
deck and steering 6 hours after that. After the 30 hours they get fi hours’ rest and 
again C hours at the wheel. While loading, in most of the lake ports, the deck hamls 
work the longshoreman’s day, W'hich in most cases i.s 10 and 11 hours. Then they 
have to move the vessel and make her fast and pump her out if she leaks. They do 
all of the loading of the schooners and all the shifting of the cargo, in many cases. 
The witness believes there is a pressing necessity for regulation in this matter. 
(403,404.) 

7. Overloading of lake vessels.— Mr . Penje states that it is a well-known fact that the 
smaller vessels on the lakes are nearly always overloaded. He ^ve many instances 
of this, among others submitting a letter from Capt. Henry Leisk, master of the 
steamer P. J. Ra^h, in which he charged that there was reckless overloading in the 
iron-ore trade. The complaints about overloading are usually in the iron-ore trade, 
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because of the weigh! of that sort of cargo. The lai^er vessels can not be overloaded, 
because the depth of the channels between the lakes is not sufficient. There is no 
law at present in regard to overloading vessels. The insurance companies insure 
under a “free-boadd law,” but he does not think it is a United States statute. The 
conii)etition among insurance companies is so keen that tliey are glad enough to get 
the risk and say nothing against overloading. (404, 405. ) 

H. Undermanning o/vembf—Mr. PKNJEasserts that practically all of the vessels, both 
sjiil and steam, on the lakes, are undermanned, and gives many instances in support 
of his statement. He analyzes the carrying capacity of thc.se several vessels, stating 
how many men they carry, and deedares that in practically every instance at least 
twice th(‘ number of men should be employed. The undermanning results in esiw- 
cially hard conditions for the men employed. It is also very un.^^afe, especially in 
case of a storm. In noother country are the men rnjuired to.standatthe wheel more 
than 2 hours, while on the lakes they are required to stand 0 hours, and that, very often, 
after l)eing continuously at work for 24 hours preceding. The custom elsewhere is 2 
hours on and 4 off. He attributes this condition largely to the greed of the owners 
of the vessels. Two of the “fancy” passenger steamers running between Buffalo 
and Superior, carrying from 300 to 400 pas.sengers, have 1 caj)tain, 3 mates, and only 
12 men that are calle<l .seamen. laist year these seamen were paid $.35 per month, 
and the year before $25, which is only $5 more than tin* deck hands get; they are 
not competent men and are called seamen only because they havea uniform (»n. Half 
of them could not save themselves, much less save a passenger, in times of distress. 
Many of the di.'Jasters (Ui the lake.s ('ould be attribut(*d to the failure of the ves.sel.s 
to be properly manned. The majority of the disasters are collisions in the Detroit 
River, where the j)asHage is in some j)lac(*s only 80 feet wide, and they could be 
avoided many times if an additional steering man was on the vessel. (405-408.) 

0. Propomi rcgulationfi.—'Mw Pen.ik states that it is the desire of the hake Seamen’s 
Union to get .‘<ome legi.slation that a vessel .should carry a certain number of elHcient 
seamen, and then give the seamen a certificate of efficiency, as every other country 
does. The certificato might be issued by a (lovernment official, in connection with 
the custom-house, and the men should be examined before the certificate was issiu'd. 
All the meml)ers of the union are examined by the oflicer in charge of the union 
where the men join, and if found sufficient are given a certificate for the capacity in 
which they can serve. (404.) 

10. (ireat Lake ve.m'Is. — Mr. Penme stated that then* are very few’ v(*sse]s on the 
(Ircut Lakes that are wpiare-rigged, most of them being scjuare-rigged on the fore- 
mast only, three-masted schooners ami barges being use<l. In the modern barges 
there is a steam steering gear, and some of them have* an electric motor and furnish 
their oavii electric light, but the number i.s small. In some of the more modern ve.s- 
sels there is a steam f)ower in the shape of a “donkey,” but that very often gets out 
of order. (410.) 

C. Loii{(§liore work— Great Lakea.— 1. Mernational lAmgshoremen'K Am)- 
emfwi,— Mr, B.vrtkr, .secretary-treasurer of the International Longsliorenien’s A.sso- 
ciation, says that this organization was formed in 1892, and was then made up of 
locals of lumber handlers only. In 1893 its puri)oso was enlai^ed t,o include every 
dock worker at all ports in the United States ami Canada, on thi^ seacoast, the lakes, 
and the rivers. He estinjate.s the aggregate membership at 40,000, and the meiulxjr- 
ship on the Creat Lakes at from 20,000 to 25,000. The chief attention of the organi- 
zation has been given to the lakes, Mr. Barter mentions among the workmen that 
are memliers there the loaders and unloaders of coal, ore, grain, salt, and package 
freight, dock hoisters and engineers, dock firemen and marine firemen, and all men 
employed in lumber yards. He does not think that there are more than 1,500 non- 
union men working at these occupations on the Great Lakes. Such as there art^ are 
chiefly at Chicago, Milwaukee, Buffalo, and Duluth. 

The a,s.Hociation holds an annual convention, at wdii(*h each local organization is 
entitled to two delegates, but the delegates cast votes according to the membership they 
represent. The per capita tax paid to the national organization is 5 cents a month. 
Local dues are generally about 50 cents a month, but they are collected in most ports 
oidy for 10 months in the year, and in some cases only for 8 or 9. In some locals, 
where there are sick and death Ix'netits, the dues are collected for 12 months. The 
mti*rnational organization pays no sick or death benefits, but about 20 per cent of 
do- In some cases the weekly sick benefit is $5 and the death benefit 
$100. Greater amwunts are paid in cases of special need. The 6 cents a month paid 
to the international organization goes to its expenses, including the salaries of offi- 
cers and the expenses of attending conferences and conventions. These are consider- 
3U \ ^ ^ number of conferences with employers every year. (307, 
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2. ^^ect of labor orgfanwcrfwn.— Mr. Barter thinks that wages have risen 60 per 
cent Bmce his or^nization was formed; but, besides that, it has effected a creat 
improvement in the character of the men. It has done away with the compulsory 
patrons^ of saloons, which existed under the old stevedore systehi, and it does not 
permit drunkenness. The saloon evil now exists only in Buffalo, Chicago, and Mil- 
waukee, where the organization has not yet been able to abolish it. In many ports 
the union fines a man if he gets drunk, and does not let him work until the fine is 
paid. In many ports the union forbids taking liquOr on board a vessel during work- 
ing hours. The enforcement of these rules gives no trouble. The majority of the 
men are determined that tenqierance rules shall prevail. This is partly from the 
desire to make it an occupation for respectable men to follow, and it is partly a mat- 
ter of business prudence. The men work in gangs, and if one shirks either the work 
of the gang is interfered with or his work has to be done by his mates. If a man is 
incapable of working properly because of the influence of liquor, his mates want him 
removed and another man put in his place. There has been a very marked change 
in the character of the longshoremen under the influence of the organization. Under 
the stevedore system competition Ix'tween contracting stevedores was often carried 
on by physical force. A stevedore backed by a strapping band of fighters would 
drive away the stevedore with weaker followers, and ultimately secure a monopoly of 
the business. The men were forced to become brutes or be kicked off the docks and 
kicked to pieces. With the growth of the organization and closer touch with the 
employers “ our brains have taken hold instead of muscle, and the conservative man, 
the man who had some business ideas, has been forced to the front.” (.310-312, 316. ) 

3. Strikes of longshoremen.— IS/ir. Barter savs that this organization has no defense 
or strike fund, and that none of its locals has ever had to ask financial assistance 
during a strike except in one case. That case was that of the Buffalo freight hand- 
lers in 1900. In the Buffalo strike of 1899 there was no appeal for funds. The 
organization does not have many strikes, and has never made an assessment. (307. ) 

Mr. Barter says that there used to be perhaps a strike a day at the docks of the 
large cities on the lakes. The effect of the policy of the organization has )>een practi- 
cally to do away with strikes. The international officers always prevent strikes if 
possible. (316.) 

Mr. Bartc'r gives an account of the Buffalo freight handlers’ strike of 1899. He 
says that the handling of freight was done there under contract, and in .January, 
1899, there was a change of contractors. The old contractor hail paid the meira 
certain sum for unloading the boats, which was supposed to be equally divided 
among the men. The new contractor tried to introduce a system of timework. The 
men struck and demanded the abolition of the contract system, and the giving of 
the work directly to the men. The strongest reason for demanding the abolition of 
contractors was the saloon system. Most of the stevedores, or freight-handling con- 
tractors on the lakes, used to own saloons. The men complained that unless they 
patronized the saloons freely they could not get employment. The strike was con- 
ducted in an honorable w'ay by the men, with no attempts at violence. Some 
violence was attempted, but not by members of tlie organization. Mr. Barter thinks 
that no union man was arrested for violence. The Lake Carriers’ Association pro- 
posed to become a party to the agreement between the freight handlers and the 
contractors, and see that it was carried out to the letter. Mr. Barter thinks that 
they even ^reed to pay 5 cents more than the men had received the year liefore. 
The men still refused, demanding that the contract be let directly to them. This the 
lake carriers could not do because of their existing aCTeement with the contractors. 
In the end, however, the men got all they contended for except the direct contract 
with the lake carriers. (308.) 

4. Agreements mih employers — Arbitration. — Mr. Barter says that the Longshore- 
men’s Association has a general agreement with the Dock Managers’ Association, repre- 
senting men interested in unloading iron ore at the ports of Sandusky, Lorain, Huron, 
Cleveland, Fairport, Conneaiit, Ashtabula, Toledo, Buffalo, and Erie. The first 
agreement with them was made on March 15, 1900. In December, 1900, an agreement 
was made for the loading on cars during the winter of ore piled on the docks. This 
agr^nient provides that if any work comes up which is not specifically provided 
for in the contract, the men shall perform it, and the pay for it shall be aetermined 
between the representatives of the local organization ana the dock managers, and in 
the event of disagreement shall be arbitrated. In case of any controversy there is a 
provision for setUement, first, if possible, by representatives of the dock managers 
and the representatives of the local organization. If they can nol agree, they are to 
choose a (usinterested man, who, with them, shall form a board of arbitration. If 
they can not agree on a third man, each of them is to choose a disinterested man, and 
the two so chosen are to choose a third, and, with him, to form the board of arbitration. 
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It has been necessary actually to resort to the arbitration clause only once. In all 
other cases every question has been settled by negotiation between representatives of 

The ^reSient provides that the men shall continue to work under all circum- 
stances pending arbitration. This has always been strictly adhered to, except in one 
case. Jn thatcasethemen hadnot yet become thoroughly acquainted with thecontract. 
It was not possible to educate 10,000 men on all these points at once, A disagree- 
ment arose at Conneautand the superintendent telegraphed Mr. Barter. Mr. Barter 
went there and explainetl the conditions of the agreement to the men and they 
immediately went to work. 

Mr. Barter has found the operation of these agreements most satisfactory. The 
employers are always ready to meet a committee of the men and listen toany grievance 
or complaint. The relations between the two sides are entirely satisfactory, and Mr. 
Barter thinks that these agreements are the solution of the labor question. (312-316. ) 

5. Dtrecl conirarh of hih-freight handlers.— Mr . Barter says that his organization 
deals directly with tlie various persons who have freight to load and unload, the 
transportation agencies, and the dock managers. In some ports the men work in 
gangs, and the gangs take turns in employment, one taking one boat and another 
the next. When a boat is loade<l or unloaded, the foremen and some members of 
the gang see the bills of lading, figure out what is coming to them, collect the money, 
and divide it among all the men who have done the work, (310, ) 

The ]>ake Carriers’ Association has never taken up the question of any particular 
contract except the Buffalo contract. The Ijonmhoremen’s Association nas done 
laisincss since 1S08 with members of the Lake Carriera’ Union as dock managers, 
and this means oriietically the lake carriers. The contracts are always signed on the 
part of the men oy representatives of the international oi^anization. The local union 
IS, of course, also a party to the contracts, and is <lirectly interested in the making and 
inforcemeiit of them. The other parties to the <*ontracts are sometimes the dork 
managers, sometimes tlie local earners, sometimes, as to package freight, the 8Ui)er- 
intendents of the freight docks of the different railroads. 

Mr. (Ainiiors, the man who has the freight-handling contract in Buffalo, still oper- 
ates to some extent in Afihvaukee and Chicago. In those cities there is competition 
in the stevedore system, and he does not have all the docks. There is no organiza- 
tion of freight handlers in (liicago. There is an organization in Milwaukee, and Mr. 
Barter understands that Mr. Conners pays the same wages that are demanded by 
the organization. The contracts are let annuall\^ (309. ) 

Mr. Barter .says that hi.s organization practically controls all the unloading of iron- • 
ore boats, and t)ie loading and unloading of coal and of lumber. He believes that 
all fair-minded employers on the lakes would prefer to deal with the organization 
rather than to return to the old system. He has lived on the water all his life and 
he has never seen boats given the dispatch they have had the last season. This is of 
great importance, especially in view of the com|)etition of the railroads. Under the 
present system every individual workman is practically a contractor and is interested 
in the loading and unloading of boats, and is also interested both in the question of 
disjiatch and in the (juestioii of freight rates. Freight rates regulate the wage rate to 
a very large extent. The men are learning that they must not try to lift their wage 
rate excessively or it will drive the traffic to the railroads. (313, 314.) 

6. Wages of longshoremen.— Mr. Barter gives in considerable detail the wages paid 
to different classes of workers on the (ir(*at I^akes. Among them are the following: 
Coal trimming— that is, loading— 60 cents an hour for a 12-nour workday; fueling, ^9 
cents an hour for any number of hours; lumber loading and unloading, 50 ceiite an 
hour; grain scoopers— that is, unloaders — 60 cents an hour; grain trimmers — that is, 
loaders~60 cents and upward; marine package freight handlers, 30 cents an hour, 
working 10 and 12 hours, and sometimes 24 hours at a stretch; hoisters, |80a month, 
and engineers $85 a month, from May 1 to December 15; marine firemen, $45 a 
ni(tnth during the navigation season. In some cases time and a half is paid for Sun- 
day work. Several of these rates are average rates from which there is considerable 
variation. Mr. Barter thinks wages are 50 |)er cent higher than they were before 
his organization obtained control of the ports. 

Mr. Barter explains that the grain trimmer or loader has rather more dusty work 
1^1 the Bcooper or un loader, but either kind of work is one which a man can not 
st^d many years. These men do not live to be old. (310, 311.1 

says that the introduction of a uniform wage rate for the unloading of 
ore watsat the several lake ports has been advantageous to the business. “One 
dock manager is not in sharp competition with another dock man^r, because the 
wage rate now is the same in all the Lake Erie ports.” An effort is now on foot to 
secure a uniform scale for unloading lumber. Such a scale is likely to be established— ■ 
perhaps a sliding scale based on the freight rate. (316, ) 
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The question of a sliding scale for the handling of lumber, to dewnd uwn the 
freight rate, is under discussion, and he thinks his organization will be willing to 
consent to it. (315. ) 

7. Nationality of long8hormen.-~Mr. Barter says that the Irish- Americans were for- 

merly predominant in longshoremen’s work on the Great Lakes, but that many of 
them became disgusted during the troubles in the lake portw and looked for other 
occupations. In the younger element that is coming in Americans are a factor, 
though very few young Americans worked on the lakes under the old system. In 
ore-receiving ports there are many nationalities, such as Italians, Finns, llunns, Sla- 
vonians, Pofes, and Germans. (310,311.) .1 XU 1 j 

8. Winter oc.mmiion8 of lonq!ih(yremen—M.Y. Barter says that the closed season of 
navigation on the Great lAkea usually covers December, January, February, and 
March, but sometimes begins in the middle of November and sometimes does not 
end till May. The organization has now got an agn.'ement covering the iron-ore 
ports whereby about 10,000 members will be kept at work in the winter, in the Min- 
nesota, Wisconsin, and upper Michigan ports. Many of the men go into the woods 
and work at lumbering. In the cities, however, the men have become accustomed to 
save enough during the summer to live on during the winter without doing anything. 
Often they buy coal and flour and other provisions for the winter at wholesale. In 
the summer they often do not have much time to see their homes. In the winter 
they can see their families. Ten years ajjo not 20 per cent were married, but now 90 
per cent are married and are raising families. (317.) 

D. Labor in iniMiiiHNippi River fraffle.— IVIr. Bryant states that the offi- 
cers on the Mississippi River boats are white men, but the laborers usually negroes. 
Whites could not stand the work, especially as the weather is usually very hot. The 
negro has to be paid pretty high for it. On the upper rivers, where the traffic is 
somewhat different, there are sonic niixe<l crews, Init mostly negro crews. On the 
lower river in the packet trade the pay is from $40 to $1 10“ per month and lioard. 
The labor is not steady and very few boats ever go out with the same crew twice. 
The “roustabout” cares nothing about saving money or having a home or family, 
and has no moral obligations. The most of them lose much of their wages in gambling. 
The steamboat men are very anxious to improie the condition of these laborers, })ut 
find they can not do it. The roustabouts are all strong, vigorous young fellows. 

The steamboats provide mess rooms to eat in, and tin jians, knives, forks, and 
cups, but the men would much rather have the food brought on in a dish paniiml put 
on deck, and take it in their hands and eat it. Places are'provided for them to sleep, 
but they never go there, because they want to hide from the mati‘ when they make a 
landing and dodge the work. In cold or rainy weather they sometimes go dow’ii umier- 
neath the boilers and sleep there. These roustabouts, when on shore', mostly go to 
what are called “barrel houses,” where liquor is sold, and where there are dance 
halls, crap games, etc. The officers often go to these- barrel houses to find a crew. 

Attempts have been made to organize these laborers into a union, but they w'ero 
only partially successful. The negroes, however, seem to stand together, anil w^hen 
a boat is ready to ship their demands for wages must be met before they will join 
the crew. (395-397.) 

Mr. Bryant states also that Italian laborers have been tried on the Mississippi 
River boats in two instances, but they were not found to be equal to the lieavv work; 
moreover, they could not speak the English language. The wages paid the Italians 
were $60 per month and board. The Italian fruit men employ none hut Italian labor 
on boats. (397. ) 

Labor in New Orlmm. — Mr. Bryant stated that tlie stevedore labor in New Orleans 
up to recently had been mostly white, but now the negro is making inroads into 
that employment, and they work cheaper; that that is steady labor, and the men 
work in the same gangs and form a very close corporation. (397. ) 

XVni.— CORPORATIONS AND COMBINATIONS GENERALLY. 

A. Capltal^atlon and promotion of corporatloni (sec also Capi- 
talization of Railroads,, p. lvix.1 — 1. Capitalizaiion of corporatirm. — Mr. Greene, of 
the Audit Company of New York, thinks that the overcapitalization of railroads ^nd 
industrial corporations has many incidental evils, but he doubts whether it is possi- 
ble to check them by legislation. He thinks that if it were possible to require more 
satisfactory statements as to the value of assets, etc., in the inauguration of corpora- 
tions, the motive for overcapitalization would lamely be removed. (See summary 
of Mr. Greene’s evidence as to promotion and nublicity, p. cclxxiv.) 

Mr. Greene does not think, however, that iiuiustrial combinations and other cor- 
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pomtionfl are overcapitalized to aa great an extent aa is commonly believed. He says 
it iii tiie universal opinion of manufacturers and business men engaged in enterprises 
involving risk tliat they must hope for a profit of 12 or 13 per cent on the actual inveat- 
luont, in view of the risks. Otherwise it would be better for them to lend out their 
money on bonds or mortgages. Consequently, when the owner of a plant proposes 
to put it into a corporation, he finds that he must capitalize it at more than the value 
of the tangible assets. For example, a man owns a mill worth |100,000, tangible 
pror)erty. A normal rate of profit on the business is $12,000. Bonds can be issued 
to the amount of $100,000, bearing 6 per cent interest. This leaves a balance of $6,000 
of annual earnings, which can be capitalizeil in stocks. This half of the earnings is, 
of course, less ce^in than the first half. There are some people who prefer to inve.st 
at low interest with a certainty of return. Th^ will buy the bonds. Others an^ 
willing to take more risk, and will buy stocks. The stocks issued in such an instance 
as this are frequently called water, but this is scarcely a correct description of them. 

Mr. Oreene says further that the extra $100,000 of stock in a case of this sort may 
be prowrly treated as a capitalization of good will, while the first $100,000, repre- 
sented by bonds or preferred stock, stands for the tangible value of the plant. The 
witness believes that it is perfectly proper to treat good will as an asset of the coni- 
pany if it is accurately valued. At the same time it would be proper arrounting and 
proper policy to distinguish clearly between tangible assets and good will. The 
easiest way m the inauguration of a coriwration would be to have the property 
appraised by expert accountants. This would show so much for the plant, so much 
for accounts receivable, cash, material on hand, etc. The total of the tangible assets 
could properly enough be repre.sented by bonds and stocks, or the plant proper might 
be represented liy bonds and the current assets by preferred stocks. Tne difference 
between this amount and the total cajiitalization would lie good will, in the form of 
common stock. 

Mr. Greene says that the value of good will is very frequently e.'^timated on the basis 
of the profits wliich have been made from the business during a series of years and 
also on the basis of future expectoil profits. Capitalizing it really amounts to a cap- 
italization of earning capacity. The cost of promotion of a corporation is ordinarily 
added to the common stock, not being distinguished in the accounts from the cost of 
property. (476, 486, 490, 491.) 

Mr. (jreene declares that, in his judgment, it wouhl be better business for a cor- 
poration having a high earning capacity to increase its dividends, rathiT than to 
water its stock. This would certainly be to the interest of the public; but since the 
people are jealous of high dividends, the owners of corporations have thought that 
they were compelled to increase capitalization in case of higher earnings, so that the 
rate of dividend should be about the same as before. The fact that people think that 
they are swindled if a corporation pays more than (> per cent dividends is too power- 
ful for the theory of proper accounting. 

Sti 11 another reason leading to increase of capitalization of corporations is the psycho- 
logical fact that people will pay more proportionately for a stock bearing hjw divi- 
dends than for one bearing high dividends. If a company pays 10 i)er cent on its 
stock, shares of the par value of $100 will j)robably be worth about $150 in the mar- 
ket. If the number of shares is doubled, .so that they pay 5 per cent, the shares will 
probably sell for $90 each, or at the rate of $180 for the former one share which sold 
for $150. The same attitude tow^ard the value of securities is found in Great Britain 
as in the United States. (486, 489. ) 

2, of cajiitalization — Stocks v. bonds. — Mr. Rice, an officer of various comora- 
tions, says that it seems to him a matter of indifference how large the capital of a 
corporation is, provided it is not in the form of bonds. If a corporation issues 
$16,000,000 of stock in $100 shares which .sell at $10 a share, it is practically the 
^me aa if it has issued 160,000 shares at a par value of $10 each. So long as there 
is no question of public policy or the jirotection of the public against excessive 
charges, it makes no difference about the capitalization. The value of railroad prop- 
erties, for example, continally fluctuates, although their capitalization remains 
unchanged. 

On the other hand, Mr. Rice asserts, the undue increase of bonds is a danger to 
corporations and to the general financial condition of the country. Stock has no 
claim on earnings which can be forced. If a company has a lar^e bond issue it ^ets 
on well ^ long as business is prosperous and interest can be paid, but if there is a 
^tback in business the corporation goes into bankruptcy and the country may get 
into a chaotic state such as existed in 1893 and 1894. The dangers of panics would 
be much less if the landed indebtedness of railroads and industrial companies were 
Rmall. (735, 740.) 

16 a xvm 
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3. Publicity in connection with momotwn of corporatiom.—HAr. Greene says that 
somewhat more than at present snould be done, by legislation or otherwise, to pro- 
tect investors in corporations, especially in connection with prospectuses and pro- 
paotion at the outset. Some such regulations would do much to prevent overcapital- 
i^tion. He thinks, however, that the requirement of greater publicity in these 
directions should be accompanietl by liberal provisions in l^ehalf of corporations. 
On the whole, the witness is inclined to favor the ador)tion of such regulations as 
are found in the English law, which make the pereons who issue prospectuses respon- 
sible as to anv misrepresentations in the statements made. 

The difficulty of requiring such statements by legislation is that the information 
which is necessary varies in each case, and the establishment of definite rules is very 
difficult. The need of publicity is especially great in the case of the newer and 
larger companies. 

Mr. (jtreene thinks, however, that the necessity for legislation in this direction is 
greatly rwluced by the precautions which busineRs men themselves have been forced 
to take against reckless investments. Wall Street has had some bitter experiences 
lately. This was particularly true as regards some of the industrial combinations 
whose stocks were floated in 1899, and which now are (piotedat very low prices. It 
is difficult now to float a combination in Wall Street except on the most conservative 
basis. Moreover, the various banking houses which are connected with the pro- 
moting of corporations are becoming more and more careful regarding the nature of 
the enterprises, A reputable banking house has so many business interests to safe- 
guaixl that it can not afford to promote a corporation which is not on a sound basis. 
Banking houses must protect their own reputations if thev wish to continue a suc- 
cessful business. 

The rules of the New York Stock Exchange, and of other exchanges, also recpiire 
a certain amount of information at the time when corporations are listed for stock 
dealings. An audit by a responsible auditing company Is usually required. 

The result of these methoas is that the problem of fraudulent ])romotions is grad- 
ually Mng solved in Wall street without legislation. At the same time, legislation 
crystallizing business customs, and the rules of the companies and stock exchanges 
might prove advantageous. (470, 477, 482, 483, 491.) 

4. Expeiwee of promollon.—Mr. Greene Isdi.spo.sed to favor greater publicity in con- 
nection with the promotion of enterprises, Ile<loes not think it imperative tlmt the 
cost of promotion itself and the expen!?es of organization should be stated in detail in 
the accounts of the corporation. It is the practice to iiudude cost of promotion with 
the total cost of the profM^rty. Over against the cost of prop(>rty are then set the 
tangible assets and intangible assets, including good will. ( V)st of promotion would 
1)0 representtHi by the stocks issued for goo<l will. As a matter of fact, capitalization 
IS usually based on the supposed earning power and the cost of promotion is taken 
out of that. The ordinary method of promotion is for the promoter to buy the prop- 
erty for whatever price he can, and then to recapitalize it on the sui)posed liasis of 
earning power and sell thestock for whatever investors will give, the difference being 
his profits. The expense of underwriting is ofton treated separately as part of organ- 
ization expenses. It is not esiiecially necessary to divide the item of good will as a 
part of the assets so as to show the pay of promoters. If a property is bought for 
160 and sold for $100 it makes little dinerence how much the promoter made if the 
property is r(*ally worth $100. Ofton tho combination itself so increases the value of 
property that there is no connection between the new value and the total values of 
the previous plants. It is true, however, that in certain cases people are deceived 
into believing that properties were originally worth more than was actually the t;ase 
and they would know bettor if the profits of promoters and underwriters were stated’ 
(491,494.) 

Mr. Rice, who has been connected with the promotion of various companies based 
on patents, declares that it is very difficult to ascertain the actual cost of promotion 
or to judge as to the fairness of the payments for promotion. Most men who obtain 
stock lor promotion are expected also to render services for a long time after the start- 
up of the corporation. In the case of the development of a patent there are great 
differences in the quality of the inventions, the difficulty of raising money, the risk 
mvolv^, etc. The owner of the patent in proposing to a capitalist or promoter to 
furnish money to develop it would be willing to pay comparatively little if the article 
were already purely established and paying a large profit, while if a considerable 
amount of capital had to bo secured, with much effort in obtaining it, he would be 
willing to pay more to the promoter. ( 736. ) 

B* Exploitation of patents.— l. General methods— (kpUalizaiton.~MT. I. L. 
Rice states that he is president of a number of companies engaged in developing 
inventions based on patents, such as the Electric Boating Company; the Consolidate 
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Equipment Compaq, which produces electricity for lighting trains from the motion 
of the wheels; the Consolidate Rubber Tire Company, and the Casein Company of 
America. The witness declares that he is not a promoter in the technical sense, but 
that he takes up these inventions with the intention of developing them, and not of 
maniiMilating stock or making profits by selling out. The new invention, as a rule, 
is taken up 'before any tangible plant exists, and the plant has to be created out of 
the capital which is subscribed. The witness has a number of friends who have con- 
fidence in his judgment and who will subscribe for preferred stock, the witness usually 
making the largest subscription. The working capital is obtained by the cash paid 
for preferred stock, while the value of the patents themselves is capitalized in common 
stock. The capitalization of the patent is based on the profits which it is expected 
to pay. There is very great uncertainty in developing patents. Out of more than 
673,000 patents which have been issued the witness dries not suppose that 10,000 
have ever made any money. Investing in such an enterprise is like investing in a 
mine — the investor does not know what it is worth, but he capitalizes it at what he 
thinks it will probably be worth. There are always some classes of people who prefer 
only safe investments, but others are willing to risk their money in an enterprise of 
this sort, and the only thing that makes progr(‘ss is the risking of money in pushing 
new inventions. Most inventions with which the witness has been eonnectm have 
proved of very great value. (732, 733. ) 

2. Pntmt monopohV.'f.— Mr. Rice, president of the Consolidated Rubber Tire Com- 
pany, says that the stockholder of that company hope that it is a monopoly, and 
that its patents will be sustained by the United States courts. An enormous price 
w'as paid for them on the understanding that they already constituted a monopoly. 
“Monopoly has a dreadful sound,” but this species of monopoly is guaranteed by 
the United Stales ( Constitution, and it brings millions of dollars to the people of the 
entire country. The invention of rubber tires for carriages has stimulated the car- 
riage industry. The justification fora temporary monopoly is the great hazard of 
developing the inventions. It not only requires a great deal of effort and money to 
start the business successfully, but the moment the articldis put on the market many 
others begin to make the same thing, either claiming that it is not patentable, dr 
changing the details in souk minor fashion and claiming there is no infringement. 
(734.) 

3. (himlldated Tluhhn Tin Compantf. —Mr. Rk’e, who is president of the Consoli- 
dated Hubber Tire Company, says that this company controls the patents for the 
Kelly or Crant tires, which are used chiefly on carriages and other vehicles. The 
company is soinew'hat different from others organized by Mr. Rice for the develop- 
ment of patented articles, because at the time it was formed the tires w'ere already 
being very widely used, and the i)atent had an enormous value. The company was 
capitalized at $8,(X)0,()0fl, which was supposed to cover the value of the patents and 
of the existing business. Of this $4,0(K),000 was in preferred stock and $4,(XX),0(X) in 
common. There had been litigation regarding the validity of the patents, and it had 
been sustained in various plac’es, so that a large number of other companies, wdiich 
had been started, w'ent out of business, and the Rubber Tire Company fell heir to 
their business. It was not a consolidation of companies in the ordinary sense. At 
the time the corporation was started the preferred stock was i.'^sued at about par, and 
the common stock at about fiO. Soon after there was further litigation regarding the 
patents, and the stock has now fallen so that the iireferred stands about 80, although 
it paid 6 per cent dividends in 1900, while the common is <pioted at about 5. There 
is no donl)t that the stock could not have been sold in the first place if people had 
imagined that there would be such a decline. The company hopes that its patents 
will be generally sustained, and in that case it will have almost entire control of the 
manufacture of tires. It owns a plant at Akron, Ohio, and there are a large number 
of licensees who pay rovalty. (738, 734.] 

Mr. Rice says that there is no monopoly of the supply of raw nibber, although 
there may, perhaps, in the future be an attempt to corner it. The largest supply of 
nibber comes from South America, and this is of the best quality. The output of 
Para and Manaos for 19()0 was 61,022,585 pounds, of which the United States took 
27,413,460 pounds. (735.) 

C. Publicity of corporations.— 1. General demrahUiiy.— Mr. Greene, of the 
Audit Company of New York, does not favor undue rejtulations of the methods of 
busint^ of corporations. For example, such a provision as exists in Germany, 
requiring that it the accounts show that some of the company's capital will be lostj a 
meeting of the shareholders shall be called immediateiy> or that if the liabilities 
appear to exceed the assets, bankruptcy proceedings shall at once be instituted, 
would not be suited to American conditions. It would be unwise to hamper the 
great captains of industry to any unreasonable extent. (492. ) 
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Mr. Greene thinks, however, that a f?reater degree of publicity of the accounts of 
corporations than now exists is desirable within proper limits. In his judgment 
most merchants, manufacturers, and corpomtion officers in this country are honest. 
In some instances, however, through ignorance, they make statements which are 
not, commercially speaking, i-orrect, although they may show the actual figures. 
There could be no harm, for the protection of investore and of the general public, in 
requiring publicity of the essential facts. One essential fact which should be demon- 
strated would be the real profits made. In the case of industrial (combinations the 
existence of large profits would then tend to promote competition. If the corporal ions 
are guilty of any erroneous practices the people will find it out by such publicity. 
The witness believ(‘s that the American people wdll deal justly with the corporations 
if they know the facts regarding them. 

Mr. VVoooLoc’K, railroacl editor of the Wall Street Journal, believes that if legisla- 
tion could be enacted requiring (\‘rtain reports at the inauguration of corporations, 
and annually thereafter, it would be desirable. Railroads are no longer much at 
fault in this regard, but the industrial combinations ought to be compelled to report 
as fully as the railroads do. (460.) 

Mr. Rick, president of the Consolidated Rubber Tire Company, says that on gen- 
eral principles a corporation should furnish accounts to the stockholders and the 
public as S(K)n as it is oiu;e on an earning basis. In the case of companies still strug- 
gling in the developing stage, publication of aci'ounts would be misleading and would 
frigliten stockholders and investors. The witn(‘ss does not know that the laws of 
any State re<piire publicity as to the cost of riromotion of coriiorations, and seems to 
question whether it would be wise to do so, because the costs of promotion must nec- 
essarily differ so greatly, according to tlm companies. (736.) 

2. LlmitationH—Expni aadit.—On the other hand, says Mr. Cueene, in the case of 
some classes of corporations, undue publicity would be undesirable. When a busi- 
ness formerly conducted by a partnership is turned into a (orporatiori its real char- 
acter is not changi'd. No one asks a [lartnership to give information which will help 
its competitors, and a corporation should not bt‘ asked to do so. Rveri the share- 
holders m some instances (mght not to be given all the information as to the opera- 
tions of the ("ornpany. I f this were done compel itors could become shareholders and 
get inside information whicli would nwnlt in si'Hous injury. Sliareliolders arc con- 
tinually changing and have little knowledge as to what information (jan i)ropcrly he 
made public. 

As a protection to sharehokh^rs and investors in the ca.so of ('orporations whose 
accounts, for the reasons sugg(‘sted, ought not to he published in detail, Mr. Greene 
suggests that ejqiert j)rof(‘ssional auditors should be em[)loye(l from time to time to 
examine the affairs of the (‘orporations, audit their accounts, and certify officially 
whether apparent earnings were real earnings and whether the corporation was in a 
sound condition. The gt*neral results of .‘^uch examinations should be stated without 
details. The Audit Oompany of New York, with which Mr. Greene is conneiited, 
is frequently called upon to make su(‘b examinations as he suggests. It examined 
the Pressed Steel Car Company, which has recently been issuing mortgage notes to 
the amount of 1600. This company guarantees that it will have on hand at all times 
certain things as a safeguard to investors, and it has appointed the audit company 
to ascertain froin time to time whether this requirement is carried out. 

The witness implies that some legal requirement of a proper amount of publicity 
on the part of industiial corporations as w(dl as railroad corporations might ^ 
advantageous. He does not think that at present the Federal Government should 
undertake to regulab‘ the accounts of any but transportation companies. 

Mr. Greene explains the differen(‘e between an audit and an examination of a cor- 
poration. An audit has to do wuth the books of the corporation as they stand. An 
examination goes into tlie affairs of the corporation to find out whether the figures 
on the books represent commercial facts. “ The most dangerous set of books I ever 
in my life were absolutely correct, hut they did not represent the facts.” Thus 
in the case vif a railroad company it is not customary to keep maintenance and depre- 
ciation accounts. If the railroad company wishes to make its earnings appear large 
it step repairing cars and keeping up its system. The books would read all 
right, but only an examination of the affairs of the oompany would show its true 
condition. (479, 482, 492. ) 

3. Proper items of public aceounts.~Mr. Greene discusses the general items which 
should be stated in the reports of corporations given to the piiblic, especially such 
as should be prepared by expert auditors in accordance with his suggestions above 
summarized. The leading items would be as follows: 

(1) Cost of property, including or not including good will, as the custom of the 
company might be. ( For Mr. Greene’s discussion of good will see p. — . ) 
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(2) Tangible assets, either in one lump or subdivided. There are times in the his- 
tory of industrial companies when it would be a serious drawback to have to give 
information as to tangible assets. For instance, it would be undesirable at times to 
state the amount of raw material in stock or the finished product on hand. 

(3) The capitalization of the company, subdivided according to different classes. 

(4) Debts of the company, either m one sum or subdivided. It would not be desir- 
able in some cases to show the different elements of indebtedness. The company 
may borrow large amounts of money from banks while it owes only small amounte 
for material. It might (jreate discussion as to the credit of the corporation if this 
fact were known. At another time in the same ^ear a large part of the com})ariy’8 
indebtedness might be for goods purchased, and its indebtedness to the bank small. 
Such matters would affect the investors and should be stated or not as circumstances 
directed. 

(5) Surplus of the company, profits and losses, etc. 

(6) Depreciation ( f plant. In the judgment of Mr. Greene this should be as much 
a charge on the business as money paid for labor. The difficulty is to determine 
what should be a proper amount to charge for depreciation. In some instances the 
amount should be accumulated a.s a reserve fund actually set aside. In other instances 
it would be better to reinvest the reserve fund in the plant directly. It would be 
foolish for a company to set aside a reserve fund, receiving 2 per cent interest, while 
it is borrowing money at a higher rate of interest for construction purposes. (492, 
498.) 

4. Stock exchange control of Mr. Gkkene, of the Audit Company of New 

York„ says that the New York Stock Exchange recpiires a reasonably thorough 
examination of the affairs of corporations at the time when they seek to be listed 
on the exchange. It has been often suggested that the stock exchange should also 
reijuire annual reports from li.sted corporations, with proper auditingof their accounts. 
The objection is that the stock excdiange is not intended to pass on the solvency of 
corporations or to determine the value of their stocks. (479, 483.) 

D. of minority NtockliolderN and of Mtoekliolders itener- 

ally.— Mr, Greene, of the Audit Comi»any of New York, does not think that the 
lights of minority stockholders are likely to be abused. The courts are more and 
mor(' disposed to protect them. In general the interests of the majority stockhold- 
ers do not differ from tluw of the minority. The directors are supposed to be really 
representative. That theory is not always carried out, however. 

Mr. Greene thinks that there is great advantage in the American principleof giving 
the directors of corporations, especially the president and 2 or 3 leading officers, the 
main governing [)ower. It would be unwise to have dividends declareil and business 
transactcfl by actual meetings of the stockholders, as is common in Great Britain. 
In this (‘ountry husiness men are so much occupied that they can not give time as 
directors to manage the details of business, so that much must be left to the few offi- 
cers. In foreign countries there are more men who are at liberty to attend numer- 
ous meetings of directors. American business men are willing to take individual 
responsibility, even to take action w'thout the approval of directors in the expectation 
of future apt>rovaI, while English and German bu.siness men hesitate to take such 
responsibility. Tlie American policy is more advantageous. 

iA8i» of .stockholders. — Mr. Greene thinks that it is the custom of all large corpora- 
tions just before the annual election to send out blank proxies all over the country. 
Only in this way could elections Ixi carried on. The witness does not think that m 
general there is any injustice to minority stockholders or any difficulty on the part 
of stockholders in ascertaining who are the other stockholders. It is not often possi- 
ble for a few persons managing a corporation to continue in control without holding 
or having the support of a majority of the stock. The stockholder can generally 
get all the information he needs if he takes the right way about it, although the 
witness declines to express an opinion as h) whether the law is always sufficient, since 
he is not a lawyer himself. The objection which the corporations have to granting 
undue access to their books arisc*s from the fact that competitors and othere some- 
times buy a small number of sh^lres of stock for the sake or getting information, and 
take advantage of it in one way or another. There are many people who make a 
business of trying to obstruct something in order that they may be bought off. At 
the same time, if there were some safeguards in this direction, and esjiecially to pre- 
vent outsiders getting information as to financial matters, there would be little objec- 
tion on the part of corporations to a requirement of greater publicity of their stock 
books, or to a requirement that the names and addresses of all shareholders should 
be furnished to all shareholders before each annual election. 
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Mr. Greene does not think that the New Jersey laws regarding stock books are 
violated or that it is impossible for a stockholder to get the names of other stock- 
holders. There may be cases where the books of corporations organized in New Jer- 
sey are not kept there, but in New York or elsewhere. As a general thing, however, 
the corporations, particularly the larger ones, are law-abiding and have all the books 
at their New Jersey offices which the law requires. (477, 478. ) 

Mr. WooDLOCK, of the Wall Street Journal, thinks especially that every stockholder 
ought to have the right to inspet't the list of all the stockholders. In New York and 
New Jersey this right is given by law, but it is difficult to enforce it, while in some 
States there is no such i)rovision in law. As a rule no one cares to see the lists of 
stockholders unless there is a struggle between different parties among them. In 
that case the dominant party naturally does not wish the others to see the list of 
stockholders. Under present conditions a group of persons may continue to control 
a corporation, though without owning a majority of the shares, which would be much 
less possible if the other stockholders knew who the shareholders were. 

Mr. WoodUx'k does not think that the giving of such information regarding stock- 
holders would result in any injury to a corjwration. He does not believe that 
stockholders ought to have the right to see all of the accounts of corporations. U nder 
such a rule competitors might buy a small number of shares and obtain knowledge of 
the business of a corporation. In some instances it may be justiffable for a corpora- 
tion in its annual reports to withhold such information, for example, as the actual 
profit on manufacturing, A statement might show net i)rofits only. In such a case, 
however, there ought to be a jiroper auditing of the books by experts to see that real 
profits have been earned. (406, 467.) 

E. Corporation laws.— 1. Lihmilifij desirable.— Mr. Greene thinks that if 
additional restrictions arc placed upon corporations the corporation laws should also 
bo modified so as to give them additional privileges, at least in some of the States. 
The witness understands that in New York and Pennsylvania one corporation is pro- 
hibited from holding the stock of another, which is permitte<l in New Jersey. Greater 
liberality is desirable in this and other regards. (477, 478). 

2. Federal incorporation lau's. — Mr. Greene, of tiie Audit Com})any of New York, 
doubts the advisability of a Federal law for the incorpoi-ation of indu.strial companies. 
Ho thinks the first thing to do is to stmighten out tht^ State laws Uniformity would 
certainly be desirable. It is a constitutional ipiestion whether it would bo within 
the power of the Federal (Jovernnient to charter companies doing business inside of 
individual States, and whether this would be consi.stent with proper home rule. Mr. 
Greene admits, however, that corjiorations orgairize<l in individual States, like New 
York, do business through different States. He adds that some persons advocate 
incorporation under Fedend laws in order to escape State laws which are unreason- 
ably severe. (482. ) 

F. Trusta and coiiibliiatlona. — 1. (jeneralh/. — Professor Parsons states that 
the results of the private owni'rship and management of the railways has been that 
they go into partnership lyith some of the great industrial enterprises of the coun- 
try, and thus create what is commonly known as the trust. He instances the case 
of the beef combine and the Stamlard Oil trust as created by railroad favoritism. 
He does not believe, however, that public ownership of the railroads of the country 
would abolish the trusts. As a general principle he is not opposed to consolidation 
of capital so long as it is in the public interest. He does not believe in destroying 
the trusts, because they represent a movement in the line of progress; each trust 
being a brotherhood or cooperation on the inside, in that it dispenses with much 
anta^nism and lessens exjienses of management and operation. The proper solu- 
tion of the trust problem would be to extend the limits of it “in .some way so that 
it shall cooperate not only internally but externally— on the lines of cooperative 
industry— so that great capital will voluntarily, of its own motion, tend to organize 
along coojierati ve Tines instead of antipublic lines, ’ ’ ( 157-1 58. ) 

Mr. ScHiFP, of Kuhn, Ijoeb & Co., oankers, testifies that personally he has had 
no experience in industrial finances. Community of interest, however, exists among 
bankers as well as among railroads, and they combine their capital when they have 
large financial transactions, so as to handle a great concern under one management. 
He says his firm may have lieen invited to participate in the financing of the United 
Stat^ Steel Corporation and other industrial corporations, and may have accepted 
the invitation to a moderate amoimt, but that it had nothing to do with the details 
of the mana^ment. The combination of large resources constitutes what is com- 
monly tenned to-day a syndicate. ( 775. ) 

2. OtmcetUrcUion of wealth— Effect on opportunities for advancement,— Mr. Anderson, 
secretary of the chamber of commerce of Pittsburg, does not think the modern con- 
centration of ^rporate wealth does away with the opportunities for intelligent 
mechanics to rise. The manners of the Carnegin Works, from Mr. Schwab down, 
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have all been taken from the ranks of the workmen. 8o was Mr. Carnegie himself. 
(649.) 

3. United States Steel Corporation.— Mr. Woodlock, railroad editor of the Wall 
Street Journal, believes that the formation of the United States Steel Corporation 
was chiefly occasioned by Mr. Carnegie’s careful plan to compel some one to buy 
him out at a high nrice. (464. ) 

4. hhiit trust in Nev) Orleans.— Mr. Bryant states that there is a company called 
the UniUni Fruit Company of New Orleans, which last year bought out all the other 
companies there, some 13 in number, and put them under one management. 
This trust controls all the fruit trade on the foreign plantations, and not only raises 
the fruit, but owns the vessels in which it is transported and shipped directly to New 
Orleans and to other points in the United States. It does not own the cars, but 
deals dire(‘tly with the railroads. Fruit is handled very rapidly and economically at 
New Orleans. This combination claims that it has not raised the prices of fruit to 
the consumer, but makes profit from the lessened ex{)enses of management, and the 
witness believes that the prices have not Ijeen increased. (397-398. ) 

Cf. Export prfcc§. — Mr. Greene, of the Audit Company of New York, believes 
that the practice of making low export prices is justifiable in order to relieve the 
country of its surplus products. His argument is the same as that in favor of 
low export rates on railroads. (See i)age — .) Mr. (Jreene a<lds that the practice of 
making prices lower abroad than at home is common among the manufacturers of 
all the leading industrial countries. We find a similar practice also within our own 
country. Tlui manufacturers in a given section, having a local market, frequently 
sell goods in more distant sections at lower prices in order to get rid of a surplus. 
Thus a manufacturer in New England, finding that he is getting overstocked, is likely 
to continue prodmition, maintaining prices in New England and selling the surplus 
in Kansas City or some other distant market at prices which, while they may render 
the Kansas City producer a profit, yield practically no profit to the New England 
manufacturer. 

because of the advantage in keeping up production and preventing depression, 
whiih results from this practice of making low export prices, Mr. Greene lielieves 
that ultimately <lomc8tic prices as well will be re(iuced by this policy. (484, 487, 

Mr. Hooves, of the Boston Chamber of Commerce, testifies that no doubt a part of 
the tnide with Canada has b(‘cn obtained by the American manufacturer selling 
g<jodH in Canada at less than they were selling the same goods in the United States. 
All nations do this every day. The American manufacturers are not discriminating 
any more in (Canada than in Germany, France, or any other country. No matter 
what conditions of tariff exist, that is a method of their trade, the practice of mak- 
ing slaughter .sales in the foreign markets is one that th(‘ manufacturers of all coun- 
tries employ. Whether the tariff is on or off, trade of this kind will go on just the 
same. (716.) 

Hi Conventratlon of wealth.— Mr. Schiff, banker, testifies that in his 
opinion there are more wealthy people in proportion to population now than there 
ever was before, and that the present (condition of affairs wnl contribute to a larger 
distribution of wealth than has ever before existed. (777.) 

XIX. MISCELLANEOUS EVIDENCE NOT BELATING TO TRANS- 
PORTATION. 

A. Reciprocity with Canada.—!. GeneralnecessityoftradetreatywithCanada.— 
Mr, Osborne Howes, a member of the Boston Chamber of Commerce, declares that 
in order to maintain and increase our trade with Canada it will lx‘ necessary to enter 
inh) a reciprocity treaty regarding tariffs. The Canadians are the largest purchasers, 
man for man, that the United States ha.s. The Canadians resemble the people of the 
United States more than any other people, and thev may lx termed a “corresixnding 
^ople.” It is a mistake to think that trade relations can be establishea with a 
dissnnilar people as readily as with a corresponding people. The business of the 
United States must be carried on to a large extent with those countries that are pro- 
ducing much the same goods that the United States produces, under different 
conditions. This is proven by the fatit that internal or interstate trade between the 
States of New York, Pennsylvania, Ohio, and Massachusetts is probably more than 
equal in volume to the entire export and import trade of the United States. When 
the witness was in the Pacific Mail Service, the steamer on which he ran carried all 
the importe for Colima, in Mexico, a city of 100,000 inhabitants, and it only amounted 
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to about one freight-car load a month. In Canada the market ia already established, 
and the people are willing to purchase of the United States rather than of anybody 
else. The people of the United States do not realize that this trade with Canada 
gives employment to every department of American industry from the time of 
taking the materials from the mines and the fields to the time when they leave the 
workshop in a finished state, ready for consumption. This trade is infinitely better 
than mere mining and agriculture, because it represents vastly more employment to 
American labor and capital. 

The trade conditions with Canada are eminently satisfactory, but the difficulty is 
that they are not likely to continue so, unless we are prepared to do something 
toward meeting the wishes of Canada in the way of giving her a market for what 
she lias to sell. If we make a treaty with Canada which is satisfactory to her, and 
which gives her a market here, we shall have a clutch on theOanadian jieople which 
they will not care to break. The United States must make concessions in the duties 
on fish, lumber, and coal. Agricultural products are relatively a small matter. We 
sell Canada $19,000,000 worth, while Canada sells the United States only $2,000,000 
or $3,000,000 worth of them. A proper reciprocity treaty would increase the trade 
on both sides, and w ould Ije very desirable. The United States would have more 
to gain than Canada, and should make overtures to Canada for reciprocity. This is 
one of those arrangements which should be made while the opportunity exists. 
(713, 715, 718.) 

2. [fnime American poJiaj toward Canada. —Mr. IIowes declares that the United 
States made a very fatal diplomatic error and raised a re.sentment against them when, 
by tl)e high duties on foreign goods, they i)ractically shut out Canadian products. 
We thereby forced the Canadian }>rime ininister to adopt a natioiml policy and to 
endeavor to build U[) manufacturing industries in Canada. Canada is now inde- 
l^ndent of the Unite<l 8tah*s, so far as the market for her products is concerned. 
The United States see in Canada their best market. Canada sees nothing here that 
is seriously necessary to her welfare. The tendency has been, and is, to drive (-an- 
ada away from us, and it may be that by the “ federated Empire of Ejigland and her 
colonial dependencies” the tariff on goods entering Canada from all British terri- 
tory will l3e swej)! away entirely, and the United States will have practically no 
market at all in Canada. The United States can not afford to lose this market. 
(710-717.) 

3. Extent of Omadian trade— Mr. Howks .say.s that last year ( 1900) tlie (Janadians 
purchased oi the United States $17.50 per capita, which wah mucli more than the 
people of any other country bought. The United Kingdom came next, with per 
capita purchases of $13.25. With Cermany, the j)er capita trade was about $5; 
with Argentina, $3; M(‘xico, $2.05; France, $2.15; Italy, $1.10; Jaj>an, 70 cents; 
Brazil, 00 cents. The 0,000, 000 people in Canada purchased more of the Unite(l 
States last year than the 00, 000, (XK) people who live on the American continent south 
of the Rio Grande. Moreover, the Canadians purchased the goods that the United 
States most desired to sell. An itemize<l statement, showing the relative balance of 
trade of the United States with Canada, show's a very large balance in favor of the 
United States ona large list of manufactured mining and agricultural products. Taking 
the (Canadian classification of the trade for the year 1896, the net result is as follows: 


l‘roduct.s of— 

Purchu.sc'j 

?7, 438,000 
;4,30‘>,0()0 
13,528,000 
3,341,000 
3,2:13,000 i 
2,6:11,000 j 

Sales. 

89,222,000 

322,000 

2.732.000 

2.308.000 

10. 124.000 

28.184.000 






Totrtl 

34,373,000 

52,892,000 

For the year 1900 the trade was as lollows, viz: 

rro<lHOt.s of— 

Purcha.ses. 

[ Sales. 


«23,700,000 

3,689,000 

12.805.000 

6.326.000 

2.041.000 

4.867.000 

$11,600,000 

484,000 

6,200,000 

8,420,000 

1 19,080,000 
61,862,000 




.^rlculture 

Total 

1 52,418,000 j 101,146,000 
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In other words, the sales to Canada by the United States of manufactured wares 
for the year 1900 were more than $10 per capita of her people, and were as much of 
the manufactures as the United States sold to the entire world in 1 870, and about one- 
sixth as much as they sold to the entire world in 1900. (713-715. ) 

4. Coal trade with Canada.— Mr. Howks says that the trade in bituminous coal 
l)etween Canada and the United States is about an even exchange. It is largely a 
question of geographical location. The Canadians have not developed coal mines to 
any extent in the interior regions, but have excellent coal mines m Nova Scotia in 
the extreme east and British Columbia in the extreme west. The United States have 
no bituminous coal mines at either extreme, but have them very largely in the center 
of the country. The United States su])plies Canada with bituminous coal from a point 
ai)out 150 miles west of Montreal, nearly to the Kocky Mountains. On the Pacific 
coa.«t of the United States the coal supply comes from Canada or New South Wales. 
In New England the bituminous coal now, under the protective duty, comes chiefly 
from western Maryland and West Virginia. The cost of mining the coal in those two 
States is substantially the same as in Nova Scotia, but the railroad haul from thereto 
tide water is about $1.25 a ton, and this advances the price of the coal just that much. 
The mines in Nova Scotia are practically on the seaboard. The natural source of 
supply of New England is Nova Scotia, and inasmuch as the United States supplies 
the deficiencies in central Canada, ami (’anada sup{)lieH the deficiencies in the eastern 
and western extremes of the United States, recijirocal relations should be established 
for the benefit of both countries. When the United States places a duty on bitumi- 
nous coal ('anada does the same, and when the United States takes this duty off 
Canada likewise removes it. The coal interests of Maryland and West Virginia are 
exc(‘edingly strong, liowever, and they naturally object to the removal of the duty, 
wliich would have the effect of threatening their New England market. (714-717.) 

5. The (uniher Howks says that the lumber interest in the United 

States is one of the strongest in opposition to reciprocal trade relations with Canada. 
Tln^ market for lumber is largely in the New Englaml and Middle States. It is a long 
haul from Minnesota and Wisconsin and is a short haul from Canada. The hard 
pine lumber from the Southern States also requires a hmg haul. The New England 
interests naturally turn tov\ard Canada as the place to buy lumber. She thinks she 
should have the right to go to Canada for her lumber supply. If Canada is ever to 
!)(' made a part of the Cnited States, it must be by drawing the (Canadians to the 
Tbiiied States through trade relations. The witness does not believe there would be 
any ditiiculty in making a treaty on the ground of equivalent concessions without 
regard to the sj)ecial pro<lucts i) it were not for the lumber interests, (717-718.) 

(). lydf'ereniUd tarif of Canada irith Great Jirila hi. —'Mr. Howes says that about 4 
years ago Canada pro})oscd, by act of Parliament, to grant to any other country that 
would give to (Canadian products what Canada considered equivalent tariff conditions, 
a concession of 1 2^ per cent in the duty then existing, to be increased the next year to 
25 ])er cent. At that time there was no country prepared to take advantage of this 
offer, exce])t (Ireat Britain, for the reason that Great Britain charges practically no 
<luty (»n any Canadian product, except whisky. In conse<iuence of treaties with 
England, Belgium and Germany received this benefit for a short time, but at present 
England i.sthe only country which enjoys it. The differential has been increased to 
33J per cent, so that American goods entering Canada pay 50 per cent higher duty 
than is paid by corre.sponding lOnglish goods. In spite of this differential, however, 
which amounts to aliout $10 on a shipment of $100 worth of goods, American manu- 
factures have entered Canada and in very many <lepartments of trade have driven 
out the English manufactures. England, however, still has the bulk of the trade in 
cotton manufactures. It is so much easier for the Canadians to get to the American 
markets than to the English market. Orders can be transmitted in 24 hours, and 
executed in 48 or 56 hours, and if there is any question about the goods, the differ- 
ences can be easily settled. Moreover, the goods manufactured in the United States 
are more to the Canadian taste than the English goods. The Canadians are more 
nearly like the jpeople of the United States than they are like the English, and they 
favor the American styles more generally than they do the Ehiglish. 

This differential tariff was very likely initiated for the purpiose of forcing a reci- 
procity treaty with the United States, but it has now obtained such headway that it 
IS working out its results on its own ground. Under this differential tariff policy, 
Canada has a tremendous market in England. Their sales there last year amounts 
to $107,000,000 in value, and will increase greatly in the future. (716-718. ) 

7. Fiiiheries.'— Mr. Hoaves testifies that the Gloucester fisheries have been held up 
as the “nureery of the Navy.” The fact is, however, they have ceased to be an 
American industry. American capital is invested in these fisheries and certain 
American ofllcers are employed on the fishing vessels. The lai^jer part of those 
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in tlie fishing industry are from Nova Scotia, New Brunswick, and Portn- 
gal^and are not American citizens. None of them, with the possible exception of 
BOm^ of the Portuguese, will ever become American citizens. Out of 50 or 60 men 
who lost their lives in the fishing industry last year, not more than 3, possibly only 
2, were American, and they were captains of American vessels. During the Spanish 
war the United States Government sent down 2 battle ships or cruisers to Gloucester 
to get as many enlistments as possible. They stayed there nearly all the time of the 
war and enlisted a little over 300 men, or about one-half as many as would be neces- 
sary to arm one battle ship. Boston is not the “nursery of the Navy” mid never 
claimed to be, and yet she enlisted some 1,700 men during the same time. The 
American does not like the fishing business. (717.) 

B. Oratn clevalora and Inapectlon— Speculation.— 1. Minnesota law as 
to elevaiors and grain irngyectim—Mr. Teisbeko, secretary of the State railroad and 
warehouse commission of Minnesota, says that the legislature of 1885 passed an 
elevator law applying to the terminal points Ht. Paul, Minneapolis, and Duluth. It 
was based largely upon the Illinois law, but contained an improvement in that it put 
the weighing of grain as well as the inspection of it under State control. It was soon 
found that it was more profitable to do bihsiness as a ])rivate elevator than a.s a ]>ublic 
elevator, esiiedally at Minneapolis. A public elevator must take out a license from 
the commission and furnish a bond. They evade the law by not mixing, as they 
claim, tlie grain of different owners. In a public house the grain of different owners, 
of the same grade, may be mixed; in the private elevators at these terminal points 
it can not be. So the elevator owners themselves buy th(^ grain, or grain dealers 
have their own bins in (’ertain elevators. There are about 30 elevators in Minne- 
apolis and only 6 are licensed public elevators. At Duluth, and also, by an arrange- 
ment with the authorities of Wisconsin, at Huperior, all the large elevators are public 
licensed elevators, doing business under the laws of Minnesota. 

The State railroad and warehouse commission ap])oints a chief grain inspector who 
has charge of all inspection. He appoints a chief <lei)Uty at each terminal point, and 
as many deputy inajM'ctors as necessity requires. The chief inspector’s salarj' is 
$3,000 a year; the salary of the dejmty inspectors is $115 a mouth, and they are 
employed the year rouiui. From 1889 to 1899 the place of chief grain inspector was 
held by one man, who managed the department admirably on a civil-service exami- 
nation basis. During that mwiod grain shipjied from Duluth by vessel to Buffalo or 
New York was sold on the Duluth certificate without being seen by the buyer at all. 
In 1899, as the result of a political revolution, a new chief inspector was appointed, 
and he made an almost complete change of subordinates. For the time being, at 
least, the confidence of grain dealers in other States in the accuracy of the Duluth 
inspection was diminished. 

When an inspector grades wheat his sample is generally kept for the office. The 
commission man’s repres(*ntative also looks at the car and takes a sample. Tf, in his 
judgment, the grain ha.-, not been graded high enough, he makes an appeal to the 
chief deputy inspector. The chief deputy pas-ses on the .samples taken by both par- 
ties and either sustains or (hangas the grade. If either party is dissatistred, there is 
a further appeal to a Ixjard ot appeals, consisting of three practical grain men at 
Minneapolis and three others at Duluth. From their decision there is no appeal 

There is a fee of 25 cents a carload for inspection and another 25 cents a carload 
for weighing. For inspecting and weighing out to vessels, 50 cents a thousand 
bushels is charged. The.se fees give revenue enough to pay the employees cf the 
department. (367,3(59.) 

1 Miring of grain. —Mr. TErsBEBO says that at Duluth all the largo elevators are 
public licensed elevators, in wdiich the mixing of grain of different grades is prohib- 
ited. All the grain of a given grade— good, poor, and m^ium— goes in together, 
and the result is a fair average of the grade. In Minneapolis, on the other hand, the 
elevators are mostly private elevators, and the owner can buy a car of good No. 2 
and a car of gor>d No. 1, or possibly two cars of good No. 1 to one car of fair No. 2, 
and mix them together and possibly make the mixture No. 1. There is often trou- 
ble when grain goes from Minneapolis, out of these mixing houses, to Duluth. A 
carload of grain, which in Minneapolis has been graded out as No. I, is often called 
No. 2 at Duluth. The Minneapolis grades are likely to be the very least that can be 
brought within the classification, because of this mixing process. A great deal of 
the mixing, however, is done for millers for local consumption. The millers, in 
order to get the best results, w’ant a certain mixture, which is, perhaps, a secret with 
them. They instruct their men what to mix and how to mix it. At Minneapolis, 
in consequence of the use of private elevators and the mixing system, grain is very 
largely sold by sample. Mr. Teisberg believes that this is rather advantageous to 
the producer. The farmer who has an off-grade grain that could not come into a 
public elevator has a chance to dispose of it. A farmer who raises gilt-edge grain 
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gete a premium above the regular grade price. At Duluth he would get the grade 
price and no more. The mixing system and the sample system are not really advan- 
tageous to an elevator man. Duluth grades are held in the world’s markets much 
higher than Minneapolis grades. Indeed, Mr. Teisberg thinks that Eastern buyers, 
us a rule, will not take Minneapolis grades, because they are mixed to the lowest pos- 
sible point. (367,369.) 

3. Elmtar comhinaiim in Minnesota.— Mr. Teisberg, secretary of the State Railroad 
and Warehouse Commission of Minnesota, has no knowledge of an elevator com- 
bine nor of any consultation to fix the price of grain. At the close of the business 
day the quotations of the last sales are noted, and the line elevators send that 
information to their agents. If an independent elevator wants that (juotatioii he 
must make arrangements with a commission man to send it to him by wire or mail. 
The price paid to the farmer each day is doubtless btised on the market price of the 
preceding day. (370,371.) 

4. Relation of elevators mid railroads.— Mr. Teisberg, secretary of the State Railroad 
and Wareliouse Commission of Minnesota, has no knowledge of any combination 
between railroads and elevator companies, but he sometimes susjwcts a community 
of inU'rest ))etwecn them. He does not know, however, of any rebati's being given 
by railroads to elevator companies. Ho has heard rumors of such things, but he has 
never been able to verify them during his 15 years of official experience. (371, 
372.) 

5. Independent elevators in the Northvest.— Mr. Teisbek(^ says that before the estab- 
lishment of the Railroad and AVarehouse Commission, in 1885 or 1887, the country 
elevator business was done almost exclusively by what are called liiu^ elevators— 
that is, companies having offices at Minneapolis or Duluth had a line of elevators on 
one or two railroads. The farmer could not get a car to ship his own grain. The 
railway companies put every obstacle in the way of such a movement and in the 
way of imlependent buyers. But Minnesota hjis [)assed laws which give any person 
who w'ants to put up an elevator a right to obtain a place for it on the railroad right 
of way, if there is room for it, under the power of eminent domain, in just the same 
way that the railroad can obtoin its right of way. A law passed in 1885 gave every 
a{)plicant a right to a site on payment of an annual rental of $1, but that was thrown 
out by the State supreme court on (he ground that it did not provide for due com- 
pensation. The present law W'as pii.s.sed in 1893. The lcgi.«lature of 1893 also passed 
a law requiring railroads to build side tracks or spur tracks to elevators of a certain 
capacity, and to mills on sites adjacent to the right of way if the railroad company 
has refused the applicant room for an elevator at its way station. The applicant 
must j)ay the cost of grading and constructing the road, and if the terms can not be 
agreed on an appeal may be made to the commission. 

The law of tlio State also prohibits the pooling of the business of country elevators. 
Of course, as a matti'r of fact, they generally pay the same prices, and the amount of 
business done by each depemls largely upon the character of the man in (‘barge, his 
standing in the community, and his reputation for honG.sty and fair d(‘aling. 

The producer has also a right to demand a car on the side track of the railroad and 
to have 24 hours in which to hjad it without demurrage. That makes the producer 
independent of the local elevator combine, if there is such a thing. He can shif) his 
own grain and save handling charges, which are usually about 2 cents a bushel at a 
local elevator. 

Mr. Teisberg asserts, how'ever, that the former polii^yof the railroads, of permitting 
only line elevators upon their roads, has been wnolly reversed. There is a farmere’ 
cooperative elevator or some independent elevator oi that character at almost every 
station in Minnesota. Mr. Teislairg lielieves that the milroads are not disposed to 
embarrass producers and independent shippers by denying them cars or otherwise. 
It is true that it is sometimes impossible to obtain cars, but that is not through the 
desire of the railroads. The grain is marketed within about 3 months, and when 
the crop is large the capacity of the railroads and of the terminal elevators is over- 
taxed. Mr. Teisberg believes that if a producer himself desires to ship his grain the 
railroad company would stretch a point and give him a car in preference to the 
elevator man. He believes that the farmers’ mevators receive the same treatment 
from railroad companies as line elevators. (367, 370-372. ) 

6. Siiecidation, effect on farmers.— Mr. Teisberg, secretary of the State Railroad and 
Warehouse Commission of Minnesota, has no opinion to express on the effect of 
speculation on the prices paid to farmers. At the time of the I^eiter wheat deal he 
knew of one man wno had three years’ crops in his granary and sold the whole for 
$1.45 a bushel at the local station. It ought not to have been worth over 85 cents. 
That was a good speculation. Ordinarily, Mr. Teisberg is assured by men who are 
intelligent and who farm on a large scale, it does not pay a fanner to hold his grain, 
The laige farmers usually sell at once, even if they buy futures. (372.) 
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€. Industrial and agricultural conditions of the Paciflc coast 

(gee also iVicam^fwa Ca7idlf p. clxxxii; Oriental trade, p, clxxxii),-— 1 . Gemrally.--Mr, 
WHBELER, of the San Francisco Board of Trade, thinks that the industrial condition 
of California and the Pacific coast is generally ^ood. Attention has been drawn to 
the resources of the country through the Spanish-Ainerican war. The parage of 
troops through San Francisco has been an education to them as to the possibilities 
of the coast, while the newspaper reports of the movement of troops have also adver- 
tised California. The effect of this advertising has been shown through the winter 
of 1900-1901 by a great increase in tourist traveling, which has been further facili- 
tated by the prosperity of the country. People going about the State as tourists go 
back and talk about the country an<l many of them afterwards return or make invest- 
ments. Th(! Southern Pacific Company has also made an effort to bring in settlers 
and has introduced a special colonist rate of |25 from the Missouri River to any 
point in California. (754.) 

2. Manufactures an the Pacific conM.— Mr. W^ieeleii says that the local manufactures 
in 8an Francisco and other California cities are chiefly tho.se of clothing and woolen 
goods, boot.s and shoes, cigars, shot, cartridges, lead jiipe, sheet lead, mining and 
milling machinery, harvesting and agricultural implements, wagons and carriages. 
Bar iron and steel are also manufactured, as well as wire and wire cables and nails. 
At present, however, the iron and steel business is not in an altogether healthy (!on- 
dition. Formerly a good many nails were manufactured on the coast, but the plants 
were bought up by the American Steel and Wire Company and the nail part of the 
works was closed, because goods could be produced more chcajily in the Fast. 

Hitherto, continues the witness, manufactures on the Pacific coast have been 
greatly hampered by the expensiveness of fuel. Rut this difiiculty is being avoided 
in large measure by* the development of electrical power and of oil wells. There is 
an inexhaustible supply of oil, and it is now being mtro<iuced into the factories and 
furnaci'H. Three and a half l)arr(*ls of ])etroleum are said to be equal to one ton of 
coal, intimately the oil from southern (lalifornia will be pi[)ed to San Francisco and 
the northern part of tlie State. Electrical power is also being generated by the 
streams of the Sierra Nevada and conveyed thence by wire at a low cost. This will 
become an important factor in running small factories. There is also good coal on 
the Pacilic. coast, though it is expensive. The Southern Pacific Company gets its 
Bupplv of coal near Tacoma at Carl)onado, ami it has coal veasels running regularly 
from Woma to San Francisco and Los Angeles carrying coal for use on the railroads. 
(752, 758.) 

8. Fruit, wine, and raisin industries an the Pacific coast. — Mr. Wheeler looks U])on 
the canning of fruit as a fonn of manufactui*e. He says that the canning industry in 
California is a very large one. The season for fruit canning is short, but occurs 
fortunately at a time when the labor of boys and girls can be obtained in the school 
vacation. Canned goods for export are sent around from San Francisco in clipper 
sailing vessels, while the Eastern markets are supplied <’hiefly by rail, the railroads 
making rates which recognize the possibility of water competition. 

Mr. Wheeler says al.‘<o that the manufacture of wine is an important industry in 
California and that wineries are quite general throughout the grape growing dis- 
tricts. The indu.Htry i.s now quite profitable, though it was not until recently. The 
witness understands that a great deal of wine is shipped from California to France 
and thence sent back to this ct)untry again. 

Mr. Wheeler says also that the raisin industry has become a very important one. 
Recently there has l)een established a form of cooperative distribution of the raisin 
crop, and the same is true as regards prunes. The farmers, instead of competing 
with one another to a ruinous extent, have established one central agency for market- 
ing their prcKluct and are very generally satisfied with the results. Wliether there 
is an export trade in raisins, the witne.ss is not familiar, but he says that tlie trade in 
Eastern markets is good, the railroads making rates which recognize the possibility 
of competition by water. (754, 755. ) 

4. Cooperntivn among California fruit shippers.—Mr. Stubbs, of the Southern Pacific 
Company, thinks that the efforts of the California fruit growers and others to cooper- 
ate in the marketing of their product have been very ^neficial to them. The sys- 
tem has worked well in the raisin business. There has been less accomplished in 
the case of other deciduous fruits. It is diflBcult to get several thousand fanners to 
agree together and to trust any individual with their business. There is an organi- 
zation among orange growers, and the witness thinks that even more effective organ- 
ization in handling oranges and green fruit generally is desirable. The distribution 
of fruit ought to be under one head, so that no more will be sent to a given market 
than there is demand for. When everylxxly ships as he pleases, inariEets are often 
overstocked and price.s ruined, (708. ) 
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5. CondUion of ogricuUure in California.— Mr. Wheeler says that generally speak- 
ing the farmers of California are prosperous; as prosperous as those in any other 
section. They are very largely dependent upon the rains, and during 1901 they have 
been well favored in that respect. (755.) 

U. manufactures and agriculture In Colorado.— Mr. Griffith, repre- 
senting the Denver Chamber of Commerce, says that manufactures have not devel- 
ojied much in Colorado, partly because of the high rates of freight on raw materials 
from the East, and partly because of the high cost of labor and other expenses. 
There are cotton mills in operation at Denver. The witness believes that they failed 
once, but whether on account of bad management or of unsatisfactory freight rates 
he does not know. He thinks they are now operating successfully. (857. ) 

Irrigation in Colorado.— Mr. Griffith says tnat irrigation by private initiative in 
Colorado has proved very advantageous, and hiis resulted in the production of 
splendid crops. He believes that the State or the nation should take up the subject, 
and says there is a general feeling in favor of such action in Colorado. The witne.S8 
refers especially to the Kocky Ford district, where a great sugar-beet industry has 
been developed. It is claimed that the beets contain more saccharine than those 
raised anywnere else. There are now 3 beet -sugar factories running and another 
is being constructed. It is said that if reservoirs were created in the mountains, by 
blocking up the gulleys, a very considerable proportion of the arid lands of the State 
could be irrigated. A great deal of wheat, potatoes, hay, and fruit is being raised 
under irrigation. (858.) 

E. Export and domCMtIe trade In coal.— Mr. Fleming, of the Anthracite 
Coal Operator’s Association says that there is practically no anthracite coal exported 
to Phirope. The Canadian market for anthracite is large. Soft coal has been going 
abroad to a considerable extent; during the year 1900 the amount exported being 
nearly 100,000,000 tons. There was ])ractically no export trade before. Tlie witness 
believes that there is going to be a great future for the export trade through southern 
Europe, Spain and Italy producing no coal. They have hitherto imported chiefly 
from England, with small quantities from Belgium and Germany. (540, 541.) 

Mr. J\IcLeod says that while he was president of the Reading Railroad he had a 
thorough investigation made as to the possibility of foreign trade in anthracite coal. 
He believes that the co.st of mining with the a<lde<l freight will entirely prohibit 
such trade abroad. We have a coiLsiderable trade with ('lanada. (557.) 

Mr. M ARKiiAM says that there is very little export of coal from the Southern States, 
the only development being in the consumption of coal by the Southern towns. 
There has been a little export from Pensacola and Mobile to the West Indies, but 
none from New Orleans. A few years ago coal could Ik) shipped into Mexico from 
Wales cheaper than it could be from the Southern States, but since that time, with 
the dt'velopment of the railway system of the Southern States, the cost per unit of 
traffle has been greatly decreased. (433-434. ) 

Mr. Anderson, secretary of the Chaml>er of Commerce of Pitttsburg, says that he 
knows of a Arm that sent 2 cargoes of coal to London in 1900, siuit special agents to 
look after it, gave aw ay many tons to introduce it, and yet after all the extraordinary 
expense netted 25 cents a ton more than they could have got for the coal in this 
country. (043.) 

Coal trade of New Orleans and the South (see also Mississippi River Transportation^ 
p. CLXxxiv),— Mr. Bryant states that nearly all the (’oal used at New Orleans comes 
down from Pittsburg on barges. The freight rate is 75 cents per ton. Coal can only 
^ brought down from Pittsburg when there is a rise in the Upper Ohio. Sometimes 
during low^ water New Orleans runs out of coal. Coal consumption has very largely 
increased at New Orleans on account of the war with the Boers, which has increas^ 
the number of steamships coming to New Orleans. 

^Jommlislon and Jobbing biiaincas— Elimination of jobber.— 

Mr. Langley, of the Merchants’ Association of New York, says that the commission 
man is a third party that does not invest his capital directly in the business, nor does 
he carry an extensive stock of goods. He has accounts with certain mills and to a 
certain extent is their selling agent. The jobber, on the other hand, buys his goods 
outright, assumes whatever loss there may be in conducting ordinary busing, and is 
under the expose of maintaining a store and having his capital tied up. In the 
wmmission pusineM it is possible to ship from the mill to the buyer in Central or 
W^tern teiritory direct, there being only one haul and one expense of freight rates. 
With the lobber there are two hauls. The witness does not think it would Lo to the 
mterest of the railroads to foster the jobbing trade, although it might look so on the 



OOIiXXXyi IKDtJSTBIAL ObMMI88ION;— TBANSPOETATIOl* 


Mirfacje, because the railroads favor la^e shipments and laiige shippers. The rail- 
road are asdstina the industrial combinations which manufacture and ship direct to 
the consumer, and are thus working against the interest of the jobbers. The increase 
in the Southern classification in respect of carload and less than carload lots is directly 
in line with this tendency, and the effect on New York as a distributing center has 
been to reduce the number of jobbing houses from 28 to 4. 

The ultimate effect will likely be to eliminate the jobber as a factor in commercial 
affairs and to lessen the importance commercially of many of the large centers of 
trade. It means a closer connection l)etween the producer and the consumer, and 
tend toward economy. The department store, the introduction of trolley lines, the 
maintenance) by the department stores of their free-deliyery system, and the mail- 
order system have had a great effect in eliminating the jobber. The elimination of 
the jobber from business has been caused somewhat, perhaps, by the tariff shutting 
out foreign importations. The jobber formerly represented foreign houses in this 
country. Some of the large department stores, as Siegel Cooper & Co., Wanamaker, 
and others, take the entire j)rodnct of mills and dispose of it without the interposition 
of cither the jobber or the commission man. (871-872.) 

0. Alleged dherlininution in Government eontraets.— Mr. Wheeler 
says that the joblxjrs of San Francisco consider that they have a grievance as to the 
action of tlie Coveminent in buying supplies for the army in the Philippines. He 
understands that practically all clothing is purchased and stored in Pniladelphia. 
Camp equipment is stored at Jeffersonville, Ind. Contracts are ad vertised for the deliv- 
ery of goods to these places and other similar Eastern points. These goods are thence 
shipped through San Francisco to the Philippines, and the San Francisco bidders are 
barred from any opportunity for coin])eliiig for the contracts, oven though they are at 
the very gateway of the Philippine traffic. The San Francisco dealers do not ask for a 
monopoly, but desire that the Government shall ciill forbids for the delivery of goods 
at San Francisco. This will give the jobbers there a chance to make bids without 
barring out those from Chicago and other Eastern cities. The Government could 
e8ta!)li6h storehouses at San Francisco and maintain stocks of sui^plies there. The 
witness thinks it would Ije a proper subject of Congressional inquiry to ascertain why 
one section of the United States is discriminated against in the letting of these con- 
tracts. (756.) 

H. Panlcs.—Mr. Greene, of the Audit Company of New York, points out that 
panics do not affect manufacturers and general l)nsiness as soon as they do specu- 
lators. Pani('S are financial in the first ease. The manufacturers of the country 
suffered most in 1896 and 1897, not in 1899. The witness thinks tliat industrial com- 
binations, by preventing overproduction and by building up export tracie, especially 
through the aid of low export freight rates, will do much to check panics in the 
future. (482,487.) 

1. Dlacriminatlng tarltTon gooda carried In bond.— Professor Ripley 
says that a discriminating tariff against all goods carried in bond would have the 
result of prostrating practiciilly every industry in New England. It would he one of 
the greatest disasters for New England which could happen if its shippers should be 
depnved of the advanUige which they now have of shijmient over Canadian lines, as 
they now suffer from the di.<iad vantage of being far from raw materials and distant 
from the great centers of population and wealth. (290. ) 

J. Southern Pacific Company in politics.— Mr. AVheet.er says that here- 
tofore the Southern Pacific Company haa been exceedingly active in California pol- 
itics. There has been no State or local features which it has not tried to grab. The 
company states that the new administration under the presidency of Mr. Hayes will 
abandon this policy. ( 754. ) 

K. San Francisco Board of Trade.— Mr. Wheeler, a member of the San 
Francisco Board of Trade, says that this body is an association of wholesale mer- 
chants who make use of it exclusively for the purpose of economies in the settlement 
of banknipt estates. By joining together more is saved in the administration of an 
estate for the benefit of creditors than would otherwise be the case. (743. ) 

L. Mlchtgan Alkali Company.— Mr. Bacon, freight manager of the Mich- 
igan Alkali Comply, says that this is a strictly “family corporation.” The manu- 
facture of its principal products is based on salt, of which there is a stratum over ^ 
feet thick on its property. The company employs about 2,000 men, and over 80 per 
cent of the cost ofits product goes for labor. About an eighth or a tenth of the labor 
employed is skilled. The wages of common labor are |1.60 per day and of sWlled 
labor from 26 cents to 60 cents an hour. 
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The company consumes daily 700 tons of coal, 100 tons of coke, and 700 tons of 
limestone; oOO tons of finished material are produced, consisting of soda ash, bicar- 
bonate of soda (baking soda), caustic soda, and Portland cement. The principal 
buyers of heavy soda ash are the glass factories of Pennsylvania and Indiana, and^ 
light soda ash soap factories. There are only 3 other establishments engag^ in 
this industry— at Syracuse, N. Y., Saltville, Va., and Delray, near Detroit. 

The manufacture of these products is protected by the tariff. Formerly in the 
absence of protection there was a very narrow margin of profit. English ash was 
laid down in the interior of this country at about what was considered the actual cost 
of manufacture here. The competition between the factories in this country is active 
but not ruinous. (72,79,80,85.) ’ 


91. American money.— Mr. Scnipp, banker, eays that the latce amount of 
American money in existenco tn.day liaa been (lartly taken out of the earth in eold 
and .silver. Partly it hM b^n created by the creation of wealth. The tank nole 
represents wealth, and for this reason the Government circulation is not justified 
tecause the Government does not produce anything and sliould not bo the maker of 
the vehicle of wealth circulation. That function belongs to the banks. (777. ) 
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Atlanta, Ga., March 1900. 

TESTIMOinr OF MR. SAMUEL C. DUNLAP. 

(iCHcrnl manager, Cornelia and Tellulah Falls Railroad, CainesviUe, Qa. 

Tlio .subcommipsioii of the United States IndiLstrial Commiasion met at the Kim- 
ball House at 9 a. m., Senator Kyle presiding. Mr. Samuel C. Dunlap, general man- 
ager of the Cornelia and Tallulah Falls Itailroad, Gainesville, (ila., was introduced as 
a witness at 10.40 a. m., and, being duly sworn, testified a.s follows: 

Q. (]3y Senator Kyle.) You may ^ive your name, post-oflftce address, and voca- 
tion.— A. Samuel C. Dunlap, Gainesville, Ga. 

(i (By Representative Livingston.) You are connected with railroad enterprises 
of till! State?— A. For the present I have some connection, sir. I have two local 
roads under my supervision. 

(h (Interrupting.) What is the condition of the railroads in Georgia and the 
South generally, financially?— A. 1 want to .state first that I have two small roads 
under inv management. One is fir) miles and the other is 20 miles long. I am 
receiver lor the first road, running from Gainesville to Social Circle — the Gaines- 
ville, Jefferson and Southern— appointed by the superior court, and though I am 
general manager of the Tallulah Falls Railway, running from Cornelia to Tallulah 
Falls, I am not an original railroad man. I have lieen a lawyer most of my life, up 
to about 1893, when 1 was appointed United States marshal. 1 went from that to the 
receivership of that road, and T have been managing it since. As far as I know 
about the financial conditions of the roads, one of my roads is insolvent, and the 
other has not got any money. As to the larger systems, I think they are all pros- 
perous. 

Q. (By Senator Kyle.) You do not think that represents the condition of all 
roads in the South?— A. No, sir; I think the railroads are making money now, all of 
them. 

Q. (By Representative Livingston.) How are the railroads controlled in this 
country, simply by the board of directors, or by railroad commissions, or jointly?— 
A. I did not catch that question. 

Q. How are passenger rates and everything fixefl; by railroad commission?— A. 
Well, the railroad commission make rates, and I believe the roads conform to the 
particular commission. The railroads have an association, the Southern Freight 
Association, of which Mr, Parrott is the chairman. They regulate this through it to 
some extent. I am not a member of that a.s8ociation. 

Q. Your roads are not included?— A. I conform generally to the rules, but I am 
not a member. Being a court officer I did not care to hamper myself with any out- 
side regulations. I have a connection with the Southern Railroad at Gainesville, 
with the Seaboard Air Line at Winder, and with the Geoi^a at Social Circle, which 
is leased now to the Louisville and Nashville and the Coast Line. All those systems 
are friendly with me. I give them business and get business from them. On the 
little Tl lulah road here I depended entirely upon the Southern for all my through 
busine®. 

Q. The reason why you were subpoenaed is that you are controlling independent lines 
that were supposedf to be entirely outside of these associations and combinations. 
We hear complaints of the roads giving advantages to terminal points, and we will be 
pleased to have you say to the commission what there is in this complaint about long 
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and short hauls.— A. Well, I do not do much interstate business, and mjr business is 
mostlv local. While I am independent in one sense. I am dependent in another. 
The little local roads would not do much without the friendship and assistance of the 
big lines. They could crush them out, if they had a mind to, without any effort, so 
I get Along the Dest I can and do all the business I can. As to the long and short 
haul business here, that question could be better answered by some of these long 
lines. 

Q. What is the discrimination on your line between two points, Social Circle and 
Gainesville, suppow you stop off for some freight at Monroe from Social Circle, and 
the rest of the freight you haul from Social Circle to Gainesville. . How do you pro- 
rate your freights in that way, on your line? — A. We have local schedules, and Social 
Circle is a common point; Winder is a common point, and Gainesville is a common 
point. There wo have competition, and the rate is a little lower than at the inter- 
mediate points. At these common points I get all I can. 

Q. Now, provided that freight was going to Augusta, you really compete with the 
Southern Railroad, and if you can, you cut the freight rate there and take it acros.s 
to Social Circle? Do you make any trade about or anything of that kind?— A. No, 
sir; I do not cut the rates. There is a law against cutting rates, and I am a court 
officer and a law-abiding man, and 1 don’t cut rates. I try to get it by various other 
arguments, but I do not cut rates. I can not cut the rate without the support of one 
of the main lines. 

Q. Well, then, the independent roads in the State are pretty much like yours, if 
there are others; they are dei)endent laT|:ely for favors on the main trunk line?— A. 
Yes; the day, it seems to me, for short lines has gone. There isn’t one of them in 
the State, which I know anything about, that can live without the assistance and 
friendship and support of one or the other of the laroe systems. 

Q. That practically, then, shuts out railroad builaing except by trunk lines?— A. 
Well, when we first passed the Georgia commission law I think that that killed the 
little roads. The 10-milc road was forced to haul passengers and freight at the same 
rates as the big trunk lines, and it could not live. 

Q. Bid they make no discrimination in your favor?— A. Well, the Tallulah Falls 
road is so short and so tKior that they do. I get 5 cents a mile up there for passen- 
gers. and a little more for freight, but on the Gainesville, Jefferson and Southern 
road I charge the same that is charged by the Southeni, 8 cents a mile for passen- 
gers, and the hame rates of freight, and there isn’t enough business. The population 
18 too sparse, and freight is too little. There isn’t business enough, unless you have 
a mineral road or some roa<l that has an extr^rdinary advantage. 

Q. You think the commission, then, works a hardship on independent short lines?— 
A. I think it forced them to conbine with the long lines. 

Q. In other words, it gives the main trunk lines the advantage, and consequently 
they usually absorb them?— A. All the advantages; yes. 

Q. (By Mr. Ratchford. ) You say you^charge the same rate of freight on one of 
your roads that the Southern charges, 'What is that rate?— A. I have got no rate 
sheets here, and I am not an expert on rates. Any freight agent can give you that. 

Q. You can not say whether it is 10 mills per ton per mile, or 15 or 20?— A. I 
would rather not undertake to answer questions about detailed rates. 

Q. (By Mr. Smyth.) You said just now that you thought the main lines were 
making money and Were prosperous?— A. Yes; I think they are. 

Q. More so than a year ago at this time?— A. Yes. All the railroads now, that I 
know anything about, are filled up with business, and there has been a great scarcity 
of cars this season. 

Q. If that is so, what is the reason for the increase in freight rates that went into 
operation on the 10th of this month on the Southern system, Atlantic Coast Line, 
and Seaboard Air Line?— A. Well, I suppose that the railroads thought they ought 
to get a little advantage of the prosperity of the times. They were doing more 
business. 

Q. Making more money, and therefore thought they ought to make a little more?— 
A. Well, the railroads have been cutting down, down, down for 20 years, and have 
had to cut a great many things down to a point where there was nothing in it. 

Q. At the same time they are making much more money than a year ago?— A. A 
year ago they were pretty well broke. They have just got out of bankruptcy and 
started up, and I suppose now they want to make some money, and want to be in 
position 

Q. (By Senator Kyle, interrupting.) That is, they have not been able to pay divi- 
dends on stocks, bonds, etc.?— A. Yea. 

Q. How-are the roads stocked in proportion to the cost of the roads?— A. lean 
not very well answer that question. As you know, all these rosuis that have gone 
into reorsjanization— the Central, Southern, and the various lines— the stock has not 
oeen considered as worth anything. 



Q. A great many roads over the country have complained in past years that they 
have not been able to make anv money at all, but the roads have cost in many sec- 
tions of the country about $7,000 a mile, and they are bonded at about $42,000 or 
$43,000 a mile. It is pretty hard to make good dividends on stock, including the 
water?— A. Well, I do not know about that. 

Q. (By Mr. Smyth.) Do you know what the Southern system is capitalized at per 
mile in Georgia?— A. I do not. 

Q. Do you think there was a necessity for an increase of 5 per cent in freight 
rates?— A. AVell, I think the business would bear it. I do not see why the railroads 
should not make something in profit out of the business. 

Q. You said just now there was great scarcity of carsto haul the business.— A. Yes. 
Q. So there is no lack of business being offered?— A. None at all. 

Q. The tonnage was a great do-al greater than a year ago?— A. Yes. 

Q. Profits were a great deal greater than a year ago, as shown l)y the published 
receipts?- A. Yes. 

Q. What excuse is there for the increase in the rate of freight?— A. Well, I have 
incre^ed my rate; I am not connected with the interstate lines. That would be a 

a uestion more for Mr. (Julp, Mr. Scott, or Spencer, or somebody else to answer. I 
0 not belong to that freight association. 

Q. (By Senator Kyle.) What governs you in determining the freight and passen- 
ger rates? — A. Well, I am governed largely 

Q. (Interrupting.) By what the business will bear?— A. No; the State of Georgia 
fixes the passenger rate and freight rate. 

Q. You used that expression— what the business will Ix'ar?— A. They were far 
below commission rates, and I think they were probably trying to get up. I give 
that as an excuse for it. Now, take the cotton factory companies; you know we all 
want to build anything in the way of factories, and it was said for a long time that 
the railroads haci helped the factories Ixjcause they w'ere all infante ancf weak, and 
had to be fed and nursed by the railroad and every other interest. They kept at 
that until the factories have put down all the cotton, and in all this vast section here 
we can not get any cotton to haul to the ports. 1 suppose the railroads, maybe, 
want to get something back out of the cotton companies — don’t know. 

Q- (l^y Mr. Smyth.) They get that same cotton in the shape of goods, do they 
not?— A. No; they don’t get nearly a.s much freight as out of cotton. 

Q. It is a i>etter class of freight, not so inflammable?— A. Yes; cotton is easier 
lighted than anything. 

Q. There is danger from fire in cotton, is there not? — A. The insurance companies 
pay that. 

Q. (By Mr. Batchpoud.) Don’t you think the finished article, including the ship- 
ment of machinery and materials for the construction of mills, will amount to al^ut 
as much freight as raw material would? — A. I am in favor of it, but we give them 
reduced rates on machinery and material and everything else, and then they get a 
very low rate on their manufactured stuff, and they get advantages everywhere. 

Q. Is there increase<l passenger traffic as a result of the building of those cotton 
mills in different communities?— A. Well, we all want cotton mills built. I was try- 
ing to give an excuse for raising rates. 

Q. (By Mr. Smyth.) That is, that you think the traffic would bear it? — A. I said 
I supixised the railroads thought so. I will give you an instance: On my road over 
there at Monroe there is a little cotton mill, and last year they sold 1,200 bales of 
g(^8 — cloth — to be exported to Shanghai, China. Those goods went out from 
Monroe to Shanghai for $l a hundred. Mr. Johnson, general freight agent of the 
(xwrgia ;^lroad, made the rate and fixed it, and when I found out what it waa 
going at, I found I w'as only getting 3 cents a hundred out of that business. 

Q. (By Mr. Ratchford.) Out of that dollar?— A. Out of that dollar. 

Q. (By Mr. Smyth.) For how long a distance?— A. I do not know how far it is to 
Shanghai. 

Q. About 3 cents?— A. I hauled it about 10 miles; but it came to Atlanta for 6 
^ ^ Georgia Railroad got 3. That is all w^e got out of it. 

0. How much did the Southern get?— A. The Southern did not get it. As I 
understood, the railroads divided the 93 cents to San Francisco, and the balance, 7 
cente, went across the Pacific, and that is what took cotton goods out of the country. 

^ ^ cotton business ruined. I would get out of 

coUon 12 cents, and I was only getting 3 out of manufactured stuff. I wrote Mr. 
Jonnson and protested that he should not have made such a price as that without 
consulting mej and he wrote back and said that if I wanted to deprive the Walton 
mm 01 the privilege that all other mills were enjoying, I could do it; but he thought 
policy I ought to let a little mill make some money, too. 

H- Do you suppose that mill paid freight to China?-A. No; sold goods. 

Ihey are not interested in the rate of freight to China, are they? — A. No. 



4 


HEABINOS BEFOBB THE UTDUSTBIAL COMMISSION. 


Q. That rate vas made in competition with the Suez Canal and tonnage acrosa the 
Atlantic?— A. I can not speak as to that. 

Q. Don’t you suppose there are two ways to ship goods to China— over through 
Oic Suez Canal or across the continent to trie Pacific— and the railroad made the rate 
in competition with them?— A. Well, I do not get enough out of the manufactured 
stuff to pay for handling it. 

Q. How many shipments of that kind have you made? — A. I shipped 1,200 bales 
in that lot. 

Q. You do not know of any other shipments?— A. No; I do not know any others. 

Q. Only the one case?— A. Yes. I just mentioned that case as an illustration. 

Q. How do you quote shipments from that mill to New York? — A. I get my local 
rate— about 6 cents, 

Q. (By Mr. Batcjifoko.) In receiving 3 cents for a 10-mile haul, is it m)t a fact 
that you are paid proportionately higher than those other roads that handle goods?— 
A. Yes. 

Q. You admit you were paid proportionately higher than others, according to the 
distance hauled?— A. Yes. 

Q. (By Mr. Smyth.) You hauled 10 miles for 3 cents, and the Pacific Steamship 
Company hauled it 4,000 miles for 7 cents? * 

Q. (By Senator Kylk.) It was hauled from the mill across the continent here to 
the Pacific for 87 cents?— A. That is what I understood. 

Q. (By liepresentative Livinoston.) What is the frc'ight rate jier hundred from 
Atlanta to New York on the manufactured stuff? — A. 1 think it is about 30 or fiO 
cents. I can not quote the rates. 

Q. Nearly as much as across the continent?— A. Yt;s. 

Q. (By Mr. Smy'th.) Don’t you think that mill allowed the exporter the New 
York rate of freight, 50 or 60 cents? — A. I do not know how it was based or divided. 

Q. Were not those goods sold at that mill based on New York delivery, and the 
buyer received a bonus of 50 or 60 cents?— A. I can not answer that. 

Q. (By Senator Kyle.) You say you give very low rates on inachinery Ijrought 
into the country here. Do you ever grant rebates?— A. Well, I do not know what 
the main lines do. On my road we have, built two cotton factories, and w(! have 
given the manufaciturer a two-thirds rate on the machinery and material for the 
mill. I think that has be(‘n pretty generally followed in the State. I can not speak 
with certainty. 

Q. So you act in harmony with the main lines in doing that? — A. Yes. 

Q. Mutual understanding?— A, Yes. Well, I did that. 

Q. (B^ Representative Livix(j.ston.) Does the practice of granting rebates obtain 
in Ceorgia over these roads or not?— A. I think not, sir; no, sir. 

Q. Is there any discrimination between shippers that you know of.^— A. None. 

Q, Large and small Hhip|)ers?— A. No, sir; I think not; none that i have knowl- 
edge of. Of course I have seen something in the papers about these things, but I 
do not know anything about them, 

Q. (By Senator Kyi, E.) No violation of the iiiterstatc-cominercc act?— No, sir; 
I do not suppose there is any of any consequence. 

Q. (By Mr. Smyth.) You talk about special rates on machinery. Do you know 
what the rates are? — A. I do not; I think the rate on machinerv Inis Ix'cn about 55 
cents a hundred. 

Q. That is the rule, is it not? — A. I think so. 

Q. That is the charge of the minimum car rate, is it not, of 20,000 or 24,000 
pounds? — A. Ws; I can not sjieak of that because I can not fpiote through rates 
accurately. 

Q. If a car contains 12,000 pounds they have to pay on 24,000 pounds, do they not, 
and if the car contains 30,000 pounds they have to pay the excess over 24,000 pounds. 
Do you call those special rates of any great advantage or convenience to the manu- 
facturer or mill owner?— A. I do not know. 1 only unsw^ered the question about 
mill machinery, and I said we built two mills on my little road. 

Q. I understood that you said that the cotton mills were receiving special advan- 
tages and socially low rates. I want to find out if things are lieing done differently 
in Georgia iroin what they are in other States.— A. I can not quote rates. I think 
we ship cotton goods— manufactured goods — cheaper than we do anything else. 

Q. Is it not considered almiit the liest class of freight you can carry?— A. Yes 
• Q. Easiest handled?— A. Yes. 

Q. No danger of breakage? A. No. 

(Testimony closed.) 
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MEMPirtH, Tbnn., March 1900, 

TESTIHOITY OP MR. JAMES S. DAVANT, 

(hmmmkncr of the Memphis Freight Bureau, Memphis, Tenn. 

Tlie Hubcommifisionof the United States Industrial Commission met at the Pealxidy 
Hotel at 9.15 a. m,, Senator Kyle presiding. Mr. James S. Davant, commissioner of 
the Memphis Freight Bureau, Memphis, Tenn., was introduced as a witness at 11.07 
a. m., and, being duly sworn, testilied as follows: 

Q. ( By Senator Kyle. ) Please give your name, post-office address, and votmtion.-- 
A. James S. Davant, Memphis, Tenn., commissioner of the Memphis Freight Bureau. 

Q. (By Mr. Smyth.) VVdl you explain to the commission what that Memphis 
Freight Bureau is, its objects, and how long it has been in existence?— A. Jtisan 
organization of the merchants and manufacturers of Memphis for the purpose of 
adjusting ineciualities in freight rates at Memphis as compared with other competing 
points. 

(i. The object is to advance the business interests of the city of Memphis by mak- 
ing this a ix)int where cotton and other commodities can Ik* bought and transported 
as cheaply as at other cities?— A. Yes. 

Q. Have you met with much success?— A. Yes, we have accomplished a good deal. 
Our efforts are mainly directed to the adjustment of the rates to and from local 
territory. 

Q. We had before us yesterday Mr. Porter as a witness to give ns some informa- 
tion with reference to freight rates on cotton from Memphis to points east and south- 
west and southeast— that is, to the Carolina mill points, as (jompared with New 
England mill points. Can you give us information as to the.'io competing rates?— A. 
Yes. The rates to the eastern spinning points are based on 551 cents to Boston. 

Q. That is, all points that take the Boston rate, 55J cent.s?— A. Yes. 

Q. What is the rate to New York?— A. Fifty and one-half cents. 

Q. What is the rate to Cohoes, N. Y.?— A. 1 am not <iuite sure whether that takes 
the New York or the Boston rate. I think it takes the New York rate. 

Q. Fifty-five and one-half cents? — A. Possibly so; 1 do not know. 

(.j. Do you know the rates to (’arolina mill ])oint.s?— A. Fifty-nine cent.s. 

Cl. Can you give me the rate to Pinners Point?— A. Forty-two cents. 

t^. Then cotton going, say, to Charlotte, N. (^., or Greenvilh', 8. C., some 300 
or 400 miles this side of Pinners Point, would take the rate of the 59-cent point, 
whereas cotton passing through those points and going to Norfolk would take a rate 
of 42 (!ents?— A. Yes, that is true. 

Q. Does not that difference in the freight rate t(*nd to jirevent any cotton from 
Ix'ing shipped from this territory to the Carolina mills? — A. It has tliat effect to a 
certain extent. The high rate irom Memphis as compared with near-by points is 
against it. 

Q. You mean points near to the Carolina mills?— A. A^es, but the rates are rela- 
tively adjusted from all territory on the Mississip])! River, so that we are in line 
with those points in tlic distribution of our cotton. 

Q. What excuse does the railroad make for charging a rate so much higher to a 
point so much nearer Memphis than to a point farther on? — A. The rates to the 
coast points are made arbitrarily, or rather by river competition and other influ- 
ences that they can not control. 

Q. The effect, however, is to give an advantage to the foreign spinner, is it not, in 
his cotton? — A. Yes. The rates to Liverpool are .sometimes lower than to Carolina 
points. 

Q. And so the Carolina mills, instead of having an advantage by their nearness 
to cotton, are really at a disadvantage?— A. Yea; that is true with reference to Mem- 
phis and adjacent territory. I understand the objection urged to reducing the rates to 
the Carolina mills is that it would result ultimately in the reduction of local rates 
from near-by points. 

Q. Has any effort been made to secure a reduction of rates to the Carolina mills?— 
A- A’'e8; we have had it under correspondence for a numlxr of months. 

Q. It has been stated as a fact that the mills, particularly in upper South Carolina, 
consume very much more cotton than is rai.Hed within any reasonable distance, and 
they are obliged to go away for cotton. Is there any reason, if that is the case, why 
they should not enjoy at least the same rates as the New England mills on their cot- 
toil?— A. I do not know of any. My contention has been that the rates from Mem- 
phis should be the same to the Carolina mills as to Norfolk and other Virginia ports. 
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Q. {By Senator Kyle. ) Wliat about water transiwrtation to New York and Boston 
as r^ards rates?— A. We have the river from here to New Orleans, and the steamers 
thence to the East on the one side, and then we have the river from here to Cincin- 
nati and rail thence. 

Q. What are the rates to New York and Boston by way of New Orleans, by 
water?— A. I think they publish the same rates as all rail. 

Q. No advantage then in water transportation at all?— A. The present rail rates 
are fixed by that water transjwrtation. They have adjusted themselves to these 
conditions. 

Q. What about insurance for water and land transportation?— A. There is an addi- 
tional cost of insurance. The water rate from here to the East by the way of Cin- 
cinnati is 6 cents lower than the railroad rate, which is supposed to cover the dif- 
ference of insurance, and make })rovision for slow time. 

Q. (^By Mr. Ratchford.) What are the rates on a bale of cotton from here to the 
New England mill?— A. Tt) Boston }K)int.s a rate of 55 J cents i>er 100 pounds, estimat- 
ing 600 iwunds to the bale. 

Q. Are you acquainted with the rates from here to Liverpool? — A. I have them in 
the office. They are changing all the time. 

Q. Can you state approximately? Is it higher?— A. I think tliey are about 72 
cents. I have not noticed it for a day or two. 

Q. (By Mr. Smyth.) The Southern Railroad, from recent statements published, 
shows a degree of prosperity?— A. I think so. 

Q. They share in tlie general prosperity of the country?— A. I think so. 

Q. Apparently there is no excuse for advancing rates and maintaining these exceed- 
ingly high rates to local points on thcur road?— A. 1 do not understand that they have 
ever earned anything on their stock, and 1 suppose it would be reasonable to accord 
them the privilege of doing so. 

Q. Is it not a fact thatthe Southern Railroad paid a dividend on theirstock last year, 
and possibly another the 1st of April?— A. On preferred stock I think they did. I 
understand that under the old conditions, when these rates were in effect, they did 
not make anything on their stock. That is the rule with a great many of the roads, 
and especially so willi reference to the Memphis division of the Southern. 

Q. (By Senator Kvle. ) Do you know anything about the capitalization of the 
Southern road?— A. No, 1 do not, 

Q. (By Mr. Smyth. ) Is not the fact that the.se rates to local mills in the Carolinas 
are so high due entirely to their being local points on the Southern Railroad, noncom- 
petitive points, which other roads can not reach?— A. That is quite probable; I pre- 
sume so. 

Q. Therefore they make n fixed arbitrary of 17 points alx)ve the rate to Norfolk, 
about the same distance from liere?— A. J assume the fact that these are local points 
accounts for their l)eing able to hold a higher rate. 

Q. They have power to make the rate?— A. No doubt about that. 

Q. You are familiar with the interstate-(‘ommerce law?— A. Yes, sir; more or less, 

Q. Under the present law, a.swe have seen, the railroads initiate the rate of freight 
and submitit to tne commi.'<sion, and it remains in force, even if the commission objects 
to it, until the question is decided in the courts as to its being a fair rate. Do you 
think that is the fair and pro])er uav in which it should be handled by the Interstate 
Commerce Commission, or would it be better to clothe the Interstate Commerce Com- 
mission W’ith i)ower to inaugurate the rates and let them be in fon-e at once and await 
the decision of the court as to their being reasonable?— A. We think that would be 
preferable, of course, from the shippers’ staiidi)oint, and our bureau lias petitioned 
our members of Congress to clothe the commission with powers to adjust rates in 
correction of what they deem to Iw discrimination. 

Q. Would your bumiii be willing to go further and clothe the commission with 
ixtwer to audit and examine the bwksofall railroads doing interstate business, under 
competent inspectors, as in the national bank system?— A. Yes. Is that incorporated 
in Mr. Culloims amendment to the bill which is now pending? 

Q. It is covered in the re}X)rt which haa been made by this commission to Con- 
gress, which was submitted early iti February.— A. The reason 1 ask is, we have asked 
our representatives to advocate the adoption of Mr. CuUom’s amended bill. 

Q. You are in favor, then, of the Culloin bill? — A. With a few changes. We rec- 
ommended thatthe fourth section should carry the present provision as to different 
circumstances and conditions not requiring the strict observance of the long and 
short haul clause. 

Q. (By Stator Kyle, interrupting). You do not want to make the long and short 
haul clause mandatory?— A. No; we do not think that w’ould be fair, and I think it 
would work great haraship not only to the railroads but to trade centers. 

Q. (By Mr. Smyth. ) Before you accepted this position with the Memphis Freight 
Bureau, were you not connected with railroads?— A. Yes, sir. 
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Q. What road?— A. I wa« tx)nn«ete<l with the freigiit department of the Memphis 
and Charleston Kailroad. 

Q. That is part of the Southern system?— A. It is now. I was assistant general 
freight ajrent. 

Q. Is tnere a physical division or pooling system among the railroads here?— A. I 
undei>tand there is, 

Q. Ho no road can do more than its quota, or if it does it gets no more revenue?— 
A. 1 think the system is to divide the cotton business, and if a road gets more than 
its proi)ortion, and the shipper insists on its taking more, a transfer is made to some 
other road. 

Q. (Bv Senator Kyle.) And a road gets its proportion if it does not haul any?— 
A. No; 1 think they have no reyenue pool; it is a physical pool, and unless the roads 
are able to control their proportions the deficit is turned over to them by some road 
in excels. 

Q. (By Mr. Smyth.) The effect is, if the railroatl has received its full quota of 
cotton or other commodities, the shi^jper is powerless to insist on his shipments 
going by that road; it will transfer it to another road?— A. That is the way we 
understand it. 

Q. ( By Mr. Ratchford. ) What is the standard or basis upon which it is made?— 
A. The agreement as to proportion is based on the movement of past years. 

Q. On the carrying capacity of the road?— A. The strength of the lines is considered. 
Q. As Captain Hinytli has stated, the ultimate effect is what is commonly known 
as a pooling system?— A. I think so. 

Q. Do you lielieve that such a poling system is a good thing for the shipper?— 
A. 1 do not. 1 think it works rather to his detriment 
Q. The j)ublic service would be best served by each road’s having its own rates 
and affording to shippers the opportunity of having his goods go over the line he 
prefers?— A. I think so. There is one thing they claim that is worthy of considera- 
tion; that is that under the jiresent system the rates are stable and are alike to all 
parties. 

Q. 1 understand you said at the l)eginning that the rates were based on the cost 
of the water transportation?- A. Ye.s,8ir. 

Q. With reference to water transportation of cotton, for instance to Boston and 
New York, has there at any time bwn a barge line from here to these points or to 
the (xulf?— A. There has b^n no business of late; a number of years ago it was 
handled by barge to New Orleans. 

Q- (By Senator Kyle.) Would that materially decrease the expense?— A. Under 
the present rates, I think not. 

(By Mr. RATCiiFORp.) The insurance is higher when shipped by water?— 
A. Yes. 1 do not think it is feasible to ship that way under j)resent rates. That 
would be done if they should advance the rates from Memphis. 

Q. (By Senator Kyle.) What is the insurance from here to Norfolk and Pinners 
Point— the insurance rates?— A. I really do not know. 1 do not think they insure 
by rail, unless it is under the general policy that covers all liability by rail and 
water transixirtation. I think they accept the railroad’s bill of lading as sufficient 
insurance. 

t^. The insurance rate on cotton is as great by water as it is for land transporta- 
tion?— A. Yes; it would be greater. 

Q. (By Mr. Smyth.) How are your local rates on cotton to Memphis from points 
around? Are they as high as they were several years ago? Any reduction m the 
last 25 yeai>!?— A. Yes; a considerable reduction in the last 5 years. 

Q. How is that fixed; 10 miles, 20 miles, and so on?— A. No. I think it is con- 
trolled by outside competition almost entirely. 

Q. Have you a milroad commission in Tennessee?— A. Yes. 

Q. It has established these local rates on cotton? — A. It has taken no action on 
the rate question at all. The law provides they shall make a tariff of all freights 
throughout the State, but they have never done so. 

Q. You consider the local rates on cotton to Memphis as fair?— A. No; we have 
some contention. Some of them we think are fair; others are too high. 

Q. I suppose you are kept busy looking after these inequalities?- A. Yes; 
thoroughly so. 

Q. And you will touch upon the question of rates to the Carolina mills?— A. Yes; 

to get that adjusted, although we have not had very much encouragement. 
Q. (By Mr. Ratchtord. ) You have made some allusion to the long and short haul 
clai^. As an experienced railroad man, I should like to have your opinion on that 
subject more fully. U pon what basis do you Ijelieve that matter should he adjusted?— 
A. It is a very intricate question. 1 do not know that I could outline any general 
pnneipies that would govern the matter. The conditions are so different at dmerent 
points that it is hard to establish any rule. 
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Q. Do you know of any good reasons why it will cost more to ship a bale of cot- 
ton from Memohis, for instance, to Charlotte, N. C., than to ship the same bale to 
aNew England mill?— A. No; it would not cost the railroad as much to handle the 
bale of cotton to Chplotte. 

Q. It taxes the shipper more, we understand?— A. Yes. 

Q. Do you know of any good reason why it should?— A. No; I do not. It seems 
to me these rates should be adjusted. 

They simply have the pcwer to do it?— A. I think they 
should be adjusted more nearly in relation to the rates to the Southern seaboard. 

Q. ^By Mr. Ratciipori). ) The causes that operate in that instance operate in all 
other instances where the distance is about eiiual, do they not?— A, I do not under- 
stand your question. 

Q. The causes that operate in that instance operate in all other instances where 
the intermediate points near the ^nie relation to the initial point and the New Eng- 
land point we speak of/ — A. Not in all cases. Many of the lines undertake to apply 
the long and short haul clause strictly. The situation with reference to these mills 
I can explain in this way: Very frequently we have had here what you might call a 
war of rates; that is, under competition between the various roads, cotton rates to 
the Eastern points have been reduced below a paying basis. Under these conditions 
it does not seem to me that the railroads should be forced to carry that competition 
fo their local territory, where they have to get the principal part of their earnings. 
Therefore it seems to me that the application of the fourth section of the long and short 
haul clauso would be oppressive. We have a case in point w hich I can illustrate 
by, and that is in the rates from the East to Memphi.s. We hold these rates are 
entirely too higli as compared with the rates from the ICast to St. Louis. We are in 
competition actively with St. Louis to all points on and west of the Mississippi 
River, and our contention is that the rates from the East to Memphis should be the 
^me as to St. Louis. The railroads say that they can not make that adjustment, to 
do justice to Memphis, without destroying their whole rate structure between East- 
ern {loints and Memphis. That line of reasoning deprives us of being put on a com- 
petitive basis with the jicople wo are competing with. 

Q. The practice of the railroad com])anies, we understand, is to meet competition 
at great shipping centers, and to impose the same rate generally on intermediate 
wints along thdr own road, even if the haul is shorter, Jf that he the purpose, and 
I do not think it will be disputed, does it not operate against the building of facto- 
ries and other industries at these intermediate points along its own line of railroad/ — 
A. I should think it would. 

Q. In the end what interest is served by the the company? Is their own interest 
served particularly if they prevent the building of factories and mills and industries 
of all kinds by reason of this discrimination in freights?— A. Of course the lower the 
rateJJtoand from their local points the greater will lie the development of those 
points. There is no question about that. The only (luestion is whether they can 
afford it. 

Q. (By Mr. Smyth.) Would not the increase of business coming from those points 
more than reimburse them for any loss?— A. It midit and it might not. 

Q. (By Mr. Ratchford.) Is there any distance oasis that might lieadopteil that 
would minimize the discrimination against intermediate points? I ask you that 
question as an experienced railroad man— in general terms?— A. I do not think I 
could answer it. 

Q. You do not know of any?— A. No. 

(Testimony closed.) 


Washington, D. C., Ma// IJ, 1900. 

TESTIMONY OP MR. H. R. FULLER, 

Eepr^en^Mive of tlie naiwnal broUierhoods of railroad employees at Washinyton during the 
sessions of the Fifty-sixth Congress, in matters pertaining to national legislation. 

The commission met at 11 a. m., Mr, Phillips presiding Mr. H. R. Fuller, legis- 
lative representative of the Brotherhood of Ixicomotive Engineers, Brotherhood of 
Locomotive Firemen, Order of Railway Conductors, Brotherhood of Railroad Train- 
men, and the Order of Itailroad Tel^raphere, was introduced as a witness, and, being 
duly sworn, testified as follows; 

Q. f^By Mr. Phillips). Will you state your name, residence, and occupation, 
please?— A. H, B, Fuller, 1836 Sixth avenue, Beaverfalls, Pa.; legislative represen- 
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tative Brotherhood of Ijocomotive Engineer, Brotherhood of Ijocomotive Firemen, 
Order of Railway ConductorH, BrotherhoiMl of Railroad Trainmen, and the Order of 
Railroad Telegraphers. 

Q. Representative?— A. Yes. 

Q. In what capacity?— A. Looking after matters in which they are interested in 
the wav of national legislation. 

Q. (By Mr. FAKQniAR). How long have you lanm representative of the brother- 
hoewis here?— A. Well, over a year now. I was here at the session last winter, and 
came here a little while after the opening of the prea(*nt session this winter. 

Q. Your credential its representative then comes from all of those separate bodies?— 
A. It might be well to submit my credential; I have it right here. It is signed by 
the (sxeeiitive officers of these organizations. 

Mr. PiiiLi-irs. Will the secretary jdease read it for the information of the 
oommi.ssion? 

(The secretary rea<l th(' paper submitted by the w’itnes.s, jis follows:) 

Wa.shinoton, I). C., December (>, 1S99. 

To whom the.se presents may concern, greeting: 

This is to certify that at a mwting of the chief executive officers of the following- 
named railroad labor organizations, the Brotherhood of Locomotive Engineers, the 
Brotherh(K)d of Locomotive Firenn'ii, the Order (»f Itiiilway Conductors, the Broth- 
erhood of Railroad Trainmen, and the Order of Railroad Telegraphers, held at 
Wadiington, I). O, December (5, tin* la'arer hereof, Mr. H. R. Fuller, whose 
signature appears below, was duly choscai to serve as the representative of the said 
organizations at Washington, 1). C., during the ses.sions of the Fifty-sixth (Vmgress, 
in mutters ])ertaining to national legislation. 

P. M. ARTnuK, 

(Irand Chief Kmfnieer, B. of E. 

E. E. (h.AHK, 

(Jremd Chef (hndiuior, 0. of R. (\ 

F. P. Hau(}knt, 

(jnmd MoHter^ B. of /,. F. 

P. H. Morrissky, 

(irond }f(jHter, R. of li. T, 

W. V. ]>owru;, 

^ ^ „ Deenideni, 0. of R. T. 

11. R FiT[;LEn, Repreneviafire. 

Q. (By Mr. Ke.vnkdy.) When not representing the brotherhoods now, are voii 
employed as a railroad worker?— A. Yes. 

Q. In what capacity?— A. It miglit be well to give you a statem<*nt of my services 
and tin* fact that 1 am an employee in actual .s(‘rvic(* when not engaged here. Hervi 
IS a statement from my general superinteinUmt of the Pittsburg and Lake Erie Rail- 
road Company. 

(The secretary read the statement as follow'^s:) 


[The Pittsburg and Lake Erie Rjiilroad Company, .T B. Yohe, general hupemitendcnt.] 


™ , . ViTKiiVUv., Pa,, Jkcember 1899. 

10 whom it may concern: 

This is to certify that Mr. H. R. Fuller is a pa.s.senger conductor at present in the 
employ of the Pittsburg and Lake Erie Railroad Company, and is granted leave of 
absence at his own request. 

His term of service is as follows: From April 1, 1887, to May 17, 1889, freight brake- 
man; from May 17, 1889, to October 25, 1898, freight conductor; from October 25, 
1898, to date, passenger conductor. 

Yours, truly, B. Yoiie, (Jenernl Superintendent. 


Mr. Phillips. If there are no further (luestions the statement of Mr. Fuller will 
now be read. 

(The statement was read, as follows:) 

Mr. Chairman and members of the Commission: Having received a copy of your 
topical plan of inejuiry on the conditions of labor and capital employed in transpor- 
tation, with an invitation to make answ'er thereto, I desire to give you such informa- 
lon on que.stion8 1 to 24 as 1 have been able to collect, my answers being mostly 
m of those classes of railroad employees which comprise the 

mem^rship of the five railroad labor organizations, i. e., Brotherhood of Locomo- 
Locomotive Firemen, Order of Railw'ay Conductors, 
urotnerliood of Railroad Trainmen, and Order of Railroad Tel^raphers. 
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Term and condiUms of employment.— Where employees are organized on protectivi 
lines the terms and conditions of employment are, as a rule, made the subjects o] 
mutual written agreement between them and their employers. This is generally 
done through committees representing the employees ana the chief operating offiwi 
of the road. These agreements generally stipulate the rates of wages to be paid, 
hours of labor, pay for overtime, conditions of advancement in the service, and also 
make provisions for fair and ijiipartial trials for employees before they are suspended 
or dismissed from the service, and many other matters which are of much interest 
to the employees. This plan has been brought about through the influence of the 
organizations of the employees, and it gives greater satisfaction than where the men 
work under conditions wholly prescribed by their employers. Where the employees 
are unorganized they do not enjoy these privileges, and are comiielled to work under 
conditions laid down by the employers, which experience has shown are not so fav- 
orable. A fair comjiarison of the conditions of organized and unorganized labor 
will, 1 believe, prove to the unbiased mind that labor organizations are a great 
assistance to the laboring clas8e.s. 

In addition to the rules and conditions of employment mutually agreed to and 
made by the employees and the companies, the companies have many rules and con- 
ditions that must be complied with by the men. The enginemen are required to 
pass examinations on the rules, machinery, and the workings of the air brake and 
steam-heating apparatuses. Trainmen are required to pass examinations on the 
rules and the workings of the air brake and steam-heating apparatuses; and in addi- 
tion to this, passenger conductors are required to pass examinations on their 'duties, 
such as the handling of coupon tickets, mileage books, and other forms of transpor- 
tation. 

These requirements are right and fair; indeed, they are essential to the safe and 
successful management of a railroad, and they are so considered by the employees; 
but there are many other conditions under which men are required to work that they 
think are very unfair, and great objections are made to them. For instance, some 
companies have required as a condition of ernployinent that employees should not 
hold membership in any labor organization. The employees think this is an 
encroachment upon their liberties, and many protests have been made; and as a 
result of such protests some States have i)as.seii laws forbidding the p^tice; but in 
some cases such laws have been declarea by the courte to be unconstitutional. An 
act passed by Congress, and approved June 1, 1898, forbids this practice, but it is 
known that the spirit of the law is being violated. 

Some companies require as a condition of employment that the employees become 
memliers of the relief associations conducted by such companies. This the men also 
consider unfair. Section 10 of the act approved June 1, 1898, also forbids this prac- 
tice, but nevertheless men who do not signify a desire to join theUi are not given 
employment. 

New employees are reouired to pass a physical examination, and only those who 
are sound in Ixxiy and limb are given employment. This rule has worked great 
injury to many good, competent, and experience<l employees who have received a 
slight inju^ while in the service of one company when they seek employment with 
another. This rule would not seem so unju-st if the physical defect rendered the 
man unfit to perform the service sought. But this is riot the case, for in many 
instances men are refused employment on account of the loas of a finger or a small 
part of a hand or foot, which, I might say, would not in the least interfere with their 
performing their duties. I have given some thought to this question, and I have 
been unable to find a good reason why the companies should adopt such a stringent 
rule. 

Many companies have also adopted an age limit— that is, they will not give employ- 
ment to men who are over a certain ^e. The limit varies; some roads make it as low 
as 25 years while others have placed it as high as 40 years. There is one thing sure to 
result from the physical examination and the age limit, and that is the overstocking 
of the railroad labor market, for it must be remembered that thou^ds of railroad 
employees are injured every year, and many who lose employment with one company 
will find themselves debarred by the age limit when they seek employment with 
another. The report of the Interstate Commerce Commission for the year 1898 
(page 63) gives the ratio of trainmen injured to those employed as 1 to 11, and it is 
fair to assume that a great many of these were not injured to the extent of being 
incapaciUibed from |)enonning the duties of trainmen. I can not give you any figures 
as to the number of men who are thrown on the market on account of the age limit, 
but when we look around and see the great army of employees who are over the age 
of 80 or 40 years, it is not hard to predict the result of a rule which denies them 
employment by other companies when they lose their present situations. 
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I believe there should be l^islation requiring railroad companies to keep their 
rates of wages and rules governing the conditions of employment posted in conspicu- 
ous places where they can be seen by their employees. This would enable the 
emptoyees to at all times know just what compensation to expect for the various 
kinds of service. It would prevent much controveray and give greater satisfaction. 

Rales of wages.—The rates of wages of the different classes of employees vary con- 
siderably, the engineers being paid the highest rate, conductors the next highest; 
then follow the firemen, brakemen, and telegraphers, the telegraphers receiving the 
lowest rate of all. I understand that the executive officers of our oiganizations nave 
furnished the commission with figures showing the amounts paid to each class, so it 
will not be necessary to furnish any further data; but if the commission desires it, I 
would be glad to furnish it with some of the schedules of wages now in force on some 
of the roads. 

Q. (By Mr. Clarke. ) I would like to know right there why it is that telegraphers 
are paid the lowest wages?~A. Well, I think the greatest reason for it is that they 
have been the last to organize, and the consequence is that they work longer hours 
for a day and get less pay than the other classes. 

Q. Obviously, they are skilled employees?— A. There is no question about it. 

Q. And must have a very large responsibility for human life?— A. Yes. 

Q. And property?— A. Yes. 

Q. (By Mr. A. L. Harris.) Are not many of them quite young men, also?— A. 
Well, there are quite a number of young men, but there are not as many boys 
employed nowadays as there used to be as telegraph operators. 

Q. (By Mr. Farquhar. 1 Is there an overplus of telegraph operators on the market 
now?— A. Well, I do not know that there is just at the present time. 

Q, I)o the business colleges of the country still turn out telegraph operators?- A. 
Well, 1 lielieve there are some places that do. 

Q. In the telegraph business do they apprentice the learners? Are they connected 
with the railroads and with the telegraph work of the railroads where they learn, or 
do they learn outside and go into the roads? — A. Well, tliere are some who learn 
with the agents and operators along the roads, and then, as I have said, I believe 
there are colleges— telegraph schools— which educate them. 

Q- Y ou can’t give a definite idea as to the numbcT of telegraphers compared to the 
needs of the service?— A. No; I can not give you any figures on that point. 

Q, In the matter of strikes here on this Southern railway system, w'as it much of 
a difficulty for the railroad there to fill the places of those men who went out?— A. 
Well, I have not been able to get hold of the proper information in regard to that 
strike to give an opinion in regard to it. 

Q. Do you as a member of the order think that any one of your brotherhoods can 
sucees.sfully strike without the coofieration of one or more of the brotherhoods?— A. 
Well, 1 think they can successfully to some degree. Circumstances in each particu- 
lar case w’ould govern more or less. We must, however, agree that the more com- 
}>act the employees are in an organization, whether it be one organization or sev- 
eral federated together, they are in a better position to cope with the employer. 
In other words, my opinion of the matter is that if the men in one certain class of 
employment can benefit by a trades union of their own, it is just as logical to carry 
It further, so that all can benefit by several trades unions coming together, when 
they are all interested in the questions at issue. 

Q. In case of a strike, for instance, with the telegraphers on a railroad system 
striking parties usually ask for the cooperation of the other orders?— A. 
Well, we had a federation a short time ago, but it was dissolved. According to the 
laws of that federation one organization could not strike without they all did. It is 
not so now, however. Each organization is by itself, and it does not have to have 
the ^nction of the other oiganizations before its memliers can strike. 

( Continuing to read : ) 

Bassis and stabUitp of waye«.— Numerous reasons are offere{i by railroad companies 
why wag^ should not be raised, and why wages should be rwuced. A falling off 
m the volume of business is generally the reason offered for a reduction. Requests 
for advances are generally met with many ai^guments against an increase. As a rule 
wages are not advanced voluntarily, and generally where reductions have been made 
on account of a decrease in business the wages are not voluntarily restored wW 
w^ineM increases, restorations being generally made on the request of the employees 
through their organizations. 


1 he stability oi wages depends to some extent upn the volume of business done, 
out the one great essential to the receiving and maintaining of fair wages is a 
ihorough oigamization of the employees, led by fearless yet conscientious men, men 
Who are capable of knowing right from wrong and who will unceasingly contend for 
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the fonner, but shrink from resorting to the lather to gain any end. Experience 
has shown that those employees who are unorganizetl suffer the most from wage 
reductions. 

Discharge and Ruspemion, and the reason therefor.— 'The reasons for discharge and 
suspension are numerous, and it would be almost impossible for me to name all of 
them. The plans of discipline in use on .some roads differ somewhat from the plans 
in vogue on others, and an act that would be considered a serious offense on one road 
might lx* treated lightly on another. This is due to the differences of opinion of 
different officers as to the best way to handle *men, some of them thinking thal 
severe discipline, even for small onenses, is the l)est, while others believe that a 
better feeling exists between the company and the men where the employees are 
not severely disciplined for trivial offenses, which have caused no accidents and 
little inconvenience. 

The general reasons for disiffiarge and suspension are violation of rules, negligence, 
re^onsibility for accidents, oversleeping, and intemperance. 

There are many instances where men have been discharged and suspended 
unjustly by subordinate officers, and have appealed their cases to their organizations, 
which, through their committees, have taken their cases to the higher officers of the 
road and established their innocence, and the men have been reinstated in the .serv- 
ice and paid for all time lost on a(H“t)unt of such discharge or susjiension. This, how- 
ever, is only accompli.shed through the labor organizations, for if the men were not 
organized, they would hardly dream of getting such consideration at the hands of a 
general manager. It is the strength ami influence of the organization that gets the 
general manager’s ear and causes him to notify his sulxirdinate officers that the 
employees have rights that must be respected. 

Employees have been discharged, and threatened with discharge, for being mem- 
bers of laoor organizations, and for being active in the work of the same. They have 
also been discharged for taking part in political and legislative matters looking to 
their best interests; but this is co\wed up by assigning othercauses for such di.scharges. 

In addition to the increase in work put upon employees by the adoption of heavier 
engines and longer trains, many roads have introduced new systems of rciiorting. 
These new fonns of reports are for the {)urj[)Ose of giving more detailed information, 
and in many emeu it requires almost twice as much time to till them out as it did to 
fill out the ones formerly in use. Then, too, employees are re(iuired to re})ort many 
matters that formerly no note was made of. This greatly increa.sed mental strain 
upon employees has, I believe, cau.sed many of them to overlook some im])ortant 
part of their work, for which they were discharged or suspended. 

I believe this tendency to pile so much clerical work upon employees is wrong, 
and the overtaxed minds of trainmen, actually engaged in the movement of trains, 
should be relieved by taking from them all clerical work which can bo done just as 
well by office clerks whose minds are not burdened with the responsibility of the 
safe handling of our freight and passenger trains. 

I believe there should be legislation requiring railroad companies to allow 
employees accused of any offense to see and hear all evidence against them; and, 
if msenarged, to give them in writing the specific reasons therefor. 

Blacklisting . — Tlie present plan of blacklisting is carried on by private correspond- 
ence between the company from which the man seeks (‘inployment and his former 
employers. While this plan is somewhat different from that in use some years ago, 
I believe it is guite as efrective, if not more so. It is generally done in this way: 
The man seeking employment is required to fill out a blank form prescribed by the 
employer, on which he gives his name, age, and, in detail, his personal description, 
and in some cases must give his photograph. He must also give the names of all 
roads he has worked on for a certain number of years, and the cause for leaving the 
same. With this information at hand, the employer writes to the former employers, 
and if their reference is not satisfactory, he is not given employment. On these 
blank applications for employment men are required to answer many other ques- 
tions, to which they must make oath; and 1 know of one road on which the train- 
master’s chief clerk is a notary public, and administers the oath to the applicant, 
and charges him 50 cents therefor. This same company also requires the applicant 
to pay a fee of $1 for a medical examination, providing he is accepted as an employee. 
I submit a copy of the above-described form: 

[Form 483 C.T.] 

The Railroad Company. 

Instructioris.—All applications for employment as a^nts, operators, engineers, fire- 
men, engine dispatchers, conductors, brakemen, tram ba^age men, yard masters, 
assistwit yard masters, switch tenders, signal men, tower men, crossing flagmen, mte- 
men, and such other employees as may be designated by the general superintendent, 
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niiist be made by the applicant himself in duplicate on this blank and sworn to before 
a notary public. The applicant will then report to the company’s surgeon to have his 
sight and hearing tested, and when position applied for is in the engine, train, or 
switching service, for a physical examination also. Surgeons making such tests and 
examinations will report result of same in proper place on this blank, sending one 
report to the employing officer and the other to l)C retained by examining surgeon. 
A fee of $1 will be charged for making such examinations, and the same will be paid 
by the company, unless the applicant is accepted as an employee, in which case the 
amount of the fee will be deducted from his wages. 

Note.— W hen this application blank is properly filled opt and sworn to, the appli- 
cant may l>e allowed to enter the service on prohofion, provided there is need for bis 
8i?rvice.s and he ha.s jiassed a satisfactorv examination, but it must be distinctly 
understood that Ijefore he can be considered an accepted employee the written 
approval of the employing officer must be obtained. 

APCLICATIOV KOK SITUATION VS . 

1. Name in full, . Age, . Railroad experience, . 

2. Date of birth, . Place of birth, . 

8. Height, ft. inches; form, ; weight, lbs.; complexion, ; 

hair, ; eyes, ; nose, ; hair on face, ; color, ; color of 

eyes, ; si/e of eyes, . Remarks: . 

4. Name of wife, If living (if unmarried, so .state), ; residence (city, 

street, and number), . 

5. Name of father and mother, if living, , ; residence 

(city, street, and number), . 

t). If unmarried and parents are not living, name and address of nearest relative, 

7. Names and a<ldres.ses of any persons dependent on you for .support or to whose 
puj)p(»rt yon are contributing, , 

H. By wliom employed at present? ; where? ; No. , street, ; 

town or city, ; State of . 

In what cajiacity are you employe<l? . 

t). Why did you leave your bust place? . 

10. State what railroad experienc(‘ you hav(‘ had, giving name.s of roads, in what 
capacity employed, length of ser\ice on each road. If you have not previously lieen 
employed by a railroad company, stati; by whom and when and where you were 
employed. (A|)p]icant mn.st here give his history for last 5 years, beginning with 
Ins position of 5 years ago and giving each year in regular order down to date. ) 


Dates 

Kniployod at 

III service of (Irtn I Under manager or 
or company, j .superinlemfent. 

Reason for leav- 
ing. 

From— 

To- 

As— I Addre.s.s. 




, 



11. Whom do you wish notified in ca.se of injury? . 

12. Have you ever been injured? If so, when? . Where? . How? 

. And extent of injuries? . 

13. Have you now or did you ever have any litigation with any railroad company? 

14. Have you ever been in the employ of the Railroad Company before? 

^ when, in what capacity, on wliat division, and cause of leaving. . 

15. i)o you use intoxicating liquors? . 

Ifi. Have you ever before made application for employment and been subjected to 

a phy.sical examination? If so, when? . Where? . And by what 

physic ian was examination made? . And w^ore you accepted or rejected? 


17. My hearing is and eyesight - 


My present address is - 
Date at this — 


-, and I able to distinguish colors. 

(Sign here) . 


dav of ■ 


State op , County of .w 

first duly sworn, .says that he is the applicant named in the 
or^mg application; that said application is signed by him, and that the answers 
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to questions in said application are made in his own handwriting, and that each and 
all of the answers contained in said application are true. 


Subscribed and sworn to Ixjfore me this day of , 1 . 

, Notary Public. 

I hereby acknowledge receipt of a cony of the rules and regulations for the gov- 
ernment of employees of the operating department of the Railroad Company 

and all amendments thereto, and also a copy of the current time-table, and agree to 
familiarize mvself with ami observe all the same and to keen advised of such amend- 
ments to said rules as may lie hereafter made, and have nad explained to me the 
dangerous nature of the service in which I am about to engage, 

Bated this day of , 1 . 


Surgeon* 8 certificate. 

[To be filled out and signed after a pmonai examination by the company’s surgeon at- and 

approved by company’s oculist.] 

The following is the result of my examination of Mr. . 

[To be signed by applleant in presenee of examiner.] 

1. When placed at a distance of (20) feet from the test types, the last (5) letters 

read correctly by the applicant arc right eye (20) left eye (20) 

both eyes . 

2. A, The applicant selects skeins numbered as follows, as being of the same color 

as test skein A. . 

B. The following as Inung of the same color as test skein B. . 

0. The following as being of the same color in* test skein C. . 

3. The applicant hears the tick of a watch with the right ear at inches; with 

the left ear at inches. For ordinary conversation at a distance of twenty (20) 

feet, the hearing is (exjiressed in fractions). 

I find that there is evidence of liis having been successfully vaccinated; that ho is 
not suffering from any disease or disability other than noted, and that he does not 
manifest any evidence of an abuse of intoxicating liquors. 

I hereby certify that, having examined him for defects of vision, color, perception, 

and hearing, and for other physical defects, I find him | jiaq^aUfied } 

position of — . 

Disqualifying defects . 

Defects that do not disqualify . 

Remarks; . 

Examined by , 

Surgeon at . 

Date of examination . 

[To be .signed by surgeon making the examination.] 

Approved: 

, Ocidist. 

(Reverse side:) Form 483 C. T. The Railroad Co. applica- 
tion of for position as ; dated = , 1 ; employed 

, 1 ; approved . This indorsement to be filled out and 

signed by employing oflScer. Memoranda . 

I might add here, this is the form used by the road on which the train master’s 
chief clerk is a notary public and administers the oath to the appliiant for employ- 
ment. This road has no “relief” or “hospital” dejwtment, but still it requires its 
employees in engine, train, and switching service to pass a physical examination. 

I have been told, too, by men who sought employment from this company that 
this physical examination is so rigid and searching that when they go before the sur- 
geon they are required to strip tlieinselves stark naked. 

I desire to call the commission’s attention to the note in the instructions at the top 
of this application. Y ou will see that it allows the applicant to enter the service ‘ ‘ on 
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prolMtion after he has sworn to the application blank. This is for the purpose of 
putting a man to work immediately wnen they are badly in need of his service, 
without waiting to hear from his former employer. Now 1 call your attention to the 
following remarkable words in this same “note:” “But it must bo distinctly under- 
stood that ^fore he can he considered an accepted employee the written approval of 
the employing officer must be obtained.” It is by these words, injected into this 
paper that the employee aims, that they get the authority to dismiss a man after 
they have heard from the former employer. If the reference is not suitable, the 
“employing officer” simply withholds his “written approval” from the “applica- 
tion blank,” and the employee is therefore dropped from the service. 

By this plan men are sometimes given work and permitted to remain in the service 
sometimes as long as two months, and are then discharged. 

You will see by this that although this paper says they are not “accepted” em- 
ployees, men have been hired into the service and performed actual work for quite a 
period of time, and, to put it in its true light, were discharged for no other reason 
than that the letters written by their former employers were not satisfactory. 

The greatest objection to this application is the reference feature, which enables 
the former employer, if he is so disposed (and a great many of them are), to keep a 
former employee from obtaining employment elsewhere by carrying on private cor- 
respondence with the officers of the road on which the man tries to get work. If 
the employee was permitted to see the chai^ges made against him by the former 
employer and allowed to combat them, the objection would not bo so great; but he 
is aenied this privilege and is only told that “his references were not good and ho 
can not be accepted as an employee;” and he goes to some other road for employ- 
ment, give.8 the same references, and in a short periofl is told the same story. In 
some cases thevare not told that their references are not good, but are told that they 
are dismissed for some other reason. I know of one instance where a man got new 
employment with a company which operated a relief department in which employees 
were compelled, as a condition of employment, to participate, and which requirecl the 
employee to pass a medical examination, and, although the physician who examined 
him told him that he had passed a good examination, after his former employer had 
been heard from he was told by the yard master that his medical examination was not 
satisfactory and he could not be retained in the service. This statement made by the 
yard master was untrue, and further proof of its falsity was shown by the fact that 
this same man afterwards entered the employ of this same company and passed 
a satisfactory examination for its relief department, the only difference being that 
he went to work on another division of the road. Men have traveled from one part 
of the country to another, but still the former employer has by this secret plan kept 
them from obtaining employment in railroad service, although it may bo tnat these 
men have been guilty of no wrong, have not broken any rules of the company, have 
not caused any accident or the loss of any property, but have only exercised their 
right to leave the service rather than submit to some wrong that was being imposed 
upon them by some officer. 

The second objection to this application is the requiring of an applicant to say 
whether or not he has ever had any litigation with any railroad comjmny. The rea- 
son, apparent to me, why a railroad company should ask this question is to create 
a fear in the minds of employees that if they institute damage suite against their 
employers it will act as a hindrance to their obtaining employment on other roads. 
The laws of the land give the people the right to seek redress through the courts, and 
surely a railroad employee who has been injured through the negligence of a railroad 
company should be no exception to the rule. I think such a question in an applica- 
tion for employment is entirely out of place. 

The third objection is the requiring of an applicant to make oath to his application. 
This is objects to on moral grounds. There are times and circumstances which 
make it necessary to place men under oath to get the truth, and I am a firm believer 
in its use on ext^rdinary occasions, but I believe the more limited we are in its 
use the more solemnity attaches to its taking, and therefore good results can be 
expected; but if it is to be made common use of, the reverence now shown it will 
gradual I y grow less, and thereby its usefulness will be impaired. And I can conceive 
of no one influence that would contribute more to this result than these actions of 
our railroad companies in using the oath as an instrument to keep bread and butter 
out of the mouths of the famifies of the unfortunate employees who are looking for 
employment, for they have, through their secret plan of blacklisting, deprived men 
of the chance to earn a living, and I might say almost compelled them to first make 
false statements and then make oath to their truthfulness in order to secure employ- 
ment The moral effect of such a system is to lie deplored. I say this with all respect 
to the honor and int^rity of the railroad employees of the country. There is no 



16 HEABINGS BBFOBE THE INDUSTRIAL OOmaSSlON. 

class more faithful than they, and none upon whom more dependence can be placed; 
but they are only human, and they must either see their families want or meet this 
condition b^ swearing to a false statement. 

When this plan of reference was first put into use by the railroad companies, the 
officers of the roads said it was only to be used to get rid of that class of employees 
who would work only a short time in one place and would become intoxicated every 
pay day and quit their jobs and go to some other road, leaving their debts unpaid. 

As this class of men was as unfavorable to these organizations as it was to the rail- 
road companies, no great objection was made by them at first, although it was sin- 
picioned that the plan was never intended to stop where its originators said it would; 
and it was only a short time until these predictions were verified. It was soon used 
against pod men, simply to patify the minds of unscrupulous officei's, and so unre- 
lenting have tliey been in applying this system that they have driven men to despera- 
tion. As an evidence of this fact I submit to you the following editorial, taken from 
the liailroad Trainmen’s Journal for April, 1895, which contains a short story which 
must be appalling to anyone who will meditate for one moment: 

“the hlackliht. 

“To stigmatize a person as untrustworthy, to place his name on record for the gen- 
eral information of those seeking a knowledge of his reputation as a workman, or as 
anything else, for the purpse of branding him as an untrustworlhv or even danger- 
ous person, is to blacklist him. In the past few months the force oi this most potent 
weapon of capitalism has been felt as lu'ver before. While it may be an easy way to 
dispose of the matter, for many of those who are in a position to know sometliing of its 
workings, to dismiss it with a laugh and the statement ‘Thereis nothing in it,’ the stub- 
born fact remains there is something in the blacklist, and it is preventing many good, 
reliable men (whose only fault is they struck, as they believed, for what was right) 
from obtaining work at any employment. To discover and to prove a discovery of the 
existence of this gigantic sy.stem of blackmail as it is being enfon-ed at this time are 
two different thinp. While there is no room for doubt in the minds of workingmen 
(wlio have sinned) of the existence of such a plan to drive them off the earth, they 
seldom if ever secure the necessary evidence to prove what they know to be true. 
Since the strike of last summer the man looking for raMroad work who can not sati.s- 
factoriiy account for Ids whercalKiuts and actions during that time liy proof positive, 
furnished by a railroad company, had better have stood still and waited for some- 
thing to come to him, for he has not been able to find it in looking for it. His pre- 
vious record discharged him at every point he was able to get to work (few enough 
in number), and made of him a tramp and an outcast because he had violated a cor- 
poration commandment for which there could be no forgiveness granted. * There is 
no crime so black, no criudnal so far beyond pardon as the nian who has brought 
Idmself under the displeasure of united capital l)y l)eing a participant in a strike. It 
seems peculiar that tnis offense is punishable by a penalty almost as harsh as death 
itself. It condemns a man to waiuier over the earth in a hopeless, discouraging effort 
to obtain employment which he can not be given because of a ilamnablc agreement 
between the managers of capital, until finally, in desperation, he takes his own life 
rather than prolong it under the detestable conditions of living as a tramp. To bear 
out this statement we quote this news item : 

“‘Denwr, March?.— A. Hamilton, conductor on the Atlantic and Pacific until 
the strike of last year, put a ball through his head this afternoon at the American 
House, where he had registered from Cheyenne, Wyo. He had been out of work ever 
since the strike. Ho ran a train out of Williams, Ariz. Since that time he had trav- 
eled over the entire West, but almost everywhere he had found the dread blacklist 
ahead of him, and where he did ^t work it was only for a day or two until employ- 
ers found out, and then he would receive his letters of dismissal with the statement 
that he did not give satisfaction. As a last hope he wrote to his old train master, and 
yesterday received a letter that he could not promise anything to a man who had 
taken part in the strike.’ 

“This is one instance wherein one fugitive from corporation wrath has in, despera- 
tion taken his life to escape the persecution of his relentless enemies. How many 
more unfortunates have fallen in their attempts to make a living can not be known, 
but it is safe to say the case of Hamilton is not an isolated one. By what right, legal 
or moral, can a corporation or combination of corporations hound a man to his grave 
for the awful offense of quitting his employment? Managers of corporations wage 
war against one another, yet they do not presume to refuse to do business when it is 
necessary. There is no stern refiLsal on their jart because some one of their own 
clique has given them the worst of a bargain. Men make mistakes and are generally 
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often in bat i^ves no employer a r^ht to prevent them from earning a 
living eomewHere elee. A most commendable law has been introduced in the Minne* 
sota legislature looking to a correction of this growing evil. It reads: ‘The term 
“blacklisting" shall be construed to mean the entry, private or otherwise, on a book 
or boolM of record, official or otherwise, or upon a private or public bulletin of any 
nature whatsoever, by any person or persons, coniorations, firms, organizations, 
a&sociations, societies being or^ized, of the names of any person or persons, corpora- 
tions, firms, organizations, associations, or societies, which may operate in any manner 
to debar, hinder, or restrain any workingman, laborer, or mechanic from procuring 
employment, or seek to require or compel any workingman, laborer, or mechanic not 
to be or become a member of any labor organization within this State.’ Provision is 
also made against watermarks and other cipher or secret writing. The bill makes 
penalty for blacklisting a fine of not to exceed $1,000 and confinement in the State 
prison for a term of not to exceed 1 year. The measure is all right and its intents 
arc unquestionable, but the great obstacle in the way of its effectiveness rests in the 
fact that proof can not be obtained sufficient to secure conviction. Men may be 
reasonably certain their surmises are correct and still lack the necessary evidence to 
8!ibstantiate their beliefs. The question of record is a broad one in its own way. No 
man can ask for a recommendation unless ho has it honestly coming him, and for 
him to get liehind the scenes and explore private matters is impossible. If companies 
persist m following up the practice of blacklisting, a law effectually prohibiting its use 
will be very difficult to enforce. We wish it were otherwise and the infamous system 
of blackmail laid away forever." 

The Journal has truthfully said, “The case of Hamilton is not an isolated one." 
While I am not able to give the commission any data as to cases exactly like this one, 

I know of cases where men had been hoiin(led over the country by their former 
employers and kept out of employment until they became desperate, and traveled 
miles back to their old superintendents and threatenetl their lives if they did not cease. 

It is not my desire to 1^ sensational in this matter, and I hope I will he correctly 
understood. As I understand it, the commission wants the facts, and I believe it is 
my duty to give them to you, and let you know how the employees feel about this 
question. 

As to the feeling of the employees, I can express it no better than does the follow- 
ing resolution, which w^as passed by a large union meeting of the organized railroad 
employees at San Antonio, Tex., September 1), 1896: 

“Whereas the system of blacklisting discharged employees is in direct conflict 
with the spirit and intent of the prineiples upon which this Government is founded, 
and is glaringly unjust: Therefore, l )0 it 

^‘Umh'ed, That we demand such legislation as will forever prohibit blacklisting." 
(Railway (Conductor for October, 1896, p. 612.) 

To say this pra(.*tice has become unbearable is only to i)ut it fairly, and I hope this 
coiniiiission will he able to suggest some legislation that will stop it. Many States 
have jiassed laws against blacklisting, and the national law passed by Congress, 
approved June 1, 1898, makes it a misdemeanor for any employer to attempt or con- 
snire to prevent a former employee from obtaining employment; hut these laws are 
all eva<led by this system of private corre.spondenoe lietween the officers of the roads. 

As a suggestion for legislation on this question, I would say I believe there should 
be State and national laws forbidding any railroad company from furnishing any 
record of any employee to any other railro^ company, either by private letter, tele- 
gram, or by express, or any other way. 

I would also recommend that the postal laws he so amended as to prohibit the use 
of the mails for carrying on such cwespondence. Then 1 think Congress should 
pass a law prohibiting the transportation of such records from one State or Territory 
into another. When we stop to think how effectual such laws were in breaking up 
the Louisiana Lottery, they are worthy of a trial in attempting to break up such an 
unjust system as this one. 

iTyum’h'ona.—Sorae years a^, during a strike on the Toledo, Ann Arbor and North 
Michigan ^ilroad, Fweral Judgea Ricks and Taft issued injunctions against employ- 
ees, requiring them to do certain work against their will. 

Some time after this Judge Jenkins, of the Federal court of Wisconsin, enjoined 
employees of the Northern Racifle Railroad from quitting the service in a way that 
would hinder the operation of the road. This was practically compelling them to 
work against their will, for it must be understood that no considerable number of 
men could quit the service together without such action hindering the operation of 
the road. 

16a 2 
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fthis restraiiiing order wae, however, modified by a higher court so as to allow the 
employees to quit if thev desired to do so, but it, like those of Judges Ricks and 
Taft, was so ndical ana sweeping that great protests were made by the railroad 
employees all over thte country, and much adverse criticism was indulged in; and 
from that time up until the present day there has been a growing sentiment, among 
not only railroad employees but other classes of labor, that their liberties are being 
encroacned upon and gradually taken away by our courts. This feeling has not 
^wn up without a good reason, for the Ricks decision seemed to furnish a prece- 
dent, and from that time on there has hardly been a strike of any importance in 
which the judicial hand lias not been felt by the workingmen. This has not been 
confined to any one class of judges, for we find the judges, from the Federal courts 
down to the county courts, issuing injunctions restraining employees from holding 
meetings or assemoling on the public highways, and formdding them from going to 
the homes of the employees who have taken their places to induce them to quit 
work, and many other things that might lie mentioned. 

The Witness. I would like to say nght there that a judge of the supreme court of 
the State, of New York the other day issued an injunction restraining the cigar- 
makers' union from paying strike funds to certain members who are on a strike. I 
got that from the New York papers; two or three of them. 

Q. (% Mr. A. L. Harris.) And restraining them from picketing?— A. That was 
included in the restraining order. There were several things they were restrained 
from doing. I mentioned that because it is another step further on the liberties of 
workingmen. 

Q. (By Mr. Clarkk.) Do you know whether or not any members of the union 
who had contributed to that fund were [letitioners for the injunction?— A. No; I do 
not. The papers that I saw this in did not contain any sucli information as that. 

(The reading of the paper was continued as follows:) 

There is no one question that has received more attention and caused more proU^- 
tations by the railroad employees than has this glaring abuse of iwwer by the judi- 
cial branch of our Government. It has been the subject of discussion in their meet- 
ings, secret and public, and the various magazines of these organizations contain 
many articles condemning it. That the commission may know how the railroad 
employees feel on this question, I submit the following resolutions passed by them in 
their conventions and union meetings; also a few editorials from their official organs: 

rKesolutlon of union meeting- of owanized railroad employees of America, held at New York, May 
28, 1894.] 

We strongly condemn the action of Jildge Jenkins in issuing the aggressive and 
un-American writs which have emanated from his court, and applaud and approve the 
straightforward and fearless manner in which the Committee on the Judiciary of the 
House of Representatives have laid bare such flagrant abuses of the powers and 
privileges of a court of equity. 

We view with intense satisfaction the consistent manner in which Judges Caldwell 
and Reiner have given labor organizations just and proper recognition in the courts. 
We assert that the time has come when organized labor should apply a power which 
it possesses, and which has long lain dormant, by discarding entirely pilitical affili- 
ation, and by united action and the ballot Ik>x, and upon legislative lines, exert an 
influence that will be heeded. (Railroad Trainmen’s Journal for July, 1894, p. 585. ) 

[Reflolutlon of the second biennial convention of the Brotherhood of Railroad Trainmen, passed at 
Galesburg, III., June 4, 1895,] 

Whereas we deem this a fitting time to express our opinions on some of the 
decisions of our judiciary in respwt to the relations of capital and labor, and as it 
appears to us that there is sometning radically wrong when the laws of our country 
can be so construed by one man that a thousand may be oppressed to the benefit of a 
few: Therefore, be it 

Rmlved, That the Brotherhood of Railroad Trainmen, in convention assembled, 
do denounce in unmeasured terms the infamous decisions of Judgw Ricks, Jenkins, 
and Dallas, and in contrast to these commend the one crumb of justice awarded h) 
us by a man whom all fair-minded men admire, namely, Judge Caldwell, of the 
eighth judicial circuit, Arkansas; and be it further 

Resolved^ That we, the representatives of 30,000 trainmen, do hereby pledge our- 
selves to support for office only such men as will pledge themselves to administer the 
laws in keeping with their construction; and be it further 

Resolved, That these resolutions be spread upon the minutes of this convention and 
a copy sent to the Associated Press, (Proceedings of the second biennial convention. 
Brotherhood of Railroad Trainmen, p. 86.) 
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Whereas there are three bills now pending in Congress— viz, the contempt bill, the 
arbitration bill, and the Phillips bill— which are intended to promote the best interests 
of railroad employees engaged in interstate traffic: Therefore, be it 
Resolved, That wo, the railroad employees of Texas, in union meeting assembled, 
do most heartily indorse the said bills, and request that the Senators and Congress- 
men from the I/)ne Star State give their influence and support to the aforesaid 
measures. (Railway Conductor for October, 1896, p. 612.) 

fResolutlon adopted at union meeting of organized railroad employees at McKees Rocks, Pa., Sep- 
'■ tember 9, 1897.] 


Whereas the present condition of plitical and industrial affairs of our country are 
such as to command an expression irom the wage-workers of the land:. Therefore, 
be it 

Resolved, That we, the members of the Brotherhood of Locomotive Engineers, 
Brotherhood of Locomotive Firemen, Order of Railway Conductors, Order of Rail- 
road Telegraphers, and Brotherhood of Railroad Trainmen of western Pennsylvania, 
in joint meeting here as.sembled, denounce government by injunction and believe 
that by it our liberties are being gi*adiially taken away from us, and we demand of 
Congress that some limit be placed on the power of Federal judges. 


fRe»)lutlon of State legislative board of railroad employees of Pennsylvania, passed at Scranton, Pa., 
Scptemt)er 23, 1897.] 

Whereas we view with alarm the arbitrary interference of Focleral judicial authori- 
ties in local affairs, and denounce it as a violation of the Constitution of thounited 
States and a crime against free institntion.f, and we especially object to government 
by injunction as a new and highly dangerous form of oppression by which Federal 
judges, in contempt of the laws of the States and rights of citizens, become at once 
legislators, judges, and executioners; and 
Whereas a bill passed at the last regular session of the United States Senate rela- 
tive to contempts in Federal courts and providing for trials by jury in certain cases 
of contempt: Therefore, be it 

Resolved. In convention assembled of the State legislative board of railroad em- 
ployees or Pennsylvania, held in the city of Scranton, Pa., September 23, 1897, we 
do resi>ectfully urge and pray the speedy pass^e, at the next regular session of Con- 
gres.^, of the above referred to bill, ora bill similar in character, so as to restrict the 
Federal judges in cases of contempt; that the spirit, as well as the letttT of the Consti- 
tution of the United States shall be fully preserved to the people, and that the great- 
est liberty and freedom consistent with tnc common good of all shall be enjoyed as 
was intended by our forefathers, and l)y them bequeathed to us, their descendants; 
and bo it further 

Resolved, That this board recommend each lodge and division of railroad employe^ 
in the State to appoint a committee to obtain the names and signatures of each citi- 
zen who loves liberty and a republic above a sellish greed of gain to a petition to the 
next Congress of .the United States pertaining to this subject; and be it further 
Resolved, That the honorable president, the honorable vice-prt*sident, and the hon- 
orable secretary of this board be hereby constituted a committee to confer with the 
railroad legislative Iwardsof sister States and Territories and urge them to like action 
in the premises, and also to solicit the cooperation of all organized labor bwlies to 
unite with us in petition, to the end that a uniformity of action may be taken through- 
out the United States in this matter; and be it furtner 
Resolved, That the president appoint a committee of five to prepare a suitable 
forni or head to a petition to be. sent each lodge and division in this State. (Pro- 
ceedings of Biennial Convention of State Legislative Board, p.45.) 

[Resolution of the second biennial convention of the Order of Railroad Telegraphers, passed at 
Peoria, HI., May 25, 1899.] 

Whereas we view with alarm the arbitrary interference of Federal judicial authori- 
ties in local affairs, and denounce it as a violation of the Constitution of the United 
Sta^ and a crime against free institutions, and we especially object to government 
by injunction as a new and highly dangerous form of oppression by which Federal 
judges, in contempt of the laws of the States and rights of citizens, become at once 
legislators, judges, and executioners: Therefore lie it 
Resolved, That the Order of Railroad Telegraphers, in convention assembled in 
the city of Peoria, 111., May 23, 1899, do respectfully urge and pray that Congress 
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IMMs a law BO as to restrict the Federal judges in cases of contempt; that the spirit as 
well as the letter of the Constitution of the United States shall be fully preserved to 
the people, and that the greatest liberty and freedom consistent with the common 
good of all shall be enjoyed, as was intended by our forefathers, and by them 
bequeathed to us, their descendants. (Supplement to the Railroad Telegrapher, 
July, 1899, p. 136.) 

[Editorial from Railroad Trainmen’s Journal for July, 1893, p. 561.] 

* ^ * The most dangerous question which confronts the country and the people of 
to-day is the one question of the encroachment of capital on the rights of labor and the 
assistance given capital by an ever-willing judiciary, eager to construe the statutes in 
favor of corporations and against labor. This is a question which our next Congress 
will have to give all the consideration which the gravity of the situation demands. If 
the fault is in the laws, then let them be modified or repealed altogether, and if the 
fault is in the misinterpretation of them, then let the intepreters be removed. Labor- 
ing men would rest easier under a decision founded upon the true intent of a law, even 
though the decision were against them, than they ever could under a distork'd one, 
though the conditions were more favorable. It is not the intention to have decided 
as rijditor legal the placing or leaving of trains or engines where the lives and property 
of the public would bo jeopardized, but the right to Quit when proper precautions 
have been taken to avoid all danger— without being held and punished as a deserter 
from the Army or Navy— is the right of every man, and he should be given that right 
legally, or the right of discharge should be taken from corporations unless the 
employee sees fit to quit. Let one law be made to govern both sides of the question; 
let each receive the same advantages or reverses. It is true that the decisions have 
placed Ihe employees on the same level with their employers, but of what use would 
it be to them should they seek redress under the same law. 

Labor has been the unwilling witness of many object lessons the past year. It has 
been the disgusted spectator at courts where prejudice overcame justice, until patience 
has ceased, and it demands that wrongs be righted and that laws placing men on the 
same level be enacted. 

[Editorial from Railroad Trainmen’s Journal for October, 1894, p. 884.] 

* * * Experience has bronglit the opinion that the power of the courts is too 
far-reaching in this resjiect— that it is too arbitrary. It is against the American idea 
of fair play and not in keeping with the personal freedom of action which is one of 
the attributes of free government. The trial of the A. R. U. officers under the charge 
of contempt of court furnishes an idea of what power the court can assume. Trial 
by jury was denied on the same grounds that the bench has taken in regard to 
injunctions and strikes, and which is far from po])ular with the great body of the 
people. The courts have taken to themselves power and juri8<liction that threaten 
the personal liberty of every inhabitant of the United States. There is crying need 
of legislation taking from the courts the j>ower of judging arbitrarily the limit of 
personal action. Uovernment by injunction is not good government, and must, in 
the interest of general safety, give way to government by law'. There is great dissat- 
isfaction of the people, and there will continue to be us long as they know there are 
defects in the law and its administration. * * * <■ 

[Editorial from the Railroad Trainmen’s Journal for Seplerabor, 1897, p. 830.] 

The injunctions issued by the judges of West Virginia have aroused the indig- 
nation of men the country over, and the expression coming from them is anything 
but complimentary to the jurists who have di^raced their profession at the man- 
dates of the coal-mine owners. The right of free speech as guaranteed by the 
Constitution has lieen taken away by the bench, and the action has been so high- 
handed and utterly outrageous that every sense of decency rebels at the ruling of 
the tools of the corporations. The people of the United States are about on the point 
of protesting against the sweeping a^umption of authority by the bench. * * 

[Editorial from the Railway Conductor for September, 1896, p. 544,] 

• The courts are working the injunction overtime, and if they do not 
moderate their devotion to this latest discovery in the science of legalized tyranny 
they may be made to suffer for some portion at least of the crimes they have com- 
mitted in its name. 
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[Editorial from the Railway Conductor for November, 1808, p. 786.] 

The Hammond injunction.— U the re^rts given by the daily mpers are tobe accepted 
as accurate, the American Steel and wire Company, of Cleveland, Ohio, is the bene- 
ficiary of the most drastic injunction yet issued by the Federal courts. This company 
is a member of the wire-nail trust, and when its employees went on a strike the whole 
forcti of the combination was brought to bear to secure the aid of the courts in keep- 
ing the strikers in subjection. In response to the demand thus made, Judp Ham- 
mond, of the United States circuit court., issued an injunction which virtually makes 
it unlawful for the employees to talk to each other about strikes. According to the 
published synopses of tnis document the striker must not interfere with, obstruct, or 
stop any of the business of the company or its agents, servants, or employees in any 
of its works anywhere; he must not enter upon the company's grounds for the pur- 
pose of interfering therewith in &ny manner; ne must not compel or induce or attempt 
to compel or induce by threat, intimidation or persuasion, force or violence, any of 
the employees to refuse or fail to perform their duties; he must not congregate for the 
purooseof intimidation; he must not post pickets or establish a patrol; he must not 
go ^singly or collectively” to the homes of company employees for the purpose of 
intimidation; he must not threaten in any manner the wives and famines of the 
employees at their home.s. When taken by themselves some of these prohibitions 
would lie accepted without question, but when persuasion is included in the general 
inhibition it at once Ix'comes apparent that the purpose of the court was to leave the 
employees in the hand.H of their employers with no recourse save in abject submission. 
It is true the injunction very carefully adds “for purposes of intimidation,” when it 
forbids the congregating of the strikers, but, since it is left for a hostile court to 
determine in every case what that purpose is, the right of peaceful assembly must be 
a dead letter to tliose men. This despotic invasion of the constitutional rights of 
freedom should oiien the eyes of honest men everywhere to the dangers which must 
attend every inva.Mion of tnose rights, no matter now specious the reasons given for 
that inva.sion may be. All who believe in our form of government and hope for its 
pi-rpetuity have a vital intere.st in this great wrong and should make common cause 
against it. The injunction in question should be challenged in the courts as was the 
one issued by Judge Jenkins against the Northern Pacific employees and the officers 
of the railroad brotherhood, and it should not be allowed to rest until the last court 
of resort has l>een reached. The right of free speech is not yet dead. The courts 
are growing constantly bolder in their invasions of the domain supposed to have been 
set apart for the legislative departments of our Government, and not another session 
of Congress should be allowed to pass without the enactment of such legislation as 
will forever restrict them to their proper sphere of action. 

[Editorial from the Brotherhood of Locomotive Engineers Journal, September, 1896, p. 789.] 

* * * We do not understand that “curbing” means taking away any rightful 
authority, in the light of the present age of moral and intellectual thought, which 
understands so much better where the right of one factor of our social organization 
ends and the other k'gins than was conceived in the past. The ninth Blue Law of 
the New Haven Colony says “the judges shall determine controversies without a 
jury,” but out of abuse of this authority has come “curbing” of authority. The 
most exalted opinion of a citizen cloaked with judicial authority, with life tenure as 
the means of purification of character and unselfish purpose to follow lines of abso- 
lute justice without bias, has been shaken to the very foundation by decisions that 
convey to the mind of all that the judge rendering the decision was not impervious to 
favoritism, bias, and fiassion that moved them out of the correct line of the judicial 
functions into that of personal spleen and demagogery; and the restrictions wanted 
by those who would preserve order and give to every factor of society eouality under 
the law, which guarantees that they shall not be deprived of liberty witnput trial by 
jury, is to restrict the possibility of snap judgments, which are the products of pas- 
sion, spleen, and hivoritism, lacked by authority, that should be restricted until 
this abuse of authority finds a cure. * * * 

The misuse of judicial authority of Judge Jenkins and others demonstrated the 
necessity for some legii^tion restricting the scope of their authority. * * * That 
it is necessary for some action in this direction there is no question, nor can there 
be any (juestion that laboring men should use every influence they possess to aarist 
in securing suitable legislation to maintain liberty and preserve the dignity of the 
court, which on several occasions has been dwarfed and warped into a powerful 
means of foetering personal ends and selfish purposes. * * * 



22 BSFOBE fBB WDUSTBUL COMMISSION. 

These ate the expressions of the laboring classes themselves, and having person- 
ally talked with tboimnds of them and heard their individual opinions on this 
gaeetioD, I am safe in saying that the papers as here quoted are not exaggeration. 
If it is thought these criticisms are too severe, I would invite a comparison of them with 
the expressions made by some of our great public men on this subject, including 
judges, attomeys-general, Congressmen, United States Senators, and the governors 
of several of our States; and when it is considered that in one case the expressions 
come from the men who have suffered, and in the other from those who are not so 
directly interested, I believe the expressions of the employees will be considered 
comparativeljy^ moderate. 

Chief Justice McCabe, of the supreme court of Indiana, in writing on the subject 
of injunctions in the Chicago Times-Herald of September 19, 1897, said: ♦ 

Yes; 1 am inclined to believe that the use of the power interferes with the constitu- 
tional right of trial bv jury, and in so far as it does this it endangers the highest and 
most sacred safeguard of the people * * 

Judge John Gibbons, of the circuit court of Illinois, in the same paper, said: 

desire to say that in my opinion there is a danger to-day threatening 
the very existence of the Republic, as gigantic as that which precipitated the rebel- 
lion and well-nigh wrought the ruin of our Union. Now it comes, as ever, in the 
seductive guise of the law and under the solemn authority of the court. * * * In 
their efforts to regulate or restrain strikes by injunction, they are sowing dragon’s 
teeth and blazing the path of revolution * * 

Judge M. F. Tuley, of the appellate court of Illinois, in the same paper, gave 
expression to these words: “* * * Such use of the writ ot injunction by the 
courts is judicial tyranny, which endangers not only the right of trial by jury, but 
all the rights and liberties of the citizens. * * * If Congress has the power it 
should promptly put an end to ‘government by injunction’ by defining and limiting 
the power of the Federal courts m the use of the writ * * 

During the coal miners’ strike in 1897, on the question of injunctions. Governor 
Sadler, of Nevada, expressed himself as follows: 

* ♦ The tendency at present is to have committees make the laws, and to 
have the courts enforce them by injunction, both of which methods, in my opinion, are 
subversive of good government and the liberties of the people * * (Railroad 
Trainmen’s Journal for September, 1897, p. 833.) 

On the same question. Governor Jones, of Arkansas, said: 
n* # pVeedom of speech and of the press is inviolable in this Government, 
and we should not tolerate for a moment any encroachment upon this sacred right. 
Judge Jackson’s order is revolutionary, and if upheld by the Federal Supreme Court 
and submitted to by the people will overturn our system of Government and destroy 
our liberties. It is not only illegal and unadvisaole, but is such an act as calls for 
his impeachment and removal from his office.” (Railroad Trainmen’s Journal for 
^ptember, 1897, p. 833. ) 

Governor Pingr^, of Michigan, expressed himself in these words: 

« » # # I consider government by injunction, unless stopped, the beginning of 
the end of liberty. Tyranny on the bench is as objcGionable as tyranny on the 
throne. It is even more dangerous, because judges claim immunity from criticism, 
and foolish people acquiesce in their claims. To enjoin people from assembling 
peaceably to discuss their wrongs is a violation of first principles * * *” (Rail- 
road Trainmen’s Journal for September, 1897, p. 832.) 

'The House Committee on Judiciary of the Fifty-third Congress, which was directed 
to make an investigation of the Jenkins injunction, and report to the House what 
action should be taken by the House or Congress, reporte<l as follows: 

“Tlie power to punish for contempt is limited by the laws of most of the States, 
and we can see no reason why a like limitation should not be placed upon the powers 
of Federal judges. Your committee therefore recommenas the adoption of the 
following resolution: 

” Hesolved^ That the action of Judge James G. Jenkins in issuing said order of 
Decem.ber 19, 1893, being an order and writ of injunction, at the instance of the 
receiv^ of the Northern Pacific Railroad Company, directed against the employees 
of said railroad company, and in effect forbidding the employees of said Northern 
Pacific ^Iroad Company from quitting its service under the limitations therein stated, 
and in issuing a similar order of December 22, 1893, in effect forbidding the officers of 
labor organizations with which said employees were affiliated from exercising the 
lawful functions of their office and position, was an oppressive exercise of the proc- 
ess of his court, an abuse of judicial power, and a wrongful restraint upon said 
employees and the officers of said labor orgifinizations; that said orders nave no 
pauntinn In legal precedent, were an invasion of the rights of American citizens, and 
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contrary to the genina and freedom of American institutions, and therefore deserv- 
ing of the condemnation of the Representatives of the American people.” (House 
Reiwrt 1049, Fifty-third Congress, second session.) 

I have quoted these resolutions and editorials to show the commission the way 
the employees view the recent actions of our courts; but, Mr. Chairman, the railroad 
employees of this country did not pass these resolutions and then not endeavor to 
l)ut them into effect. For the last 5 or 6 years they have kept a man here at this 
Capitol urging upon the members of Congress to pass some kind of a law that would 
limit and define the power of courts in issuing injunctions. In addition to this, the 
lodges and individual members have, I might say, stormed Congressmen with peti- 
tions, memorials, letters, and telegrams, earnestly i)raying for the passa^ of the 
\ariou8 measures that have been before Congress from time to time. They plead 
for this legislation for so long, and it did not come, and they (‘ame to the conclusion 
that a more effective plan should l)e adopted to impress upon Congressmen the neces- 
sity for such legislation; so on March 20, 1808, a lai^e union meeting of members of 
these organizations in the State of Pennsylvania was held at Pittsburg, Pa., for the 
sole purpose of urging the p^sage of the bills then jiending before Congress, and to 
prepare plans to put the various candidate.s for the next Congress on record in regard 
to such legislation; and a committee was appointed to carry out the work of the 
meeting. 1 hand you a copy of the circular ])repared by that committee, which was 
sent to each candidate for the United States Senate and House: 

Bkavekkali.8, Pa., , 1898. 

Mr. , 

('muiidale for CangreKS, 

Dear Sir: At a union meeting of 500 delegates from various parts of Pennsyl- 
vania, representing the Brotherhood of Ijocomotive Engineers, Brotherhood of Ixxjo- 
motive Firemen, Order of Railway Conductors, Brotherhood of Railroad Trainmen, 
and Order of Railroad Telegraphers, held in Pittsburg, Pa., March 20, 1898, for the 
jiurpose of taking action regarding injunctions and other questions which vitally 
affect labor, the following rewlution w’as unanimously adopted: 

“Whereas, our experience of the past few years with some of our courts in their 
actions in cases of injunctions and contempts lias convinced us of the wisdom of the 
expressions and atitions of (tur forefathers when they said, ‘The liberties of the peo- 
ple were endangered by the aggressions of the courts.’ and when they declared to 
the world that ‘one of their reasons for severing their allegiance to the British throne 
was because they were deprived of the Ijenefit of trial by jury,’ and wlien they placed 
a clause in our Constitution which says that ‘trials of all crimes shall be by jury,’ 
and as there was a bill introduced in the first session of the Fifty-fifth Congress which 
provides for trial by jury in certain cases of contempt: Therefore, 1x3 it 

“Ae^o/red, That we lielieve the right of trial by jury is just as sacred to-day as it 
ever has been and that we view with alarm the a^ressivc tendency of some of our 
jud^ in their attempts to serve corporate interests through the guise of equity pro- 
ceedings whereby both the spirit and letter of the Constitution are violated, ana we 
denounce such actions as judicial tyranny, and we urge our two United States Senators 
and Congressmen to use tneir influence and vote in &half of the referred-to bill; and 
be it further 

“Ataofwd, That a committee composetJ of one member from each organization here 
represented be appointed by the chairman of this meeting, and if the above bill or a 
similar one is not passed at this session of Congress, said committee shall interview, 
or cause to be interviewed, each candidate for United States Senator and Congress- 
inen and ascertain their views, and whether or not if elected they will use their 
efforts in behalf of such legislation, and said committee shall publish the result of 
such interview in all labor and industrial journals in Pennsylvania and also in the 
))iiblic press; that a copy of this resolution be sent to the President, the Unifed 
States Senate, and the House of Representatives.” 

As the bill referred to in this resolution was not enacted into law at the last session 
of Congr^, therefore we the committee, appointed by that meeting to interview 
each candidate for Congress and United Stat^ Senator, uo respectfully submit to you 
the following questions; 

What are your views on the power and practice of courts in issuing injunctions in 
labor dilutes? 

How is such power derived, and is it misused? 

w injunctions interfere with the constitutional guarantee of trial by jury? 
in* Congress specifically define and limit the power of courts in issuing 
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If you are elected will you vote for a law which will define and limit the power of 
courts in issuing injunctions? 

A copy of this letter has also been given to the press. 

Eespectfully, yours, 

Clare L. Hinsdale, B. of L. F., Chairman. 

H. R. Fuller, B. of R. T., Secretary. 

C. H. La NO HURST, B, of L. E. 

Wm. Boate, 0. R. C. 

S. H. Eakin, 0. R. T. 

• Committee. 

Several of the candidates made no answer to this circular, iporing it entirely. 
Thirty made replies, and notone of them upheld injunctions; and 27 of them agreed, 
if elected, to vote for a bill which would limit and define the power of the courts in 
issuing injunctions. Thirteen of those who were pledged were elected. In one 
district one candidate refused to make reply to the questions, while his opponent 
made a favorable reply, and we were successful in electing the man w ho was favor- 
able by a majority of 34 votes. The circular and answers were all made public at the 
time. I have the answers with me, and if the commission desires to see them I am 
at liberty to furnish them. 

Some of them contain some valuable arguments against the present use of injunc- 
tions. 1 believe there is a growing tendency among our judges to substitute 
injunction proceedings for indictment and trial by jury, and the actions of some of 
our courts within the last decade have firmly convinced me that, in order to preserve 
the liberties guaranteed to us by the (Constitution, it is necessary for Congress and 
our State legi^atures to limit and define the power of courts in issuing injunctions. 
As a most enective means of curing this evil 1 would suggest the passage ot the fol- 
lowing bill, which is now pending in Congress, and would urge the passage of similar 
ones in the various States; 

A BILL to limit the meaning of the word “conspiracy” and also the use of “restraining orders and 

Injunctions” as applied to disputes between employers and employees in the Dlstrlctof Columbia 

and Territories, or engaged in commerce between the several States, District of Columbia, and 

Territories, and with foreign nations. 

Be it enacted by the Senate and House of Bepresenlatives of the Cniled SlnUx of Amcrien 
in Congress assembled. That no agreement, combination, or contract by or between 
two or more persons to do, or procure to be done, or not to do, or jirocure not to l)e 
done, any act in contemplation or furtherance of any 1 rade (lispiitt^ between etrqiloyers 
and employees in the District of Columbia or in any Territory of the United States, 
or who may be engaged in trade or commerce between any Territory and another, 
or between any Territory or Territories and any State or States, or the District of 
(Columbia, or with foreign nations, or between tlie District of Columbia and any 
State or StateSj or foreign nations, shall be deemed criminal, nor shall tho.se engaged 
therein be indictable or otherwise punishable for the erimo of eonspiracy, if such act 
committed by one person would not be punishable as a crime, nor shall such agree- 
ment. combination, or contract Ih^ con.^^idered as in restraint of trade or cominereer' 
nor shall any restraining order or injunction be issued with relation thertdo. Noth- 
ing in this act shall exempt from punishment, otherwise than as herein exeepteil, any 
person guilty of conspiracy, for which punishment is iiow^ provided by any act of 
Congress, but such actof Congress .‘»hal I, as toihe agreements, combinations, and con- 
tracts hereinbefore referred to, be <*oiistrued ixa if Inis act w ere therein contained. 

Hoursof labor exacted, — A.sarule, through-freight trainmen and enginemen work 
10 hours lora day. However, they are many times required to w'ork from 24 to 36 
hours without rest. Their work and rest are very irregular, they having no time 
to go out on their runs and no regular arriving time. This also makes their meals 
irregcular, and they are generally required to carry two or three meals with them. 
On a count of their not having regular times to go on duty they are subject to a call 
for duty at any time, and consequently their time off duty between runs is not what 
they can really call their own, for if a call is made upon them and they are not found 
at home or at their regular stopping places they are disciplined. 

Local freight men generally work 12 hours for a day, but a j^reat many times they 
can not complete their runs in this length of tim yand are required to work 16 and 20 
hours. They have regular leaving and arriving times, and their tim » off duty can lie 
used as they see fit, for as a rule they are not subject to a call for other than their 
regular duty. 

Passenger men are not required to work as many hours as freight men. They have 
regulalr times for leaving and arriving, and their time between trips can be used as 
they like, for they are not subject to a call for duty at any time, as are through- 
hreightmen. 
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Of late years the policy of railroad companies has been to do away with as many 
terminals as possible and lengthen the runs of their freight and passenger cre^, and 
in some cases the increase in mileage has been 100 per cent. The result of this prac- 
tice has been to require more hours on duty without rest, more time away from home, 
and in many instances has caused employees to sell their homes at a sacrifice and 

move to the new terminal. . , m ^ x- * 

Telegraph owrators in many cases are also required to fill the office of station ^nt. 
Their duties are arduous and their hours long. Some telegraph operators employed 
at interlocking and block-signal stations are only required to work 8 hours for a day, 
but as a rule they work 12 hours and over. I believe the hours exacted from rail- 
road employees are excessive. Kight hours out of 24 is quite enough for any employee 
in yard or tek'graphic service to work, and 10 hours are long enough for road men to 

'^ Although there have been many improvements introduced in the system of 
handling trains, the lessening of work on their account will not comnare with the 
increase in the physical and mental strain j)ut upon employees by the adoption of 
the present heavy eciuipment, increased tonnage of trains, block signals, and the 
increase in clerical work. , 

Within the last few years engines of much greater hauling capacity have been put 
into use. These engines have a greater steam capacity and burn much more coal 
than engines used in the past. This increases the labor of the fireman. They are 
much harder to handle and have more machinery about them, which requires more 
attention from the engineers to keei) them in running order. They haul longer 
trains, which increase the work of the conductors and brakemen, there being more 
cars to look after. 

The adoption of the block-signal system has decreased the danger of wrecks and 
made it much safer for travel on railroads, but it has increased the physical and 
mental strain on engineers, firemen, and telegraph operators, the engineers and fire- 
men having to be on the lookout for these signals, while the telegraph operators 
must watch more closely tlie movement of trains. 

Then, too, the manner of making reports has been materially changed. Where 
in the past only brief reports, and in some cases none at all, were required, very 
(Til lorate and detailed forms have of late been put into use, and in a great many 
l’;hcs duplicates are required. 

'rile cause of many accidents could, I believe, be traced to employees being over- 
worked and not having the required amount of rest. 1 will submit reports of ooro- 
ni'is’ juries on two such cai^es which just happened recently: 

ALLEonRNY County, as,‘ 

An inquisition, indented, taken at Fourth and Fifth wards, Pittsburg, in the county 
of Allegheny, on the 13th, 16th, and 18th days of November, A. D. 1899, before me, 
Jesse M. McGeary, coroner of the county aforesaid, iqxm the view of the body of 
Alfred C. ('arter, then and there lying dead, upon the oaths and solemn affirmations 
of John Dingfelder, Owen McCall, Edward Feick, Jas. Zoog, John L. Donaldson, 
H. L. Hubley, good and lawful men of the county aforesaid, who being sworn and 
afiirrned and charged to inejuire on the part of the Commonwealth when, where, 
and how, and after what manner the said Alfred C. Carter came to his death, do say 
upon their oaths and affirmations aforeaaid that the said Alfred C. Carter, ase 33 
years, married, and residing at Rankin, Pa., came to his death suddenly while in 
caboose of extra north 65, * * * R. R., and while the train was stopped at 
* * * station engine No. 7, hauling extra freight, collided with extra No. 65 on 
Sunday, November 12, 1899, at 10.12 p. m., and instantly killed him. 

And, from the evidence, the jury fiiul his death was accidental and caused by the 
flagman of said train north 65 in not going back the re^juired distance to flag an 
apiiroaching train, but we do not Ixdieve that the same tends to criminal negligence, 
iH'cause of the time the crew were on <luty. 

And so the jurors aforesaid, U|)on their oaths or affirmations as aforesaid, say that 
the aforesaid Alfr^ C. Carter, for the cause aforesaid, in the manner and form afore- 
said, came to his de^th, and not otherwise. 

In witness whereof, as well of the aforesaid coroner, we, the jurors, have hereunto 
put our hands and seals, on the day and year and at the place above mentioned. 


Jesse M. McGeary, Coroner. 

’seal.' 

John Dingfelder. 

8EAL,| 

Edw. Feick. 

SEAL.^ 

John L Donaldson 

SEAL.' 

Owen McCabe. 

SEAL.] 

Jas. Zoog. 

SEAL.' 

H. T,. Hurley. 

‘seal.' 
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StatB of PBNNiYLVANiA, County of Allegheny, ss: 

1, Jesse M. McGeary, coroner of All^heny County, in the State aforesaid, do hereby 
certify that the above and forgoing is a true and correct copy of the verdict in the 
matter of the inquest held on the body of Alfred C. Carter, deceased, which was ren- 
dered on the 13th, 16th, and 18th days of November, A. D. 1899, as appears from the 
records of my office. 

Witness my hand and seal, at Pittsbure, in said county, this 19th <lav of December, 
A. D. 1899. 

Jesse M. McGearv, Coroner, [seal.] 

[seal.] 

[10-cent stamp.] 

Allegheny County, ss: 

An inquisition, indented, taken at Fourth and Fifth wards, Pittsburg, in the county 
of Allegheny, on the 2l8t, 23d, 27th, and 30th days of December, A. D. 1899, before 
me, Jesse M. McGeary, coroner of the county aforesaid, upon the view of the body 
of William J. Richards, then and there lying dead, upon the oaths and solemn affir- 
mations of John Mumford, John L. Donaldson, John Diemer, John Dingfelder, 
Michael Hagerty, Jas. Zoog, good and lawful men of the county aforesaid, who 
being sworn and affirmed and charged to inquire on the part of the Common- 
wealth when, where, and how, and after what manner the said William J. Richards 
came to his death, do say, upon their oaths and affirmations aforesaid, that the said 
William J. Richards, age about 35 years, married, and residing at 314 Third street, 
Esplenboro, came to his death at the West Penn Hospital, Pittsburg, on Wednesday, 
December 20, 1899, at 1 o’clock a. m., from injuries received by engine No. 124, 
* * * R. R., running into caboose, opposite * * * station, on Monday, 
December 18, 1899, about 12.30 a. ni. 

And from the evidence the jury find that the crew, John J. Richards, David H. 
Grant, and James Crop, did not proi)erly protect the rear end of their train, causing 
a rear-end collision. 

We recommend that ♦he * * * R. R. force their employees to take the neces- 
sary amount of rest to properly |)erform their duties. 

And so the jurors aforesaid, upon their oaths or affirmations as aforesaid, say that 
the aforesaid William J. Richards, for the cause aforesaid, in the manner and form 
aforesaid, came to his death, and not otherwise. 

In witness whereof, as well of the aforesaid coroner, we, the jurors, have hereunto 
put our hands and seds, on the day and year and at the place above mentioned. 

Jesse M. McGeary, Coroner, [heal.' 

John Mumford. ‘seal.] 

John Diemer. seal.] 

Michael Hagerty. seal.] 

John L. Donaldson. seal.] 

John Dingfelder. seal.] 

Jas. Zoog. [seal.] 

State or Pennsylvania, County of Allegheny, ss: 

I, Jesse M. McGeary, coroner of All^heny County, in the State aforesaid, do hereby 
certify that the above and fore^ing is a true and correct copy of the verdict in the 
matter of the inquest held on the wdy of William J. Richards, deceased, which was 
rendered on the 2l8t, 23d, 27th, and 30th days of December, A. D. 1899, as appears 
from the records of my office. 

Witness my hand and seal, at Pittsbuig, in said county, this 8th day of January, 
A. D. 1900. 

K Jesse M. McGeary, Coroner, [seal.] 

it stamp.] 

In each case one man was killed and two badly injured. Better service and better 
results would come from a shorter workday. Expert evidence to this effect can be 
found on pages 13 and 14 of the hearings before tne Subcommittee on Labor of the 
House of mpresentatives, on March 9, 1892. It is true that on a great many lines 
there are rules giving the employees the right to 8 hours rest after continuous service 
of 16 hours or more, but these rules are not lived up to. 

The companies are generally the cause of these rules not being lived up to. 
Especially is this so in the bu^ seasons, when the taking of 8 hours rest by each 
crew would mean delay to freight; and each road, if not eager to outdo its competi- 
tor, is at least trying to keep up its end, and the men are persuaded to make another 
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trip without rest. This is sometimes done by moral suasion and sometimes by means 
more or Jess coercive. But not a few times do the men themselves choose to go out 
(■n the road when they are physically and mentally unfit for duty on account of long- 
continued service without rest. This, however, onlv emphasizes the need of legisla- 
tion on this question to protect the lives of the employees and the public. 

In addition to the direct benefits to be gained by a shorter workday there are 
many general benefits that would accrue therefrom both to the emoloyees and the 
citizenship of the country. The present day manager of a railroad is generally a 
man of bright intellectual abilities, and possesses a technical education. If he is 
lacking in information on any subject he has his staff of expert legal advisers and 
other sources of information to draw from, and when a (^[uestion arises between the 
management and the employees the employees have this combined intelligence to 
cope with, and to be in any measure successful in this they must have more time for 
thought and education. 

I believe, too, that many other difficulties would be overcome and our country 
would be better off from a jiolitical standiioint if the working classes were given 
more time to study the various industrial and political (uiestions. As conditions now 
exist among railroad employees, many of them do not have time enough to get the 
required amount of rest, much less the opportunity of reading the daily papers and 
studying the various questions that affect tneir interests. As evidence of the feeling 
of a great many railroad employees on this question, the following resolution and 
editorial are submitted: 

“Whereas, the great innovations of modern railroailing have brought with them 
an increase in the physical and mental strain upon employees in the transportation 
department, and as there is a disposition on the part of our railroad companies to 
lengthen instead of shorten the runs of the trainmen and enginemen as their duties 
l)ecome more arduous, thereby making the strain twofold: Therefore 

“Be it resolved. That we, members of the Brotherhood of Locomotive Engineers, 
Brotherhood 'of Ix)comotive Firemen, Order of Railroad Conductors, Brotherhood of 
Itailroad Trainmen, and Order of Railroad Telegraphers, in joint meeting assembled 
at Carnegie, Pa., this Kith day of July, 1899, urge Congress to pass a law restricting 
the hours of labor of employees in tne transportation department of interstate rail- 
roads to 8 out of 24. * 

“Bg it further resolved, That a copy of this resolution Ixj sent to the President of the 
United States, the United States Senate, the House of Representatives, and the 
United States Industrial Commission.” 


[Editorial from the Hallway Conductor for November, 1895, p. 611.] 

“ ‘A shorter workday for labor' continues to be the all-absorbing topic with a 
great many of the lalior or^nizations through the country, and its discussion seems 
to grow in interest and enthusiasm as the time i)as8es. There can be no doubt as to 
its vital importance, esi)ecially to those classes of workers whose domain has been 
most seriously invaded by different kinds of lalwr-saving machinery. It is hoped 
that the shortening of the hours m ill go far toward relieving many oi the distressing 
conditions thus imposed upon great numbers of our most effective workmen. No 
other remedy offers so much hope, and when a trial could be given with so little of 
trouble and expense it would seem criminal to refuse it. A number of the strong[e8t 
organizations are now arranging to submit to a vote of their members a proposition 
for the establishing of a general 8-hour day on the Ist of May next, and it is safe to 
say that it will be uniformly confirmed. Whatever may be the result of the adop- 
tion of the new policy as a relief for the congested condition of the labor market it 
must certainly ba indorsed as a humane measure. The growth of sentiment in this 
regard has been slow, but it has been none the less sure. Only a few years ago and 
many of the clearest thinkers among our workers were opposed to the shorter day 
l^ecause it meant a shorter wage, but they are now very willing to take the needed 
rest, and with it all the conditions which may naturally follow. The improved con- 
dition of the men who have sufficient time to recuperate, mentally and physically, 
after one day’s work before beginning the next is apparent.” * ♦ * 

While there might be a little difficulty at first in putting a shorter workday into 
effect in the transportation department of railroads, the feasibility of the plan is 
proven by the fact that a number of yards in New York and the New England States 
and a number of telegraph offices in various parte of the country are now being suc- 
cessfully operated under an 8-hour rule. As an evidence of this fact I submit the 
following statement of the chairman of the general grievance committee of the 
Brotherhood of Railro^ Trainmen, who assistM in putting the 8-hour day in force, 
and who is in a position to see its practical workings: 
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Mr. Hugh Fuller, 

Hotel Rddgh, Washington, D. C 


South Boston, Mass., January ^9, 1900, 


Dear Sib and Brother: In answer to your letter of the 13th instant I send the 
followinff, which is at present the best statement I am able to give. 

The 8-nour system was inaugurated on the New York, New Haven and Hartford 
at Harlem, N. Y., on January 1, 1882. The apparent reason for it was the limited 
track room and because the work was so laborious that the company could not get 
men to work longer than a month or so at a time; so on the above (fate Mr. Clark, 
who was then officially connected with the road, introduced the 8-hour system. It 
has been gr^ually extended to all points over their lines, and at the present time it 
is in operation in all of the big yards on the system. In 1884 or 1885 it was brought 
about in New Haven by the men presenting a petition asking for the 8 hours, which 
was refused by the company. The men struck and were out a short time, when the 
company yielded. There was no labor oi^nization in this strike. I can not give 
the date it was adopted in New London, but a short time ago the company, after 
receiving a petition from the men, extended the 8 hours over other portions of the 
yard there that were not already working the 8 hours. There are other yards in 
Connecticut that are working the 8 hours, but I can not give locations, except at 
Bridgepcjrt, and it has been in effect there for 8 years that 1 know of. In regard to 
Boston and Providence yards, the Brotherhood of Railroad Trainmen prepared a 
schedule covering yard and road men on the New York, New Haven and Hartford 
Railroad, in which they asked for the 8 hours. Said schedule was presented to the 
officials of the company on February 15, 1899. On May 1, 1899, the 8 hours went 
into effect in Proviclence, R. I., and in the freight yards in Boston. On Se{»temlx*r 
25, 1899, it was put into effect in the passenger yards in Boston, and now all yards 
of the New York, New Haven and Hartford in Boston are working on the 8-hour 
basis. In Sprimrfield, Mass., I can give no information as to date of its going into 
effect. 

This takes in all the big yards, and we cxi^)ect to have it in some of the smaller ones 
before long, as we now have the promise of it. I have got no w'ritten expression of 
the company on the matter, but, as I served on the committee, 1 can say that the 
officials aid not oppose it, and, if anything, were in favor of it. The general super- 
intendent and general manager raised no objections to its going into effect, anci, as 
far as I know, with the exception of the strike in New Haven, the officials and 
enmloyees are perfectly satisfied with the system, and especially the men. 

The number of men empWed in the different yards are as follows; Harlem River, 
New York, 24; Bridgeport, Conn., do not know. There are other yards in Connec- 
ticut that are working on the 8-hour system, but do not know where they are 
located. In Providence, R. I., 75 men; in Boston, Mass., 191 men; Springfield, Mass., 
working 8 hours, but do not know the number employed. This does not include 
tower men, but 1 have been informed that all towers are working 8 hours. 

Hoping in the near future to be able to give you a more correct account, I remain. 
Yours, fraternally. 


R. McIntirk, 


No. 97 Sixth street, South Boston, Mass. 


The Brotherhood of Railroad Trainmen, at its fourth biennial convention, held in 
New Orleans, La., in May, 1899, took under consideration the question of asking Con- 
gress to pass a law limiting the hours of service on railroads to 8 per day. The ques- 
tion was referred to a committee, which made a favorable rejiort, and their report 
was unanimously adouted by the convention, (Convention Proceedings, p. 73. ) 

I would recommend that Congress and our State legislatui es pass laws limiting the 
hours of service of yard employees and telegraph operators to 8 out of 24 and road 
men to 10 out of 24. Provisions should be made to cover delays caused by wrecks, 
washouts, and other unavoidable causes. Such laws should also provide exceptions 
in cases where men are away from home and can not jjet back home within that time. 
This is for the purpose of allowing them to have their rest at home with their fami- 
lies, which is the proper place for them to take their rest. Then, too, after they 
have had their rest, they nave a better chance to read and improve their minds at 
home than they have lying around a caboose or bunk-house at the other end of the 
division. But in drafting a provision in the law to cover such cases as these the 
greateet care should be taken lest the whole object of the law be defeated, for I 
believe all kinds of little schemes would ot, workw to get more hours of service out 
of the men. 

Sunday fa6or.-^;)ompen8ation for Sunday labor is the same as for labor performed 
on any other day. 

Much of my armiment for an 8-hour day can be appropriately used in behalf of 
Sunday as a day of rest, as the advantage to be derived from 1 rest day out of 7 is 





as beneficial to the man phywcally and morally as is that which is gained by a 
shorter work day. ,, , „ ^ 

Some people argue that it would not do to stop Sunday trains; that they are a 
necessity to carry the mail, perishable freight, and live stock; and that the traveling 
public would be inconvenienced too much thereby. 

To me these arguments app^r to be more or less inconsistent and selfish, and I do 
not think they are the conclusions of minds that have made a study of this question. 
If it is desinea to send a communication in a hurry, by using the telegraph on Sat- 
urday evening or Monday morning it can be gotten to its destination quicker than 
had It been put in the mail on Saturday and been in transit on Sunday, for in the 
most of cities and towns, even had it arrived on Sunday, it would not be delivered 
until Monday. 

The advent of the refrigerator car removes any necessity, if there ever was any. 
for moving perishable freight on Sunday; and it is only humane to unload and feed 
live stock while in transit. Roads which handle live stock now have places arranged 
to unload stock and feed it, and I have understood that the laws require it; therefore 
good instead of harm would come from unloading live stock and allowing it to rest 
over Sunday. 

There seems to bo a growing tendency to increase Sunday labor on railroads. 
This is caused by the public demand for Sunday trains for convenience and pleasure, 
and the eagerness of the officers of the roads to increase the earnings. Several roads 
that heretofore ran few or no trains on Sunday have of late put on Sunday trains and 
bid for Sunday traffic. Some road.s do a larger freight business on Sunday than on 
any other day of the week. 1 have in mind one road in particular whose principal 
traffic is in coal, coke, and ore, that endeavors to get its freight cleared up on Sun- 
day, and for a large part of the day on Monday there is very little done. As this 
freight is of a low class it could be held over until Monday, thus giving the 
employees their Sunday at home; but it seems, in this case at least, that the com- 
forts and natural needs of the men are made secondary to the convenience and busi- 
ness interests of the management. 

Committees representing the men have at various times waited upon the manage- 
ments and asked for a restriction of Sunday trains, and have generally met with the 
answer that tlie managers were in favor of it, but competition and the demands of 
the jmblic required them to run Sunday trains. 1 believe the competition feature 
and the eagerness to increase earnings have more to do with it than the demands of 
the {)ublic, for many roads inaugurate Sunday trains and Sunday excursions, and by 
elaborate advertisements go into the market and bid for and encour^e Sunday 
travel, thus showing that they seek the public patronage for their Sunday trains 
rather than the public asking for Sunday trains. To verif)’ these statements I sul)- 
mit to the commission the following handbills and newspaper advertisements and 
clippings. 

(The witness here submitted four different handbills which had been distributed 
in Youngstown, Ohio, each advertising Sunday excursions to Cleveland, Ohio, on 
the Erie Railroad, for the respective dates following: June 11, 1899; July 9, 1899; 
July 23, 1899, and August 13, 1899. The first handbill was as follows:) 

“Sunday excursion to Cleveland and return via Erie Railroad, Sunday, June 11. 
Fare for round trip, $1. Special train will run as follows: I^ave Sharj^ville, 7.20 
a. ni.; leave Sharon, 7.30 a. m.; leave Huhl)ard, 7,45 a. m.; leave Youngstown, 8 
a. m.; leave Girard, 8.09 a. m. ; leave Niles, 8.16 a. m.; leave Warren, 8.26 a. m.; 
arrive Cleveland, 10 a. m. Returning, special train leaves Cleveland at 7. 30 p. m., 
making above stops. Tickets good on special train only. D. I. Roberts, G. P. A., 
New York; F. W. Buskirk, A. G. P. A., Chicago; R. H. Wallace, G. A. P. D., Cleve- 
land; J. D. Cutter, T. P. A., Youngstown,” 

[Pittsburg Post, July 11, 1899.] 

A Tvih of ^ndmf frdghi,—-T\iQ regular heavy run of through business on all the 
important lines le^ing through the Pittsburg Mteway was heavy on Sunday. The 
1 anhandle and the Baltimore and Ohio had a heavy fruit, vegetable, and live stock 
and refrigerator biisiness, all first 'Cla.s8 freight, which pays a big revenue. The Pitts- 
and Lake Erie had train after train of coal and coke out of the Monongahela 
Youghiorfieny valleys. The Baltimore and Ohio is having quite a heavy coal 
traffic to the Eastern cities, and on Sunday train No. 6 passed 30 sections of freight 
between Pittsburg and Harpers Ferry. 

[Pittsburg Post, July 24, 1899.] 

^^forUCf Po.— Sunday train service for Bellefonte was established for the first 
time m the history of the town by the Pennsylvania Railroad Company. 
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[nttoboig Post, AOffDit a, 1899.] 

A henwy run qfUve itodfe.— The Panhandle had a very heavy run of live stock Sun- 
day, more than 125 carloads having been brought in during the day. One large 
train load came in from the Wheeling division, and the other longest train load was 
gathered up along the Cleveland and Marietta Railroad. The other trains came in 
from the divisions west of Columbus and Indianapolis. 

On the Fort Wayne and Baltimore and Ohio the live-stock traffic was also quite 
heavy. There was not such a heavy business in refrigerator stuff, but the merchan- 
dise Dusiness west bound was heavier than usual. On Saturdays the live stock is 
driven from Ohio and Indiana towns to the stock pens and loaded up for East Lib- 
erty, and the trains come in here on Sundays. 

[Beaver, Pa., Star, of August 81, 1899.J 

East Liverpool and Maire.— Under new schedule, taking effect on Pennsylvania 
lines Sunday, July 23, a new train will be run Sundays between Pittsburg, E^t Liv- 
erpool, Steubenville, and Bellairo. The new train will leave Pittsburg Union Station 
7.10 a. m., central time, arriving at Rochester 8.20 a. m., Beaver 8.25 a. m.. East 
Liverpool 9.02 a. m., Steubenville 10.06 a. m., Bellaire 11.16 a. m. Returning, leaves 
Bellaire at 1 p. m., central time; arrives in Pittsburg at 5 p. m. 

[Pittsburg Poet, July 21, 1899.] 

Mm Sunday iram.^Jt was announced yesterday that, beginning next Sunday, 
the Pennsylvania Company would begin running train 361 through to Bellaire every 
Sunday, and No. 360 will also be a daily train, leaving Bellaire at Ip. m. The new 
south-bound Sunday train will leave Pittsburg at 7.10 a. m. daily. This is in accord- 
ance with the statement made in the Post some weeks ago. The next break will be 
on the Chartiers branch of the Panhandle, which has been without a Sunday train 
for years, 

[Pittsburg Post, August 1, 1899.] 

How the freight Iminess mmd.— The usual large volume of Sunday through freight 
was handled on the Pittsburg trunk lines. The Panhandle had some 87 trains, and 
the total movement exceeded 3,000 cars. The Fort Wayne river division was 
crow'ded with trains all day, and the Baltimore and Ohio and the Pittsburg and Lake 
Erie rails were kept warm. The refrigerator business was heavy on the Panhandle, 
more than 126 carloads having arrived here from the West. 

[Rochester (Pa.) Commoner, August 12,1899.] 

Neiv Sunday trains between Pittsburg, East Liverpool, and Under new 

schedule taking effect on Pennsylvania lines, Sunday, July 23, a new train will be 
run Sundays l^tween Pittsburg, East Liverpool,* Steubenville, and Bellaire. The 
new train will leave Pittsburg Union Station 7.10 a. m. central time, arriving at 
Rochester 8.20 a. m., Beaver 8.26 a. m.. East Liverpool 9.02 a. ra., Steubenville 10.06 
a. m., Bellaire 11.16 a. m. Returning leaves Bellaire 1 p. m., central time, arriving 
at Pittsburg 6 p. m. 

[Pittsburg Post, August 26, 1899.] 

Excursion to Wheeling to-morrow. liate, $150 round trip. Train leaves Baltimore 
and Ohio depot at 8.10 a. m. 

[Rochester (Pa.) Commoner, September 2,1899.] 

New Sunday trains between Pittsburg, East Liverpool, and Bellaire.-^The new train 
will leave Pittsburg at 7.10 a. m., central time, arriving at Rochester 8.510 a. m., 
Beaver 8.26 a. m.. East Liverpool 9.02 a. m., Steubenville 10.06 a. m., Bellaire 1 1.15 
a. m. Returning leaves Bellaire 1 p. m., central time, arriving at Pittsburg 6 p. m. 

[Pittsburg Poet, September 9, 1899.] 

Excursion to Ohiopyle to-morrow. Train leaves Baltimore and Ohio depot at 8.20 
a. m. Rate, $1 round, trip. 


[Pittsburg Poet, December 12, 1899.] 

The Sunday freight fra^c.— From Sunday morning at 4 a. m. until Monday at 9 a. m. 
the Panhandle moved about 46 east-bound freight trains and 38 west-bound trains 
on this end of the line, making a total of over 83 trains in the 29 hours. Four-fifths 
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of this was through businoas, such as live stock, refrigerator products, merchandise, 
and machinery. As the Panhandle trains average about 30 cars this would mean a 
total of 2,490 cars moved. Many of the west-bound trains are made up of empties 
and haul from 36 to 40 cars, so that while the average east-bound train does not haul 
over 23 cars, the lonwr we^bound trains make the total average greater. On the 
Fort Wayne and the Baltimore and Ohio the traffic was extraordinarily heavy durina 
the past 48 hours, and the main stem of the Pennsylvania Railroad between Pittfr 
burg and Altoona was crowded with freight trains. 


[Plttaburg Post, December 18, 1899.] 

Another day of heavy Yesterday was another period of heavy freight trai**c 

and all the through crews on the main stems were kept on the hustle. The Panhan- 
dle moved about 80 through freight trains, mostly loaded with perishable goods in 
34 hours, and the Fort Wayne rails were kept bright all along that line throughout 
the day and night. 

The Baltimore and Ohio received a heavy run of freight from the Pittsburg and 
Western, most of which was first-class through traffic to Baltimore and Philadelphia 

On the Pennsylvania they were kept hustling to keep the Pitcairn yards clearfand 
between Bolivar and Altoona there was a tremendous rush of traffic. 


[Pittsburg: Post, February 6,1900.] 

Oood mn of fkndatifrei}ht.-On Sunday the Panhandle had 35 east-bound and over 
30 west-bound freight trains between 6 a. m. and 10 p. m., and most of the business 
was hi-st class. On Monday the through and local business was very heavy and 10 
tmms an hour pa^d Idlewood and Grafton. Ten of these trains were loaded with 
(ir^ed meat and live stock and the balance contained local freight. The Fort Wavne 
\^rPeniT^^^*^^^ through freight east-bound which almost swamp^ the 


[Pittsburg Post, February 20, 1900.] 

Vmt ImMgM traffic.— From Sunday morning at 6 a. m. until Sunday night at 
:[}]' "‘Vu moved over 80 freight trains on the Pittsburg end of the 

roads. The west-bound business— made up of coke, steel rails, and merchandise— 
was unusually heavy, and the movement of first-class freight eastward was good. 
The saine report comas from all the othef roads which center here. The business on 
Uie^Baltiraore and Ohio mam line through Cumberland is said to be tremendously 

[Pittsburg Post, October 31, 1899.] 

Sunday— Many train loads of ratlk were moved through the city 
Slw ^ poMmjcr traffic requires extra engines- 

i "• R-Business intlj Ohio Vall^-Newsy notes from 

brought in over 110 carloads of lives^k. 
foUowwl hv fi?™’ ■*'“ *“'• Marietta, came in at 10 a. m., and was 

tollowed by four more trains with about 1 1 cars each, making a total of 61 carloads 

Sru sll''""':?- had a big run if live sLk also, and t“e Ct 

hSe s®ene 'he afternoon, as about 6 more Pan- 

handl® trains came m with stock between 2 and 6 p. m. 

road'L the drovers work in harmony to get as much stock over the 

trains ran “ *l'T T .P®®®®''^®'' t™'"® e" 'hat day, and the 

S u- hanuled witli much less trouble than on regular week days. 

ferent ®h‘®, h^' “S.V®'?' ‘‘ve stock coming in from the dit- 
to the road, the Pittsburg and Western having delivered many cars 

stock'nni I''® noticed that this system is now handling more live 

to ‘han ever before in its history, and this is dulto the fact 

tromChXS;rA?fcct“C*rd^‘‘‘‘’“*“'‘ time all the way 


[Pittsburg Post, February 13, 1900.] 



and Rh;;;,rr:A‘"T having brought! aavo 

crowS Baltimore and Ohio main line was 

l^ff first-clasa freight, and more than 00 trains pa^ over the 
long bnck bndge at Cumberland during the day. 



[Pittsburg Post, February 26, 1900.] 

' Idw-ilook ihipments heavy. ^from Saturd^ noon until Sunday evening the Pan- 
handle had over 160 carloads of live stock. One of the big new mogul engines, No. 88, 
palled through the Union station yards with 29 cars loaded with cattle from the 
States west oi Pittsburg. Several other stock trains came in during the period of 
time above defined. The live-stock traffic on the Fort Wayne and the Baltimore 
and Ohio lines was very heavy during the same period. 

[Pittsburg Post, February 27, 1900.] 

The r^lar meeting of the Pittsburg passenger committee will be held this after- 
noon. Tne running of Sunday excursion trains in and out of the city next season is 
an assured fact. 

[Pittsburg Post, March 20, 1900.] 

freight movement still heavy.— ¥rom Sunday at 6 a. m. until 10 p. m. the Panhandle 
had about 33 east-bound freight trains and 30 west-bound trains, making a total of 
more than 63 trains hauled over this end of the road in the time stated, which means 
more than 100 freight trains every 24 hours. Mo.st of the east-bound freight i.s corn- 
nosed of grain, live stock, dressed meat, and machinery. Hundreds of Chicago, 
Burlington and Quincy, Chicago, Milwaukee and 8t. Paul, and Clreat Northern care 
come over this road daily loaded with grain and are sent through to the Atlantic 
seaboard. 

[PlttRbnrg Post, March 27, 1900.] 

About 90 freight trains were moved on this end of the Panhandle between 12.10 
a. m. Sunday and ID ]). m. Sunday night. 

The question of Sunday lalwr and tlie means of restricting it have been subjects of 
great discussion among the railroad employees in their union meetings and conven- 
tions, and more so of late on account of the apparent policy of the railroads to increase 
the number of Sunday trains; and the result has bc^eii the adojition of strong resolu- 
tions against the practice and reciuests for Congressional action in the matter, as the 
following resolutions will show: 

[Resolution ot International Meeting of Railroad Employees in New York City May 28, 1894.] 

We favor the enactment of laws affording railroad employees Sunday rest, so far as 
is consistent with the imperative demands of the pc^ople. (Railroad Trainmems 
Journal for July, 1894, p. 685.) 

[Resolution of third biennial convention of the. Brotherhood of Railroad Trainmen held at Toronto, 
Ontario, May 27. 1897.] 

Whereas believing as we do that the one day of rest in seven is for the best inter- 
ests of labor, and was so designed bv Infinite wisdom: Therefore, be it 

E&sdved, By the Brotherhood of Itailroad Trainmen in international biennial con- 
vention here assembled, that we reiterate our utterance made in the Bo.ston conven- 
tion of 18113, viz: That we are unalterably oi)po.sed to Sunday trains, the running of 
which deprive so many of us of our just rights to Sunday rest. (Convention pro- 
ceedings, p. 72. ) 

[Resolution of fourth biennial convention of the Brotherhood of Railroad Trainmen neld at New 
Orleans, La., May 17, 1899.] 

Whereas we believe the laws of nature demand that man should have at least one 
day's rest out of seven, and if the great political and industrial questions are to receive 
intelliMnt consideration at the hands of the toiling mas.se8 more time must be given 
them lor recuperation and thought, and as Sunday, the first day of the w'eek, is 
observed more than any other day of the week for rest, and therefore can be easily 
reserv'cd as a rest day, and as the growing demand of the public for Sunday trains, 
and the eagerness of railroad commnies to increase dividends by running Sunday 
trains, threaten to entirely deprive the railway employees of a day of rest: Tnerefore, 
it 

Resolved^ That while we realize the quasi-nublic nature of our positions, and that 
it is our duty to meet all reasonable demanos of the public and our employers, we 
believe a rest d^y is just as dear to us as it is to all other classes, and the demands 
made upon us for Sunday service are unreasonable. We believe the adoption of the 
refrigerator car has removeni all necessity for the moving of perishable freight on 
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Sunday; that no harm can come from the unloading of live stock to rest overSundajr; 
that the demands of the public for Sunday trains for pui^se of pleasure and conveni- 
ence, and the running of trains by railroad companies for the purpose of increasing 
dividends come from selfish motives, which experience has taught us can not be 
overcome by suasion, and, as there seems to be no hope of our naving a rest day. 
unless it lx* secured by legislative enactment, we urge the United States Industrial 
tlommissioii and Cimgress to investigate this question; we earnestly ask that Congress 
pjiss a law which will prohibit the running of Sunday trains on all interstate rail- 
roads; And be it further 

Jimdved, That a copy of this resolution be sent to the President of the United 
Stutt'H, the United States Senate, the House of Representatives, the United States 
Industrial Comniission, the ])res8, and l)e printed in the Trainmen’s Journal. (Con- 
vention Proceedings, p. 98.) 

This same resolution was also passed at the second biennial convention of the Order 
of Railroad Telegraphers held at Peoria, 111., May 25, 1899. (See Supplement to the 
Railroad Telegrapher for July, 1899, p. 154.) 

[RcisoliUioii of tlio convention of the State L(‘gislative Board of Railroaii Employees of Pennsylvania, 
held at Sunbury, Pa., April 27, 1900 ] 

Wherea,s there is a growing tendency among our railroad managers, through a 
desire to ineretise earnings and in eomplianee to a demand of a eertain class of peo- 
ple to increase the running of Sunday trains; and as this action threatens to entirely 
take from the railroad em])loyees tlieir day of rest; and as there seems to bo no 
remedy for this except through national legislation: Therefore, be it 

Itiwlird, That we urge Congress to jiass a law forbidding the running of Sunday 
trains on all interstate railroads: And be it further 

Rmlrcd, That a (‘ojiy of this resolution be sent to the President of the United 
States, the United States Seiiati*, tlui Ifou.^eof Repre.sentatives, and the United States 
Indii.strial Commission. 

Most (‘iiiployees in etther classes of employment now enjoy Sunday rest, and I 
think the railroad eiiqiloyees contribute enough to the public good to entitle them 
to at least e((iial treatment at the luiiuls of the iniblie. 

Science has taught us that even the exhaustion caustai liy ordinary labor can not 
be overcome without oue day’s re.st out of seven. IJow niiicli more necessary then 
is a i'i‘st day for railroad (Muployees, who, in addition to their phvsical exiTtions, are 
under a constant mental strain, ami are reiiuired to give H(‘rviee at all times of the 
day and night, and are exposed to all kinds of weather. 

Much agitation has been going on at different times, ami a great deal has been 
said and doiu; to reserveSumluy for religious reasons. So far as results are concermid 
it would not matter inat<Tially to the working cla.sses what influence brought about 
the reservation of one day out of seven as a day of r(‘st. They would welcome it no 
matter from N\luit source it came. However, I hav(^ given this (juestion a great deal 
of study ami hav(* endeavored to look at it in all of its pha.Mes, ami if it is to Ive solved 
by l(*gislation (which I think is the })roper means of sieving it), T can not see how 
we can consistently contend for it from a religions point of view; for just as soon as 
the religious question is brought into it, just so soon does it become .Mcetarian, and the 
various creods which bcdiiwe in observing the first day of the week will contend for 
it for sectiirian reasons, while the creed which believe in observing the last day of 
the week will (jj)])ose tlie observance of the first day and contend for the observance 
of the last day, I believe the observance of one day out of seven can be contended 
for for humanitarian ami j)atri<)tic reasons, and much ai^iimeiit can be produced to 
show why the first day of the w eek, wluit is commonly known as Sunday, is the day 
that should be set apart as a rest day for railroad employees as well as other classes. 

The first good rea.son is because n»any <>f oiir State legislatures have passed laws lim- 
iting lalwr on this day, and in conseciuenco it is olwerved by our manufacturing and 
mercantile institutions and by our agriculturi.sts. 

Then, too, so many more people oUserve it and refrain from work for religious 
reasons than there are people who through religious l)elief observe some other day. 
Consequently it is the rest-dav now observed by a great majority of our people, and 
can, therefore, be more expediently given to the railroad employees as their day of 
r^t than can any other day of the week. Jf the railroad employees are not given 
this day as their day of rest the good influence of the family circle will avail notning, 
for it is on this day only that the re.st of the family are at horrje and are at leisure. 
On other days tlieir wives are busy with their household cares, the little children 
are at school, and the larger ones, both l)oys and girls, are at work in the factories 
and stores. 
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It may be argued that this question should be left to the State legislatures, and 
that Congress sTiould not interfere in the matter. If the Stete laws were adequate 
and were respected and lived up to by the railroad companies there might be some 
reason in such an argument; but the fact of the matter is that many of the State laws 
are drafted in such a way as to allow them to be easily evaded by the railroad com- 
panies, and if there is no chance for evasion they are openly violated and defied. 
Railroad companies are large and powerful cornorations and wield an awful influence 
in the various States through which these roads nm, and in many cases they have 
no respect whatever for State law, but will hesitate Ix-fore defying the strong arm of 
the United States (xoveniment; and if Congre.ss should pass a law forbidding the 
running of Sunday trains I believe it would lx; resi)ected. I can cite no more con- 
vincing evidenci; of the evasion and defiance of the State law by railroad officials 
than by calling your attention to the remarkable admissions of several railroad presi- 
dents in their l('stiniony lx;fore this commis.sion. 

Mr. Samuel S[)encer, ])resident of the Southern Railway, in answer to a question 
from Commissioner Kennedy in reference to the poasibility of evading the Georgia 
Sunday law, said: “Tiiat is a question that I can not answer. I sup])ose it is possi- 
l)le. I do not recall the Georgia statute exactly. I have had knowledge of some 
cases where one car of perishable freight would lx; used, for instance, to take an 
entire train of nonperishable freight through along with it. 1 suppose it is some- 
thing like that you had in mind.” (Hearings on Transportation, p. 266.) 

Mr. M. E. Ingalls, president of the Cleveland, CHneinnati, Chicago and St. Louis 
and the (Chesapeake and Ohio railroad companies, testified jiractically the same as 
Mr. Spencer. The following appears in his testimony in regard to the Virginia Sun- 
day law : 

“(i. But that law does not prohibit passenger traffic?— A. No, nor perishable 
freight; and the result is that you will see 49 cars of coal running down over the road, 
and a car of hogs used to run them through; and we run our passenger trains and 
business through. There is a <lemand for passenger trains now. 

“(i. According to that, practically, there is not a great <loal of observance of that 
law?— A. You might not have cars enough of hogs to go around. 

“Q. If you do have hogs enough to go around, you are very sure to run the 
trains? — A. As long as we can switdi in perishable freight, I understand from our 
attorneys that we are safe. The Virginia p(;ople are the cleverest people in the 
United States. I do not know any State where property- rights are so (‘arefully 
observed as they are in Virginia; and we do not have any trouble unless we strike 
somebody who wants to make a fine out of us. Tlie people themselves are all with 
us; we do not have any trouble with them.” (Hearings on Transportation, ]>. 289.) 

lion. John K. Cowen, preshlentof the Baltimore and Ohio Railroad C'ompauy, in 
answer to a question as to how be managed the running of Sunday freights in the 
States which had laws forbidding it, said; “Just run along; we have not tieen pros- 
ecuted. I believe we were prosecuted once in West Virginia, but the matter 
dropped. It has been sort of recognized as a necessity to continue the running of 
certain trains. There have been from time to time complaints, of course, local com- 
plaints, of running exiairsion trains, which are not absolutely necessary, but we do 
run excursion trains, and of those there have been complaints from time to time, but 
no prosecutions. There have not been any actual prosecutions.” 

In answer to the question, “What is your o[)inion of such laws anyhow; do you 
think they amount to anything or are of any benefit to anybody?” he said, “ T do 
not think they amount to anything or are any benefit to anybody.” (Hearings on 
Transportation, p. 804.) 

Here are statements of three railroad presidents, and if the presidents of all the 
roads in this country were brought before this commission to testify I believe the 
maiority of them could tell the same story. Mr. Chairman, if railroad presidents 
will evade and defy these State laws, and say that they are no good, 1 think that 
alone should he evidence enough to convince this commission that if the rail- 
road employees are to get any relief through legislation it must be given by an act of 
Congress. 

The great good that would be derived, socially, morally, and politically, by the 
stopping of Sunday trains far outweighs any inconvenience that might be suffered 
by the railroad corporations or the miblic; therefore I am in favor of Congress 
ing a law forbidding the running of Sunday trains on all interstate railroads. Pro- 
vision, however, should be made for the running of relief and wreck trains, and to 
allow trainmen to complete their trips begun on Saturday, in order to get to their 
homes. 

Overtime.— Some years ago there was no such a thing as getting paid for overtime 
on railroads, the same amount being paid for a run if it took 24 hours to make it as 
was paid for the same run if made within 10 hours. This condition existed until the 
employees started to organize, and generally, as the organizations grew on each system 
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of railroad, the management granted mv for overtime; and, as a rale, wherever you 
find the men well organized you find that they are paid for overtime at a rate pro 
rata to the regular time. The telegraph operators seem to suffer the most in this 
way, as they were the last of these employees to organize, and on many roads they 
do not get paid for overtime. 

Lmhilily of railroads to emplmfees for injnrjf—A number of States have passed laws 
making railroad companies liable for damages to their employees for injury caused 
by neglect or mismanagement of certain classes of employees. The effect of this 
legislation has been that under certain circumstances employees who have been 
injured while in the perfonnance of their dutv have collected damages therefor. 

The effect of such legislation, if extended, will, I believe, have a temlency to decrease 
injuries to railroad emplovees, for if the companies are held to account for injuries 
received through tlie negligence and incomjadency of tlunr employees, it will cause 
them to be more careful in their management and in the selection of employt^is. 
Some States liave made it iwssible for |H.^rsonM dependent uiwii employees to recover 
damages in case such employees are killed through the negligence of the railroad, 
though ill some States, I Ixdieve, this is not the case. 

Speaking in general, the doctrine of ri.sks contemplated by voluntarily engaging in 
a dangerous occuj)ation is upheld by judicial deci.sions and has not l)een modified to 
any extent by statutes, one exception being in the act of Congress requiring railroad 
companies to e<juip their cars wdth safety appliances. In this case, however, it is 
limited, inasmuch as it only applies when {‘ompaiiies fail to furnish certain appliances. 

Most of the liability legislation is limited, very few States making the railroad 
companies liable for the acts of all their employees, the liability being generally con- 
fined to the acts of agents and certain other employees. For instance, in the case of 
an injury to a lirakeman caused by the negligence of a fireman the brakeman could 
not recover, 'where if his injury had been caused by the negligence of an agent of 
the company or, in some States, by a conductor he could recover. 

The nature and effect of this legislation is that employet'S are denied the right to 
recover unless the injury is caused by the negligence of one of a certain class of 
('iiqiloyees. I think the laws should make the companies liable for negligence, mis- 
management, and incompetency of all of their employees. 

Some States have limited the amount that an employee c^n recover for injury, 
w hile some States are forbidden by their constitutions from passing such legislation. 
Pennsylvania is one of the States which forbids this legislation. 

As a general rule the decisions of our courts under the common law are favorable 
to the comiianies. This is in keeping with the ruling of an English court laid down 
in the year 1887, and w hich seems to be the jirecedeiit that luus been followed by our 
courts. It w as said during the early decisions on this question that the one great 
rea.son why the employer should not he liable to an employee for injury caused by 
the negligence of a fellow'-servant was IxTause the employees were coemployees, 
working together in the same employment, ami that they w'ere in a better position to 
know each others’ faults, and could therefore better ])rotect themselves against injury 
from each others’ negligence than could the employer protect them. But it must 
Ixi remembered that the decision of the English judge was made at a timcMvhen 
employees worked together on the same j)iece of work; it was Ixdore the great cen- 
tralization of wealth and consolidation or manufacturing ami other e.stablishments, 
when probably only two or three laborers worked in a shop ami were brought 
closely together not only in their work, but socially, as well; and whatever justice 
there w^as in such a rule at that time, if there was any at all, surely disappears when 
applied to the gigantic manufacturing institutions and the great consolidated systems 
ot railroads of to-day, w hen thousands work together in the same common employ- 
ment and never see each other, much less liecoining acquainted with each other and 
studying each othei's’ capabilities and faults; and even if they w'cre acquainteil and 
knev' each others’ faults, their work is of such a nature and they are so widely sep- 
arated that they could not guard against accident. 

An engineer may be going along the road with his train, and everything may be 
going all right until he has gone 100 miles, when suddenly, without warning, his 
train collides with an opposing train and he is injured, all on account of some tele- 
graph oix'rator failing to deliver an order to the train. It may be that he never saw 
the om*rator, and even if he had known him and thought he was not a competent 
man he could not have stopped his train and refused to pnjceed just because this 
operator was working at the same time he was. If he would do such a thing as that 
he would lie dismiss^ from the service. (See Decision, Frazier v. Pennsylvania Rail- 
road Company, to follow.) 

Then, too, the discrimination of our courts between the public and the employees 
must appear to the reasonable mind to be unfair. Amemlierof this commission 
i«ay go to a railro^ .company and sell, trade, or give it, as the term may be, $4 for 
a nde from Washington to Pittsburg; I go to the same company and sell, trade, or 
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give it my labor as a conductor from Washington to Pittsburg for $4. Neither of us 
enter into any agreement with the company to release it from any responsibility for 
injury. We Wn go out on the same train, you as a passenger and I as a conductor. 
Our train goes along all right for a long distance. I am busy collecting tickets and 
looking after the comfort of my passengers. After our train has gone a distance of 
about 200 miles some negligent switchman, whom you and I knew nothing about and 
whoso character and fitness we never had opportunity to know, lias left a swit(;h 
open, which causes our train to be wrecked; you lose two fingers and I lose a leg or 
an arm; you can go into the courts and recover to the amount of thousands of dollars 
and I recover nothing; and if 1 be killed neither can my family, which is dependent 
on me, recover. If tne company is responsible to you it should be to me. 

This question has received a great deal of consideration by the railroad employees, 
and wherever they have had legislative committees at work in the different States 
they have endeavored to get laws jiassed which would be more favorable than the 
common law. The following are a few expressions of the railroad employees in their 
meetings; 

[Rcbolutioii of uulon moetiiig of organized railroad cmployeoH of Texas, held at San Antonio, Tex., 
September 9, 189t».J 

Whereas the sunreme court of the State of Texas in its recent decision rendered 
inoperative our fellow-servant law : Therefore, be it 

Resolved, That we demand such legislation as will give us an effective fellow- 
servant law. (llailway Conductor, for October, 1896, p. 612. j 

[Rosolution of union meeting of organized railroad ('mployees, hehl at Carnegie, I’a , July 16, 1899.] 

Whereas the common law as applied by our courts in civil actions brought by 
employees to recover for injuries received through the negligence of coeraployees is 
unfair and unjust, and as there is great need for legislative action to remove the 
injustices from which we suffer at the hands of our courts in such cases: Therefore, 
be it 

Resolved, That w'o, members of the Brotherhood of lA)comotivo Engineers, Brother- 
hood of Locomotive Firemen, Order of Railroad Conductors, Brotherliood of Rail- 
road Trainmen, and Order of Railroad Telegraphers, in joint meeting assembled at 
Carnegie, Pa., on this 16th tlay of July, 1899, earnestly urge Congress to pass a law 
giving employees of interstate railroads the same rights to recover for injuries 
caused by the negligence of coemployces as are now enjoyed by those who are not 
employees. 

Be U further resolved. That a copy of tliis resolution lie sent to the President of the 
United States, the Unitc‘d States Senate, the House of Representatives, and the United 
States Industrial Commission. 

In addition to these resolutions the fourth biennial (’(invention of the Brotherhood 
of Railroad Trainmen, held at New Orleans, La., May 15, 1899, passtid a motion indors- 
ing a national employers’ liability law. (Convention Proceedings, p. 73.) 

In order that you may have the opportunity to sec the way this question is handled 
in a State where the common law prevails, I have had j»repared a copy of some 
important decisions of the courts of Pennsylvania, which I submit herewith. My 
reasons for picking the State of Pennsylvania are because of the vast multitudes 
employed in its mines, enormous manufacturing and mercantile establishments, and 
on its thousands of miles of railroads. 

[Pennsylvania laws and deci.sion.s relative le the liability «>f employers for injuries to employees.] 


I.— Laws. 

^ The State of Pennsylvania has no “employers’ liability act.” (Shearwan k Red- 
lield on Negligence, sec. 2410. ) 

In the alienee of such statute the common-law rule is in operation, which declares 
that the master is not liable for an injury received by an employee in consequence 
of the negligence of his coemployee. 

See paper entitled “Employer and employee under the common law,” in Bulletin 
No. 1, pages 96-107, of the Department of Labor, for November, 1895. 

No act of the ^neral assembly shall limit the amount to be recovered for injuries 
resulting in deatli, or for injuries to person or property, and in case of death from 
such injuries the right of action shall survive, and the general assembly shall pre- 
scribe for whose benefit such actions shall he prosecuted. (Art, III, sec. 21, Cons, of 
Pa. of 1874. Construed in 124 Pa., 183.) 
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Actions for injury by negligence shall not abate by death of plaintiff. (Public 
I^ws, 669, sec. 18, 1851 . ) 

Such actions may be brought after death of party injure<l. (J^iblit; Laws, 669, 

In case of death such actions may be luaintametl by husband, widow, children, or 
parents. (Public Laws, 809, sec. 1 , 1 865. ) 

Such actions shall lie brought within one year after the death, and not thereafter. 
(Public Laws, 309, sec. 2, 1855.) 

When any jierson shall sustain personal injury or loss of life while lawfully 
engaged or employed on orakiutthe roads, works, depots, and premises of a railroad 
company, or in or about any train or <*iir therein or thereon, of which company 
such person is not an employee, the right of action and recovery in all such cases 
• against the company shall be such only as would exist if such jierson were an 
employee: Provided, That this section shall not apply to jiassengers. (Public Laws, 
.58, sec. 1.1868.) 

(This 18 a police regulation, and is constitutional. It forbids persons from under- 
taking a dangerous employment except at tlieir own risk. 76 Pa., 50t); 89 Pa,, 193; 
92 Pa., 82.) 

II. — CoUKT DKCISIONS. 


A railroad company is responsible for injuries suffered by one of its brakemen 
through a defect in the steps of a freight car while acting as one of a crew sent to a 
Hhi])])er’s yard to shift ears preparatory to their lieing taken into the comjiany’s 
trains. (^]lkins Pa. R. R. Co., 33 Atl. Rep. (Pa.), 74. Oct., 1895.) 

Wlmii a master entrusts to thesuia'rintenaent in charge of an excavation the mat- 
ter of notifying the employees of any latent danger, the foreman in charge of the 
gangs engaged in the work of excavation are not vice princijials in the absence of 
tlie superintendent, so as to render the em})loyer liable for their failure to notify the 
employee of such danger. 

When the only [lossiblo danger to an employee engaged in making an excavation 
is such as may arise during the jirogress of the work, the employer is not bound to 
stand by during the work to .see if a danger ari.se.s, it being sutficient if he provides 
against such dangers as may po.s.sibly arise and gives the workmen the means of 
firotecting themselves. (Durst i\ Carnegie Steel Co., 33 Atl. Itep. (Pa. ), 1102. Jan., 
1896.) 

Who is to be considered a repre.sentative of the employer and not a co workman 
is generally a (luestion of great difriciilty. The courts have so disagreed respecting 
the rule apjilicable in sucli ca.ses that the subject, as is said in Railroad Company v. 
Baugh (149 U. H,, 368), is in great confusion. To enter upon a general di.scu.s8ion of 
it here would be folly, A very thorough discussion may lie found in the case just 
cited. Where one is employed to superintend the entire busine.ss of the employer 
or a distinct department thereof, and given control over other employees working 
therein, he represents the employer; while one employed as a foreman to direct and 
manage the jierforniance of some part of the general business, even with authority 
over his coemployees w orking therein, is not such a representative, and the employer 
is con.sequently not responsible for his carele-ssiiess. (Coulson v. Leonard, 77 F(id. 
Rep., 538. Dec., 1896. A Pennsylvania case.) 

(The Baugh decision above cited al.so declared that the (piestion of the responsi- 
bility of a railroad corporation for injuries caused to or by its servants, where tln^re 
is no State statute on the subject, is one of general lawq upon which United States 
courts exercist' an independent judgment, and is not settled by decisions of the State 
court wherein the cause of action arose. ) 

Where one railway company runs trains on the track of another the .servants of 
either company are not co.servants of the servants of the other. (C, R. R. Co. v. 
Armstrong, 49 Pa. St. , 186. ) 

Servants of a contractor and tho.se of a subcontractor are not coservante. (Hunt 
r. Pa. R. R. Co., 51 Pa. St., 475; Hass v. Phila. and S. M. S. Co., 88 Pa. St., 269.) 

The obligation of the master does not extend Ixiyond the u.se of ordinary care and 
dili^nce. (Caldwell v. Brown, 53 Pa. St., 453. ) 

Where the injured servant remained in the master’s employment with knowledge 
of his coservant’s incompetency he can nut recover for injuries resulting therefrom 
unless he shows that he had reason to believe he would be dischar^ or placed 
where his negligence would not injure complainant. (Frazier v. Pa. B. K. Co., 38 Pa. 
ot. , 104. ) 

If the officers of a railway company have made careful inquiry into the habits and 
competency of the employees, and upon such inquiry believe them sober, comi)e- 
tent, and careful, the company is not liable for injuries resulting from the n^ligence 
of a coemployee. (O’Donnell r. Allegheny Val. R. R. Co., 69 1'a. St., 239, ) 
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The measure of damages for negligence is the same against artificial as against 
natural persons. (P. A. and M. R. K. Co. v. Donahue, 70 Pa. St., 1 19. ) 

Where exemplary damages are n{»t warranted l)y the gross negligence of the 
defendant they must l)e stnctly com{)enHatory; hut this may include compensation 
for pain and suffering, loss of time, expense of medical attendance, and such dam- 
ages as the plaintiff will i>robably sustain in the future. (P. A. and M. R. R. Co. r. 
Donahue, 70 Pa. St., 119; Pa. R. R. Co. Brooks, 57 Pa. St., 339. ) 

The scope of the duties of an employee is to lx; defined by what he was employed 
to do and what he actually did, rather than by the verbal designation of his position. 
(Rumwell v. Dilworth, 111 Pa., 343.) 

To constitute fellow-servants it is sufficient if the employees are in the service of 
the same master, (;rigaged in the same common w'ork, and i)erforming services for 
the same general purpose. (Tjcwis r. Seifert., 1 10 Pa., 028. ) 

Fellow-sen'ants need not be engaged in the same particular work. It is sufficient 
if they are engaged in the same common work, although some may be inferior in 
grade and subject to the control of superior.'^. (N. Y. L. E. and W. R. Co. v. Bell, 112 
Pu.,4()0.) 

It is only when the master or superior jdaces the entire cluirg(; of his business, or 
a distinct branch of it, in the hands of an agent or subordinate and exercises no dis- 
cretion or oversight of his own that the master is liable for the negligence of such 
agent or subordinate. (N. Y. L. E. and W, R. (V). r. Bell, 112 Pa. , 400; Lancaster Ave. 
Imp. Co. V. Rhoads, 116 Pa. , 377. ) 

A master is not responsible for injury to an employee through negligence of a 
mining boss, a fellow-servant. (Reese v. Bid<lle, 1 12 Pa*, 72. ) 

A nuning boss under the Pennsylvania acts of 1870, of 1877, and 1885 is a fellow- 
servant with the miners, and his emi)loyers are not liable to miners injured fA)!)) an 
explosion of fire damp caused by his negligen('(‘. (Linc(»ski r. Su.scj. Coal ('<»., 157 Pa. 
St.. 153; Redstove Coxe Co. r. Roby, 115 Pa., 364; Wad<lell r. Sinujson, 112 l^i., 567; 
Ixuiigh Val. Coal (b. e. Jones, 86 Pa., 432; Del. ami H. C. Co. c. Carroll, 89 Pa., 374. ) 

I A train dispatcher is not a fellow-servant with an engineer. (lA;wis v. Seifert, 116 
Pa., 628.) 

Where a master delegates duties which the law imposes on him to an agent, the 
agent, whatever his rank, in performing that duty acts as the master, and the master 
is liable for injuries caused bv his negligence. (Mullan r. Phila. and S. M. SS. (^o., 
78 Pa., 32.) 

An act by the superintendent of a branch of work is, as to a su))ordinate emjdoyee, 
the act of the corporation, and not a fellow-servant. (Tissm' r. B. and C. R. R. Co., 
112 Pa., 91.) 

A station agent andabrakeman an* fellow-servants. (Derley c. Phila. and R. R. R. 
Co., 3 Cert. Rep. (Pa.), 112.) 

One who is engagcnl in the service of a common mast('r and in a common employ- 
ment can not recover s^ainst the ma.'^ter for the negligence of a fellow-servant, 
whether he is paid for his service or not. ( WLschaun c. Rickards, 10 L. R. A. (Pa. ), 
97.) 

Notwithstanding the general rule that the master is bound to use due care to fur- 
nish safe and sound materials and machinery, yet the servant assumes the risk of 
obvious defects in things which ho voluntarily uses. (Shaffer v. Haste, 110 Pa. St., 
575; Davis e. B. and 0. R. R. Co., 152 Pa. St., 314; Moore v. Pa. R. R. Co., 167 Pa. St., 
495.) 

If the master gives the employee positive orders to go on with the work under 
jx;rilous eireuinstances, the employee may recover for an injury thus incurred if the 
work was not obviously so dangerous that no man of ordinary j)rudence would have 
olx;yed. (PatWrson v. Pittsburg and R. Co., 76 Pa. St., 389; Ix;e v. Woolsey, 109 Pa. 
St., 124; Kehlerr. Schw'enk, 151 Pa. St., 519.) 

A master is liable to his servants as much as to anyone else for his own negligence. 
(Johnson V. Bniner, 61 Pa. St., 58.) 

It is not necessary that the master have actual knowled^ of the defect, but it is 
sufficient to show that he could have discovered the defect by the exercise of reason- 
able care and diligence. (Bennett v. Standard Glass Cx)., 158 Pa. St., 120. ) 

A servant who was formerly employed by the same master is, with respect to his 
negligence while so employed, to be considered the fellow-servant of another who, 
being subse^ently engaged, is injured by the after effects of such negligence, if they 
would have been considered fellow-servants had they forever remained in the same 
service. (Haley v. Keim, 151 Pa. St., 117.) 

A mail agent and a railroad employee are not fellow-servants. (Penn. R. Co. v. 
Price, 96 Pa. St., 256.) 

The chief manager of any separate department of a business is not a fellow-serv- 
ant of those who are under his absolute orders, with respect to those orders, and 
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for hifl negligence in giving such orders, the master is responsible to a servant injured 
in consequence of his obedience. (Frazier v. Penn. R. Co., 38 Pa. St, 104; Patterson 
V. Pittsb., etc., R. Co., 76 Pa. St, 389; Mullan v, Phila.S.S. Co., 78 Pa. St, 25; but 
for contra see Ryan v. Cumberland V. R. Co., 23 Pa. St, 384.) 

The British rule, as settled in Wilson v. Merry, that the common master is not 
responsible to any of his servants for the negligence of any other, even though the 
negligent servant is in supreme and exclusive control over the entire businei^, has 
))een condemned in every American court (Sherman & Redfield on Negligence, 
secs. 227-229.) , . , 

A servant is not a vice-principal who is not in charge of an entire department 
(Faber v. ("arlisle Mfg. Co., 126 Pa. St, 387; Kinney v. Corbin, 132 Pa. St, 341; 
N. Y. L. E. and W. R. Co. v. Bell, 112 Pa. St, 400; McGinley v. Levering, 152 Pa. St., 
366.) 

Laborers employed upon a railroad track and the conductor or other employees of 
a moving train arc fellow-servants. (Ryan v. Curnb. V. R. Co., 23 Pa. St., 384.) 

A servant who accepts reduced wages in consideration of being allowed to travel 
upon the road to and Irom his work, is not in service while thus traveling. (^O’Don- 
nell r. Allegheny V. R. Co., 59 Pa. St, 239. “Not sound law,” says the N. Y. State 
court of appeals in Vick v. N. Y. C. and H. R. R. R. Co., 95 N. Y., 267.) 

Actions for injuries from alleged negligence, not founrled upon contract or under- 
taking for safety, as a common carrier, must be supported by affirmative proof of the 
fact of negligence. (Allen v. Willard, 57 IV, 374.) 

A person is under a legal duty to stop, look, and listen for approaching trains, and 
if lu' d(jes not do this he is guilty of contributory negligence. (Dean v, R. K. Co., 
129 Pa„ 514.) 

I will not take the time to discuss these decisions, but there are a few of them 
that I wish to call your attention to. 

In Frazier r. Pennsylvania Railroad Company you will see an injured servant who 
remains in the nnvster’s employment with a knowledge of his coservant’s incomjje- 
tency can not recover for injuries resulting therefrom unless he shows that he had 
reason to believe he would be discharged or placed where his negligence would not 
injure' coni{)lainant. Such a decision as this is extremely unjust, and when applied 
to the workings of a modern railroad seems nothing less than preposterous. 

I have given you out' example to show the inju.stice of such a rule, but I will try 
to ex])lain to you a little further how impracticable it would be to carry out the 
latter ])art of this decision, Under the latter part of this decision the injured one 
can not recover unless he had reason to believe the negligent servant would be placed 
w herehis negligence would notinjurecomplainant. Let us follow this, now, and see how 
it would work. Supposing a railroad company has an incompetent engineer in its serv- 
ice. A trainman is aware of this. He makes a complaint. Thecompanysays, “Well, 
we will not allow that man to run an engine. We will reduce him to the position of 
lireman.” But is it not a fact that if this man is negligent his negligence while act- 
ing as tireman is liable to cau,se injury to the tminman? Or, if he is reduced hj the 
position of brakeman and through his negligence he leaves a switch open and causes 
a wreck in, which the trainman is injured, would not this decision debar the train- 
man from recovering damages be<*au.se he knew this man was negligent when he was 
an engineer? Ix^t us go a little further than this. Wo will say the company 
removes this eiigin(*er entirely from train or engine service and places him in charge 
of a nijlroad (grossing. If, through his negligence there is a collision of trains at this 
crossing which causes injury to the trainman, would not the trainman be debarred 
from recovery liecause he knew that this man was still in the service and was of a 
negligent nature? I will draw one more example whicli is within the range of 
probability. This engineer might lie put to work upon the track as a section hand. 
Ordinarily, in such a position it might Ixi thought that his negligence would not 
cause injury to the trainman; but, supposing this man is detailed liy his foreman to 
look over some part of the track to see whether or not it is in safe condition and he 
neglec's some part of this work, w'hich wrecks a train and causes injury to the train- 
man, if this trainman goes into the courts and sues for damages, would not the judge 
w'ho b^yes his opinions'on precedent rather than circumstances and iustice look up 
this opinion and follow it and rule that lie could not recover because he remained in 
the company’s service after knowing that this man was negligent, even though he 
was then employed in an entirely different department? 

In Lewis v. Seifert, employees who work for the same maater and perform services 
for the same general purpose are considered fellow-servants. This rule means, when 
applied to railroads, that if a trainman is injured in Philadelphia through the negli- 
gence of a telegraph operator in Harrisburg, whom he does not know and has never 
seen, he can not recover for that injury. 
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According to the prindple laid down in New York, Lake Erie and Western Rail- 
way Company v. Bell, railroad companies are not liable for injury caunc'd by the neg- 
ligence of foremen, overseers, and other directors in charge of various classes of 
work. When applied to train or yardmen it would mean that a fireman could not 
recover for injury caused by the negligence of an engineer, although he is under the 
direction of the engineer; and that a brakcman could not recover for an injury 
caused by the negligence of a conductor, although the rules of the company make 
the conductor his superior. 

According to the decision in Haley r. Keim, people are fellow-servants even if thev 
are not working for the nnister at the same period. 

When we consider that one of the priticipal reasons, as given in the early deci- 
sions, for making employees bear the burden of the negligence of their fellow-servants 
rather than the master, was because they were working together and were therefore 
better able to protect themscdves from mjury through each others’ negligence than 
was their master able to protect them, this ruling certainly appears both inconsist- 
ent and unjust. It further shows how far the judicial mind will wander in order 
to put the burden upon the poor injured employee if there is no statutory law to 
check it. As broad as the common law is, I think it has been stretched when a 
court will decide — as it has in this cast — that employees who are not working for 
the master at the same time are fellow-servants. 


mon law is in very indeiinite shape; and the law on the subject is what is commonly 
denominated “ judge-made law,” and is taken from a great mass of judicial decisions 
m England and the United States, from the year IH.'U until the present time. The 
nriuciples adopted and the circumstances in each case differ so widely that eminent 
lawyers confess that the matter is so confused and tin; results are so uncertain that it 
would be far better to have the question covered by statutory law. Ami eminent 
legal authority has ventured so far as to say that the common law on this subject lias 
come to be a mass of legal subtleties more fruitful of controversy and litigation than 
justice, and that the growth of the law is in tlio direction of still greater eomplexity. 

So much complication and trouble had arisen in the State of New Jersey over the 
common-law practices on tliis question that the department of labor statistics of that 
Statoynga^d Mr. Frank Rurgen, one of the most eminent lawyers of that State to 
look into the matter and make a report. AftcT an examination, this attorney mmle 
a report in which appears the following: 

“ * * * The present law on the subject is exclusively judge-made, and has come 
to bo a mass of legal 8ubtletie.s luorc fruitful of controversy and litigation than jus- 
tice. ^ * * Kindred conditions afford a very fruitful iield for controversy and 
litigation, and the decision in an action for damages often turns not on the merits of 
the case, but according to the ability and industry displayed l)y one party or the 
other in collecting and presenting the evidence so as to get tlu; benefit of the law as 
stated m some^ leading case or recent decision. * * * The growth of the \m on 
this subject is in the direction of still greater complexity, and the enlightened spirit 
of our bine demands reform. * * * Workingmen themselves have organized 
mutual benefit associations to obtain conipensation for injuries which is denied to 
them either by the language or processes of law.” (Report of Bureau of Labor Sta- 
tistics of New Jersey for 1898, pp. 30:3-308.) 

If one of the responsibilities of a railroad corporation is to care for and protect the 
lives and limbs of its patrons, 1 can see no just reason why this responsibility should 
not be extended to its employees, especially when the employees are in no better 
position to protect themselves and guard against the negligence of coemplovo^s. 

During the last few years the railroads have adopted very stringent rules in regard 
to Mic employment of men, by which ajqtlicants for employment must not l)e over a 
certain age, generally 30 or 35, and must stand a rigid physical examination, and are 
rcmsejl employment on account of the loss of a small portion of a hand or foot 
inns It will be seen that these companies will have nothing but the young and best 
Dlooa and those who are without physical blemish; and, since they draw from the 
Dest of Amenc^ m^hewd, the obligation upon them is greater when they cripple 
ana maim. When they injure men and render them imfit for duty they should be 
re^nsible to them for sucli injury. 

lam in favor of Congre&s passing a simple statute giving to the employees of inter- 
^te railroads the same right to recover for injury as is enjoyed by the public or 
those who are not employees; and the State legislatures should pass similar laws 
- fir™ interstate trafiic. This would place the employees 

She Uw plane, which would be simple justice and equality before 


Imdequaie or defective app/mnees.— Some railroad companies, in order to keep down 
expenses, allow their appliances on cars and engines to bwome defective from wear 
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and lack of repair. Very often, too, cars and engines are kept in the service in a 
defective condftion because the companies are snort of rolling stock and motive 
power and they do not like to take this rolling stock out of the service long enough 
to make the necessary repairs. Especially is this so when tlie traffic is heavy. 
This negligent practice is not confined to old, worn-out cars, the use of which might 
be prompted by a desire to get all the service out of them possible Ixifore it Ijecame 
necessary to remove them from the service entirely, but even the new safety appli- 
ances put on new cars in recent years are allowed to become defective; so much so 
that men are required to go between cars to couple and iincounle them, one of the 
tilings which the safety-appliance law was especially designed to do away with. 
The Interstate Commerce (^immission detailed a man to go over the comitry and 
inspect these appliances, and he found that the condition of the cars which had been 
reported as equipped with safety devices was very defective; so much so, as the 
commission puts it, “as to reflect discreflitably upon the roads.” (See Thirteenth 
Annual Report of the Interstate Commerce Commission, p. 62. ) 

The safety-appliance law passed by Congress and approved March 2, 1893, does 
not provide for automatic couplers and grab irons on engines. Neither does it 
require that drawbars on engines shall bo the same height as those on cars. I can 
think of no reason why such requirements were left out of the law, as they arc very 
important. I think, however, that these provisions were overlooked by those who 
framed the law. It is true that roads which are now buying or building engines are 
putting automatic couplers on the rear ends of them, but many of them are not 
naving them put on the front ends. This would not matter so much if trainmen 
were not reiiuired to couple cars to the front ends of engines, but on a great many 
roads freight crews are required to turn at points where mere are no turntables nor 
Y’s to turn their ('iigines on, and they are required to go along backward and do 
their shifting and picking up of cars by coupling them to the front ends of their 
engines. 

I know of one company which ha.s puri'hased practically all of its freight engines 
since the safety ajiphance law was passed, but not one of them had an automatic 
coupler on the front end when they were delivered to tlie company new from the 
locomotive works. Then, too, tiiere are a great many engines used which have not 
even got patent couplers on their rear ends. 1 have known cases where such engines 
were wrecked and had these old couplers broken, and the whole rear ends of their 
tanks demolished, making it necessary to put in new end sills and new couplings, 
but when they were turned out of the shops aftcT being rebui't, they would have 
the old-style link-and-pin couplers on them. 

When we consider that most of the coupling that is to be done is done with the 
engine, it is very important that they should have all of these safety appliances on 
them. 

One other source of danger, and one which has caused many a poor fellow to lose 
his life, is the failure of railroad companies to keep their frogs, switches, and guard 
rails f)roperly blocked so as to prevent tmin men from getting their feet caught therein. 

Then, too, many train men are killed and injured I)y being struck with overhead 
stnictures, which could just as well be built high enough to clear a man on the top 
of a box car if there was a disposition to do so. The. same danger arises from side 
structures which are built too close to the track, and many a man has been killed or 
injured when climbing on the side of a car by being struck with such an obstruction 
and being knocked on or knocked under the wheels. I want to particularly call the 
commission’s attention to these overhead and side structures, ])ecause there seems to 
be a great desire among railroad companiesand municipalities to do away with grailo 
crossings, and in some cities they have already started with this reform, and I think 
that in making their plans the train men’s safety should ]xi given consideration. I 
think the overhead structures should be high enough to clear a man on the top of 
a car end the side structures should be a sufficient distance from the track to prevent 
injury to a man on the side of a car. 

I would recommend that the national safety appliance law be so amended as to 
reipiire railroad companies to equip their engines with automatic couplers and grab 
irons, and that the height of drawbars on engines should be the same as those on cars. 
And as this law only applies to common carriers engaged in interstate commerce, its 
provisions should be reenacted into State law by the State legislatures, the same as 
has been alr^dy done in some States. I would recommend national and State leg- 
islation requiring railroad companies to block, fill, or adjust all their frogs, switches, 
and guard rails so as to prevent the feet of employees from being caught therein. 
I would also recommend that all new structures, or old ones rebuilt, be placed at a 
sufficient distance from the tracks to clear trainmen on the tops and sides of cars. 

I believe that if railroad companies were reciuired to report to the Interstate Com- 
merce Commission the real causes of injury to employees, it would have a tendency 
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to reduce the number of accidents, for the reason that they would dislike very much 
to report accidents the causes of which would reflect on their management, and con- 
sequently extra precautions would be taken by them to prevent these injuries. 

I think, too, that great advantage is taken of the employees by the common law 
in regard to contributory negligence, and I think the law should be so amended as 
to not make contributory negligence a complete bar against recovery; but I think 
the jury should be allowtHl to say to what extent the employee was guilty of con- 
tributory negligence. For instance, if a niilroad company has in use defective appli- 
ances, because an ernploy<*e remained in its service after becoming acquainted with 
such defects is not to my mind a good reason why the company should not be liable. 
In such cases, as I understand it, the courts have held that if a defect is known to 
the employee and ho does not tell the employer of it, and he still remains in the 
service, he can not recover if he is injured through such defect. This rule might 
have had some justi(*e in it under former industrial conditions, but it is certainly 
unjust when applied to a modern railroatl. For instance, there may be some defect 
alwiit an engine; according to tlie rules it would be the duty of the engineer to report 
this (lefect and not the duty of tlie flreinan or brakeman; in fact, if either of them 
were to report it they might be told that it was not their business, that it was the 
business ot the engineer to report such things. 

The engineer reports the defect and the company does not remedy it, and the 
engine go(‘S out on another trij> in that condition and causes an injury to the fireman 
or brakeman. Would it be right that they be barred from reco\'ery just because 
they did not have an understanding it h some one in authority that this defect 
would be remedied? I have here a copy of House bill 1086, introduced at this ses- 
sion by Representative Moon, which embo<lies this question, and, with a little mod- 
ification so as to make it apply to railroads, should la* enacted into law. It reads as 
follows: 


A BILL to rostriot the application of tho doctrine of contributory ncKligcnco &o »is to permit persona 
Kuilty of ncKllgencc which is not the proximate canacof an injury to persons or property to recover 
damages and to define the term “ nroxnnate cause” and the riglit of litJginil.s to have tlu' same 
determined by a jury, and tiie duties of Federal judges iii such eases 


Be it enacted htf the Senate and Jlonse of Bepremitatim of the Fnited States of A meriea 
in Omgrens assembled^ That if any pt'rson or persons have sustained^ injuries or dam- 
age ill person or property, and ff such injury or damage was })roximately prodiused 
hy the negligent act or condiu't of any person or jiersons, copartnership, comjtany, 
association, or corporation sigainst whom suit may be pending to recover damages 
for such injury, either by original writ or removal from State court or otherwise, in 
any of the courts of tho llnitetl States having jurisdiction of such eases, the fact that 
the plaintiflc or plaintiffs in sueli action may have been guilty of some negligence 
contributing to his, her, or their damage or injury shall not bar or defeat such plain- 
tiff’s or plaintiffs’ right to recover damage, and in all such cases the plaintiff or plain- 
tiffs may be entitled to recover actual conqxmsation for the injury sustained, but the 
amount of the recovery of damages for iniuries sustained under such cireumstanees 
shall by the jury be mitigated or diminished in proportion to the contrilnition of 
negligence by the plaintiff or plaintiffs suing, unless the plaintiff or jduintiffs were 
as much at fault and equally to blame with the defendant or defendants, and in that 
event the plaintiff shall not be entitleil to re<‘over anything. 

Sec. 2. That the term “proximate cause,” usetl in the first section of this act, 
within the meaning of the same, shall be definetl as the direct or immediate cause of 
the injury, or that cause which directly or imme<Uutely brought into operation the 
agency or a^ncies which di<i produce the injury complained of. 

Se('. 3. That it shall be the duty of Federal judges on the trial of such cases, after 
declaring the law applicable, to leave to the jury as a question of fact the determina- 
tion of the a<‘t of negligence proximately nroducing the injury or damage, and shall 
not direct them as to such finding. Btit this shall not be construed as depriving the 
court of the right to set asi<le the verdict and grant a new trial if the finding of the 
jury under the law and evidence should not meet tho aimroval of the court. 

Aid and benefit features of employees’ nssoemtiom . — The five organizations of railroad 
employees have insurance and benefit departments, through which the members are 
paid various sums for sickness and total disability, and in cases of death their depend- 
ents are paid the same amount as would be paid the member for disability. The 
diaibility and death policies are paid through the national organizations, and the sick 
benefits are paid by the local lodges or divisions. The amounts paid for disability 
or death ran^ from $400 to $5,000, it generally lieing optional with the member what 
amount he shall carry. The weekly benefits mid by snoordinate lodges and divisions 
range from $3 to $16. The total amount paid out by these organizations in disability 
and death claims to January 1, 1900, amounted to $23,072,563,36. The exact amount 
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paid in weekly benefits I can not give you, but I am safe in saying it amounts to 
several millions of dollars. , , , 

These associations are strictly mutual, and there is no speculation on the money 
paid in dues and assessments; and consei^uently the men get better rates than they 
do in the old-line insurance companies or in the “ relief deiiartinents " conducted by 

^^^ReMltfpartment^bi^ rm7roads.— Some roads conduct relief departments, which are 
kept up principally by deductions from the wages of the employees each month. 
These associations are in name “voluntary,” but in nature they are compulsory; 
that is tiieold employees who do not belong to them are coerced or intimidated into 
joining them, and new applicants for emplovment are not hired unless they agrees to 
Wonie members of these associations. The employees havt^ some voice in their 
management, and are allowed a minority representation on the advisory boards, but 
the railroad companies in organizing these associations ami making the laws to gov- 
ern them have shrewdly seen to it that the companies’ representation on the tniards 
is in the majority, and can at all times dictate and dominate the policy of the asso- 
ciation. They liave taken good care, too, to see to it that tlie law-making power of 
the a.'^sociat ions can never fall into the hands of the employees. As 1 have said, 
these associations are kept up mostly by monthly de<luction8 from the wages of the 
(employees, but the companies agree to make good any defnaem-y in the fund. As a 
condition of receiving lienetits, an einjdoyeeinust release the c<unpany from respnsi- 
liiiity for injury, liecause it agrees to make good any deficiency in this fund. As the 
figures of those who have investigated show that the amount jiaid in by the employees 
is suflicii'iit to fully cover tlie cost of carrying their risk.«, and that the amount paid 
into such fund liy the company is only between one-fifth and one-sixth of the total 
amount jiaid in,*it is considered that it is taking a very unfair advant^e of the 
employee's to require them to release the comiiany from responsibility for injury. 

(For insurance rates, see l.ocomotivc Engineers’ Journal for 8eptemlH.w, 189(1, pp. 
784-789; for figures in regard to the amount contributeil by railroad companies to 
relief funds, see evidence of J. K. Cowenin hearings before the Industrial (commission 
on transportation, ]). 1500.) 

Th(' etfi'ct of thes(‘ associations on the relations Ixdw'een employer and employee 
is anything hut pleasant. The employees have had their eyes opened in regard to 
these associations. They see that through the intricate workings of these relief 
di'partments tlu'v are being financially robbed and deprived of their legal rights in 
the courts, and they denounce them bitterly. 

The primary motiviis of railroad companies in operating these departments are 
avaricious ratner than benevolent. First, because they reipiire an employee to 
release them from responsibility for injury, and, second, laxause meinbership in the 
relief department keeps employees outof lalxir organizations on accountof their being 
unable to pay the dues in both. In this way the employees are deprived of the great 
lienefit of lalior organizations and the company’s hands are therefore more fn'O to 
im j)ose unfavorable conditions upon its men, and through this means they will l>ecome 
gradually liound up so that the company can do as it pleases with them. If thwe 
relief departments did not serve the juirposes of releasing the company from respon- 
sibility for injury and alienating the interest of employees from labor organizations, 
there would not lie many of them in existence. 

1 have not had the time and means at my command to make as thorough an inves- 
tigation of these departments as I would like to have done, but I have been able to 
gather enough evidence together to substantiate the charge that they are founded on 
iniquity and governed by laws that are in direct conflict with the spirit of American 
institutions, and are foisted upon the employees in defiance of the laws of our country. 
So numerous are the flagrant abuses practiced by railroad companies through these 
relief departnumts iiiion their employees that I will not attempt to cover them all, 
but will try to point out to you those that have appeared to me to lx? the most unjust 
nd open to criticism. 

I wish first to call your attention to the blank applications for memlx?r8hip pre- 
scribed by three railroads which oixjrate these associations: 

llALTIMORK AND OHIO RAILROAD COMPANY — RBLIKF DEPARTMENT 
Application for full membership in the relief feature. 

To the ^Superintendent of the Relief Department: 

I, ; , of , in the county of and State of , desiring to 

be employed in the service of the Baltimore and Ohio Bailroad Oompany as in 

the department, division, do hereby, as one of the conditions of such 
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em])\o^ent^ apply for membership in the relief feature, and consent and agree to 
by av\ the Tegnlations of the relief department now in force and by any 
other regulations of said department hereafter adopted applicable to the relief fea- 
ture; for which regulations now in force referenc!C is hereby had to any copy of the 
last edition of the book of regulations of said department issued by the superin- 
tendent. 

I also agree that the said company, by its proper agents, and in the manner pro- 
vided in said reflations, shall apply monthly in advance from the first wages earned 

by me under said employment Jii each calendar month, sums at the rate of 

]>er month as a contribution to the relief feature of said department, for the purpose 

of securing the benefits provided by said rcguhitions for a member of class to 

myself, or in the event of my death to , or to whomever I may hereafter, 

from time to time, designate in writing by way of siihstitiifion, with the written con- 
sent of the sai)erintendent; or if no such beneficiary l>e then living, to my next of 
kin (as determined by the laws of the State of Maryland), in accordance with regu- 
lation No. 18, subject to all the })rovisions and requirements (fi said regulations. 

I expressly stipulab' that inv marriage shall ipso facto have the effect to substitute 
my wife in the place and stead of the beneficiary named above to receive said bene- 
fits, in the event of my death, if she be then living. 

I further agree that this ai)plication when accepted by the superintendent shall 
constitute a contract between myself and the said company as a condition of my 
employment by the company, governed in its construction and effect by the laws of 
the State of Maryland, and as such lie an irrevocable power and authority to saicl 
company to appropriates the above amounts from my wages and apply the same as 
aforesaid, and shall constitute an appropriation and assignment in advanee to the 

said company in trust for the purpose of the relief filature, of such portion of 

my wages, which assignment shall liave preeiedenee ov(‘r any otlier assignment by 
mo of my wages or of any claim upon theuii on account of liabilities incurred by me. 

I further agree that in oonsideratioii of the contributions of said eom])any to the 
relief department and of the guaranty by it of the payment of the licnefits aforesaid, 
the acceptance of Ixmefits from such relief feature for the injury or death shall oper- 
ate as a release of all elaims against said company or any company owning or operating 
its branches or divisions or any company over whose railroad, right of way, or jiroj? 
erty the said Baltimore and Ohio Kailroad Company or any company owning or 
operating its branches or divisions shall have the right to run or operate its engines 
or cars or send its employees in the performance of their duty, for damages by reason 
of such injury or death which could he made by or throughdne; and that the super- 
intendent may require, as a condition precedent to the payment of such benefits, that 
all acts by him deemed appropriate or necessary to etfeet the full release and dis- 
charge of the said companies from all such claims Ik; done by those who might bring 
suit for damages by reason of such injury or death; and also that the bringing of 
such a suit by me^ my beneficiary or legal representative, or for the use of my bene- 
ficiary alone or with others, or the payment by any of the companies aforesaid of 
damages for such injury or death recovered in any suit or determined by a compro- 
mise or any costs incurred therein, sliall operate as a release in full to the relief 
department of all claims by reason of membership tlierein. 

1 also agree for myself and those claiming through me to l->e specially bound by 
regulation No. 11, providing for the final and conclusive settlement of alldispqtes by 
reference to the superintendent of the relief department and an appeal from his 
decision to the committee on tlie relief department. 

I understand and agree that this application when accepted by the superintendent 
shall constitute a contract between me and the said company, by which my rights as 
a member of the relief feature and as an employee of said company shall be deter- 
mined as to all matters within its scope; that each of tlie statements herein con- 
tained and each of my answers to the questions asked by the medical examiner and 
hereto annexed shall constitute a warranty by me, the truth whereof shall l)e a con- 
dition of payment of the benefits aforesaid. 

I hereby certify that I am years of am correct and temperate in my 

habits, and Imve no injury or disease, constitutional or other, which will tend to 
shorten my life; am now in good health, and able to earn a livelihood. 

In witness whereof I have signed these presents at , in the State of 

this day of , 18—. 

Witness: . 

The foregoing application is accepted at the office of the superintendent of the 
relief department, in Baltimore City, Md., this day of , 18—. 

SuperinleTident of the Relief Department. 
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PENNSYLVANIA RAILROAD COMPANY— RELIEF DEPARTMENT. 

Ayplicalion for membership in the relief fund. 

To the Superintendent of the Relief Department: 

I, , of , in the county of and State of , employed 

in the service of the Pennsylvania Railroad Company, as upon the 

department, do hereby, by reason of such employment, apply for member- 

ship ill the relief fund, and consent and agree to be bound by the regulations of the 
relief department of the said company as contained in the book of said regulations, 
ap})r<)ved by the board of directors, which 1 have read or have haii read to me, and 
by any other regulations of the said department hereafter adopted, and by the pro- 
visions of any agreement or agrecmients made by the said company with any other 
corporation or corporations associating in administration of their respective relief 
dejiartraents, in accordance with said took of regulations. 

I also agree that the said company, by its proper agents, and in the manner pro- 
vided in said regulations, shall apply as a voluntary contribution from any wages 
earned by me under said employment, or from lamefits that may hereafter bec^e 

payable to me, at tlie rate of per inontlr, for the purpose of securing the benefits 

provided for in the regulations for a member of the relief fund of the class, and 

ad<litional death benefit, ecpial to (he death tonefit of the first class. Unless 

I shall otherwise designate in writing, with the approval of the superintendent of the 

r(‘li(*f department, death benefit shall be payable to (here designate 

the beneficiary or beneficiaries). 

And if any person now or hereafter designated by me to receive the death tonefit 
shall not Iw living or shall be incapacitated for executing the requisite receipt and 
n h ase, or if there shall bc' no such jwrson, the death tomefit shall he payable as pro- 
\ided in the regulations of the relief department for such event. And 'l agree that 
the acccptanc(5 of benefits from the said relief fund for injury or death shall operate 
as a r(*l(*asi‘ of all claims for damages against said company arising from such injury 
or death which could be made by or through me, and that I or my legal representa- 
ti^'eH will ex('cute such further instrument as may be neceasary formally to evidence 
Mich ac(iuittance. 

I also agree that this application, when approved bv the superintendent of the 
relief department, shall make me a member of the relief fund on and from the date 
upon which, by the provisions of tlu' regulations and the terms of this application, 
it takes effect, and shall constitute a contract totwi^en myself and the said company, 
and that the terms of tliis ajiplication and the regulations of said department shall, 
during inv menito*rshi]), lie a part of the conditions of my employment by the com- 
pany, and that the same sDall not 1 m* avoideil by any change in the character of my 
service, or locality where rendered w hile in such employment, nor by any change in 
the amounts applicable from my wages to the relief fund which I may hereafter con- 
sent to, and that the agreement that the above-named amounts shall beajipropriated 
from my wages shall apply also to any other amounts arising from (shanges made as 
aforesaid, and shall constitute an appropriation and assignment in aclvance to the 
said company, in tnist, for the purposes (d the relief fund, of such portions of my 
W'ages, which assignment shall have precedence over any other assignment by me of 
my wages, or of any claim upon them on account of liabilities incurred by me. 

1 also agree, for myself and those claiming through me, to be especially bound by 
regulation numlx*red 65, providing for final and (M>nclu.sive settlement of all disputes 
oy reference to the superintendent of the relief department and an apiical from his 
decision to the advisory committee. 

I certify that 1 am correct and temperate in my habits; that so far as 1 am aware 
i have no injury or disease, constitutional or otherwise, w'hjch will tend to shorten 
my life, and am now in good health and able to earn a livelihocxl. 

1 also agree that any untrue or fraudulent statement made by me to the medical 
exammer, or any concealment of facte in this application, or resignation from the 
1 company, or my being relieved from employment and pay therein 

at the pleasure of the company or ite proper officers, shall forfeit my membership in 
the aforesaid relief fund and all benefits, rights, or eiputies arising therefrom, except- 
ing that my leaving the service shall not (in the absence of any of the other forego- 
ing causes of forfeiture) deprive me of any benefits to the payment of which I shall 
have previously become entitleii by reason of accident or sickness occurring while in 
the service. 

This application to take effect the day of , A. I). , if I shall to on 

duty on that date; otherwise u[)on the date of my going on duty thereafter. 
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In witness whereof I have signed these presents at , in the county of 

State of , this day of , A. D. . 

Witness: (Signature) 


The foregoing application is approved at the office of the superintendent of the 

relief department, at , in the county of , State of , this dav 

of , A. D. . 

(Signature) , 

Superintendent of the Relief Departynent. 


Applu'Mioyi for )nemhernhip in tiu' Philadelphin ami Remiimj Relief Association. 


To tiu' Superintendent of the Philadelphia and Reading Relief Association: 

1, , of , in the county of , and State of , employed, 

or about to Ixi employed, in the service of the Company as the 

do hereby, by reason of such employment, apply for menil)ership in the Philjidelphia 
and Reading Relief Association, and consent and agree to be bound by the regula- 
tions of said association, as contained in the book of said regulations, approved 
by the advisory committee, which T have read or have ba<l read to me, and by any 
other regulations of the said association which may l)e hereafter adopted. 

I also agree that the said company, my employer, or any other cotnpany whose 
employees may Ix'come meml)ers of the sjiid association, and which may hereafter 
employ me, shall, by its or their proper agents, and in the manner provided in said 
regulations, apply as a voluntary contribution from any wages earned by me under 
such employment, or from benefits that may hereafter become jiayable to me, at the 

rate of (I ) per month, for the jmrpose of securing the l)eiiefits oroviiled 

for in the regulations for a member of the said association of the class, and 

additional death benefit eijual to the death lienefit of tin? first class. Unless 

I shall otherwise ilesignate in writing, with the approval of the superintendent of 
the relief association, death Ixmelit shall be payable to . ^lere desig- 

nate the l>eneticiary or beneficiaries.] 

And if any person now or hereafter designated by me to receive the death benefit 
shall not lie living at the time of my death, or shall be incapacitated for executing 
the requisite receipt and ndease, or if there shall be no such person, the death benefit 
shall be payable as provi<led in the regulations of the association for such event. 
Any funeral or other expenses incident to ihy death which shall have been paid bv 
the superintendent of the relit‘f as.sociation in accordance with the regulations, shall 
Ih.‘ held to be in jiart payment of the said death benefit, and the amount so paid shall 
be deducted from the total amount of said death benefit before' payment to the per- 
son or pei'sons entitled to receive the same. And, in consideration of the contribu- 
tion to be made to the relief fund of the said association by the Philadelphia and 
Reading Railroad Cknnpany, and its successors, and of the agreement of the several 
associated companies in respect of any deficit in the relief fund for benefits to their 
respective employees, 1 hereby agree that the acceptance of benefits from the said 
relief fund, or from said association, for injury or death, shall operate as a release of 
all claims for damages against said company, my employer, and against any of said 
associated companies by which I may hereafter be employed, arising from such 
injury or death, wdiicli could lie made by or through me, and that I or my legal 
rejiresentative will execute or, where necessary, procure to be execuUMl, sucli further 
instrument as may lie necessary formally to evidence such ai'ipiittance. 

I also agree that this application, when approved by the superintendent of said 
association, shall make me a member of said association on and from the date ujion 
which, by the provisions of the regulations of said association and the terms of this 
applii«tion, it takes effect, and shall constitute a contract between myself and sard 
company, my employer, ami such of the associated companies by which I may ^ 
hereafter employed, and that the terms of this application and the regulations of 
said association shall, during my membership, be a part of the conditions of my 
employment by said companies, or any of them, ana that the same shall not be 
avoid w by any change in the character of my service, or locality where rendered, 
while in such employment, nor by any change in the amounts applicable from my 
wages to the relief fund which I may hereafter consent to, and tnat tlie agreement 
that the above-named amounts shaU be appropriated from my wages shall apply 
also to any other amounts arising from changes made as aforesaid, and shall con&ute 
an appropriation and assignment in advance, to the said company or companies, my 
employers, in tnist, for the purposes of said association, of suim portion of my wages, 
which assignment shall have precedence over any other assignment by me of my 
wages or of any claim upon them on account of liabilities incurred by me. 
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I also agree for myself and those claiming through me to be especially bound by 
the rcgulSions providing for final and conclusive settlement of all disputes by refer- 
ence to the superintendent of said association and an appeal from his decision to the 
advisory committee. 

I certify that I am correct and temperate in my habits; that, so far as I am aware, 
I have no injiuy or disease, constitutional or otherwise, which will tend to shorten 
my life, and am now in good health and able to earn a livelihood, 

I do hereby hirther achnowledgCj consent, and agi-ee that any untrue or fraudulent 
statements made by me to the medical examiner, or any concealment of facts in this 
aj)plication, or my resignation from the service of said company, my employer, or 
from any (d tlie associated companies, or my being relieved from employment and 
pay therein at tlie pleasure of tne said companies, or any of them, or their proper 
oflicers, shall, except as otherwise provided in the regulations, forfeit my member- 
ship in the sai(l association, and all Ixmefits, rights, and equities arising therefrom, 
excepting that my leaving the service shah not (in the absence of any of the other 
foregoing causes of forfeiture) deprive me of any benefits to the payment of which I 
shall have previously become entitled by reason of accident or sickness occurring 
while in the service. 

This application shall take effect on the day of , A. D. , if on that 

date I shall be on duty in the .servici' of the said company; otherwise upon the date 
(if my going on duty in such service, and am not at the time suffering from injury or 
di.'jcase. 

In ^\itnesH whereof I have signed these presents at , in the county of , 

Stat(‘ of , this day of , A. D. . 

Siij nature of applicant. 

Witness: . 


Witm^ss: 


Signature of parent, guardian, or husband. 


to signature of parent, etc. 


The foregoing application is approved at the ofli(*e of the superintendent of the 

rhiladelphia and Reading Relief Association at Philadelphia, l^i., this day of 

, A. I), . 


Superintendent of the Philadelphia and Reading Relief Association. 

It is claiimvl by .some of the defendei’s of the.se departments that membership in 
thi'in is “strictly voluntary.” This alignment is denied by the employees and others 
who hav<‘ im estigated the subject, and so convincing are the facts to the contrary 
that the argument is not taken seriously by those who have become acipiainteil with 
the in.^ide workings; but fearing the same old argument might be presented to tliis 
commission J will point out a few of the facts w'hich to my mind clearly prove the 
fallacy of the cejntention. In a table which 1 will submit later I will snow that a 
large majority of the employees who have spoken on the matter say that it is neces- 
sary to join the relief departments to secure employment, or that tinware intimidated 
or coerced into joining them after securing employment. Prof. E. R. Johnson, of 
the Vniversity of Pennsylvania, w ho made an investigation of these departments, in 
his evidence before this commiasion said: 

* , r *. prominent ofhcial of an important railway corporation told me in a 
confidential conversation that he did not care whether the membership in relief asso- 
ciation was compulsory or not. At that time his railway made rneinDership in his 
^ociation compulsory; but he stated that he did not care whether it was compulsory 
to join the as.s(jciation or not, for the reason tliat the indirect jiressure that the cor- 
poration could bring to bear would accomplish the same result.” 

After making this statement, he was asked this (pieHtion: “Did they force the 
employees?” To this question he answ'ered: “Yes.” (Hearings before the Indus- 
trial Commission on the subject of Transportation, p. 57. ) 

In the application for membership in the Baltimore and Ohio Relief Department, 
q'loted, the following appears: 

. — , of , in the county of and State of , desiring 

• oyed in the service of the Baltimore and Ohio Railroad Company as 

in tlM; department, division, do hereby, as one of the conditions of such 

employment, apply for membership in the relief feature, and consent and agree to be 
lX)und by all the reflations of the relief department now in force and by any other 
of said department hereafter adopted applicable to the relief feature.” 

When an employee is req^uired to join the relief department as a condition of em- 
ployment, is not membership in that department compulsory? 



48 HEABiKas BEFOBE iti coHxmm. 

President C. P. Huntington, of the Southern Pacific Kailway, in a circular issued 
February 16, 1900, establishing the relief department on that road, said: “Applicants 
for employment after March 1, 1900, most Ijecome members of the relief department 
before entering the company’s service.” (Railroad Trainmen’s Journal for April, 
1900, 1). 335.) 

I think this is sufficient evidence to prove to a reasonable mind that membership 
in these assotiations is not voluntary, and I would not encroach upon the commis- 
sion’s time by submitting any further proof were it not for the fact that in the face 
of all the evidence that has been produced, I expect you will find some people who 
will still insist that membership is voluntary, so I wish to call your attention to the 
evidence of Hon. J. K. Cowen, president of the Baltimore and Ohio Railroad, before 
this commission Octolw 21, 1899; 

In answer to a question by Senator Mallory he said: “If a person comes into the 
service now he agre(‘s to go into the relief department.” 

In answer to a (juestion by Commissioner Farquhar he said: “He can not get into 
the service without going into the relief dejiartrnent unless he is over age and for 
some 8iX3cial reason is relieved.” (Hearings before the Industrial Commi&sion on 
Transportation, j). 305.) 

The next claim made for these departments is that the money received from the 
employees to keep up the fund is given in “voluntary contributions.” If member- 
ship in these associations is compulsory it necessarily makes the payment of these 
moneys compulsory, and to prove tlu^ former is but to prove the latU^r. Therefore I 
think it almo.st a w'aste of time to say any more on that proposition, but it might be 
well to here call your attention to the straits these companies must have been in 
when making the laws to govern th(‘sci denarments to find words deceptive enough 
to answer their purposes but still look g<)o<l on the outside. 

That they were in a measure unsuccessful in this is shown by their making a new 
definition for the word “contributions.” On page 21 of the regulations governing 
the Baltimore and Ohio Relief Department 1 find the following: “The word ‘con- 
tribution,’ wherever used in these regulations, refers to the sums paid into the 
treasury of the company on account of the relief feature, either by appropriation of 
wages earned or by deposits of cash for or by memlxTS.” 

On page 29 of the regulations governing the Pennsylvania Voluntary Relief De- 
partment, I find it defined in this way: “The word ‘contribution,’ wherever used 
herein, shall he hold to moan such portion of wages or t)enefite, or cash payments in 
lieu thereof, as a member shall have agreed in his application shall be applied for 
the purpose of securing to him the right to benefits from the relief fund.” 

On p^e 30 of the regulations governing the Philadelphia and Reading Relief 
Association, I find it defined in these w'ords: ‘ The word ‘contribution,’ \^erever 
used herein, shall be held to mean such portion of wages or benefits, or cash pay- 
ments in lieu thereof, as a member shall have agreed in his application shall be 
applied for the purpose of securing to him the right to benefits from the relief fund.” 

They first compel a man to join these association.s and agree to allow them to keep 
a part of his wages each month, and then want to call it a contribution. If there 
was not an attempt at deception in this matter, why did they pick a word that 
re(iuired so much defining? I believe that the general understanding of the word 
contribution is to give of one’s own free will, and I deny that these employees pay 
this money in that spirit. And while they may not have the means of education 
at their comimuid that the railway managers have, they are well enough acquainted 
with the English language to know that white is not black and a thousand defini- 
tions will not make green mean yellow. 

Now as to the objects or motives of railway managers in operating these depart- 
ments. The companies claim that the object is benevolence. We dispute this, and 
claim, on tho other hand, that their motives are avaricious. 

What the companies would have us believe are their motives are printed in their 
r^ulations, and it might be well ^to quote them. On page 9 of the regulations 
governing the Pennsylvania Railroad Voluntary Relief Department, I find this 
declaration: 

“The object of this department is tho establishment and managemept of a fund to 
be known as ‘The relief fund,’ for the payment of definite amounts to employees 
contributing to the fund, who under the r^ulations shall be entitled thereto, when 
they are disabled by ^cident or sickness, and in the event of their death, to the 
relatives or beneficiaries specified in the applications of such employees.” g 

On ps^ 3 of the regulations governing the Phila<ielphia and Reading Relief Asso- 
ciation, the purpose is stated in this language: 

“The object of this association is the establishment and management of a fund to 
be known as ‘The relief fund,’ for the payment of definite amounts to members of 
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the aflsodation, when, under the relations thereof, they shall be entitled thereto, 
by reason of disablement from acdaent, sickness, or other cause, and, in the event 
of their death, to their relatives or other beneficiaries specified in their applications 
for membership or thereafter designated in accordance with the said recitations.” 

On patre4 of the regulations governing the Baltimore and Ohio Relief Department, 
it is put briefly in this language: 

“The relief feature will afford relief to its members entitled thereto, when they 
are disabled by injury or sickness, and to their families in the event of their death.” 

But we are fully convinced that these luring promises are only for the purpose of 
throwing dust in the eyes of the employees, and that the primary objects of the 
railroad companies in operating these departments are to deprive the employees of 
the right to sue in case of injury, and to keep them out of labor organizations. 

As I have said before, I think if these two things could not bo accomplished there 
would not be many relief associations in existence. Taking the second question 
first, I will give you what I think are good reasons to base this claim on: 

In the first place, many of the employees say that they believe one of the objects 
of the companies is to keep them out of labor organizations. They also testify that 
it serves this [)urpose, for men are sometimes unable to keep up the dues m the 
relief department and their labor organizations, and as it is comiiulsory on them to 
pay dues into the relief department, they must withhold their membership from the 
labor organizations. 

In 1889, shortly after these relief associations had bemi started, Mr. E. F. O’Shea, 
grand secretary and treasurer of the Brotherhood of liailroad Brakeraen, in answer 
to (iiiestions submitted by the Department of Labor in regard to relief associations, 
said: 

“Some of the principal lines have lately organized so-called relief associations for 
the ostensible purtiose of ‘caring for our dear employees,’ but the real purpose is to 
undermine and ultimately to destroy the brotherhood and place the men entirely 
at the mercy of the corporations, the brakeman does not receive wages commen- 
surate with Iho work he performs or the dangers lie is compelled to undergo, hence 
he is unable to keep up hismemliership in more than one organization, and as a por- 
tion of his wages is retained each month for his membership in the relief fund, he 
has no choice in the inatter. A jirotest will result in discharge, and a discharge for- 
feits all moneys paid into the fund. The relief fund is a delusion and a snare, and 
many of the brakemeii know it from bitter experience.” (Fifth Annual Report of 
the Commissioner of l^bor, j). 89.) 

Prof. E. R. Johnson, in testifying before this commission, said: “A majority of 
milroad men could not afford to carry insurance in the relief departments and in the 
brotherhoods; both the relief departments rather worked against the beneficial 
departments of the brotherhoods.” Further he was asked: “Did it lessen their 
allegiance to the brotherhood organization?” To this he answered: “Yes; and 
made it rather diflicult for a man who was to be a meml^r of the relief department 
to join the brotherhoods.” (Hearings before the Industrial Commission on Trans- 
portation, p. 57.) 

Now, as to the other motive that prompts these com})anie8— that of depriving 
employees of the right to recover for injury; 

Each of these companies, as will be noted by glancing over the applications for 
membership in the relief department, requires as a condition of receiving benefits 
teom the fund that the employee shall relea.se it from all claims for damages arising 
from such injury. 

If the companies are prompted by a spirit of benevolence, why do they take such 
an unfair advantage of an injured employee? Is it benevolence to strip a cripple of 
l^pl rights given him by the laws ot the land? One of the stron^t evidences 
that the greatest desire of railroad companies is to prevent the paying of damages is 
afforded by watching their actions in such matters, and I desire right nere to call the 
commission’s attention to the attitude of some of our railway managers toward 
their employees who have been injured in the service and have sought r^ress in the 
courts, the way they discourage these employees and ajinarently use every means at 
their command to suppress the evidence ana truth in these cases. For instance, a 
road is running from Pennsylvania into Ohio. The laws and courts of Ohio are con- 
sidere<l by the employees to be more fair and equitable than those of Pennsylvania, 
and the emiiloyee of this road when he sues naturally goes to Ohio to enter suit, and 
the case is tried in Ohio. He has te depend on his Fellow-employees, who are his 
wititjsses, to go voluntarily into Ohio to give evidence, because, as I understand it, 
they can not be compelled to go from one State into another to give evidence in such 
The officers of the ro^ go to these witnesses and tell them that they do not 
have to go into Ohio to testify unless they want to, and they give them to under- 
16 a i 
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stand that it is the company’s desire that they do not go. These employees are lulkoti 
to by their superior officers, from the train master up to the general superintendent, 
and are finally persuaded not to ^o. Then the only way left onen for the injured 
employee to get their testimony is to go into Pennsylvania and take their deposi- 
tions. The practice in taking these depositions is for the counsel on both sides to 
get together and mutually agree on a date on which they will go together and take 
the depositions. The counsel for the company advises the officers or the road what 
day they will come, and the company then goes to these witnesses whose testimony 
would lie favorable to the employee ami gels them to go to soiiu' place where they can 
not be found on the day the depositions are la'ing taken. 

It is made known to these witnesses, too, that th^ will lose nothing for the lass 
of time and expenses while evading the lawyers. Then, too, if a good witness for 
the plaintiff is on a run that takes him into Ohio, and they fear he will Ih‘ subpamaed 
some time while in Ohio, they will in some iiij^tances put him on another part of the 
road to work, so that he will not run into Ohio. Tlu-se witnesses know and feel in 
their own hearts that they are doing a wrong to their fellow-employee, but the 
remonstrances, or at least the suasive talk of a general superintendent, who has 
probably never honored them with an audience liefore, is too much for their will 
power, and they finally liend. And in this way the poor ('m])loyee who has been 
injured through some fault of the company is deprived of some of bis best witnesses. 
I remember, however, of one case where a man was handled in this way, and he 
was taken to task for it by his lodge of our organization: and when be fully realized 
the way his fellow-workmen felt alxmt it, be took courage ami went and freely gave 
his testimony; and the plaintiff, who was a member of a sister organization, recov- 
eri'd several thousand dollars for the l<»ss of a hand. 

What I desired to bring out by the btngoing was to show tlie means railroad 
officers will resort to to save damage suits; and it strengthens my assertion that one 
of the main features of the relief d(‘parlments is to prevent the collection of damages 
for injury, when the company is liable. 

But no strongi^r evidence can bo obtained, showing the objects of these relii'f 
associations, than to take some of tht‘ history of the actions of tlie companies toward 
legislation wliicli sought to milHfy these release contracts. A few years ago, when 
such legislation was proposed in the State of Iowa, the Chicago, Burlington and 
Quincy Bailroad Company, which operates a relief dej>artmeiit, marshaled all of its 
forces and influence ami resorbsl to some (inestionable means to did’eat this measure. 

The tight made by the railroad employees in Iowa aroused so much public senti- 
ment against these departments in that part of the country that the IVimsylvania 
Company w'as very much disturheil lest tlieir association would lx* .stripped of its 
best feature by State legi.slation in that section of the country. So at the last session 
of the Indiana legislature it sought to legalize its relief department liy statute and 
had its attorneys draft the following bill, wliieU was introduced in the senate by a 
senator who was favorable to that corporation: 

[Kngrossed wnale bill No. .‘51').] 

A BILL for an art making It lawful for railroad <-()nu)nmes owningor operating railroads in llio Stiito 
of Indiana, and for all other corporations, conipanic.s, firms, (»r fH'rsons emtiloying labor in said 
Htatf.to organi/o and inainlain relief departments for the ereution, miiinlemineCand management 
of relief funds for the luiynient of beiietlts to ouiplovees, eontribuling to .sueh funds wlnm disaba d 
by accident or sickness, and in the event of their death to their relatives or other henetieiaries, 
authorizing emi)loyees to agree to contribute, and toconiribuie voluntarily to such funds, providing 
that the expense and cost of managing, curing for, investing, and disbursing such fiiiius .shall bo 
borno solely bv said coriK)rntlon, c(mipnnic.s,lirni.s,or }>erson.s; that they shall he liable tor tho. safe- 
keeping thereof, and for any deticieiicy in .said funds, pro) iding for the aeceptniicc ol benefits from 
said funds by the members and their benotleiarles, and prescribing the efl’eettd such aeceptunce, 
and matters relating thereto, and declaring un etnergeney. 

Section 1 . Be it enacted by the general asmnblg of the >Stale of IndianOy That it xball 
l)e lawful for railroad companicH owning or operating railroads in .ssaid State, and for 
all other corixirations, companies, firms, or persons enijiloying labor in said Slate to 
organize and maintain relief departments for the creation, maintenance, and man- 
agement of relief funds for tho jiayment-of benefits in definite amounts to employees 
contributing to such funds when they are disabled by accident or sickness, and, in 
the event of their death, to the relatives or other beneficiaries of the decedent who 
may be specified in tlie application for membership of such employees. 

Sec. 2. The em[)loy('es of such companies, corpomtions, firms, and person.s may 
agree to contrilmte and may contribute voluntarily to the creation and maintenance 
of such funds, but all the expense and cost of managing, caring for, investing, and 
disbursing such fundsshall be borne solely by tlie companies, corporations, firms, 
and persons, and they shall lie liable for their ^afekeeping and for any deficiency 
in the funds to jiay the benefits agreed ui>on. 
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Sec. 3. In case of personal injury to any employee or of his death while a member 
of any such relief department and entitlea to benefits, he or his beneficiary named 
ill the application for membership may accept the benefits from the relief fund in 
lieu and m bar of any damages resulting from such injury or death, and the accept- 
aiict* of benefits from the relief fund to which such employee or his beneficiary is 
entitled by reason of membership in the relief department shall be a valid defense 
to any tudion for damages resulting from such injury or death, but nothing contained 
herein or in any contract of such employees shall operate to tleprive him or his 
representatives of his or their right of action for damages resulting from such injury 
or death if such employee or his beneficiary does not accept the benefits from such 
relief fund. 

Sec. 4. An emergency exists for the immediate taking effect of this act, therefore 
the KiiiK' shall be in force from and after its passage. 

The company worked hard for the passage of this measure and kept a number of 
its employees at Indianapolis trying to show the legislators the blessings of their so- 
called voluntary relief department. The bill was referred to tlie committee on judi- 
ciary, which reporte<l the bill with amendment, as follows: 

“Mr. President: Your committee on judiciary, to which was referred senate bill 
N(. 335, introduced by Senator Hogate, has had the same under consideration and 
lags leave to report the same back to the senate with the recomiiieudation that said 
bill be amended bv adding to section 3 the following: 

“Amend by adding to section 3 the following: 

“‘/Verefed, That there shall be i)aid to any emj)loyee or beneficiary any and all 
Ixuiellts to which he is entitled liy reason of such membership for the ix^riod of 15 
days after his injury, and the acceptance of such benefit shall not operate as a bar in 
a suit for damages on account of such injury; and any act done, or anv release or con- 
tract executed, within 15 days of any injury ri^ceived by any member of any such 
association, shall not be a bar to any suit for damages on account of said injury; and 
that when so amended said bill do jiass.’ 

“J. 1). Ea3{Ly, Chair man.'* 

The amended report was concurred in February 17, 1899, and on February 24, 1899, 
the bill was called up by Senator Hogate, the man who introduced it, and read a 
third time by sections. It was then again amemh'd by striking out all of lines 1 1 and 
12, aft(‘r th(‘ word “death,” in section 3. And then it was still further amended by 
striking out all of section 3. 

This left a measure that was undeceptive and would hav(3 carried out every prin- 
ciple set f(trth in the Pennsylvania Company’s declaration of jmrposes of its relief 
fund. Put this kind of legislation was not what it was seeking; it was seeking to 
legalize these rekuse contracts; and when these ini(|uitous provisions were stricken 
from the bill the senator who had introduce<l it, ami, as I understand it, intro<luced it 
at the instance of the Pennsylvania Company, moved to strike out the enacting clause, 
which motion prevailed, and it killed the bill. 

Mr. Chairman, I have taken j)articular pains to look uf> the history of this Indiana 
legislation in order to give you the exact facts. I jdaced myself in communication 
w’lth the secretary of state of Indiana; also with the chairman of the legislative lx)ard 
of railroad employees of that State, who was in attendance at Indianapolis during that 
session of the legislature, and to substantiate my statements I submit their letters: 

Department op State, 

„ Indianapolis, Ini)., 7500. 

II. R. I ULLER, WashingUm, D. C. 

Dear Sir; I herewith inclose to you a type-written copy of senate bill No. 335, 
introduced in the senate of the sixty-first general assembly. The original bill, with 
me amendments added thereto, had been ordered to engrossment, after which, on 
rebruary 24, the enacting clause was stricken out, and therefore the bill was killed. 
Very truly, yours, 

Geo. W. Gonser, Deputy Secretary. 

I again wrote to the secretary of state for more details in regard to this bill and 
receive<l the following letter: 

„ „ Indianapolis, Ind., March J2, 1000. 

H. U. Fuller, Washington, D. C. 

Dear Sir: Replying to your favor of March 10, 1 lieg to sav that senate bill No. 
>»3o was introduced into the general as.sembly by Hon. Enoeb G. Hogate, a Repub- 
lican senator. On February 24, 1899, the bill was called up by Mr. Hogate and 
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read a third time by sections. Senator Minor, a Democrat, made the following 
motion: 

“I move you that senate bill No. 335 be referred to a committee of one and 
amended by striking out all of lines 11 and 12 after the word ‘death’ in section 3,” 
which motion prevailed. 

Senator Morris Winfield, a Democrat from the district composed of Cass and 
Pulaski counties, made the following motion: 

“T move you that senate bill No. 335 be amended by reference to a committee of 
one, its author, with instructions to strike out section 3,” which motion prevailed, 
on a decision whereon 21 senators voted in the affirmative and 13 senators voted 
in the negative. 

The bill as amended did not meet the approval of Senator Hogate, who thereupon 
moved to strike out the enacting clause, which motion prevailed. If there is any 
blame to lie attached to either party for the defeat of this bill, it can only be 
attached to the Democratic party. 

Very truly, yours, Union B. Hunt, ^Secretary of State. 

The following is the statement made by Mr. B. L. Frederick, the chairman of the 
railroad employees’ legislative board: 

Indianapolis, Ind. , May 16, 1899. 

H. R. Fuller, McKees Rocks, Pa. 

Dear Sir: Your letter of the Ist instant relative to the bill introduced at the last 
session of the general assembly of this State, making it lawful for railroad companies 
and other corporations to organize and maintain relief departments, received. 

This bill which was known as S. B. 330 and intro<iuced by Senator Hogate, of Boone 
County, was, I understand, drawn up by Mr. Samuel 0. Pickens, of this city, and the 
chief counsel for the Pittsbui^, Cincinnati, Chicago and St. Louis Railway in this State. 
This company jPittsburg, (’incinnati, Chimgo and St. Louis Railway) kept 0 of their 
employees stationed at the state house during the entire session, working in the 
interest of this measure — they having a list showing the percentage of members and 
nonmerabers on each division to show that the relief department as conducted 
by that company was purely voluntary and not compulsory. On 2 or 3 of these 
divisions the percentage of memlxjrship was a.s low as GO |)er cent, but upon investi- 
gation I find the majority of the employees on these divisions that have a low per- 
centage are men who are jiast the prime of life and would be considered by other 
insurance companic*s as poor risks. 

The bill met with great opposition from the represtmtatives of the employees for 
this reason: That the acceptance of the benefits oi the relief association was a valid 
defense for the company in a suit for damages. 

When the bill came up for passage with the amendment attached all interest was 
lost, showing conclusively thatthe bill was introduced to have the relief departments 
act as a bar in a suit for aarnages. 

Trusting you will find this information sufficient, I am, sir, 

Very respectfully, yours, 

B. L. Frederick, 

('Iiairman Indiana Legislative Board. 

Subscribed and sworn to before me this 29th day of March, A. D. 1900, 

[seal.] John W. Donnelly, 

NoUiry Public in and for Cook County, Illinois. 

Now, I wish to call your attention to the remarkable wording of the title of this 
bill. ^ Note how lucidly it sets forth every provision of the bill except the release 
provision. That is covered by these harmless apiieariug words: “and prescribing the 
effect of such acceptance, and matters relating thereto,’ ^ Indeed, the language of the 
bill is almost a repetition of that in the title, with this one exception. If there was 
not an attempt to deceive, why did they not clearly express this provision in the 
title of the bill? If this release clause was fair, why were they afraid to set it forth 
in the title as they did the other provisions of the bill? Why did they not say in the 
title: “ and the acceptance of benefits from the relief fund shall be a valid defense 
to any action for damages insulting from such injury or death?’’ 

But this is not all the evidence that can be produced to show that the greatest 
object wmed at is to save damage suits. The employees are almost unanimous in 
that opinion. Prof. E. R. Johnson, whose testimony I have alreadv referred to sev- 
eral times, speaks this way: “I think the corporations have organized the relief 
departments not from philanthrophy, but because it is good business.” He further 
says: “I think the economic motive is the motive of the corporations.” (Hearings 
before the Industrial Commission on transportation, pp. 68-59.) 

President Co wen, of the Baltimore and Ohio Railroad Company, in his evidence 
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before this commission, said: “And practically the effect of the relief department 
has been to almost entirely wipe out litigation with employees on account of injuries; 
not entirely, but almost entirely. I think really it is quite a rare case now for us to 
have much trouble with our employees.” 

If we had no more evidence, would not this admission make absurd any pretension 
that the relief departments were not organized for the purpose of saving damage 
suits? 

But it is argued by the friends of the relief associations that anything that will save 
litigation is commendable. To my mind this is a wrong conception. 1 will agree, 
however, that anything that will remove the cause for litigation is commendable. 
We should not allow the railroad companies to esca})e the responsibility for injury 
to their employees, and then they would take more precautions to protect the lives 
and limbs of their employees; and the result would be a <iecrease in the number of 
accidents, and consequently tlie cause for litigation would be lessened. This would 
be going to the root of the evil, wliich is the right way to go about it. 

It is said by those who have investigated this question that the companies con- 
tribute only about 16 or 20 per cent of the relief funds, but still they claim the right 
to make an employee release them from responsibility for injury before they will 
allow him to draw benefits from this fund of which he and his fellow employees 
have contributed over 80 ])er cent. For the paltry sum which is the company’s con- 
tribution to the benefits he draws, he is deprived of the legal rights given him by the 
laws of the land. To plainly show the real injustice of this part of the scheme I will 
draw an example of how it works with an employee who is injured and is entitled 
by law to recover for such injury: An employee who is a member of the relief 
department loses an arm. We would say that the courts would allow him $5,000 for 
this injury. We will now say that he receives $100 from the relief fund, $20 of 
which the company lias contributed. For this $20 he surrenders his right to the 
$5,000 which he was entitled to according to law, and he is out the difference between 
$20 and $5,000, which is $4,980. 

As previously stated, the companie.s have the majority on the governing Iwards, 
and therefore practically make the laws and dictate the policy of these associations; 
and it is impossible for the employees’ representatives to change these laws to an 
equitable basi.s. 

I ask the question: If the employees contribute 80 per cent of the funds why should 
they not ha\ e a majority representation? 1 would like to be shown another nusineas 
institution that is run in sucli an arbitrary manner. Where, if you please, could wo 
6nd a railroad ])resident or director who owns the controlling interest in a road who 
would allow it to be run by the minority stockholders? 

1 have oft('n heard the phrase used, “ the tail wagging the dog^” but it never pre- 
sented itself so strongly to me as it does in this feature of the relief departments. 

The amounts paid in disability and death claims by these associations are not com- 
mensurate with the amounts paid in dues. The insurance departments of our broth- 
erhoods, and even the old-line insurance companies, give better rates. I have not 
had the time myself to go into this feature of the (piestion and give you the exact 
figures, but I have here a very able and carefully prepared comparison made by one 
of the editors of our organizations, which I submit, as follows: 

THE PLANT SYSTEM— RELIEF AND HOSPITAL DEPARTMENT. 

We alluded to the philanthropic jwse of Superintendent Dunham, of the Plant 
System, in our August number, and stated therein that in forcing his relief and hos- 
pital scheme on the employees it was compelling them to share the company’s losses 
N without sharing in its profits. 

We have before us the printed application for membership which is headed “Plant 
system relief anil liospital department.” This document is too long for space at our 
disposal in this i.s8ue, and we will use such (juotations as will answer our purpose at 
this time and if found necessary will publish in full later. This document is adare^ied 
to the superintendent and chief surgeon, and reads (the name and place added): 

“I, Richard Roe, of Brunswick, Oa., desiring to lie employed in the service of the 
companies constituting the Plant System as engineer in the train department, do 
hereby, as one of the conditions of such employment, apply for membership in the 
relief and hospital department, and consent and ^ee to be bound by all r^ulations 
^ • j S *^bef and hospital department now in force, and by any other regu&tions of 
said department hereafter adopted.” 

It will be readily seen that employment in any capacity depends upon the physical 
j^ibility of the applicant coming within the requirements of the medical examina- 
tion, which is more searching tlian the examination of any old-line insurance com- 
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pany, as it covers not only physical conditions but eyesight, hearing, and color list. 
An(l it is safe to say that no man, however proficient in the business, or how badly 
he may need work or they need his services, can obtain it only through the one 
channel, the relief and hospital department, and not then if for any reason the super- 
intendent or medical examiner does not want him to pass. The application further 
says; 

“I also agree that the said companies, or either of them, by its or their proper 
agents and in the manner provided in said regulations, shall apply monthly in 
advance, from the first wages earned by me under said employment in each calen- 
dar month, sums at the rate of jicr month as a condition to the relief and hos- 

pital department for the purjxiseof securing the bcnefit.s provided by said regulations 
lor a member of class to myself, or in the event of my death to . 

“I expressly stipulate that my marriage shall ipso facto liave the effect to substitute 
my wife in the place and stead of the lK‘nefi(;iary named above to receive said bene- 
fits in the event of my deatli, if .she l)e then living. 

“I further agree that this application, when acceptcil by the superintendent and 
chief surgeon, shall constitute a contract between myself and the .said companies, and 
each of them, as a condition of my (‘inployment by the comuany, governed in its 
construction and effect by the laws of the State of Georgia, and as such bo an irrevo- 
cable power and authority to said companies, or either of them, to appropriate the 
above amounts from my wages and apply the same as aforesaid, and shall constitute 
an appropriation and assignment in advance t<» the sai<l companies, or either of them, 
in trust for the purposes of the relief ami hospital department, of siieh portions of my 
wages, which assignment shall have jireeedenee over any other assignment by me 
of my wages, or ofany claim upon them on account of liabilities incurred by me, 

“I further agree that in eonsideration of theeontrihutions of said companies to the 
relief and ho.spital department, and of the guaranty by them of the payments of the 
benefits aforesaid, the aeeeptaneo of benefits from the said relief and hospital depart- 
ment for injury or death shall operate as a nOc'ase of all claims against said companies, 
and each of them, for damages hy rea.son of such injury or death which could be 
made by or tbrough mo; and (hat the superintendent and chief surgeon may require, 
as a condition precedent to the payment of such benefits, that all acts by him deemeil 
appropriate or necessary to effect the full release and discharge of said companies, 
and each of them, from all such claims, be <lone by those who might bring suit for 
damages by reason of such injury or death; and also that the bringing of such a suit 
by me, my beneficiary, or legal representative, or for the use of my beneficiary alone, 
or with others, or the payment hy any of the companies aforesaid of damages for 
such injury or death recovered in any suit or determined by compromise, or of any 
costs incurred therein, shall ojicrate as a release in full to the relief and hospital 
department of all claims hy reason of my membership therein, 

“I also agree, for inyselt and tho.«e claiming throiigli me, to be specially bound by 
regulation No, 1.3, providing for the final and conclusive settlement of all disputes by 
reference to the superintendent and chief surgeon of the relief and hospital deiiart- 
ment; and an apjieal from liis decision to the committee on the relief and hos[)ital 
department 

“I understand and agree that this application, when accepted hythe superintend- 
ent and chief surgeon, shall constitute a contract between me and the said companies, 
and each of them, hy which my rights as a member of said relief and hospital depart- 
ment, and as an employee of said companies, or either of them, shall be determined 
as to all matters within its scope, that each of the statements herein contained, and 
each of my answers to the questions asked hy the medical examiner, and hereto 
annexed, shall constitute a warranty by me, the truth whereof shall be a condition 
of payment of any of the benefits aforesaid.” 

It will bo noted that the anplie.ant agrees that the acceptance of his application 
creates a fixed and immutable condition of bis employment. Ho also agrees to 
obtain a release, if requested, from all parties who niighl come within the scope of 
law for bringing a suit against the company, and that the bringing of a suit shall act 
as a positive release of the companies’ liability to pay any part of the indemnity 
accruing from his monthly payments and membership in tne relief and hospital 
department. He also agrees that his rights in the indemnity department and his 
portion as an employee shall rest upon the truth of his answers to the medical 
examiner, and without qualifications. One might state what he believed to be abso- 
lutely true of his own physical condition and still be as wide of the truth as many of 
the students with M. I), attached to their names in making an examination. The 
applicant takes this risk all to himself, as he does all the other risks incident to his 
employment and insurance with this philanthropic company. We append below 
the fixed and immutable condition of employment of all classes of employees on the 
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Plant System. In thi.s exhibit they take pains to say, “Free medical and surgical 
attendance by coinnany’s surgeona to all iTieml)ers,” and that ineinl)era must insure 
in the class their salary calls for. We shall see later whether medical attendance is 
free to anyone but the J’lant Company. 

The JHtnit System relief and hosepital deparimeiil, tehni il co.st/?, and henefiinto he derived. 


Class accordiiiff lo salary p(’r month. 


6’Zrt^s (irrnnfivg In employmmt. 

Cost per month' 

First rlass (tho‘ic cnj'atJ:od in opera- 

tiiiK traiiiH) 

SltoiiiI chihs (not so ongaged) 

Pai^t 01 sm»i(l (iditK 

Ronofits. 

For accidontal injuries jut day, not 
inoliKling Sundays— 

Fust 'j(i wooks 

AlliT ‘2(5 weeks 

For sickness per dav. not including 
lirsi (5 working dajs or Sundays, 

for 52 weeks 

In event ol death from— 

Accident 

Natural causes 

i 


.-835 or 
under. 

B.— Over 
$35 and not 
more llian 
$50. 

1 0.— Over 
$50 and not 
more tiian 
$75. 

D.-Over 
$75 and not 
more than 
$100. 

E.— More 
than $100. 

$1.25 

$2. .50 

$;t..50 

$4.60 

15.50 

1.00 

2.00 

2.75 

3.60 

4. ‘25 

.50 

l.tX) 

1.50 

2.00 

2.50 

.25 

..50 

.75 

].00 

1.25 

..'k) 

1.00 

].50 

2.00 

2.50 

.5{K) (H) 

1,000 00 

1,, 500. 00 

2,000.00 

2,500.00 

2.'H) (X) 

.500.00 1 

7.50.00 

1,000.00 

],2.^X).00 


Free Died le.il and surgical attendance liy company’s surgeons to all members. No charge will ho 
made to iticinbers lor care and treatment whil.' in liospilals. For care of the families of members in 
eoinpaiu s hospitals, actual cost will he eharge(l with an additi(»n of 10 per cent. 

:\leiiil)(Ts ( mplo,\ iiig otliei than the eoii)pan>’s surgeons will do so at their own expense. Benefits 
will mu tie paid in siieli eases unless n'ported promptly on relief and hospital department Form 12 
J!.iijpJ(w ('es becoming members ot the department must insure in the class their salary requires. 


Now, tho wcoiid c]af5S, not in train sorvico, is necessarily rrado up of all the 
other classes that compost' tlu' necessary force employt'd; and as there are six elaases 
listed ill old-line conipanit's ht'fore w e come to ha/.ardou.«, it w ill be fair to take the 
niidd e class, caih'd ordinary, and turninj^ to this column we tind lUbOOO, and $7.50 
weekly mdcmiiity. Old-line company, Slf cents a month, or $10.12 a year; Plant 
system, S2a month, or $21 a year; $1,500 old line, $7.50 weekly henetits, 04(>entaa 
til, or $11.25 ])er year; IMaiil, same cla.ss, $2.75 i»er month, or $55 a vear; $2,000 

me Ikl*' •) ur/./.b *1 Iti +K d-l-T CO ‘ 10 .. .L 'l L. 


month, 


1 • 1 \ ’ » S.U 110 ciims, tp-.o) permomii, or a vear; $Z,UIK1 

old line, $lLa w'eek, $1.1H jier month, or $17.52 per year; IMaiit, same class, $3.50 a 
inotdh, or $42 pi'r year; $2,500 old line, $12.50 per week, $1.5(>i a month, or $18.75 
])er ve;ir; I hint, same class, $4.25 per month, or $51 jter yt'ar. In roads wdiero hos- 
{■j ‘o 4 maintained, the payments, would, we think, not exceed 
■, ■) , ,.'0, and $lj a >etir for th(*s(^ classes, and the Plant’s excess charges over the 
old-lmi' company is $15.88, $21.75, $24.48, and $52.25 a vcar-almost threi* times a« 
imicli a.‘^ the cost of hospital niaintetiauce. This looks likea f 2 ood big margin fur the 
iiaiit .System, and we will leave the reader to e.stimate whether the medical service 
IS live, or whether thi; employee pays the bill. And when wo realize, a.s we all do, 
niiit a very small jiereentage of the above class get killed, and conseqiicntlv the ma- 
iiiring rlaim by natural death being paid only one-half, we do not think the Plant 
l ysein wil be bankrupt by its philanthropy. Now we will make a comiiari.son of 
Tue other claNs, “extra hazardous,” as tney are listvd by the old-line companies. 

Aow^, the condition for an engineer or conductor who earns more than one hundred 
lollars a month a mt; co ...... — <i!ua d.. 



sorvi ■ F +i p«yiiK;jiuou oih poiuy Jl lie is Kme<l WPlie Oil oiity in tne 

il ' ^ t*<>m[»anv; hut if he dies from other cause's he receives only $1,250, and 

2fo f of accidental injury will he paid only when shown by evidence 

wusiactory to the superintendent to have Ijcen received while actually engaged in 
the performance of duty in the service of the company. 

^ow, the old-line schedule Ijefore me lists $2,500, extra hazardous, $15 weekly 
l^ih. l‘#’d^’ ^.^^'^;2damonth, or$.)1.36 a year, and full payment of $2,500 whether 
n n ioraf occupation or otherwise, or dies a natural death. And when we 

^ hundn'd maturing policies under the Plant 

‘ jstem would only receive $1,250, because 60 per cent die natural deaths, and that 
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indemnity is not paid when injury is receivecl when not on duty, it does not take long 
to fathom the incentive that actuates its superintendent in adopting this means of 
relieving the Plant Company of sustaining its legitimate liabilities, and [msibly having 
something left, and with no means provided by which one of these employees who 
have paid excess chaiges over cost of maintenance ever getting any of it back. And 
if they are discharged or leave the service of the company, these accumulations which 
are sure to accnie remain the property of someone— Who? • 

Now, we will make a comparison with the Brotherhood of Ijocomotive Engineers’ 
Mutual Life and Accident Association. This is the extra hazardous risk. Foi the 
twelve months ending July 20, 1896, there were 141 natural deaths, 73 killed and died 
from injuries received, 17 loss of hand or foot, and 22 loss of eye, a total of 253. Of 
the killed, 1 was thrown from his horse, 3 died from gunshot wounds, 1 thrown from 
a buggy, 1 drowned, and 1 killed in a cyclone; and these the Plant would pay half 
or declare them forfeited entirely. The cost of carrying $2,500 in the Brotherhood 
of Locomotive Engineers’ Mutual Life and Accident Association for the past year, with 
39 liabilities maturing for loss of hand, foot, or eye, has f)een $41.66, and the cost of 
weekly indemnity equal to the Plant is carri^ on m many of our divisions for 75 cents 
a month, or $9 a year, making a total of $50.66 for $2,500, with weekly indemnity 
and the policy always paid in full. Now let us see what the difference would amount 
to paid in full, as the Brotherhood of Locomotive Engineers does, and natural deaths 
one-half, as the Plant System does. Two hundred and fifty-three policies maturing 
at $2,500 amounts to $630,000. Now, the Plant System would only pay in full for 
those killed— 73— $182,500. As they would not pay for loss of hand or eye, they 
would only pay on the 141 natural deaths $176,251 , total, $358,750. In favor of the 
Plant Company, $271,250 on policy payments only, as compared with the Brotherhoocl 
of Locomotive Engineers’ insurance. If the Brotherhood of Locomotive Engineers 
paid its policy holders on the same basis the Plant does, it would cost but $22.50 a 
year to pay the bill and cost of collecting. Now, the men on the Plant System have 
paid $15.34 a year more for their risk being carried by the Plant than the Brotherhood 
of Locomotive Engineers’ insurance has cost its members, and they have paid $14.64 
more than an old-line company would ask, and on the ordinary class almost three 
times as much as the rate in an old-line company. 

For further comparison, we will take the number carried by the Brotherhood of 
Locomotive Engineers’ insurance department which are all extra hazardous, and in 
which all payments are made in full, and loss of hand, eye, or foot paid the same as 
on death, which will give 39 more maturing policies than in either the Plant or the 
old-line company. For the information of the members of the Brotherhood of 
Locomotive Engineers’ insurance, we will take the average number carried during 
the year, our tores being baaed on the actual records of the insurance assessments 
for that time. We will give the amount of cost to the insured to carry $2,500 and $15 
a week in each of the three, and deduct the amount that would he paid on matured 
policies in each, leaving the balance to cover weekly indemnity, profit, or surplus. 

In the Brotherhood of Locomotive Engineers’ insurance, 16,860 members pay in 
$50.66 a year, or a total of $854,127.60, and receive on 253 matured policies (the last 
year’s record as to actual number of policies paid) $630,000, leaving balance of 
$224,127.60 to meet weekly indemnities. The old-line companies’ figures on same 
number would be: Paid in by insured at $51.36 a year, $865,929; as they do not pay 
for loss of hand, foot, or eye, we will deduct 17 for loss of hand or foot and 22 for 
loss of eye, a total of 39, leaving matured policies in old-line company 214 instead of 
253, and this total would be $5^,000; this deducted from the amount paid in would 
leave a balance of $330,929 to meet weekly indemnity claims, commissions, and 
profits--$106,801.40 more than the Brotherhood of Locomotive Engineers. The 
Plant System of paymente, $66 a year on 16,860 members, would amount to $1,112,760, 
and they, like tne old-line company, do not pay for hand, foot, or eye, and would 
stand at 214, same as the other. Brides this, however, they do not pay but half on 
natural deaths; so the account would stand (taking our record again), accidental 
deaths, 73, at $2,500, $182,500; natural deaths, 141, at $1,250=$176,251, or a total 
of $358,750, and there has been $1,112,760 paid in, leaving a balance in favor of the 
Plant 01 $754,010; $529,873 more than the Brotherhood of Locomotive Engineers. 
Now, the members of the Brotherhood of Locomotive Engineers’ insurance pay in 
$11,802 less than the same risk in an old-line company, and pay out for loss of hand, 
foot, or eye 39 matured claims, amounting to $98,500, and having paid in $11,^2 less 
the saving would stand $110,302 in favor of the Brotherhood of Locomotive Engi- 
neers’ insurance. And when we compare it with the Plant System the members of 
the Brotherhood of Locomotive Engineers’ insurance would pay in $258,863 less, and 
get in return, as we have shown, but $358,750 on matured {Kuicies in lieu of $630,000 
from the Brotherhood of Locomotive Engineers^a difference of $271,250; this, added 
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to the $268,863 excess payment, shows the cost to be greater than that of the Brother- 
hood of Locomotive Engineers bv $530,113. Our exhibit shows a balance to meet 
weekly indemnity of |224.127.«), the old-line companies’ indemnity fund as 
$3:^,0, and the Plant as $764,000. We have not considered the greater factor in 
proportion to the number employed in railroad service which do not come under the 
class of extra hazardous, and oy examination it will be found that the saving for some 
one besides the insured in that class is very much greater in percentage, and while 
the number employed on the Plant System we presume is considerably smaller than 
that we have used in this article, we think we are safe in sayir^ that this philan- 
thropic Superintendent Dunham will be able without much difficulty to figure out 
enough to at least pay the doctors and do so without using anv of the Plant System’s 
earnings, but get it out of the poc*kets of the employee, not oy voluntary contribu- 
tion, but by a system of coercion, the employee being alraid to do otherwise, fearing 
the loss of position. There are other railroad companies that have paternalism with 
similar conditions, but it has been left for Superintendent Dunham to reach the 
extreme in compelling the employee to more than pay the (ompany’s losses without 
sharing in its profits. The owners of the Plant System can not relieve themselves of 
their responsioility for having a tyrant as their business mana^r, who resorts to 
every kind of scheme of good or ill repute to foster his or their interests. 

I presume there are those interested in the Plant Relief and Hospital Association 
who will try to deny the statements in this article, and to show that the company is 
not only doing their share toward expense, and are really lu'tuated by a love of caring 
for their employees, but in doing so— if they wish to be honest in it— they must flnrt 
show what had lieen the legitimate cost of medical attendance on the company’s busi- 
ness before the employee be^n to pay the bills; and also show the real diminution 
of the expense of their legal department, by virtue of the contract the employee signs, 
forfeiting his claims to the benefits which should accnie to him from his own pay- 
ments into the relief and hoH{)ital fund, if he or any of his heirs or assigns should 
presume to sue the company, even though the injury was caused by the grossest care- 
lessness on the part of the officials of the company themselves. There are those who 
maintain that the employees like these associations— the contract, compulsory part, 
and all— but the best explanation of that is that they do not like to say they do not 
like it. 

The readers can infer as much as they like. There is a redeeming Quality in hos- 
pital departments rightly conducted. Where the collections from the employees 
are moderate, and where there is no ironbound contract to relieve the company of 
its rightful obligation to pay legitimate claims against it, and in which there does not 
enter the speculation-fostering features of the others, there is a streak of charity in 
it. and though one never expected to be benefited by it jiersonally, having a home 
of his own, "they willingly contribute for the benefit of others whose circumstances 
differ. There is a good chance in hospital system relieved of the other feature, for 
company officials to be actuated by a meritorious desire to lienelit and relieve suffer- 
ing humanity when the occasion requires it. We believe the public should know 
what is the real intent and purpose of the. man at the head of the Plant System. - 
That it is not charity, they need not be told; that it is gain, pure and simple, is self- 
evident, and ought to be condemne<l. lie has denied the employee the right to a 
voice in any condition as associated with the Plant System, and they have no voice 
in this relief and hospital department. They are requested not to u.se their voices, 
but a pen to sign away their liberties at the command of Superintendent Dunham or 
suffer discharge. 

This article was prepared by Mr. C. II. Salmons, the editor and manager of the 
Locomotive Engineer’s Journal, and was printed in that journal for September, 1896; 
and Mr. Salmons writes me that no one has so far undertaken to disprove any of the 
statements contained in it. 

One of the great luring promises put forth by the relief departments is the pension 
feature. This is also loAed upon with suspicion by the men, as they claim ^t a 
man who has stamina enough about him to protest against unfavoraole conditions 
being imposed upon him wul not be allowed to remain in the service long enough 
to be put upon the pension list; and they prefer to look after their own future rather 
than have paternalism exercised over them by the companies. 

The Interatate Commerce Commission, in its Thirteenth Annual Report, in touch- 
ing on the question of relief departments, said: 

“There are some conditions imposed upon members by the relief departments 
which have provoked no little criticism. For instance, objection is made that two 
of the railroad companies make membership a condition of employment; another 
objection is that, generally, membership is forfeited when the employee’s service in 
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the company terminates; and still another is that all the relief departments provide 
that an employee or his teneficiary, by a(‘C<!ptin«; the benefits afforded by the relief, 
thereby waives any legal right to recover damages against the company in case of 
injury or death caused by accident. It is also urged against these relief departments 
that they create in the mind of the employee a sense of dejiendence on the continued 
good will of tlio emi)loyer, since any lieneficial interest in the relief fund ceases upon 
the discharge of the employee or his voluntary retirement from the employer’s serv- 
ice. Moreover, when contracts are exacted requiring membership of relief depart- 
ments as a condition of receiving em])loyment, there is said to be a tendency toward, 
if not the actual assumption of, pf)wers w'hich ought not to be exercised by railway 
corporations.” (Tenth Annual Uejwrt ()f the Interstate Commerce Commission, 

p. 111.) 

The following are a few editorials from the journals of our organizations, which 
contain some very good arguments iigainst these relief associations, and will, I believe, 
be of some assistance to the commission: 

“One of his admirers, in writing of the life of Mr. McLead, declared him to bo a 
democrat in his dealings with his employees, and in support of his statement said 
tlieni was no hand on the Reading so much covered with dust and grease that the 
president would not shake it. Another proof of his solicitude for his employees 
was made as follows: ‘The first thing ho di<l upon jissuming prominence in the com- 
pany was to start a relief as.sociation among the men, whi(‘h has a mendjcrship of 
15,210 and a surplus in the treasury of $228,480.40. The receipts of the association 
last vear were $202,787.28 and the disbiinsementa were $241,101.91. It is adminis- 
terea by an advisory lx)ard composc'd of ordinary employee.s and a number of the 
representatives of the Reading’s board of managers.’ This looks good and sounds 
better, but the romance and sentinusit attached to the story can not bury the truth. 

* * * There is not the first principle of democracy in any part of it, although 
there is an assumjition of such in allowing ordinary employees to meet and hear the 
managers of the road direct the government of the association. The fact that the 
board of managers have their representatives to a.ssist gives a pretty fair idea how 
far the wishes of the employees are allowed to govern. Membership in this far- 
sighted and lienevolent association is made a condition of employment; promise not 
to join any labor organization, or to withdraw from those already joined, is part of the 
same contract drawn by tins democrat. Under the guise of ptiilanthropy this asso- 
ciation has taken from the men on the system in one year over $2(12,787 and given 
them in return $241,101, while the balance is kindly bold for them by the company, 
which is anything but a reliable de|)ository. This same democrat would have 
extended his pet scheme to (he leased lines had the employees of tho.se lines notmet 
the proposition with organizedaml<letermined resistance, ami had system federation 
not ueen in force among the organizations of railroad employees on the leased lines, 
they too would be paying tribute to this, the greatest philanthropic fake the work- 
ingmen of this country have ever had to submit to. Their combined front presented 
in opposition to this infamous proposition alone .saved them from the humiliation of 
placing their necks under this oppressive yoke.” * * * (Railroad Trainmen’s 
Journal for May, 1893, p. 381.) 

The Railway Conductor for March, 1897, page 180, speaking on a law introduced 
in Iowa to declare void all contracts wherein employees waived their rights to recover 
for injuries by accepting benefits from relief departments, says: 

“ Tnis is the substance of the contention we have always made upon this subject, 
and is no more than common s(*nso and common justi(‘e would dictate. When men 
are compelled to pay for their insurance it is their property, no matter whether it be 
the company employing them or some private <-orporation .selling the insurance, 
and the fact that they accept insurance lor which they have paid should have no 
more bearing upon their right to collect from the coni{>any for damages received than 
the acceptance of groceries upon the same terms. So long as the men are obliged to 
support the insurance they should lie protected in their right to the product of their 
investment, and the companies shoula not be allowed to exploit them in this way in 
order to save having to pay for damans wrongfully inflictea. The measure is a just 
one and should be made law, not only in lovi’a, but in all the States where similar 
attempts are being made to compel railroad men to insure themselves against the 
ignorance or carelessness of others in the interest of the employing corporations.” 

“relief association contracts. 

“ This subject has attracted the attention of rail way employees to an unusual degree 
of late, and has been brought prominently to the attention of legislators by the 
numerous appeals on the part of railway employees for legislation which would more 
fairly protect their interests than that which now exists. 
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“Voluntary or so^lled voluntary relief associations, practically or wholly con- 
trr>lle(i by the employing corporation, and in which their employees or seekers after 
employnu'Mt are recpiirea to hold meml)ership or <leclare their willingness to do so, 
have always l>een distasteful to the employees. Aside from the natural resentment 
felt by the employee, the principal objection to these relief associations lies in thefact 
that the employee, upon becoming a memljer of the association, is required to sign a 
contract under which if he is injured while in the discharge of his duties and accepts 
the temporary financial relief provided by the association, he relinquishes and 
releases all right to recover damages against the employing corporation through suit 
at law. On the one hand, it is held that the man in search of employment, and who 
has behind him the imperative duty of providing for those who are dependent iqion 
ills daily toil for sustenance, will not hesitate long alxjut signifying his willingness to 
become a member of the relief association. 

“It is claimed that the contract releasing the company from liability for damages 
in consideration of receiving benefits from the association is secured under duress; 
that it is against public policy; that it lacks the essential to all contracts— considera- 
tion; that it strikes down the voluntary right to contract, and thatitla(;ks mutuality. 
On the other hand, all tlu*se claims are denied and itiselaimed that the contract isa 
purely voluntary one. It is said tliatthe employee can elect for liimself, intlieevent 
of his receiving personal injury, whether he will relimpiish his claim against the 
relief association or rtdease his right to attenq)t to recover through appeal to the 
courts. Inasmuch as the enqdoyee can .secure insurance against accident, and even 
against illne.ss from many causes, without any conditions other than the payment of 
the premium, and that premium but slightly, if any, higher than that paid to the 
relief association, it can not l>e siiid that the association is maintained through asjiirit 
of pure magnanimity. It is established and maintained as a means of ese^ijiing legal 
liability for personal injuries to employees. 

“At the last ses.sion of the Iowa legislature an amendment to the laws of the State 
abrogating and avoiding' siicli contracts of ndea.'-e of liability was the oeea-sion of the 
most earnest and spirited <‘oiitest during the session. In the closing hours of the 
sessicui the amendment w its defeated in the senate, having }>een jnisscd bv a very 
]arg(‘ majority of the house. It will undoubtedly lie again introduced at the next 
session, and one, at lea.Mt, of its .stronge.st opponents in the Ijtst HC8.sion has declared 
Ills intention of supporting it in the future.” (Editorial from the Railway Con- 
ductor for November, 1897, p. 75.1) 

The follow ing resolution was adopted by the State legislative board of railroad 
emphiyees of Pennsylvania, at its meiding at Sunbury, Pa., April 27, 1900: 

“Whereas the relief associations now' oiierabsd by tlie Baltimore and Ohio, Penn- 
sylvania, and I’hiladelpliia and Hea<ling railroa<l companies inqtose unfair condi- 
tions on the emi)lo}eeH of said roads, inasmuch as tlu; employees are required to pay 
the largest part of tlu' money that goes to make up th(5 funds, l)ut are denied the 
right of majority I’cpre.sentation on the managing boards, and are reipiired to release 
the (•onq)anieH from responsibility for injury before they can receive benefits from 
these funds which they them.selves liave fnrni.she<l the greate.st ])art of; and as 
membershif) in these associations is practically eompul.'jory, it kee])8 employees out 
of lulior organizations, as many of tliem find it diflieult to pay th(^ <hies in both, and 
they an; therefore denied the lienetits and protection which labor organizations give 
them, ami in consequenee are left more to the mercy of the companies; and as these 
roads branch out and absorb new lines, these unjust conditions are imposed upon the 
einployees of tlio new lines taken in: Therefore be it 

“7iV.s‘o/m/, That we condemn these associations, and assort that instead of their 
object lieing tluit of lienevoleiice, as elaimeil by the compani(‘s, they are based upon 
iimiuitou.s principles, controlled by arbitrary laws, and are in violation of the laws of 
Clongress; and we earnestly ask Congress to investigaU' these a.^^soeiations and pass a 
law that will prevent their beinj^ further impo.scd upon railroa<l employees.” 

It may be said, as has been said liefore, that these are only the utterances of the 
ofii<-ers and leaders of the organ ization.s, and they do not express the feeling of the 
employees toward these relief departments, and that the em|)loyt;e.8 are perfectly 
siitisfied. President Cowen, of the Baltimore and Ohio Railroad Company, said in 
his testimony before this commission: 

“I believe that the arrangement is not only a perfectly fair one, but I think it is 
one which is approved by 99 per e.ent of our men.” (Hearings before the Industrial 
Commission on transportation, p. 896.) 

I want to say that Mr. Cowen either did not know what ho w'as talking alxiut or 
tried to misrepresent matters to this commission. Which was the case I am, of 
H^fthle to say. I had talked with many employees of the Baltimore and 
Ohio Railroad, and never heard one of them say that he was satisfied with the relief 
department, but after reading this statement of Mr. Cowen’s 1 concluded that it was 
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proper that this commission should be furnished with evidence coming direeily from 
the employees; so, with the approval of Grand M^ter Morrissey, of the Brotherhood 
of Bailro^ Trainmen, 1 sent a copy of the following circular to each lodge of that 
organization located on the Baltimore and Ohio and Pennsylvania railroads; 

The Raleigh, 

Wmliingim, D. C., February 10^ 1900, 

To aU Lodges of the Brotherhood of Railroad 'frainmen on (he Baltimore and Ohio and 

Penmylvania RailroadH. 

Dear Sirs and Brothers: The Unitcnl States Imlnstrial Commission is investi- 
gating the subject of “Railroad relief departments,” and as I have been requestcKl 
by the commission to appear before it in the near future and give testimony upon 
this and several other questions in which we are interested. I desire to be in a posi- 
tion to state to the commission exactly how the employees leel toward these associa- 
tions, and would respectfully ask you to furnish me, over the signatures of your master 
and secretary and under loagc seal, answers to the questions submitted on attached 
blank. 

Kindly fill out this blank and return to me at Hotel Raleigh, Washington, D. C., 
in the inclosed envelope, at your earliest convenience. Care will be taken to pro- 
tect the officers signing this statement. 

Fraternally, yours, H. R. Fuller. 

Cleveland, Ohio, February 11, 1900. 

Circulation of this letter with accompanying (piestions is approved. 

P. H. Morrissey, Grand Master B. R. T. 

Name of railroad system upon which your lodge is located? 

Number of members of your lodge employed on said system? 

(1) Is membership in the relief department considered by the employees to be 

voluntary or compulsorv? 

(2) Do men who seek employment receive it if they do not make application for 

membership in the relief department? 

(3) Is the blank application for membership in the relief department handed to 

the new employee without solicitation on his part? 

(4) Are the ac.tions of the company’s representatives such as to make him Ix^lieve 
that the filling out of this blank by him is necessary for him to secure employ- 
ment? — 

(5) Are employees who are already in the service and not members of the relief 

department coerced or intimidated into joining it? 

( 6J If so, in what way is this generally done? 

(7) Is the amount deducted from the j>ay of the employees each month by the 

company considered by them to be a voluntary contribution on their part, or do they 
consider that they are required by the company to pay this amount to the relief 
department? 

(8) Do you think membership in the relief department has a tendency to keep 

members out of latwr organizations on account of their lieing unable to pay the dues 
in both? 

(9) Are members of the relief department granted special privileges over those who 

are not members? 

(10) Do the employees consider it fair that upon receiving benefits from the relief 

department they should be required to release the company from resjionsibility for 
injury? 

(11) Do you agree with the opinion that the prime objects of the railroad compa- 

nies in operating relief departments are to deprive the employees of their right to 
recover for injury and to alienate their interests from our brotherhoods? 

Location of lodge, ; date, , 1900; name of lodge, ; No. of 

lodge, . 

[SBAL.] , Mailer. 

, Secretary. 

The following table shows the result of the answers of the employees of the Penn 
sylvania Bailrc^ to these questions: 
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Thfe total number of lodges making replies to the questions was 46. They came 
from 30 cities and towns in 8 different States, and represent 4,031 members. 

According to the answers received to question 1. w per cent say that membership 
in the relief department is considered by the employees to be compulsory. 

In answer to question 2, 78 per cent say that men who seek employment do not 
receive it if they do not make application for membership in the relief department. 

In answer to question 3, 94 per cent say the blank application for membership in 
the relief department is handed to the new employee without solicitation on his part. 

In answer to question 4, 83 per cent say that the actions of the company’s repre- 
sentatives are such as to make him believe that the filling out of this plank by nim 
is necessary to secure employment. 

In answer to question 5, 85 jK'r cent say that employees who are already in the 
service and not members of the relief department are coerced or intimidated into 
joining it. 

The answers to question 6 show the numerous coercive tactics employed by the 
company to get the employees to join the relief dej^rtment, Coimie these to the 
statement made by a railroad manager to Prof. E. K. Johnson, “That he did not 
care whether it was compulsory to join the association or not, for the reason that the 
indirect pressure that the corporation could bring to bear would accomplish the same 
result,” and I think it clearly proves that the employees are requirea to join these 
associations a^inst their will. (For statement of railroad manager here referred to, 
see Hearings before Industrial Commission on Transfjortation, p. 57. ) 

In answer to question 7, 97 per cent say that the amount paid into the relief fund 
by the employees is not a voluntary contribution, but that they are required by the 
company to pay it. 

In answer to question 8, 100 per cent say that they think membership in the relief 
department has a tendency to keep rnemliers out of labor organizations on account of 
their being unable to pay the dues in both. 

In answer to question 9, 57 per cent say that members of the relief department are 
granted special privileges over those who are not members. 

In answer to question 10, 100 per cent say that they do not consider it fair that 
upon receiving benefits from the relief department they should be required to release 
the company from responsibility for injury. 

In answer to question 11, 92 per cent say that they agree with the opinion that the 
prime objects of railroad companies in (jperating relief departments are to deprive 
the employees of the right to recover for injury and alienate their interests from our 
brotherhoods. 

The following table shows the result of the answers of the employees of the Balti- 
more and Ohio Railroad to the questions; 
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The total number of lodges making replies to the questions was 28. They came 
from 26 cities and towns in 7 different States and represent lj674 members. 

In answer to question 1, 100 percent say that membership in the relief department 
is considered by the employees to be compulsory. 

In answer to question 2, 100 per cent say that men who ^ek employment do not 
receive it if they do not make application for membership in the relief department. 

In answer to question 3, 100 per cent say the blank application for membership 
in the relief department is handed to the new employee without solicitation on his 
part. 

In answer to question 4, 100 j^r cent say that the actions of the company’s repre- 
sentatives are such as to make nim believe that the filling out of this blank by him 
is necessary to secure employment. 

In answer to question 6, 69 per cent say that the employees who are already in the 
service and not members of the relief department are coerced or intimidated into 
joining it. This low percentage mav be accounted for by the fact that 24 per cent 
of the answers to this question say that all belong to the relief department; conse- 
quently there is no reason to coerce them. 

The answers to question 6 are similar to the answers given by the Pennsylvania 
employees to the same question, and, a.s I have before said, show the many ways the 
company goes about it to force the employees into the association. 

In answer to question 7, 100 per cent say that the amount paid into the relief fund 
by the employees is not a voluntary contribution, but they are required by the com- 
pany to pay it. 

In answer to question 8, 92 per cent say that they think membership in the relief 
department has a tendency to keep members out of labor organizations on account of 
their being unable to pay the dues in both. 

In answer to question 0, 33 per cent say that members of the relief department are 
granted special privileges over those wno are not members. This low percentage 
may also be accounted for by the fact that 40 percent of the answ'ers to this question 
say that all belong to the relief department. 

In answer to question 10, 100 ^r cent say that they do not consider it fair that 
upon receiving lienefits from the relief department they should be required to release 
the company from responsibility for injury. 

In answer to question 11, 100 {)er cent say that they ^ree with the opinion that the 
prime objects of railroad companies in operating relief departments are to deprive 
the employees of the right to recover for injury and alienate their interests from our 
brotherhoods. 

In addition to the answers to the.se questions received from the lodges I have 
received numerous letters and papers, sent unsolicited by members of these relief 
departments, which are veir unfavorable to the departments. The following are 
soine of them. In order to fully protect the men who wrote these letters I witlmold 
their miines, but I have the original letters here with me and would like to have the 
comniisaion look them over: 

“H, K, Fuller, 

“ Washington, D. C. 

“ The relief department has made amendments to the by-laws without consulting 
the ones who pay to keep it up, and make laws in which we have no say whatever, 
and in the last lot of amendments adopted by them all of our members kicked against 
those changes, but they were made all the same and they were given to us after they 
were adopted by the officials. We had no vote in the matter and have no say what- 
ever what shall l)e the laws which govern us and what shall be done w ith the money 
we pay in, and we don’t know what becomes of it, only what they choose to put on 
pa})er and give us, and no information will be given us, as we have tried to find out 
such thinp the same as we do in our own lodge room. 

“ lours, fratenially.” 

“Mr. H. R. Fuller, 

“ Washington, D. C. 

‘‘ Dear Sir: Your letter of a few days ago was received and contents noted. The 
k ^ sheet was filled out and inclosed you for your consideration, etc:., and hope 
that the matter will be taken up at the earliest possible moment to see what can oe 
done. 

'* Of course you will understand you will have to treat our names as confidential, 
otherwise there will be consequences. 

“Fraternally, yours.’’ 
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“ Mr. H. E. Fullib, 

LegMive RepremtaUve, Washingionf D. C 
“ Dbab Sib and Brother: Yoare of the 17th received and noted. Think yon will 
find blank 0. K, now. The Pennsylvania Railroad relief is in a way not compul- 
Bory : men are employed without joining relief, but are almost forced to join aiter- 
wai^. They are m^e to believe that if they are not members of relief they may 
expect to get released at any time. 

“Fraternally, youTB.” 

“H. R. Fuller, Esq. 

“Dear Sir and Brother: I think I can give you some information that will be 
of use to you, but if you make use of the same I would ask that my name be not 
mentionea. The Baltimore and Ohio relief has a clause in their regulations which 
says that after a member becomes 66 years old and is unable to work that he will be 
pensioned. My father has been in the employ of the Baltimore and Ohio for 49 
years and has a record of never ha'dng b^n suspended. He is now 71 years old and 
unable to work. He applied for a pension but as yet has not receive it, and the 
excuse for not giving him the same is that there is not enough money in the pension 
feature to put any more on it, yet the relief has posters all around stating that they 
have money to lend employees on houses, etc. My father has been a member ever 
since it started. If this was some boss he would have got it without much trouble. 
For what 1 pay in the relief I can get about three times the benefits in other organi- 
zations. 

“Yours, in B., 8., and I. 

“ P. 8. —Please destroy this communication. “ 

'[Camden Lodge No. 257, Brotherhood of Railroad Trainmen, meets second and fourth Sundays at 
1 p. m.] 


“Camden, N. J., April 6, 1900. 

“H. R. Fuller. 

“Dear Sir and Brother: Inclosed you will find copies of letters in regard to the 
voluntary relief fund of the Pennsylvania Railroad sy^m. I have the original let- 
ters in my possession, but have promised not to divulge the names of supervisor or 
foreman. I think it would be well to have the copies typewritten, as my handwrit- 
ing is well known here, for I suppose you will Use them m your work. Hoping for 
the full success of your enterprise, 

“I remain, fraternally, yours.’’ 

The following are the copies of the letters that were inclosed with the above 
letters* 

“Pennsylvania Railroad, West Jersey and Seashore Division, 

Woodbury, January SO, 1900. 

«g . 

“Dear Sir: I think by this time you have been able to judge if will suit 

you in the gang. 

“Please get him to join the relief fund at once. If he will not, get another man 
that will. 

“Yours, truly, 

“ , Supervisor.” 


“ Pennsylvania Railroad, West Jersey and Seashore Division, 

” Woodbury, N. J., March SO, 1900. 
”ToaU Foremen, Salem Branch and Bridgeton Branch; 

“ You will arrange to increase your force April 1, one (1) more laborer, making a 
total of three (3) laborers at 12 cents per hour. Condition of employment of this 
man is that he join the relief fund; also give their full names. 

•' .Superb.” 


Now, I ask you, Mr. Chairman, to compare the answers contained in these tables, 
also these few letters, to the statement of President Cowen that the relief depart- 
ment is approved by 99 per cent of the men. Is it reasonable to think that these 
employees approve an association which they are compell^ or forced to join to hold 
their positions— an association which takes from them their legal righto because they 
draw oenefito from a fund that they themselves have created over 80 per cent of? 1 
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would answer no. The manhood and independence of these men rebel a^nst such 
unjnet conations, and they are opposed to these associations rather than in favor of 
them. If Mr. Cowen had said that 99 percent of the men were opposed to these 
associations I think his statement would nave come nearer being correct 

A very small per cent of the roads operate relief associations; but they are slowly 
growing, and the It^ lines which now operate them are leasing and buying in new 
branches. The relief departments are introduced on the newly aci^uirea lines, and 
in this way are being extended year by year. Speaking theoretically, I believe, 
from a competitive standpoint, that the roads which operate relief departments have 
an advantage over those which do not, inasmuch as they reduce damage suits, which 
must mean thousands of dollars to the companies each year. This was practically 
admitted by Mr. Cowen when he said that these associations had almost entirely 
done away with damage suits. To put all roads on the same level in this regard 
means that we must do one of two things— allow these departments to be extended 
to all roads, which would be to extend an evil which the employees would bitterly 
resist, or prohibit their further operation by the roads now having them. 

Section 10 of the act of Congress approved June 1. 1898, forbids the making of 
membership in these associations a condition of employment. It also forbids the 
employer from requiring the employee to enter into these contracts releasing the 
employer from responsibility for mjury| but this law is being openly violated and 
dened. In order to show to the commission how boldly these railroad companies 
do this, I will quote that part of the law applying to such cases and then quote some 
of the words used by these companies in defiance of it. The law reads: 

“That any employer subject to the provisions of this act, and any officer, agent, 
or receiver of sucn employer * * * who shall require any employee or any per- 
son seeking employment, as a condition of such employment to enter into a contract 
whereby such employee or applicant for employment shall agree to contribute to any 
fund for charitable, social, or beneficial purposes, to release such employer from 
legal liability for any personal injury by reason of any benefit received from such 
fund beyond the proportion of the benefit arising from the employer’s contribution 
to such fund, * * * is hereby declared to oe guilty of a misdemeanor, and, 
upon conviction thereof in any court of the United States of competent jurisdiction 
in the district in which such offence was committed, shall be punish^ for each 
offence by a fine of not less than one hundred dollars and not more than one thou- 
sand dollars.” 

Letter of President Huntington, of the Southern Pacific Railway, to the employees 
of that road on Febraary 15, 1900: 

# Applicants for employment after March 1, 1900, must become mem- 
bers of the relief departments before entering the company’s service.” 

President Cowen, of the Baltimore and Ohio Railroad, when testifying before this 
commission, after having had this law read to him, said: 

“If it is sought by that act to change the agreement that is made between the 
railroad company and its employees, I should say that the act is invalid— that a 
party has a perfect right to make that agreement on his part, and the railroad com- 
pany has the right to make that agreement. I should taae that position unhesitat- 
ingly, even if I thought that act covered our department. It is an enormous advantage 
to the employee.” 

He was then asked this question: 

“As a lawyer, would you not take the position* that the law should be complied 
with until declared unconstitutional?” 

To this he answered: 

“No; I would not. On the contrary, the onljr way you are going to get a decision 
as to its constitutionality is not to comply with it.” 

This convinces me that the law on tnis question is inadequate, and that as long as 
these relief associations are allowed to exist, just so long will these companies take 
unfair advantages of the emploveesj and I think the only effective remedy is to leg- 
islate these associations out of existence by prohibiting railroad companies from 
operating them. I would, however, reauire the railroad companies to still carry the 
insurance of those employees that they nave forced into the associations and have 
become so crippled or grown so old that no other insurance company will insure 
them. 

Orffani^ions of empbyees.— The objects sought by these organizations are to better 
the conditions of their members by securing better pay, shorter hours, and in a gen- 
eral way bettering the conditions of employment. This is done through committees 
representing the employees and the managements. Th^ have also been instrumental 
in securing the pasm^ of laws by Congress and the State legislatures which have 
been of considerable benefit to the employees. They also seek to raise the moral 
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standard of the employees, and in this, as well as in the other objects sought, the^y 
have b^n to a great degree successful. The control of these organizations over their 
members is such that they generally live up to the laws and are governed by the will 
of a lawful majority on all questions. The employees who are not members of these 
organizations receive most of the lienefits that are procured through the organim- 
tions, the only exception being that when they are wrongfully suspended or dis- 
charged they do not have the organizations to assist them. It would teke many 
volumes to tell all the good that has been accomplished by these organizations. The 
proportion of the employees of the departments represented by these organizations 
who belong to the organizations varies some. On some roads nearly 100 per cent 
belong, wmle on others it is as low as 75 per cent. 

Disputes and differences between employers and employees.— Hhe usual subjects of dis- 
pute are increases and reductions m wi^es and conditions of employment. There 
are also many disputes over men being suspended and dismissed from the service 
wrongfully. Of late years strikes have not occurred very often on railroads. This 
is due to the fact that the employees are well organized and the officers of the roads 
give more consideration to their complaints. These organizations do not strike until 
all honorable means have been exhausted to settle the difficulty otherwise. Strikes 
are conducted in a peaceful and law-abiding manner, the leaders always counseling 
against violence. The effects of strikes, if resorted to for good causes, are beneficial 
to the employees, even if they are not the victors, for it demonstrates to the employers 
that the men will resist injustice when it is imposed upon them. 

Difference between strikes and boycotts. — The difference oetween a strike and a boycott 
is, that in a strike the employees withdraw from the service of the employer; and a 
boycott is to injure the employer’s business by inducing others not to patronize his 
business. 

^ Conciliat^ion, mediation^ and arbitration.— I am a firm believer in conciliation, media- 
tion, and arbitration. The employees generally seek these means of settlement of 
disputes, but the employers as a rule do not want to submit questions to arbitration. 
They generally meet the proposition with the answer that they have nothing to 
arbitrate; or, if it is a question of an increase in wages, they say that this is a ques- 
tion that they can not afford to submit to outsiders lor settlement; and if it is a 
question of some wrong being imposed upon the employees by the management, they 
will say that it is a question of management, and they can not afford to let outsiders 
say how they shall manage their road. They do not want to arbitrate, and these 
excuses are given rather than openly say that they are not in favor of arbitration. 

I/xws and judicial decisions to r^ress strikes.— Tho interstate commerce and antitrust 
laws have the effect of more or less repressing strikes. Whether these laws were so 
designed, or whether it is the construction put upon them by the courts, I am unable 
to say. 

I have this to say, however, that our experience in the last few years with the 
three different departments of our Government has proven to us that the legislative 
and executive branches have been inclined to deal tairly with us, while the judicial 
branch has been inclined to oppress us. The result of this has bt^n to create among 
the working class of jieople a feeling of distrust and a lack of confidence in our 
courts. 

Transportation of United States mail and its effects on strikes.— The transportation of 
United States mail is a matter that figures very prominently in strikes upon rail- 
roads. The companies are quick'to take advantage of the fact that any stoppage of 
the mail means that the influences and forces of the United States Government are 
brought into action to again start the mails to moving. In many instances striking 
employees have agreed to work and transport the mails themselves, providing cars 
which did not contain United States mail were not put in the same train. The com- 
panies would not agree to this and would allow the mail to be delayed for days, 
where it could have been taken through with very little or no delay, all fur the pur- 
pose of getting the support of the United States authorities and, prejudicing the 
public mind against the strikers. I am not in favor of force; wherever it is resorted 
to by strikers or others it should be put down; but I believe that men should not be 
punished for interfering with the United States mails when they do not interfere 
with them. I believe tnat when it is clearly shown to the United States authorities 
that the mails can be moved without delay the Government should require the com- 
panies to do so, and not allow them to be delayed for the sole purpose of getting 
other cars through with them and to prejudice the public mind. If the public 
would stop long enough to look into the Question they would put the blame where 
it belongs; but they do not do this, and tne strikers have to stand all the blame. I 
have heard of cases where the mail that should have gone in one car was divided up 
and a sack or two put on each of several trains solely for the purposes I have just 
mentioned. 
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Compuitory arWircrfion.— While I am a finn believer in arbitration, I do not think 
compulsory arbitration is a safe thine for the workingmen. If arbitration was com- 
pulsory, it would only be a matter of time until courts would be made arbitrators, 
and their decisions would be more or less the result of corporation influence, as is 
now the case so many times. To make arbitration compulsory would in effect 
destroy the thirteenth amendment to the Constitution of the United States, which is 
the greatest safeguard the working people have. I think the only arbitration that 
should be had is that which is mutually agreed upon by both sides to the controversy. 

Use of intoxicanls by railway employees.— iLharQ was a time when intoxicating liquors 
were used bv railway employees to an extent that endangered their own lives and 
the lives of the public, but I am glad to say this is not the case now. This reform 
has been brought about, I might say, by thes0 oiganizatibns. It is true that many 
companies have very stringent rules a^inst drinking, but they have not had the 
effect that these organizations have. It would be hard to find a railroad official who 
has had any dealings with these organizations who would not say that the oiganiza- 
tions sliould be given a great amount of credit for what they have done toward rais- 
ing the moral standard of the employees. 

Effect of rate wars upon railway wages.— 1 can not give you any positive evidence of 
where rate wars have directly affects wages, but there is no question but what wages 
are more or less dependent upon the revenues received for the transportation of 
freight and passengers. One of the great arguments used by railroad companies 
against increases in wages is low freight rates. The employees dislike to see the 
earning capacity of the roads diminished; but, on the other hand, they like to see the 
roads prosperous and making money, Ixicause it gives them an opportunity to ask 
for better wages and shorter hours without any fear of being met with the argument 
that the revenues will not permit the granting of these requests. 

Effect of ticket brokerage upon railway wages.— The same arguments that I have used 
against rate wars are equally as applicable to the question of ticket brokerage. There 
is no doubt in my mind but what the scalping business has taken many dollars out 
of the earnings of the roads. Sneaking m a general way, the scalping business is 
based and built upon deception, fraud, and forgery, and it should be prohibited by 
law. That class of employees which has the greatest grievance against the scalping 
business is our {lassenger conductors. The extra amount of work necessarily put 
upon passenger conductors by the companies, in order to protect themselves from 
the scalper, together with the many unpleasant duties they are required to perform 
in order to carry out the rules ana protect themsekes, have made that position a 
very disagreeable one. 

I have lu're a few samples of tickets and mileage books that we use, and I will 
endeavor to explain to you just how they are to be treated by conductors, when pre- 
sented for transportation, and the extra precautions that they are required to take to 
assure themselves that they have not been manipulated by the scalpers. 

^ Effect of watering stock on railway wages. — If stock is watere<l the difficulty in pay- 
ing dividends on all the stock becomes greater, and this, I believe, has a tendency to 
affect wages. 

^ect of railway consolidatwns upon railway employment and wages. — The effect of 
railway consolidations has in some cases been detritriental to employees, while in 
others it has been beneficial. 

In ^es where the wages and conditions of employment are unfavorable on the 
absorbing lines, the employees of the lines absorbs are required to submit to these 
unfavorable conditions. Particularly is this so in regard to relief associations, as the 
lines oi^erating them generally extend them to the newly acquired roads. 

In cases where the wages and conditions of employment are more favorable on 
the absorbing lines, the employees of the lines absoroedf generally share in these good 
^‘onditions. I have known of many cases where small branch lines have been 
absorbed and the employees thereof were benefited to a great degree by the consoli- 
dation, for the reason that the wages and conditions on the absorbing lines were b^ 
ter than on the small lines. I believe, however, that much of this difference is due 
to the fact that the employees on the large lines are well organized and have brought 
about these good conditions, while the employees on the small lines were not organ- 
iz^and did not have the tome opportunities for bettering their conditions, 
(Testimony closed.) 
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Washington, D. 0., June U, 1900. 

TESTIMOITT OP MB. X. K. BACOM, 

Freight Manager of the Michigan Alkali Company. 

The commission met at2n. m., Mr. A. L. Harris presiding. At that time Mr. 
M. K. Bacon, of Wyandotte, Mich., freight manager of tne Michigan Alkali Company, 
was introduced pj a witness, and, being duly sworn, testified as follows; 

Q. (By Mr. Kennedy.) Please state your name, post-office address, and occupa- 
tion. — A. M. R, Bacon; post-office address, Wyandotte, Mich.; manufacturing busi- 
ness. 

Q. (Bv Mr. Farquhar.) You said manufacturing business; what is your relation- 
ship to this company?— A. I manage the freight matters. 

Q. You mantle the freight matters for this company?— A. Yes. 

Q. (By Mr. Kennedy.) Have you a paper whicn you d^ire to read to the com- 
mission?- A. I have. 

Q. You may read your paper. 

(The witness read ni.H paper, as follows:) 

The Michi^n Alkali Company was established by Capt. John B. Ford, “the 
father of the Plate Glass Industry in America," and founder of the Pittsbuig Plate 
GIms Company (but not of the trust). It is strictly a family affair, a family corpo- 
ration consisting of himself, his 1 surviving son, and 3 grandsons, and 6 grand- 
daughters, no one outside of the family owning a dollar’s worth of stock. 

The manufacture of our principal products is based on salt, of which we have a 
stratum averaging over 300 feet in thickness, underlying our property. Labor enters 
largely into the cost of manufacture. We employ about 2,000 men, and, counting 
the raw material, w'hich exceeds 1,500 tons daily, it would be safe to say that over 
80 per cent of the cost would be for labor. We pay good wages to the laborer, the 
common lalxirer at our quarry getting $1.60 per day, and we pay all employees in 
cash at remilar intervals. We consume daily 700 tons of coal, 100 tons of coke, and 
700 tons of limestone, and, during the year, many hundred tons of ammonia; and 
send forward, every day in the year, 600 tons of finished products, consisting of car- 
bonate of soda, commonly known as soda ash, bicarbonate of soda, caustic soda, and 
600 barrels of Portland cement. 

The soda ash is what is known as light or soap makers’ ash and dense or glass 
makers’ ^h, the average test of each being above 58 per cent pure alkali, and is 
shipped in bulk, bam, and barrels— light am in bags of 200 pounds each, dense ash 
in bam of 400 pounds each, light ash in barrels of 300 pounds each, and dense ash in 
barrels of 670 pounds each. 

Bicarbonate of soda is the baking soda of commerce, and is shipped in bags, kegs, 
and barrels, the barrels weighing 420 pounds each, including barrel. 

Caustic soda, for soap makers, refiners of oils, etc., is shipped in sheet-steel drums 
of 760 pounds each. 

Portland cement is shipped in barrels of 400 pounds each, or bags of 100 pounds 
each. 

We ship in carload lots, and to the full capacity of the cars, and our products are 
pretty well distributed over the Unrte4 States, except to some parts of the West and 
South, where the freights are against us. 

It is in reganl to freight matters that I would make a short statement, basing ray 
conclusions on our own experience in shipping our products— heavy freight. 

Our inconaing and outgoing freights amount to over 2,000 tons daily, so you will 
see that freight matters are quite an item to us. 

Our barrelf goods take barrels about the size of a flour barrel, and the drum of 
caustic soda is about the shape of the barrel, and takes up the same space in the car. 

To show you the relative size and weight of our packages, we will use for illustra- 
tration a barrel of flour, which (including barrel) weighs 212 pounds— though flour 
in the market is a much more valuable product; and we will take 15 tons as a mini- 
mum carload: 

A barrel ol floor weighs 212 pounds; a 15-ton car would contain 143 barrels. 

A barrel of dense ash weighs 670 pounds; a 15-ton car would contain 62 barrels. 

A barrel of li^ht ash weighs 800 ^unds; a 15-ton car would contain 100 barrels. 

A barrel of bicarbonate weighs 4^ pounds; a 16-ton car would contain 70 bawls. 

A barrel of cement weighs 400 pounds; a 15-ton car would contain 75 barrels. 

A drum of caustic weighs 750 pounds: a 15-tou nw would contain 40 drums. 

You can readily see that our products must not be considered or classed with light 
freight that takes up space in the cars, without the weight to make even the mmi- 
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raum carload of 16 tons, when loaded to the full ca^ty of the car, nor should it be 
classed with bulky, unwieldy freight that would take several men to handle in load- 
ing and unloading. Oiir goods are compact, put up in packages that are easily 
handled, and every car is loaded to its full capacity, and, as a rule, we send forward 
our shipments in carloads of 20 to 30 tons each. 

Yet the railroads charge us at the rate of $1.09 to take a barrel of ash to Boston, 
when shipping in carload lots, or $1.42^ for a drum of caustic, while they will take a 
Imrrel of flour to the same place for 37 cents (based on 1899 rate). We under- 
stand, of course, that flour is a staple article and should be favored in making freight 
rates, but that favor should not be carried to extremes. 

For the better comparing, I will tabulate the freight, carload lots, to a few of our 
principal shipping points on a barrel of flour and four of our products, from 
Wyandotte, to wit: 


To- 

Barrel 

1 dense ash. 

Barrel 
light ash. 

Barrel bi- 
<arbonate. 

Drum 

csaustlc. 

Barrel 

fl(tur. 


1 Cmbi. 

Centtt. 

Cents. 

Cents. 

Ctniis. 

Boston 

109.3 

57 

79.8 

142.5 

37.1 

New York 

91.2 

48 

67. 2 

120 

32.8 

Philadelphia 

! 79.8 

42 

68.8 

105 

23.6 

Baltimore 

74.1 

39 

54.6 

97.5 

27.6 

Richmond 

94 

49.6 

69.3 

123.7 

26.5 

Chattanooga 

159. G 

84 

205.8 

285 


Atlanta 

205.2 

108 

260 

405 


N(‘W Orleans 

188.1 

98 

138.6 

247. 5 


Memphis 

102.6 

54 

75.6 

136 









For the purpose of making comparisons, let us sec what the freight on our products 
would 1)0 per car, taking a minimum carload of 15 tons, and also see what the freight 
would bo on an average train of 30 cars, supposing we shipped a train load to these 
same points, also giving the approximate number of miles from Wyandotte that the 
car would travel, to wit: 


To- 

Miles. 

Product. 

Railroad 

charges, 

carload. 

Railroad 
charges, 
train of 80 
cars. 

Rate per 
100 

pounds. 


760 


1 

$57.00 

48.00 

$1,710 

1,440 

1,260 

1,170 

1,485 

4,410 

5,8.50 

2,970 

2,070 

Cents. 

19 

New York 

700 



16 

Philadelphia 

656 

do 

42.00 

14 

Baltimore 

698 

do 

39.00 

13 

Richmond 

774 

do 

49.50 

16* 

49 

Chattanooga 

578 

Bicarbonate 

147. 00 

Atlanta 

716 

do 

196.00 

65 

New Orleans 

1,000 
! 700 

Ash, bicarbonate and caustic 

99.00 

.33 

Memphis 

do 

69.00 

■23 




There must be something wrong with a system of freight making, of freight classi- 
fication, that would produce such figures as these. Why should it cost $195 to haul 
a carload from Wyandotte to Atlanta, a distance of 710 miles, when you can take the 
^me carload from Wyandotte to New York, about 700 miles, for $48? Why should 
it cost $4,410 to haul a train load from Wyandotte to Chattanooga— 578 miles— when 
you can take the same train load 656 miles, to Philadelphia, for $1,260? Why 
should the rate be 23 cents to Memphis and only 16 cents to New York, the distance 
from Wyandotte to either place being about the same— 700 miles? 

There is something wrong with a freight classification that puts bulk, keg, bag, and 
l)arrel goods in the same classification as paper-package goods, as is the case in claasi 
fying all bicarbonate soda, putting it in the fifth class. 

There is something wrong in a system of freight classification that makes the freight 
from Wyandotte to Chattanooga, Tenn., 28 cents per 100 pounds on soda ash, and 38 
cents per 100 on caustic soda, a difference of 10 cents per 100 pounds, when all of our 
shipping points north of the Ohio River put these two products in one and the same 
class— the sixth class. 

There is something wrong with a system of freight classification that makes a rate 
of 36 cents on soda ash, anci 54 cents on caustic soda, a difference of 18 cents per 100, 
from Wyandotte to Atlanta. 

Thefe is something wrong with a system of freig:ht classification that permits the 
different traffic associations to make the c lassifications of the same products different 
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in the different asaociationB. One clasBification of the same productg should hold 
good in each and every other traffic-oisociation territory into or through which it 
may pass. 

One classification of the same product should be sufficient and that classification 
should be the same on that product all over the United States. 

There is something wrong with a system of freight classification that permits the 
traffic associations to raise the freight rates at pleasure at any time during the year. 
This puts the manufacturer all at sea in making contracts, when he has no assurance 
that the rates on which the contract is based may not be raised at any tinie during 
the life of the contract. As witness the freight rates on our products from Wyan- 
dotte, Mich., to Richmond, Va., within the year 1899 raised from 13 cents per 100 
(same rate as Baltimore) tc 24 cents per 100, then changed to 16^ cents per 100; 
then, on January 1, 1900, l)ack to 13 cents per 100; then, on January 23 (less than a 
month) again raised to lOJ cents per 100. 

Can it l:>e contended that such a vacillating policy is right? Doesn't justice to 
both the manufacturer and consumer demand that there should be some stability in 
making and maintaining reasonable freight rates? 

There must be something wrong in a system of freight classification that permits 
not only an excessive but a prohibitive freight rate to Southern seaboard cities and 
cities contiguous thereto or within a few hundred miles where ocean freights come 
into competition. As witness the freight rate of .30 cents fier 100 on soda ash, 54 
cents per 100 on caustic soda, and 05 cents on bicarbonate soda from Wyandotte, 
Mich., to Atlanta, Ga., where English products (‘an be delivered via Savannah at a 
much lower rate. And witness nirthera rate of 23 cents per 100 from Wyandotte 
to Memphis, and a rate of 33 cents per 100 from Wyandotte to New Orleans, while 
the same goods are laid down in New Orleans from Liverpool, England, with a 
freight rate of only 10.7 cents per 100 Why is it that we can meet the English 
competition of the B'astern seaboard cities and jioints contiguous thereto and not in 
Southern cities? It is all owing to a system of classification by traffic associations 
that permits such prohibitive freight-rate making. 

Where there is a wrong, there should be a remedy. That remedy must come 
through legislation— through Cougre.ss. 

There should lie but one traffic association in the United States; that traffic associ- 
ation, under the supervision of the Interstate Commerce Commission, should make 
all the freight schetiules. 

There shou Id be no Central Traffic Association. There should be no Western Traffic 
Association. There should l)e no Southern Traffic A.ssociation. ()jie traffi(' association 
is enough. I.Kjt one traffic Jissociation make the freight rates, and then we will know 
what those rates are. As it is, we are all at sea. We start our goods under one 
classification. They may pass through one or two other traffic association's terri- 
tory, and finally arrive in another, taking a different classification through each dif- 
ferent traffic a.ssociation’s territory which it may pass or enter. The different traffic 
associations now have different rates. Compare the Central Traffic Association rates 
witli those of the Western. Then compare those two with the Southern Traffic 
Association. Go west of the Mississippi River or south of the Ohio River, and you 
are all at sea when comparing their classifications with those of the Central Traffic 
Association schedules. 

Take our products— caustic soda, soda ash , and bicarbonate— for illustration. They 
each take the same classification to Boston, New York, Philadelphia, Chicago, and 
to all the principal points north of the Ohio River and east of the Mississippi, but 
cross either of the rivers, and you will find a different classification for each product— 
a general “mix up.” 

The recent raise in freight rates on some products is an outrage on both the manu- 
facturt'r and consumer. 

I l)elieve 1892 was considered “flush times” with the railroads of this country. 
Then came a time of depression in all kinds of business, but the railroads did not 
put down their rates during these hard times, and the rates considered high enough 
for the flash times of 1892, and which have been prevailing ever since up to the end 
of 1899, should be high enough for 1900. They claim the cost of equipment has 
been increased, but that increase is offset by the decreased cost of operation, which 
has been reduced to a minimum. 

The reports of the railroads show that their earnings have increased, while the 
cost of operating the roads has decreased, and these same reports show that the rail- 
roads made good dividends with the rat^ existing in 1899, and there was no good 
reason to raise the rates on January L 1900. But they say they must share in the 
prosperity of the country. They did and would share in the general prosperity 
under the old rates, as shown by the increased business that exceeds the capacity 
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and equipment of the road, bo much so that they have been troubled to take care of 
and move the business that has come to them from the general prosperity of the 

^^Pros^rity is not stimulated or advanced by raising freight rates, but by the accu- 
mulating and increased volume of business. 

The people and the factories of the United States gave the railroads business when 
business was stagnant— all through the hard times— when there was scarcely a margin 
for profits. Now that they have a possible chance to make good their losses, they 
are asked to share their profits with the railroads by paying increased freight rates. 

Freight traffic should so adjusted that the rates would have a tendency to build 
up the country and encourage manufactories and help the people generally along the 
routes traversed by or contiguous to the different railroads of the country. 

All manufactories must have raw material, and for diversified industries you sel- 
dom, if ever, find all the raw material in one locality. You must depend on the 
railroads to bring the different materials together. Everything depends on reason- 
able freight rates. In localities where freights are excessive, you will find no big 
factories. 

Take the South, for illustration, with its great natural resources. It should be 
the home of the biggest manufacturing plants in the world. Let the railroads give 
that country reasonable freight rates, then w'atch the country prosper. Then see 
the diversified industries that will gather there. Then note the increased business of 
tlie railroads from every point of the compass to hergrowing manufacturing centers. 
I can Bt*e no effort or disposition on the part of the railroads to bring this about. It 
can only come from a reasonable and just classification of freight rates, by one traffic 
association, under the supervision of the Interstate Commerce Commission, which 
must be given power to enforce its mandates. 

The transportation problem is one of the biggest problems now confronting the 
American people, and it is growing in magnitude daily, and the quicker Congress 
grapples with it the better for the people and the better for the railroads themselves. 

There was no good reason for the recent raise in freight rates. The dividends 
earned by the railroads in 1898 were greater than were ever earned in the history 
of any country. So 1898 must have been an exceedingly prosperous year for the 
railroads. Yet we find that for the year ending June 30, 1899, the gross earnings 
exceeded the previous fiscal year by $59,927,186, the total gross earnings being 
$1,307,253,484, When you consider that it is estimated by the railroads themselves 
that more than 80 per cent of any line’s income is derived from freights, you will 
readily conclude that there was no necessity for the lailroads to raise their freight 
rates this year. 

While on this subject of freight matters, it may not be out of order to give you a 
few words in regard to the freight on our fuel supply. To burn our 700 tons of lime- 
stone daily we must bum 100 tons of coke. To keep our machinery running, we must 
burn 700 tons of coal each and every day throughout the year. The freight rate on our 
coke has been raised 55 cents per ton above last year’s rate. This is $55 pcT day on 
our 100 tons daily supply, or, in other words, we will have to pay $20,075 more 
freight on coke, alone, tins year than we did last year or any previous year. What 
do you think of that? An advance of $20,075 on one year’s supply of coke alone. 

In answer to our protest on this raise, the Norfolk and Western Railroad says: 
“ The advance in our rates over last year’s is 66 cents. I do not know what has 
been the advance in the oven price of coke to the Alkali Company, but I venture 
to say that it is nearly, if not quite, three times 55 cents. It would seem, therefore, 
that the complaint is more appropriate to the coke people than to the railroad 
company.” 

I sup^se that this answer is based on the theory that if you find a man that has 
been robbed of everything but his clothes, you must pitch in and take the clothing. 

We have also heard that the freight rates on coal would be raised. In this con- 
nection I want to call your attention to a statement of Mr. A. L. Fuller, of the 
Anthracite Coal Operators’ Association, to wit: 

“Railroads do not sign written agreements when they enter into a pool to control 
a certain product, but there is an a|?reement between the roads of the anthracite 
coal district of Pennsylvania that is ]ust as binding as any agreement ever written. 
They are combined not only to control the rat«3 on coal, but also to control the 
price of coal, and they will permit only a certain amount to be hauled at any rate, 
in order to keep the supply down and the price up. 

“There has never been a time in the history of the trade, no matter how great the 
demand, when the mines were allowed to produce all they could. The roaos do not 
tell us that they can not furnish the cars— they simply say they will not; and if one 
appealed to the law he would be involved in htigatiOQ that would last a lifetime.” 
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We put in a protest to the trafSc association that met in New York Ci^ on Janu* 
ary 22 against the raise in freight rates on our different products. To this pro- 
test we received answers from the chairman of tlie Central Freight Association and 
the chairman of the Official Traffic Association. Entirely dinerent answers were 
made, and, as neither touched a single point in our protest, wo are forced to the con- 
clusion that but very little attention is given to the protests of shippers; but the 
(Antral Freight Association admits, in its answer, that no one of the traffic associa- 
tions knows the reason of the rates of any of the other traffic associations. 

Where there is so much smoke there must be some fire. Something must be 
wrong somewhere. The railroads must be at fault. 

In the traffic association is where a great deal of the trouble lies. Somethingmust 
be done to remedy the wrong. I realize that no person should criticise openly 
unless he is able to suggest a remedy, and that that remedy should be open to criti- 
cism. My suggestion is this: 

There should be but one freight or traffic association, and that association should 
be under the control of the Interstate Commerce Commission, with power given the 
commission to enforce its mandates. That association should be composed of 6 rail- 
road men and 3 business men, representing business independent of the railroads. 
The G railroad men should be practical railroad men, selected or suggested by the 
railroads themselves and appointed by the Interstate Commerce Commission— one 
from the Atlantic coast, one from the Pacific coast, one from the Gulf coast, one 
from the Great liskes section, and one from the middle interior; the salaries, if 
feasible, to be paid by the railroads; and the other 6 members should be appointed 
by the Interstate Commm'e Commission and paid by the Government, and should 
represent the G classifications of freight, and be appointed from shippere represented 
by the class of freight which each represents (or of which class of freight he handles 
the greater quantity); that is to say, there should be a member representing the first 
claas to 1)6 appointed from shippers of freight taking that rating or classification; 
then a member representing the second class, the third class, the fourth class, the 
fifth class, and the sixth class, each to be chosen from shijipers of freight taking the 
rate or classification which he is to represent, these 12 members to hold quarterly 
or monthly meetings to fix rates, etc., all rates to be promulgated by the Ist day of 
October in each and every year, and to take effect and be in operation for one year 
(unless lowered) from the 1st day of January following; and no raise in rates shall 
take effect during the year. 

The Cullom bill is all right in some particulars, but, in my opinion, it does not 
wholly cover the ground that should be covered by national legislation at this time. 
The bill introduced by the Hon. Henry C. Smith, of Michigan, is all right as far as 
it goes, but does not go far enough. 

I recognize the value of the railroads to this country, and would not do them an 
injustice. I also recognize the right of the people, and would see justice done them. 

The railroads are public carriers. They must depend u{)on the people for their 
business. When the people prosper, the business of the railroads is increased, and 
they prosper. When freight rates are advanced and made to pay all the product 
will war, or more, it strikes directly at the people, the consumers, and swells the 
prosperity of the railroads many hundred per cent at the expense of the people. 

The incre^d business of the country is sufficient compensation to the railroads 
without raising the freight rates. For proof of this assertion, you have simply to 
refer to the reiiorts of the railroads themselves for the years 1898 and 1899. 

The railroaas can condemn, take private property, and build wheresoever they 
will; they can go through your yard, through your farm, tear down your house. 
They are granted public franchises. They carry the Government mails. Their 
pro^rty is protected by the laws of tlie country. Then is it any more than right to 
ask that all traffic rat^ should be under the supervision of their protectors, the 
United States Government? 

The reason given by the railroads for the existence of so many or different freight 
or traffic associations is that the Eastern railroads do not know the conditions with 
which the Western roads have to contend in fixing classifications and freight rates; 
that the Northern railroads do not know the conditions prevailing, and which must be 
considered by the railroads of the South; that the East, the West, the North, the South 
do not know the conditions of the middle interior, and vice versa. Hence they con- 
tend that the different freight or traffic associations are necessary. It is to overcome 
these objections, or to meet these reasons, rather, that 1 would select railroad men 
from the different parts of the country, as heretofore suggested. This would be treat- 
ing the railroads with fairness, while the business men, independent of the railroads, 
selected from shippers distributed over the country, representing the six different 
fieight claadfications, would be fair to the shipping interests of the country. This 
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may look likearatherlAiigemibrominissionorftaBociation, but, on the other hmdr look 
at the number of men required by the railroads to do this same work. It would 
require more work than the Interstate Commerce Commission could attend to, and 
as millions, yen, billions, of dollars are involved, in which the people are interested, 
this subcommissiou or association should be large enough to do the work right; and 
while it should be under the supervision of the Interstate Commerce Commission, 
that commission of itself, for want of numbers, would be unable to do the necessary 
work thoroughly and systematically. 

Vice-President Clough, of the Great Northern Railroad, makes the statement that 
he is opposed to the pending amendments to the interstate-commerce law, l^cause they 
give juaicial power to the Interstate Commerce Commission and make its decisions 
final. He says that it would be impossible for the commission to establish rates and 
cla.ssifications of freights in all parts of the country without knowing the local con- 
ditions and requirements that bear upon the question. If Congress can delegate 
power to a commission to levy and collect taxes and regulate other matters in the 
new possessions, it surely could delegate the supervision of freight classifications and 
rates to a commission— the Interstate Commerce Commission. 

There should be an increase in the President’s family— I mean his political house- 
hold— to the extent of creating two new departments, at least, in his Cabinet. There 
should be a department of transportation and a department of manufactures. The 
business interests of the country warrant it, and present conditions demand that more 
attention be paid to these matters. 

Now, while we are teaching statesmanship to our swarthy neighbors of the Antilles, 
or establishing a habitation for the Goddess of Liberty in the Sandwich Islands, or 
wrapping the American flag around the dusky inhabitants of Samoa, or giving “up- 
to-date” civilization to the island of Guam, or while chasing that little brown man 
of the Luzon, or while serenely watching the eventual destruction of that small 
cradle of liberty in South Africa by overwhelming numbers, where the wild Boer 
has proven him.«elf the equal of the British lion, man for man; while contemplating 
all these things let us not foiget that we have matters— big problems— that demand 
our attention right here at home, and that the freight transportation problem is one 
of tliem, and should have serious consideration by our national legislators. And 
due consideration should be given to the schemes for ship canals from the Mississippi 
to the Great Lakes, and from the Great I^kes to the Hudson, with a view to helping 
to solve the inland transportation problem. 

Then there is the trust problem, which you have been considering. Then there 
may bo another problem— a railroad trust — confronting us. As to whether a combi- 
nation is right, depends upon the object for which it is organized. No combination 
is right that would curtail the reasonable wages now paid for labor or that would lie 
detrimental to the people. No combination is ri^ht that is organized to increase 
the coat of the necessaries of life or a^^inst the business interests of the country. No 
combination is right that would limit the resources of the country or that would 
have a tendency to stagnate the growth and improvement of the country. No com- 
bination is right that has for its object the anninilation of reasonable competition in 
any branch of business. 

A railroad trust might mean all these and more too, and should have due 
consideration. 

I take the following extracts from an interesting two-column article in the New 
York Commercial Advertiser, of date March 12, 1^, under the headlines: 

MJGHTV POOL OP RAILWAYS— COAL TRADE IN ITS GRASP, ETC. 

* * * The impression has gone out that the reduction in freight rates made last 
Saturday by the Eiastern Trunk Line railroads, because of the uprising against the 
heavy advances made January 1, will very greatly lessen the anticipated profits of 
the railroads. Such, however, is not the case. Most of these reductions cover less 
than carload lots and do not greatly affect the great bulk of tonnage. . Furthermore, 
the effect of the 15 per cent cut on third-class practically amounts to the restoration 
of these rates in a few cases to the basis prevailing before January 1, and is, in reality, 
onW a sop to small shippers. 

Ime situation is but little changed in regard to the enormous profits of railroads 
under the new classification. 

ProjUi The increased profits in coal, as a result of the advances in trans- 

portation rates, some already announced in certain parts, and others to be named on 
April 1, will increase the revenues of the railroads upward of $16,484,314 in this one 
industry alone. But the aim has been to take in other large products, and a careful 
computetion of the increased profits that will accrue to the railroads gives a net gain 



78 HUABINGS BEFOEK THE INOU8TRIAL OOMMlSSIOlf. 

of more than |®1.000,000 annually for nine of the leading trunk lines. The railroads, 
for which statistics are here mven, are the New York Central, Pennsylvania, Erie, 
Delaware, Lackawanna and Western, Lehigi. Valley, New Jersey Central, Reading, 
Baltimore and Ohio, and Delaware and Hudson. In each case the data is for the 
last fiscal year, with the exception of the New Jersey Central, in which the figures 
of 1898 are used as a basis for computing the increase. Following are the tabulated 
exhibits: 


PROFITS ON COAL AND COKE. 

Table 1. — Increased profits of $16,484^000 on coed and coke and more than $15,000,000 
on other freight as result of advances in rates. 



Coal and 
coke (aver- 
age advance 
15 cents a 
ton). 

Other freight 
(average 
advance 10 
cents a ton). 

Total freight 
and extra 
profits. 

New York Central.. 

Tons. 

Tons. 

Tons. 

Pennsylvania 

32,216,450 

11,363,040 

7,278,218 

13,067,536 

5,085,718 

13,735,816 

13,712,273 

6,767.170 

68,483,587 

13,553,304 

6,330,297 

8,467,046 

11,88.5,928 

11,341,905 

4,373,936 

100,700,037 

24,916,944 

12,608,507 

21,534,582 

12 9,‘)9 918 


Delaware, Lackawanna and Western 

Lehigh Valley 

New Jersey Central 

Reading 

26* 121 243 

Baltimore and Ohio 

2 . 5 ; 057! 178 
11,141,106 

Delaware and Hudson 



ADDITIONAL PROFITS. 


New York Central 

$999,243 
4,832,467 
1,704,546 
1,091,731 
1,960,130 
762,857 
2,060,297 
1,056,838 
1,015, 105 

$1,870, 152 
6,848,3.58 

$2,869,395 

Pennsylvania 

Erie... 


Delaware, Lackawanna and Western 

633, 0*29 
846, 704 
787, 420 
1,138,592 
1,134,490 
437,393 

1,624,7«) 

2,806,831 

1,550,217 

3.198,889 

3,191,328 

1,4.52,498 

Lehigh Valley 

New Jersey Central 

Reading 

Baltimore and Ohio 

Delaware and Hudson 



ON MANUFACTURED GOODS. 


Table 2. — Additional profits in transj)orUxtion of manufactured goods and merchandise. 



Manufac- 
tures (aver- 
age advance 
25 cents a 
ton). 

Merchandise 
(average 
advance 25 
cents a ton). 

Total ton- 
nage (two 
classes). 

New York Central 

Tons. 

1 775 8-lS 

Tons. 

0 iun 091 I 

Tons. 

A OM O/iA 

Erie 

s! 689 ! 062 
910,771 
1,461,239 

1 1,269,079 

1,087, 136 
755,816 
1,926,219 
162,766 

ZOO, Am 
A lOfi 

Delaware, Lackawanna and Western 

/ lO, 

Lehigh Valley 

jiy uoo, 001 
Q ^7 AfA 

Delaware and Hudson i 

0, W/, 

1,831,835 


ADDITIONAL PROFITS. 


New York Central. 
Erie 



Delaware, lACkawanna and Western 


$443,835 

822,265 

865,309 

817,269 

227,667 


$622,730 

271,784 

481,554 

40,689 

188,954 


$1,064,066 

1,194,049 

846,864 

382,958 

416,846 


tbansportatiok. 
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MILLIONS MORE IN DIVIDENDS. 

Table Z.^How Uie increoMd profile vnll be equal to more than S per cent on a combined 
capital of ,000,000,000. 


Railroads. 

Additional 

profits. 

Ctipital 8to(!k. 

Per cent 
addi- 
tional 
profit. 


«2,8C9,39.5 

$100,000,000 

129,803,700 

2i 


11,680,826 

9 


3,a69,876 

f 1 48,000,000 

1 2 16,000,000 

3 118,000,000 
26,200,000 

4 

4 


1,624,760 

2,806,834 

a! 

Lehlph Valiev 

40,441,000 

7 

Now Jursoy Central 

1,550,277 

22,497,000 

7 

Reading * . 

3,198,889 

{ 128,000,000 
\ 242 , 000,000 

4 

4 

Baltininro and Ohio 

1 3 70, (XX), 000 

J Mi0,000,0(X) 

\ 3 4.5,000,0t)0 

3.5,000,000 

i 

3,191,328 


Delaware and Hudson 

I,i:)2,498 

7 

4 



Total ( 0 (jnal to more than .’I per cent on capital of 
51 non (ifto nno) 

;U, 434, 682 j 








1 First preferred 1 per cents. 2 Second preferred 4 per cents. 

“ Comuiun. * Preferre<l t per cents now i)aid. 


The m().st remarkable part of these exhibits is the effect it will have on the earning 
capacity of the cai)ital stock of the several corporations. It means something like 9 
pe cent additional on the Pennsylvania alone. There is practi(«lly no increase in 
operating exjienses attached to the increase in rates, and the additional revenue 
which may la* expected therefore means so much more in dividends on the stock. 
There is, of course, some difficulty in finding a basis on which to estimate the increased 
earnings, since no railroad com[)any compiles figures showing the exact increase on 
the many different classes of freight. 

Inereami dmdeuds.—li the New York Central, during the current fiscal year, makes 
more than last year as a result of the increased rate, it will be able to pay 

per cent more in dividends. The Pennsylvania, if its net earnings an' increased 
$11,980,825, will be able to pay 9 per cent more on its capital of $120,808,700. The 
Erie would be able to pay full 4 per cent on its $48,000,000 of first preferred stock, 
and 4 i)er cent on its $16,000,000 .second preferred stock, besides earning three-fifths 
per cent on the $113,000,000 of common stock. The Reading would also be able to 
pay 4 ner cent on its $28,000,000 first preferred stock, and 4 per cent on the $42,000,000 
second nreferred, besides showing a little on the common .stock. 

Q. (By Mr. Kennedy.) How many persons are employed in your industry at 
Wyandotte?— A. In the neighborhood of 2,000. 

Q. Is there much skilled labor employed?— A. Yes; 1 suppose you might say al out 
one-eighth or one-tenth would lo skilled labor. 

Q. What wages are paid to your skilled labor?— A. Well, they vary. We pay all 
the way from 25 cents an hour up to, perhaps, 50 or 60 cents. 1 do not know just the 
amount. 

Q. Can you state the amount of your annual pay roll?— A. No, sir; I can not. 

Q. Is this industry carried on in any other cities of the country or at any other 
point?— A. At Syracuse, N. Y. ; at Saltville, Va., and at Delray, a suburb of Detroit. 

Q. These are the only places?— A. Yes. 

Q. Is there a very extensive industry at Saltville? — A. I do not know just what the 
capacity is. Another works is being built at Barbarton, Ohio. 

Q. In which States of the country do you find your principal markets?— A. Our 
principal market for the heavy ash is in the gas belts of Pennsylvania and Indiana, 
where they have glass factories and such as that, and for the li^ht ash it w cities 
where soap is manufactured. Of course, the bicarb is generally distributed all over 
the country— baking soda. 

Q. What percentage of your shipments go South into the Southern classification?— 
A. Very little under present rates. We try to keep out as much as possible. 

Q. Is there a very large demand for the product there?— A. In the South? 

Q. Yes.— A. I do not^ow of any great demand there for it, but there is nothing 
to stimulate a demand. 
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Q. No manufacturing there that demands it?— A. No; they can not, with the high 
ratM; it would be impossible to compete with the North, with the high rates they 
would have to nay oil the raw material, to start soap factories, or any other kind of 
establishment tnat requires our products. 

Q. The railroad officials have contended that they must make high rates on goods 
which are carried only in small quantities in one classification as compared with large 
quantities in another.— A. Ours should go in lai^ge quantities. Glass makers require 
a vast amount of the dense ash, and the same with soap makers for the light ash. 

Q. How about the territory west of you? You are m the official or Western claa- 
8ification?~A. We are in the official. We ship to Han Francisco, and along the coast 
we have a 58-cent rate; but in the interior we do not try to do anything, 

Q. Your shipments West are insignificant as compared with shipments to manu- 
facturing points in the East?— A. Yes. 

Q. Do you understand from the railroads that that is why the rates are high in 
the Western and Southern classifications as compared with the official classification— 
that you send very little into those parts of the country?— A. We never could have 
shipped any East if the rates had lieen as high proportionately as in the West. 

(j. Do they contend they give this low rate tx^cause you have large shipments to 
make in the East?— A. No. They do not contend they are giving us any low rates. 
They fix the classification and commodity rates and all that, and we have to stand by 
them. They give us good rates Fiast, but West and South they do not give us any 
fair rates at all, and we can do very litttle business there. 

Q. You do have low rates in the East as compared with the other parts?— A. Yes; 
and we ship East and can meet the seaboard rates East, but can not West. 

Q. They say that in a section where there is very little of a certain article shipped 
the railroad must have larger charges for it?— A. Well, but until there is a demand 
for the goods there, there would lie no goods shipped. 

Q. You contend the railroads should help nmlce the demand?— A. By giving low 
rates. No matter how low the rates, unless there was a demand there would be no 
goods shipped. Under low rates they will start up factories — soap factories— if they 
had a reasonable freight rate so as to get the raw material; and in places they have got 
glass sand, where they could have glass factories, but if they have to pay such exor- 
bitant freight rates as compared with the factories of the East and middle portions, 
they could not com jiete. 

Q. Do products similar to yours come from European markets to the Southern 
ports?— A. I do not know that any great quantities do, but they have a rate of 10.7 
cents on our product from Liverpool to New Orleans. 

Q. There is no demand in the South for similar jiroducts coming from Europe?— 
A. There is in New Orleans, where they have soap factories, but coming into the 
interior they are in bad shape. 

Q. (By Mr. Farquuar.) What is your tariff protection against foreign importa- 
tions?— A. I do not remember. 

Q. Soda, etc.?— A. Yes; we have tariff protection, but I do not remember just 
what it is. We have tariff protection, and until we did have that protection English 
ash was being laid down in the interior of this country at about what they thought 
was the actual cost of manufacturing it here. They had a rate of 89 cents a ton from 
Liverpool to Newport News, and it was distributed at a lower rate than we could get 
to the seaboard. That same ash if bought and, without taking it off the ship, sent 
back to Liverpool, the freight alone would be 16.46 per ton. Since we have the tariff 
we have even shipped goods to England and Hamburg, but before that we had pretty 
hard sailing to get along at all. 

Q. (By Mr. Kennedy.) Do you believe the railroads would promote industries in 
the Soutn if they would give the same classification as the official classification?— A. 
I am satisfied they would. 

Q, The conduct of the railroads seems to be a sort of discrimination a^inst the 
industries of the South?— A. I do not know that it is so intended, but that is the 
effect. I do not think they are looking at their own interest when they put such 
rates as they do on different products in the South. With the resources of the South 
there ought to be more manufactories in certain portions than there are now, and 
the more manufactories the more business the railroads would have. Low rates 
would have a tendency to build up the country and induce factories to start up where 
now they have to buy the finished product, such as soaps and glassware, that they 
might as well make. 

Q. You state there should be two more departments of the Government— a depart- 
ment of transportation and one of commerce or manufactures. Would not the propo- 
sition to create a department of commerce, which should embrace Ixith transportation 
and manufactures, be satisfactory?— A. Well, the bill that has been before Congress— 



I looM over it t littlo> tnd X did not hardly think that would meet the demande of 
transportation and manuhictaring. There is room lor a depmtment of commeioe 
and of transportation, too, 1 would think, if it would not be making the Cabinet too 
large. If you put too much under one heading it would be kind of like getting too 
much under one classification. 1 do not think it would be beneficial to anybody. 1 1 
would be a new office, and the business that Would be under the classifications that 
they would have to look after— -it would not help the countiy any. 

Q. Would not a department of commerce naturally include transportation and 
manufactures?— A. It could be made to do so, I suppose, but the magnitude of man- 
ufactures and of transportation, too, I think, would justify independent heads for 
each. More attention could then be given to it, and better results achieved for the 
people and the country at large. 

Q. (Bv Mr. Farquhar.) What class are your products put under north of the 
Ohio?— A. Soda, ash, bi-carb., and caustic so^ all take the same classification to most 
of the cities of the North; some little difference, maybe, on bi-carb. 

Q. North of the Ohio and east of the Mississippi?— A. Yes. They make some 
distinctions to certain points on bicarb. 

Q. But, as a general thing, it is under the sixth class?— A. Yes; the commodity 
rate, making it equal to sixth class, though fifth is the regular classification rate on 
bi-carb. 

Q. Suppose you are shipping on the Illinois Central to New Orleans, what is the 
change of classification south of the Ohio on your goods? AVhat class are they driven 
into then?— A. 1 think it takes the fourth or fifth class. They have a aiSerent 
classification for each after they cross the Ohio. I do not remember it exactly. 1 
have given the figures, but I do not remember what the classification is. 

Q. Have you any knowledge that there is a uniformity east of the Mississippi and 
south of the Ohio, in respect to the classifications of the north and south lines? Bo 
you think these main trunk roads are all under one classification as to freight?— A. 

1 do not think so. 

Q. Do you think that the Illinois Central or the I^uisville and Nashville or the 
Southern would be under the same classification?— A. I think not. They have a 
different classification, and, as I understand it, it takes a different classification. They 
say that is the reason of the high rates — they do not take tiie same classification for 
these roads. 

Q. The Southern railroads — the north and south roads — is their classification east 
of the Mississippi and south of tiie Ohio nearly the same on your class of goods— 
fourth and fifth class?— A. Ours is sixth class, except bi-carb. 1 do not think so. 

I may be mistaken. 

Q. You are sixth in the official classification, but in the South is there not a uni- 
formity also even though it is a high rate?— A. Yes; I presume they have classifica- 
tions there. We try to keep out of the South on account of the higli rates, and I 
have not paid attention to their classification. I only know the rates to certain 
points. 

Q. For instance, in the matter of soaps, if they have to pay the freight rate as well 
as the prime cost of the raw material, it is cheaper for them to purchase the soap 
from the Northern manuf^turer? — A. Yes; the soap alone; but when you come to 
count the labor and factories and business, you make it quite different. 

Q. I presume high rates force the Southerner to buy the soap from the Northern 
factom— A. That is the way I look at it. 

Q. Now is there not in connection with your material something that railroads 
might find fault with in respect to handling the form of vour packages — leakage, or 
anvthing of that kind?-A. No. . » -b » 

Q. You compare it with flour?— A. Yes; our ash is just about as fine as flour, some 

n SO”'® ® coarser. There would not be as much leakage with our 

goods as with flour, and it is more compact to the barrel— stronger barrels— and the 
causUc is put up in sheet-steel drums, so there is no breakage. If you wreck a car 
you have all the caustic; with a barrel of flour it is all gone. 

Q- Bo not the general freight agents and railroad men sometimes say the classifi- 
cations should be made different, not particularly on account of weight but on 
account of the packages, the breaking of packages, and whether or not the entire 
cleaning of the car would be a necessi^ after handling your goods, whereas with 
flour there would not be any need?— A, I do not know of any. Ours is a clean prod- 
uct and easily handled. 

Q, So you do not know of any real economic reason for the railroad to classify 
yours more than ordi^ry flour?— A. No; but 1 do not think ours should be placed 
on the same classification as flour, because flour is a staple commodity. 

16a 6 



88 


BBABHrOS BmBX Tra OOOiiaHiOlU 

Q. I mean, io lar as transportation is concerned, there are no breaks, nor loss, nor 
anji^ing of that kind that would subject the railroad company to more care over its 
rolling 8tock?~A. No; and the same difference would go with the freight shipped 
north of the Ohio and east of the Mississippi^ where it takes sixth cl^, as in the 
South>-no more leakage or breakage, or anything of that kind. 

The reasons given in your paper are about the only reasons you know of from 
railroad officials why your product should suffer this di8crimination?--A. Yes. 

Q. You take it that possibly your product is in just the same situation as a great 
many other products; that there is no particular reason in the classification that 
yours should be made greater than any other product transported on the Southern 
roads?— A. No. 

Q. You think all share alike in the high rates of the South?— A. 1 think so; I 
think it is pretty general with all freight 

Q. As a remedy for these things you propose a remodeling of the Interstate Com- 
merce Commission?— A. 1 do not know that I would remodel that, but it should be 
made broader, so the classifications can be worked out to better advantage. Six rail- 
road men, covering different i)art8 of the county, and 6 business men ought to be 
able to get up a good classification that would satisfy most ordinary mortals. 

Q. Have you considered the army of clerks employed by the railroads and found 
necessary for that purpose?— A. In our own shipping business is where 1 have got all 
my information— nearly altogether practical. 1 do not know anything theoretically 
about it or anything of that kind. I know it takes an army of clerks to make out 
these classifications, but with 12 men, from different parts of the country, they ought 
to be able with clerical hire to do all that the railroaas ought to be doing. 

Q. What would you say to it when the presidents of twelve or fourteen of the 
gr^t trunk lines of this country come before this com mission and say positively that 
it is their belief as railroad men with an experience of from 20 to 40 years that it is 
a physical impossibility for the Interstate Commerce Commission to make these 
classifications and rates?— A. Well, I should say they would be right if they leave it 
to the Interstate Commerce Commission as now provided by law, because they are 
picked out promiscuously, without any r^rd to the eastern or western coast, the 
Lake se(!tion, or the soutn or the middle interior. My suggestion is that the West 
should be represented both by a business man and a railroad man, and the South 
the same, and the East and the Lake sections the same, and the middle interior by 
two men from each, and I think that would pretty generally cover the country. 

Q. How are you going to provide for their lawyers?— A. If they are good, sensible 
men, I do not think it needs lawyers. It is a matter of business to say what stuff 
shuld be under a certain classification, and another under another, and another under 
another, until they got all through the classifications. The Southern railroad men 
and business men know what classifications their goods ought to take and the con- 
ditions under which their roads are operated, and all of that; the Eastern men would 
know their needs and the Western theirs, and, all coming together with their ideas, 
I do not see any necessity for a lawyer. 

Q, Do you think that is the fair way, provided it is possible to have an office force 
big enough, well trained enough, to initiate the classifications and then maintain 
them ana alter them as circumstances may occur?— A. Yes. 

Q. You think it ought to be controlled by the United States Government?— A. I 
am satisfied it should be. It will never be satisfactory to the people until it is. 

Q. So you would be entirely against the pooling idea?— A. Yes; I would be 
against that. 

Q. Do you believe that under the Cullom bill, giving extra or more judicial 
powers to the present Interstate Commerce Commission, it would remedy any of 
these troubles you have spoken about?— A, Well, I do not think it would without a 
traffic association covering different parts of the country. 

Q. \o\i never have studied the problem far enough, probably, to believe that 
there is such a thing as making a uniform classification tor tne whole United States?— 
A. Thai is ray idea, that it is possible; I do not see why it should not be possible. 
The main point now is, we do not know how to make contracts; we can not tell 
what the freights are. If we knew what classification it took, we could make a rate 
ftnywhere. For instance, from parties who are in a hurry for the goods we get a 
Spot order. Sometimes it takes us a week to get a rate, when the goods ought to be 
going; but we do not know whether we can sell the goods at a certain price until 
we get the freight rate, as the freight rate might ^t it up before it gets there. 

(^. Would another plan work equally well— for all of the trunk lines to send in 
their classifications, and let this national association which you propose, of 12 mem- 
bers, codify and equalize the whole of these rates between the roads themselves?— 
A, I think that would be a good idea. 
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Q. Woald not that be better than tryi^ to make de novo a rate for the roada? 
If you have vour plan you are making arbitrary rates.— A. Yea. 

6. There is not a parade of elasticity, no taking into consideration the conditions, 
and you would establish under that principle arbitrary rates. Would not this be a 
little too rigid?— A. Goods ought to take a certain classification independent of the 
conditions of the country, so we would know what classification they are in; then, if 
conditions come up where the rates ought to be raised, at the meeting in October, as I 
propose, they could raise the rate; but we would know what classification it would 
be under, and if the rate were raised on a certain classification, we would know 
what the rate would be on that product. 

Q. Do you propose that the national body hear it on the prayer or petition of the 
parties interesteo?— A. On the 1st of October promulgate rates and let them be good 
for a year, so we would know how to contract. There would be October, November, 
and December, a couple of months, in which to fix up your contracts, and you 
would know that those rates were go^ for a year, and you could base your contracts 
on that. Glass men have to buy their goods for a year ahead in order to carry on 
their business successfully. All our prMuct is sold. We are only making deliveries 
now on contracts made a year ago, and we have got to have time in order to know 
how to make these contracts, and must know what the freight rate is going to be for 
a certain period. 

Q. (By Mr. Kennedy.) How long have you had experience with classification?— 
A. Only about 4 years. 

Q. Can you say whether the tendency is toward uniformity or not?— A. Well, I 
have seen no evidence of it. 

Q. One at least of the prominent railroad officials stated before the commission 
that that is a fact.— A. Tne railroad men that I have talked with agree that there 
should be a uniform classification. 

Q. I recollect that all the railroad oflicials that have been before the commission 
agree that there should be a uniformity of classifications, or as near an approach to 
it as possible. Now, if they feel that way and the shippers feel that way, wbat is the 
obstacle? Why don’t they approach uniformity?— A. They want to be made to do 
it, and that is why I think it would require legislation by tne United States Govern- 
ment to bring them together. It is only fair to the shippers and the railroads that 
they should understand one another, and the railroad men and the shippers should 
be closer together than they are; and if they are brought together by tne Govern- 
ment they would understand one another better, and I think it woula be better for 
both sides. 

Q. (By Mr. Farqtthar.) Is not the question whether the Government should 
equalize rates or the railroads equalize rates?— A. The party in interest is going to 
equalize them in his own interest; that is the trouble. The Government woula be 
supposed to be impartial, especially where both railroatl men and men representing 
business interests were joined together to make these rates. 

Q. (By Mr. A. L. Harris.) If you have a uniform classification all over the United 
States, would you have different freight rates in different sections of the country?— 
A. That might be necessary. 

Q. Could the roads of the South afford to give the same freight rates that those of 
the North or Northeast could give?— A. In time I believe it would be to their inter- 
est and they could well afford it, as it would build up industries all over the South. 

Q.^ When you established a uniform classification, would you have this same com- 
mission have control over the freight rates?— A. Why, yes: I think so; and then 
every section of the country would be on a par with every other section of the coun- 
try; on an equality^ that would tend to build up one section without tending to 
destroy another section, as it is now under the present classification and rates. 

Q. If the classification were uniform and the rates uniform, the road having a 
small trafllc could not live, could it?— A. My idea is it would build up the commu- 
ni^ so that it would get something to do; as it is now there is no chance. 

Q. Until the community was built up and the business built up, what would 
tecome of the road?— A. If everything is on a par with other parts of the country, I 
do not see why a community should not build up very rapidly and make the rail- 
road self-supporting anyway. 

^ Are not the freights higher in the South than in the North?— A. They are 
but I see no just cause for it 

Q. Do they have tne same amount of business!?— A. Well, I think if you will look 
at the reports of the Southern roads, they report business pretty good in that part of 
the country, 

Q. Just now?— A. Taking any time. Eighteen hundred and ninety-two was one 
country, ana during the depression you will see that 
the Southern roads report about as favorably in proportion as the Northern roads. 
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Q. Have freight rates been materially changed within the past yeai?'— A. The Ist 
of January they were materially cbang^. 

Q. About what per cent?— 1 can not tell as to that; different products took differ- 
ent rates. 

Q. Was that on all classes of freight?— A. I think so, yes; that is my understanding. 

Q. What was the reason assigned for increasing their rates?— A. The reason they 
always gave was that they wanted to share in the prosperity of the country. That 
is the only reason they ever mve me when I talked with them about it. 

Q. They arbitrarily fixed tliat rate among themselves?— A. Yes. 

Q. Was that done by traffic associations or something of that kind?— A. As I 
understand it, it was done by the traflSc association. 

Q. That is permitted yetr— A. Yes; they can raise the rates any time that they 
see proper; nothing to keep them from it, as I understand it. 

Q. The c(Mt of operating the roads has increased, I suppose, has it not?— A. Yes; 
but still it is reduced to a minimum, as I say somewhere in here. TReading from 
paper:] “They claim the cost of equipment has been increased, but that increase is 
offset hy the decreased cost of operation, which has been reduced to a minimum." 

Q. How is that decrease in operation brought about— heavier loads?— A. Yes; and 
more modem methods in every respect, I suppose; in different ways. 

Q. As I understand, the classification is probably the greatest grievance that the 
shipper has at the present time?— A. I thinx so. 

Q. Would a classification be just where the rate continued for a year under all cir- 
cumstances, or should it be to some extent elastic, under the control of this commis- 
sion that you provide for, and the order of the Interstate Commerce Commission?— 
A. I think these men would know the conditions of the country and be in a position 
to know at the time they made these classifications, and there would be no reason for 
a change within the next year from that time. If you make them so they could be 
change it would be manifestly in a bad shape; it would put manufacturers out in 
makiM contracte. The goods are sold at a very close margin sometimes, you know. 

Q. Classification is one of the most intricate questions in railroading, is it not?— A. I 
understand so; and it is for that reason I think the shippers and railroad men should 
be brought together in making that classification. As it is, the railroad has been 
making the classification and they have no idea of the conditions prevailing in manu- 
facturing circles. They claim we do not know the conditions of the South and 
West and all that, and they do not know the conditions surrounding the manufac- 
turing interests, and they do not take that into consideration in making the classifi- 
cation; and for that reason I think they should be brought together and have a 
mutual understanding. They never ask us our opinion as to what the classification 
should be. They go ahead and make the classification and we are governed by it. 

Q. How frequently do they change the classification?— A. They do not change it 
very often, except the instance I stated here— to Richmond— where they changed it 
three or four times in the year. 

Q. (By Mr. Farquhar.) They did not change the classification in that instance, 
but the rate?— A. No; I do not think the classification was changed. 

Q. (By Mr. A. L. Harris. ) Have you any complaint to make against the roads on 
account of discriminations?— A. No. 

Q, You get the open rate?— A. We get the open rate; that is all we ask for. 

Q. Your competitors have never h^ any advantage, in shipping, over you?— A. 
Not that we know of, except to these seaboard cities— foreign goods coming in there. 
We meet that successfully in the East but not in the South. 

Q. That is a through rate— water and land both, I suppose?— A. Yes. 

Q. (By Mr. Kennedy.) Is there any competition for your traflSc among the rail- 
roads?— A. Well, not very much. There are only the three or four factories in the 
United States now, and another one will be in operation in the next year. 

Q. Have you ever been offered any less than the public rate for your trafiic?— A. 
The railroads have always been very firm with us. They solicit the business but 
never make any change in the rate. We were promised a lower rate to New Orleans, 
of 22 cents, ana they told us we could go aheaa and get contracts based on that rate. 
We did take some contracts to New Oneans, but they did not make the rate to us 
and so we got out of there as quick as we could. We could sell goods there with a 
22-cent rate but not with a 33-cent rate. 

Q. (By Mr. Farquhar. ) Suppose a party in Chattanoora could get the same rate 
from Cincinnati to Chattanooga that you get from Wyandotte to Cincinnati, could a 
soap factory in Chattanooga live?— A. Yes. 

Q. And prosper?— A. Yes. That would be exactly the rate to New York— 8 cents 
to CiuciimaU and 8 cents on to Chattanooga. There would be plenty of business 
there. 
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Q. Then Obattancx^ could guccesefally compete with Cincinnati soap? — ^A. Yes; 
I think so. . , , . ^ 

Q. (By Mr. A. L. Harris.) Your oompetators are labonng under the same disa- 
bility that you are laboring under, so far as vou know?— A. Yes. 

Q. They have no advantage over you as far fw rates are concerned? — A. I do not 

know of any. , ^ x n 

Q. Then, when you sell a bill of goods, or when you have an oppormity to sell a 
bill of goi^s, you know that your competitors have not an opportunity of bidding 
below you on account of any advantage they have in rat^?— A. Yes. 

Q. What you complain of is the volume of business or increase of business thatyou 
could liave if you haa a better classification?— A. Yes; and being shut out of the West 
and South, where we should do business and where they should do business, too, on 
account of not being able to get a reasonable freight rate. 

Q. Have you any trouble in regard to the long or short haul? — A. No; we have 
never been troubled with that. 

Q. Railroads have dealt fairly with you in that respect?— A. As far as I know. 

Q. (By Mr. Kennedy.) Did you not Just say that you got a cheaper rate to San 
Francisco than you did to points in the West beyond you?— A. Yes; but we expect 
that, for the reason of foreign competition along the seaboard. 

Q. (By Mr. A. L. Harris.) Wherever a matter of that kind occurs, you can account 
for it?— A. Yes; we can account for it; but I took the question to refer to the long 
and short haul through the country. 

Q. Do you have any trouble getting cars? — A. At present we do not, but all through 
the winter we had to fight for cars all the time. 

Q. Why was that? — A. The railroads said they had more business than they could 
handle. They tried to favor us all they could, but they were short of cars all the 
time. At jiresent we are getting all the cars we want. 

Q. (By Mr. Farquhar.) By what roads do you ship from Wyandotte?— A. The 
Michigan Central principally, but we also use the Detroit and Lima Northern and 
the Lake Shore. The MichiVn Central have tracks right in our yard to the different 
factorie.'j. We have two — No. 1 and No. 2; No. 2 on the north and No. 1 on the 
south. The Michigan Central has trm^ks to both, and the Lima Northern has tracks 
to No. 2, but not to the soda ash or caustic, but to the bicarb plant. Practically all 
goes out over the Michigan Central. 

Q. Do you have ample railroad facilities for shipping?— A. Yes. 

Q. (By Mr. A. L. Harris. ) Do you have to pay exorbitant switching rates at any 

E 3int?— A. I do not believe the Michigan Central will switch for the Detroit and 
ima Northern, and I think they make a charge of $6 to switch to the Lake Shore, 
but I will not say positively. The railroads always absorb that charge, so we have 
nothing to do with the switching charge. 

Q, (By Mr. Farquhar.) Switching or demurrage— the roads themselves settle 
that?— A. Yes. 

Q. (By Mr. A. L. Harris.) If you had a better classification, and thereby better 
rates, you could make your goods cheaper to the consumer in many points in the 
Unitw States?— A. That might be possible. 

Q. That would be the only way you could encourage trade?— A. Yes; but the 
goods have been sold at a very close margin for the last few years, and it is the freight 
rate that eats it up before it could go down South or West. 

Q. You take your freight rates into consideration when you make your contract?— 
A. We have to. There is a very close margin of sale. 

Q. Is that close margin on account of the competition in your business?— A. Yes; 
it has been and is. 

Q. Does the competition approach the point of being ruinous?- A. Oh, no; it is not 
ruinous, but before we got our tariff on it looked like it was ruinous. We sold oq 
a very close margin then. 

Q. (By Mr. Kennedy. ) When the freight rate on coke was put up to the extent of 
$20,000 a year to you, did you recoup that by increasing the price to the consumers 
of your product?— A. We nad to put that onto the consumer in the long run. The 
consumer is the man that pays the freight in the long run. 

(Testimony closed.) 
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Washinoton, D. C., December i(?, 1900, 

TESTIMOVT OF PROF. RBWABI) WEiMTER BEMI8, 

Of the Bureau of Economic Research^ New York, 

The commission met at 11 a. m., Yice-Chairman Phillips presiding. At 11.05 
a. m. Prof. Edward Webster Bemis was introduced as a witness, and, being fli'st 
dnly sworn, testified as follows: 

Q. (By Mr. Litchman.) Will you kindly give your full name and post-office 
adoreM?— A, Edward Webster Bemis. My post-office address is Mount Vernon, 
N. Y. 

Q. Will you ^ve your profession or occupation?— A. For many years I was in 
charge or associate professor, one or the otuer, as the case might be, of political 
economy and history in various institutions of learning; 5 years at Vanderbilt 
University, 8 years at the University of Chicago, and 2 years at the Kansas State 
Agriculttu^l College; but for the Iwt year and a half I have been in New York 
in association with Professor Commons and one or two others in the organization 
of an independent department of investigation or research of certain monopolistic 
questions, such as those we are considering to-day, and to a certain extent Railroad 
and trust questions. 

Q. Is there any name to that association?— A. We call it the Bureau of Eco- 
nomc Research. 

Q. In this study and these investigations you have given particular attention 
to the ownership of what are known as public monopolies by municipalities?— 
A. Yes. 

Q. Will you in your own language ^ve as briefly and tersely as you may the 
results of your investigations in that direction?— A. If the commission is willing 
to indulge me a moment, I think before directly taking up the results of municipal 
ownership I will introduce the subject by one or two preliminary statements. I 
want to bring out first the importance of the subject of these monopolies. I take 
it for granted that the commission recognize that competition has broken 
down as a method of solving the street-railway question or the gas question or 
the electric-light question or the water problem, and probably will break down 
shortly, if it has not already, in the solution of the telephone question. Efforts 
have bwn made in almost every important city in this country to have competing 
companies, and in every instance the experiment has ended, if it began some time 
ago, in consolidation. So that there is no city that has had for any long time 
competition in the supply of these services. 

Q. (By Mr. Conger.) Is that as true of electric lighting as it is of the other 
services that you name?— A. It is, except to the extent that individuals are able 
to put in private plants in their own building sometimes for the supply of light 
to a hotel or to a factory; but when it comes to competition for the general sup- 
ply of electric light for a city— street lighting or general household lighting— this 
is true. There are a few cases, perhaps, where there still nominally continue to 
be rival companies, but in most cases you will find they have a tacit agreement 
and are not really competing, and in nearly every instance, unless the competi- 
tion has just begun, you will find it has already ended in actual consolidation. 

Hiere are good reasons why this should be true. The economies are very great 
in consolidanon— the saving of office force, the saving of duplication of mains, 
service in the street, and service pipes to the houses, economies in the collection 
of bills. When 2 companies are fignting with one another, many consumers will 
avoid paying their bills— transfer from one company to another, back and forth. 

Q. 1 recognize the theory of the economy of it, and I recognize the fact, too, so 
far as all these public utilities are concerned, with the exception of electric light- 
ing, where my information and observation has been that competing compames 
do exist in many more cases than in the case of any of the other public utilities 
or service that you mention.— A. Yes; I would agree with you that that is true, 
but the tendency there is also toward consolidation very rapidly. 

Assuming that these are either monopolies or becoming such very rapidly, 
there are special reasons why they should be very carefully investigated. One 
reason is that the problems to be met with are somewhat similar to the problems 
that will shortly be met with, and are, in fact, already puzzling us in the attempt 
to solve the steam-railroad problem. It is recognized, l suppose, that the railroM 
problem must be solved, so far as it relates to the matter of (uscrimination to large 
sffippers in the form of secret rates and rebates and in the ways, before we can 
grapple ffirectly with the trust question. 

Now the railroad question is a monopolistic problem, and it is fortunate that 
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before we have to tackle it we are able to look to a line of monoj^lies which hare 
developed farther the monopolietio featnre than has the railroad, and may 
learn many lessons therein as to how we shall have to approach the railroad 
problem. 

That is one exceedingly important reason to my mind why we need to study it. 
If we find municipalities able to regulate the charges and the service of gas com- 
panies, street-railway companies, and electric-light plants, that will furnish some 
hint as to how we mav proceed with the railroad question. If we find they are 
able to own and operate these plants, or in some cases succeed and in some cases 
fall, that will also give us hints as to what is the line of suggestion to make as to 
the railroads. 

The second reason why I think all these questions are linked together is that in the 
municipal monopoly problem we have seen the same enormous consolidation of 
capital and the concentration of ownership. For example, there has occurred 
recently a practical consolidation of all the gas companies and of all the electric- 
light companies of Greater New York, and these two enormous lines of business 
are practically owned by the same syndicate, and the same sydicate also has a 
controlling interest in the street railways— a consolidation with capital reaching 
up into the hundreds of millions of dollars. 

Q. (By Mr. Phillips^ Will you please state right there who are the principals 
in this syndicate?— A. The Consolidated Gas Company increased its stoclc in July, 
1900, to $80,000,000, and bought upthe other gas and electric-light companies of 
the city. Among the trustees are William Rockefeller and William C. Whitney. 
The United Gas Improvement Company of Philadelphia has testified to having a 
controlling interest in the gas companies of over 40 different cities, some of them 
very large. For example, it has leased the gas works of Philadelphia, and it has 
a controlling interest in Jersey CJity, Des Moines, Iowa, Kansas (^ity, Mo. , Atlanta, 
Ga., and many other cities. 

Q. Is that composed largely of the same people?— A. Largely of the same class 
of peopl^largely afliliatM, although I did not wish to be taken as saying it is 
exactly the same class as control in New York. The New York companies are 
practically all under affiliated management now. One syndicate owns all the street 
railways, but the connection between that and the light and gas companies is not 
fully revealed to the public, but it is said by brokers to be composed of practically 
the same parties. 

Q. (By Mr. Litchman.) They are practically the same parties that have the 
United Gas Improvement Compaiw of Philadalphia?— A. Largely so. 

Q. (By Mr, Phillips.) Also at Pittsburg?— A. I think so. 

Q. (By Mr. Kennedy J Does the same syndicate own the elevated railroads and 
the Metropoliten?— A. The surface and the elevated roads are in the hands of 
different syndicates. In Chicago the surface railroads and several of the elevated 
have at times and doubtless will be again owned by the same syndicate. In New 
York there is a separate ownership of these two; but it is onW a question of time 
when they will be united. President Dolan, of the United das finprovement, is 
in many of the large street-railway enterprises of the Elkins-Widener- Whitney 
syndicate, which owns the street railways of New York, Philadelpl^, Chicago, 
and a rapidly increasing number of other cities. 

ITiese matters I will not attempt to give you in exact form because I have not 
attempted to prepare it in that form, coming here in considerable haste, but will 
give you an outline of it for further investwation. 

are not satisfied with the price or gas, and think they can go to electric 
light as a solution, they will find themselves dealing practically with the same 
Compaq. This is true all over the country, because the electnc-light interests 
»r®^tting into the same hands in a given locality. 

The m^itttde of the problem may be illustrated in this way: In the report 
which is just out by the United States Department of Labor there is given the cost 
2 S?® publicly owned water, gas, and electric-light plants, and the capitaUiation 
privately owned water, gas, and electric-nght plants— 

(By Mr. Ijtchman, interrupting.) For the whole country?— A. Yes: and 
®ju“uary of it all is nearly $1,400,000,000, while Presidrat Roach of the 
^erican Street Railway Association, has declared in his annual address recently 
to ms association that the capitalization of the street railways of America, which 
^ ^together in private hands, is even greater than the combined capitalization 
Of the water, electric-light, and gas companies, amounting to $1,800,(100,000, or a 
of nearly three b^on and a quarter. 

A theoompailson of municipal ownership and private ownership?— 

^ Since that is asked for, I will mention it now. As I just said, of the street 
wways and elevated roads which were included in this, Uiere is no public owner- 
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sUp^exoe]^ In the case of the famous railway over the Brooklyn Bridge, and that 
ia only a snort road of U miles. 

Q. Ispokeparticnlarly about electric lights.— A. I know; I was coming to that. 
The report of Carroll D. Wright, which is the most complete one we have, and is 
just out, gives the following figures with reference to electric lighting: The capi- 
talization of the privately owned electric-light plants he gives as |265,181,9^. 
The value or cost of the puDlicly owned electnc-light plants he gives as $12,903,677. 
So that the actual value of the publicly owned electric-light ^ants is only about 
5 per cent of the par value of the stocks and bonds of the privately owned electric- 
light plants in America. When it comes to gas, the disproportion is still greater. 
Tne capitalization of the gas works privately owned is $380,846,274, while the 
cost of the public gas plants directly operated by municipalities Carroll D. Wright 
gives as $1 ,918,120. When it comes to water, however, the proportion is reversed. 
There the capitalization of the private water companies is only about half the 
value of the public plants. The figures are, for the private plants, $267,752,408, 
and for the public plants, $518,852,668. This enormous capitalization of the pri- 
vate plants, however, does not mean that the cost of construction is as much 
greater than that of the publiclv owned plants as the comparison of these figures 
would indicate. The public plants are given on the basis of their cost of con- 
struction, while the private plants are given here as they are capitalized, and they 
are capitalized on the basis of their earning power usually. 

The connection is very slight between cost of construction and earning power 
in these monopolies. The bonds frequently will cover the cost of construction, 
and the stock represents nothing but the franchise value or the hope of additional 
earnings. There is, in fact, a growing tendency to the increase of water in the 
stocks of these monopolies. They have always nad a tendency to overcapitalize, 
because it deceived tne public as to their profits in the first place, and, in the second 
place, there is a psychological reason for it. People will pay more for two shares 
of 4 per cent stock than they will for one share or 8 per cent stock. They have an 
idea that if the stock is paying 8 per cent that it may be fictitious and that it will 
not last. It looks like too high a profit. They judge, perhaps, from competitive 
business, or they think there may be a possibility of a demand by the public for a 
reduction of charges, while 4 per cent looks very moderate, or even 5 or 6 per 
cent. ^ the stock will sell better, although mathematically you might not expect 
that it would. 

So those two reasons have always prevailed for capitalizing up to the basis of 
4 or 6 per cent stock, but quite a dinerent reason and an additional reason has 
arisen during the last few years. The directors of some of these enterprises are 
more and more banking syndicates; or banking syndicates, if not directors, have 
a large influence in the management, and these banking syndicates want a profit 
on the floating of this stock, and the larger the stock issues the larger the com- 
mission to them. 

Q. As promoters?— A. As promoters. This statement has come to me from men 
very high up in corporate management, and they say it has not been very much 
understood mtherto. There has come about a financial motive to the promoters 
of these enterprises to overcapitalize. 

Now, as an illustration of the extent to which this has gone, I may remark that 
in the case of street railways we have some figures of comparison from Massa- 
chusetts. In that State there has been a restriction on overcapitalization through 
the action of State laws operating now since 1885, and which have prevented 
the Massachusetts companies from increasing their capital stock since 1885, 
except where it was directly for improvements and extensions. To be sure there 
has Deen an evasion of the law by outside companies getting hold of the Boston 
companies late^, but I am speaking now of the direct Massachusetts companies, 
including the ^ston companies, as they stand before the commission; that is, 
taking the stock of the Massachusetts companies that has been authorized and 
issued according to the Massachusetts law, i am not speaking of the certificates 
based on the Bostoiy»s companies and issu^ by variousNew Jersey and Delaware 
trust companies. We have these figures in the case of street railways. The aver- 
age capitalization per mile of track— not of line but mile of single track— in 1897 
(and it is about the same now) in Massachusetts was $44,688. That was the actual 
par value of the stock and bonds per mile of track in the Massachusetts roads. In 
the rest of the country it is over twice that per mile of track, although the num- 
ber of cars and the amount of traffic per mile of track for the rest of the country 
is no greater than in Massachusetts. Taking, for example, a group of States in 
the center of the country— Ohio, Indiana, niinois, Michigan, Wis^nsin, Minne- 
sota, Iowa, Missouri, and Kentucky— the whole group had 2year8 ago precisely 
the eame number of cars per mile of track (8.78) that the Miwsaohusetts roads 
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had, and yet they were capitalized, not for $44,688 per mile of trackjbnt for 
$91,600 per mile of track. In anothergron^New York, New Jersey, Pennsyl- 
vania, Delaware, Maryland, Virginia, West Virginia, and the District of Colum- 
bia— they had 23 per cent more cars per mile of track (4.56) , but instead of having 
a capitalization of 10 or 15 per cent more— because the capitalization would nS 
increase prowrtionately, the need of capitalization would not increase propor- 
tionately with the increase in the number of cars— they actually had a capital per 
mile of track of $138,600, or over three times as much as the Massachusetts roads. 
Tlie capitalization in Massachusetts in 1900 was only $38,600 per mile, but in the 
above Mississippi valley States it was $91,860, and in the last group of States above 
named it was $153,650. 

As an illustration of how this thing goes on we have an interesting case in 
Chicago. In 1898, 1 think it was, the Mutual Fuel Gas Light Company of Hyde 
Park, which was an ordinary gas company for lighting as well as fuel, sold 
out to the People’s Gas Company of Chicago. This mutual company was only a 
few years old. Its stock amounted to only $2.69 per thousand feet of annual sales 
and it had no bonds, and it made a report of what its tangible assets were which 
they had accumulated from surplus profits, and they claimed for the whole $8.80, 
but they sold out to the People’s Gas Company, which now embraces all Chicago, 
with one little exception, and on the basis of this $9 per thousand feet of stocks 
and bonds were issued. That is, the capitalization was more than doubled— it 
WM practically trebled. The average capitalization of the gas companies of 
Chicago is about $9 per thousand; and that is about what it is, generaUy speak- 
ing, in all large cities, whereas $J3 to $4 per thousand feet is thought to be ample for 
the real structural value. 

Of course this capitalization is rendered possible by the monopolistic character 
of the enterorise and the enormous profits they can earn on the structural value. 
This Mutual Fuel Gas Light Company of Hyde Park was selling gas for fuel purposes 
for 72 cents prior to the transfer to the People’s Company. The same company’s 
charge for lighting was $1, with, I think, a little discount for prompt payment. 
The average charge was 87 cents. They made a statement in the annual report 
of the actual cost, including taxes, but not including tlividends or interest— tliey 
had no interest, however; there were no bonds. The actual cost in 1897 was 37.46 
cents per thousand feet, and if they had been content with 8 per cent on the $3.80 
that they claimed as their tangible assets, which would have been about 1 1 per cent 
on their stock, they could have sold for 67.5 cents instead of for 87 cents. The 
pnce, however, has been raised to $1 since the consolidation with the People’s Com- 
pany. That 18 the usual price now in Chicago, and this and higher prices prevail 
nearly in all parts of the country. 

Q. (By Mr. Conger.) I would like to ask if it is not a fact that the cost of coal 
and of other material which the gas companies use for the making of gas has 
materially increased in the last year or 18 months?— A. Yes; it has. 

Q. So the cost of gas at present would be neatly in excess of the figures 
namea?--A. It is somewhat in excess, but the difference is not as great as it would 
seem to be at first, because if it is coal gas and coal goes up a dollar a ton it only 
raises the cost 10 cents, because a ton of coal will make about 10,000 feet of gas. 
With this rise in the price of coal has in most cases come a rise in the price of 
residuals, such as coke and tar and ammoniacal liquors, which cuts off about half 
the effect of the rise in coal, leaving the net additional cost when coal is used of 
only from 5 to 7 cents per thousand feet. 

■ material that they use in making gas also 

nsenr A. I was speaking then of a coal-gas plant, w here they use water gas 
there are other constituents. They use a little coal or coke and they use oil. OU 
has also nsen. Pour or 6 gallons of oil is used for a thousand feet of gas, accord- 
mg to the candlepower. In the West, we will say they have been getting their oil 
f 9** 5 t^ents a gallon for crude oil— that is, in the Ohio district. A rise of 50 per 
cent in that means a rise of only 1 to U cents per gallon, or a rise of 6 or 8 cents 
per thousand feet in the making of gas. But the last time I examined the situ- 
ation, last June, when I was emjiloyed to do that by the city of Springfield, Mass., 
^ound that oil had fallen again and was not much higher in June than it had 
oeen 2 years ^o. I was out at Toledo and got the oil quotations there, and at 
iitusyille and found crude oil had fallen to nearly what ft was 2 years ago. 
y* iBy Mr. Phillips.) It has fallen somewhat since that?— A. Yes. 
nif ^ Wright’s report, which has already been referred to, he gives the 
^ of the manufacture of gas for several hundred gas companies which were 
vujung to allow him to see their figures provided he would not reveal the names 
OT the companies; you will find in looking that over that they admit that the cost 
w putting their gas in the burner in the larger companies, aside from taxes and 
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dciiKreoiatioii, was only about 46 cents at the time he made his investi^tion 2 yean 
ago. Adding say 5 cents for taxes and 7 cents for depreciation you bring it up to 
58 cents. Add to that a profit of, say, 7 per cent on the structural value of, say. |4 
per thousand feet, and you will bring it up to 86 cents. Carroll D. W right reaches 
the same thing In anomer way, and reaches about the same figure for the larger 
companies as the coat including all these items. But the average price of these 
large companies, producing over 500,000,000 feet a year, is $1.13, or cents more 
than the above-named cost— $1.14 for the average, I would say, is charged by half 
of the companies he investigated having an output of over 100,000,000 feet a year. 

It is unnecessary to dilate on this further, but it indicates the possibility of over- 
capitalization caused by the enormous profits in the large cities. I am not speak- 
ing of the smaller cities, where there is not so much. I might add a word there 
in regard to the same possibility in street railways by this oonsolidation. 

Q. (By Mr. Parquhar. ) Have you any knowledge of what the bonds and stock 
were sold for at the initiation of any of these plant9?-~A. I have looked it up in 
some cases. I have not the exact figures with me. 

Q. Have you any ^proximation ^ut it in your own mind?— A. I can not give 
any one company, lean give you the general situation that prevailed in many 
of them. They would go to the broker and make arrangements with him that u 
he would fioat their bonds he could have a large block of the stock as a bonus, 
and a commission on the whole transaction. In order to get the capital many of 
these companies do this, and find a necessity in a way, running things as they do, 
to overcapitalize, but they go beyond any necessity of the matter for the reasons 
that I gave above. 

What do you mean by overcapitalize?— A. I mean that the stock they issue 
is in excess of the cash that is received. In Massachusetts the law does not allow 
them to issue stock or bonds except in the open market for cash received. They 
can not give bonuses that way. 

Q. That does not prevail in the other States?— A. In the other States there is 
no limit. 

Q. Suppose you have a shrinkage in the first securities put out of 16 per cent, 
would you not put the 15 per cent on the next stock to cover it?— A. There is, as 
I indicated a moment ago, a very great temptation to do that. 

Q. Is there not a positive necessity for it?— A. It is possible in Massachusetts 
to float their stocks without it, where the law prevents it and I think if possible 
there it would be possible elsewhere. 

Q. The shrinkage that is sustained by the enteiprises at the initiation of the 
company— is it not fair that that shrinlmge should be made up by the issue of 
stock over and above the par value? You are not floating your stock at par in 
any new enterprise.— A. In most cases, if they were not allowed to capitalize 
beyond the cost of their plants, I do not think they would find it so difficult to 
sell their securities at par and a great deal above par. There is now much suspi- 
cion of there being a great amount of water in their stock; but if companies would 
issue stock only for cash equal to the par value of the stock or to the market value 
when above par, their ability to make money is so well appreciated that their 
stock would sell, I believe, at a great premium— if it were not known that they 
were so badly inflated. But if you come to the case of a small company in a 
small place, where it can not sell its stock at par, your question then is a more 
difficult one, but in that case it would be better to sell the stock at auction for 
what it would bring. Of couri^ou have to sell enough stock or bonds to get the 
money to construct the plant. That is true, but I would not give stock in the form 
of a bonus, but would preferably sell the stock at a discount below par, if necessay, 
BO that the public and the consumer and the stockholder would Imow just what 
the whole thing would cost. 

Q. (By Mr. Phillips. ) Is it a fact that a large per cent of these companies issue 
preferred stock to the full amount of the value of the plants they take in and the 
common stock as a bonus, and the common stock is frequently larger than the 
preferred stock?— A. Yes; and frequently the bonds represent all the cost, and both 
the preferred and common will represent nothing but earning power. 

I was going to co^are the street railways and the steam railways in this matter 
of capitalization, we read a good deal alxiut the overcapitalization of our rail- 
roads. Two years ago, when 1 made a special study of this, I found the stemu 
railroads of the country were capitalized at $59,610 per mile, but the street rail- 
ways are capitalized for ^,000 per mile, one-third more than the steam railroads. 
They do not have to pay for rights of way. They do have to pay somewhat more 
for powerhouses, but it is questionable whether the total cost is much greater; 
and the steam railroads are mown to be capitalized beyond the cost (rf construc- 
tion. The reasdn that this stock can be floated becomes evident when we see the 
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income. The net income above operating expenses per mile of road is over 50 per 
cent greater in the street railways than in steam railways. The net income of 
steam railroads that year was $2,050 per mile, and in the case of street railways 
it was tt,200 per mile. 

Q. (By Mr. Kennedy.) Yon mean mile of road?— A. Mile of single track, I 
mean to say. The entire passenger receipts on the street railways are half as 
mnch as the entire passenger earnings of all the steam railroads of the country, 
namely, about $150,000,000 on the street railways and a little over $800,000,000 
passenger earnings on the steam railroads. 

So the problem that confronts the investigation of city monopolies is the same 
that connects itself with trusts and railroads as far as concerns overcapitalization 
and concentration of ownership. 

Then another thing usually operates— that of secrecy. There is great secretive- 
ness in the organization of these companies. Even the United States Govern- 
ment has not ventured to publish the names of the private companies from which 
it got returns as to the cost of operation of gas and electric-light companies; that 
is, they could not get this information from these public monopolies except under 
the pledge of absolute secrecy. 

Q. Is not that the course the Government has to pursue in getting information 
from many other corporations— manufacturing corporations, etc.?— A. Yes; but 
it strikes me there ought to be a difference, because of the different nature of the 
business, where monopolies like the railroads get the right to exist from the 
State, the right of eminent domain, the right to use the streets and highways, and 
which in fact are recognized as quasi-public corporations. It seems to me the 
people have a right to demand publicity, and that is one of the points I wish to 
make a little later— the importance of uniformity of accounts and publicity in the 
case of these monopolies and in the case of municipalities also. 

Thus I have attempted to show the reason why these matters should be more 
thoroughly investigated than they have been investigated, and investigated, I am 
glad to say, by this Commission. I really believe here is a great opportunity to help 
throw light on one of the darkest phases of our public affairs, the one in whicn 
there is more secrecy than there is even in the railroad question, and one which 
will directly help to solve the railroad question and point the way to other things. 

There have been various attempts to solve the municipal-monopoly problem. 
One method allows these companies to remain in private hands and attempts 
through city and State action to regulate them; another method, direct public 
ownership and operation. There is a third— ownership without operation, where 
the State or city owns, we will say, the track or the pipes in the streets. There 
is scarcely any of that in America, however, and in England it has been almost 
entirely confined to street railways, or tramways, as they call them over there, 
and has not been altogether satisfactory except as a stepping stone to public 
ownership. I am inclined to think— and in that I differ, I know, from some who 
favor the step very strongly— I am inclined to think there are engineering reasons 
for haying the ownership and operation united, especially where the successful 
operation requires constant readaptation of the roadbed or of the mains in the 
streets; and they are coming to tnat conclusion in England, and are entering 
direct public ownership and operation. A good many in this country are begin- 
ning to regard public ownership and private operation as a very good method of 
satisMng the conditions of the problem. Although I do not consider it ideal, it 
would probably be an improvement on the present system, especially if financed 
as the rapid transit road now under construction beneath the streets of New York. 

There are only two places in the world where, I think, we have any large degree 
of public regulation piivate ownership. The two countries which nave at- 
tempted to regulate private management without directly owning are England 
and Massachusetts. In both countries a considerable measure of success has been 
attained. I have already referred to the success in Massachusetts in preventing, 
to some degree, overcapitalization. 

Q. Do you intend to describe that method?— A. I can describe it if desired. I 
might, perhaps, stop a moment to do that. The law in Massachusetts has created 
two commisdons, one a street-railwayand railroad commission and the other the 
electric-light and gas commission. These two respectively have control of the 
capitalization and, to a considerable degree, of the Gorges of their respective 
companies. They have the right to compel the companies to give reports as com- 
plete as the commissions may demand. They enforce tl^t right. They do not 
^ways publish all the facts that they ^ther. They are not publishing all of the 
details of cost in the electric-light and gas enterorisee, and they are veiy much 
criticised for that, but their friends defend it on the ^und that the public is not 
yet sulBciently interested in the subject to enforce It against the objections of 
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the companies; but the commission gather quite full data for their own use. It 
has the right to even prescribe the methods of bookkeeping to these comMuies, 
but they have not, so far as I can learn, exercised that to any considerable ae^ee. 
They have the right to send their auditors to these companies and examine their 
books. They do that sometimes when there is complamt as to charges. These 
commissions claim to be judicial bodies. They do not look around and see that a 
company is charging too much for its services and order a reduction, but they 
wait; and the law unfortunately expects them in most cases to wait, I think, 
although they are at liberty in their reports to give more data and be more aggres- 
sive than thev are. But they are not exposed to take any direct action unless 
there is complaint by either the public officials of the city, mayor and council, or 
by 80 consumers; at least, that is the case with gas and also electric light; and then 
a hearing is ordered, and all the evidence is brought in by the complainant that he 
desires to, and the commission makes further investigation of the books of the 
company so far as it desires. 

The results I have explained somewhat at length in a book on municipal monop- 
olies, published in the spring of 1899. 

Q. (By Mr. Phillips. ) How do they enforce their decisions— this commission?— 
A. If their decision is not obeyed, they can appeal to the attorney-general and to 
the legislature, and the legislature may maxe special orders. There are some 
penalties in the law itself, and the legislature can make special penalties for 
special instances. There had been no appeal against a decision of these commis- 
sions for a number of years until the Haverhill gas decision last year, and that 
appeal has been taken to the United States courts on the ground that the commis- 
sion reduced the price too much. 

Q. (By Mr. Litchman.) I think it would be well for you to speak of the pro- 
vision of the Massachusetts law that prevents municipal acquisition of electric- 
light and gas plants without first purchasing the private plant already existing, 
if one does exist.— A. Yes; that is very important. The people in Massachusetts, 

I was going to say, were not altogether satisfied with the working of this commis- 
sion. 1 think the sentiment is that the commission has done good, but there is a 
rapidly growing demand to proceed another step and nndert^e to directly oper- 
ate many of these plants. In fact, there are a considerable number of munici- 
palities that have undertaken municipal operation of electric-lighting plants in 
Massachusetts, and there are three comparatively small places— Miadleboro, 
Wakefield, and Westfield— that have done the same in gas, out they have been 
slow about going into it in Massachusetts, because the law of purchase is such 
that they must buy out the existing plants, which it seems to me would be entirely 
fair, if the law fixed the price at the original cost, less depreciation— that is, at 
the structural value of the plant, or even at that plus 10 or 80 per cent, or what- 
ever may be decided upon as a reasonable addition to cover the possibility of error 
and to be liberal with the company. Instead the law provides that the court 
shall select referees to determine the price, and the law seems to imply that, while 
they shall not take account of the probable increasing of earnings that shall come 
with the growth of the city, they are to take account of the existing earnings. 
Practically, therefore, these referees fix a price based on present earning power. 
Now the State has the right in Massachusetts to reduce charges. But, although 
it has that right, it provides that the cities must buy those companies as though 
that right did not exist— that is, as if they could always continue to charge the 
existing rates; and there is a growing demand in Massachusetts for some amend- 
ment in the conditions of purchase. There is also a feeling that the commission 
should take the public more into its confidence in the publication of results that 
it gathers from the reports of the companies as to the c(«t of operation. I was 
employed recently in the case of the City of Springfield v.The G^ight Company 
before the commission, and although a good deal of information was furnished, 
the commission would not order the company to report what it was paying for 
coal or oil, although it was conceded and claimed by the company that teat was 
a vital matter, as it would prevent their making a reduction in the pr^ yet the,, 
public was not allowed to Imow, or the mayor or the attorney, except 4 could 
guess by studying the situation in the neighborhood. Now, it is held in Massa- 
chusetts that this is too CTeat a degree of conservatism and that there should be 
absolute puldicity as to all points germane to the issues at hand. 

Q. Can you speak of any instances where purchase has been attempted by 
mimcipalities and this pro^sion of the law has operated to the detriment of the 
municipality?— A. There are several cities; Chicopee Falls, Chicopee, and Glou- 
cester. But there are several others in the eastern part of Massachusetts that 
complain teat they paid very high prices for properties that were worth practically 
nothing but for a junk pile, and that they^ had to throw away nearly all^^the 
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plants after they bought them, although they had paid not only what the plant 
cost originally but in excess of it. But 1 still think the Massachusetts commiMion 
has given us some valuable lessons, and has gone a long way toward securing 
the publicity which is needed even under public ownership. They have com- 
pelled both the municipal and the private plants to keep their books according to 
the direction of the commission, and to make uniform reports. I believe, if 
anything, they control the municipal bookkeeping quite as much as they do the 


private, 

Q. (By Mr. BIennedy.} Does the consent of the commission have to be obtained 
before there can be any increase of capitalization?— A. Yes. 

In England there is great interest in regulation; but, after all, the tendency 
toward public ownership is proceeding with great rapidity, more so, if anything, 
than here. 

In England regulation mostly takes the form of bills in Parliament at the time the 
company is started, or subsequent bills whenever the company wants to increase 
stock and bonds. The companies in England can not increase their capitalization 
without special permits, and they are only allowed a permit for such an increase 
as the wants of the company at that time call for. As the plant grows with the 
growth of the community, they have to come to Parliament again in 10 to 3t> years 
for another grant of power. Tliey can not even buy an extra foot of land without 
going to Parliament for permission, and then comes an opportunity to investigate 
their charges and their efficiency of service, and there is a club constantly held over 
these companies to keep their accounts in proper shape. It is a very effective one, 
and there is no stock watering allowed there at all. Then there is an audit of 
accounts— a public audit of many of these private companies by central boards. 
Not in all cases, but take electric lighting; in electric lighting the private com- 
panies have to submit their complete returns, and I think their accounts are sub- 
ject to examination by the board of trade. These reports are not published, but 
are accessible to anybody who wants to go there, and are practically published 
every week as they are made. The accounts of municipalities are very carefully 
audited. There are two independent sets of auditors, an auditor elected by the 
city council and an auditor elected at large by the people, and these are a check 
on the other. The English auditor seems to have a greater reputation to main- 
tain than elsewhere, and they are very independent. They are almost a fourth 
body— a fourth cog in the wheel of government. A very admirable illustration 
appeared of this last month in the city of Manchester, England. One of the city 
auditors in auditing an account came to the conclusion that the head of the board 
of aldermen, Mr, Higginbottom, who had been asked by the city council to be their 
Lord Mayor for the next year- Mr. Higginbottom was denounced by the auditor 
in a public statement to the council jiving all the details, to the effect that in 
auditing the accounts of the electric-light and tramway companies— plants owned 
by the city— he found Mr. Higginbottom was interested financially as a director 
in certain companies that supplied electrical machinery to other companies that 
had contracts to construct track and miles of wire, and so on, for the city. That 
might not look to an American, who is accustomed to far worse things, as being 
very dishonest, because the contracts always went to the lowest bidder, and there 
was no evidence that any injury had been done to the municipality. Neverthe- 
less, Mr. Higginbottom was immediately forced by public opinion to resign from 
the council, ^ving up his hope of being Lord Mayor, and was retired forever to 
private life; and the council passed a resolution that they considered it essential 
to the development of municipal activity that no city official should be found 
indirectly interested in any contracts for the city while he was an official. Now, 
the auditor rendered that possible. ^He knew the facts and was independent 
enough to bring them out. The great lesson we get, I think, from the attempted 
regulation of these things, both in England and Massachusetts, is the importance 
of publicity, the importance of public accounting which shall control both the 
municfe^lities and the private companies furnishing these quasi-public lines of 
work. Tjmay say that in England the central governing body, the local govern- 
ment bol^, audits the county reports, and those of the poor-law guardians. The 
reports of the municipalities are not directly audited as yet by any central body, 
but the demand for it seems to be growing, although there is not so much ne^ 
of it there as here, because these locally selected auditors that audit there, with 
all their independence and powers, seem to preserve the English cities from abuses 
that exist here. We need it, and I want to call attention to the great work that 
is being done in Wyoming, which is the only State in this country which has 
attempted to audit all municipal and county accounts. All accounts of all the 
counties and subordinate local bodies in the State of Wyoming have to be audited 
bythe State auditor, who prescribes their methods of bookkee^g, and many asso- 
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to this country, like the American Economic Association and the New 
Bi^^d w aterworks Association and the street-railway and electric-light associa- 
tions and others, are all moving in that direction. Many of them have already 
indorsed the demand for at least a public audit of municipal work— and the demand 
is also growing for similar publicity with regard to all these local monopolies 
even when in private hands. I was very mucn impressed with its importance, 
when some 8 years ago I was asked to go to Albany to assist, by appearing Wore 
committees of the house and senate, the passage of a bill relating to New York gas 
companies. They were charging $1.25 a thousand feet. There was every reason 
to believe that the price should not be in excess of 75 cents, or probably should 
be less than that, because the average price in England is only about 75 cents. 
Take the companies ri^ht through, large and small together, and the cost of coal 
is higher in England than it is here; labor is less; material is about the same; oil 
is higher there. On the whole, there is no great reason to think that the cost 
should be very different, and yet the cost was very much higher here. Since 
precise data is always needed and usually lacking we put in our bill a provision 
giving the comptroller of New York City the right to audit all accounts of the 
New York gas companies, and that was stricken out by the friends of the com- 
panies as apparently one of the most dangerous things in the bill. They even 
felt more terrified over that than they did over the small reduction in the price, 
which was finally secured, of 6 cents a year for 6 years until it comes down to 
$1, which it will just reach next January. 

Now, turning to municipal ownership, the best place to begin, I think, is Eng- 
land, because they have had longer experience. The movement has been checked 
or kept back in the matter of water and gas by the same difficulties that have 
confronted the extension of it in Massachusetts, namely, the high prices that must 
be paid to buy out the plants. Before the interest in the subject had become 
very great in England all private companies had secured perpetual franchises in 
both water and gas, subject only to the prospect of being regulated whenever 
they came up to Parliament for additional borrowing powers, as I have already 
i^icated; and the English have a very keen regard for so-called vested interests. 
They have not gone so far as the American people, in recognizing the legis- 
lative right to reduce charges. Consequently, without much prospect of Parlia- 
ment’s reducing charges, although it legally has the right to do so, the companies 
were protected by the high price that they could expect to get if they were bought 
out. In spite of that, however, within the last 10 years some 40 gas companies 
have changed from private to public management, and over half of the water 
companies are publicly managed. A little over half of all the gas sold outside 
of London is made and sold by municipal plants. In the case of electric lighting 
and street railways, which, of course, are a recent development, the public had 
become awake to the dangers of perpetual franchises and the high prices tW 
would be paid iii purchasing them; consequently when they were chartered 20 to 
80 years ago they were only given limited franchises, for 21 years in the case of 
tramways, and 42 years in the case of electric light— some of them even only 21 
years; and in other cases the cities decided to begin by direct construction of their 
own plants and not have any private plant at all. That has particularly been the 
casein electric lighting, which is still more recent, of course, than street railways 
The result of that is that nearly one-half of all the electrical supply, both for 
lighting and power purposes, in England to-day is in the hands of the cities. 

In England this summer, where I had special opportunities for examination, 
as I was over there making some special studies for tne United States Department 
of Labor, having letters in that way to Government officials, I took occarion to 
visit the municipalities that were trying these various undertakings in England 
and Scotland, and I went to 20 or 80 of the leading municipalities, and had letters 
by which I was able to have interviews with some of the managers of the private 
compafiies— some of the largest, such as London, Sheffield, Liverpool, and so on. 
Attempting to find out just what was the real result, what Iwth enemies and 
friends of municipal operation could say, I found that in the case of tramways 
and electric light and water there was a special satisfaction with the results of 
public management. The private managements claim, however, that they had 
been unduly handicapped by the fact that they had only had short franchises. 
Whatever may have been the reason, the transfer to public management hi^ 
been attended with enormous development of plant and ou^ut and fcge reduc- 
tion in charges; but I did feel that perhaps the fairer comparison would be that 
of gas, where there had been no complaint on the part of the private companies 
that they had been handicapped, so I made a speml comparison ^ municipal 
and private gas works in England and Scotland, and there I found that there 
were both advantages and msadvantages, or advantages and difficulties, that 
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confronted tlie mnnicipal managem^t of these nndertakings. I found on the 
whole t^t the greatest difficulty consisted in keeping the workingmen q^te as 
energetically at work in public as in private management. They were well paid; 
but they had not yet fully appreciated that they were working for all of ns; 
but public employment created a somewhat higher morale— a better feeling of 
pubuc responsibility than working for private companies. In some cases they 
might have felt that^ working for the community, they perhaps could be pro- 
tected by the council if they didn’t work quite so efficiently. However, no 
great harm had come from this, because the municipal councils in England 
are composed of a very fine class of men, not only business men, but of labor 
leaders. There are very few political heelers there, and boodle is almost unknown 
in any direct form. I found prominent labor leaders like John Bums, Keir Hardie, 
and others awake to the fact that the workingmen don’t yet fully appreciate all 
the new responsibilities that were being thrown upon them, and were themselves 
beginning to develop and cultivate this sense of civic responsibility among them. 
I found also some complaint by some engineers that it was harder to get a rise of 
salary in a public plant than in a private, because it required so much publicity; 
it was discussed all over the city, and it was a little annoying to them, although 
it was not a very serious matter except to the nerves; but they said there was 
more liberality in paying engineers than there used to he, 

{By Mr. Conger.) You refer to civil engineers?— A. Superintendents and 
civil en^neers. I found that the tendency of public employment was to remove 
the abuses in the labor conditions, reducing hours and improving conditions every 
way. They did not, I think, attempt to go so far in these respects in England as 
perhaps in some American cities, where politics controls more than anything 
else. In the matter of wages they did attempt to pay the standard trade-union 
rate in municipal employment. 

Now, in tramways it has been the case that many private tramway or street- 
railway companies have refused to recognize unions and work their men very 
long hours. When the municipality took hold it introduced trade-union rates of 
wages and hours, etc. They did not attempt to go above that, but attempted to 
attain that level, but where there was no trade-union rate they attempted to 
give a decent scale of living. 

The advantages which have come from municipal operation over there seem to 
be twofold. One was the financial matter. As a matter of fact, they were charg- 
ing, if anything, less to the public than the private companifis were charging. 
There is a slight advantage in the matter of lower charges, and with the same 
service or even better service. I found a financial advantage, however, that was 
especially spoken of— they could borrow at from 3 to 3i per cent, while private 
companies were expecting to earn 7 to 10 per cent, and this allowed a large profit, 
which could be used for the public treasury, or it could be used, as some cities 
are using it, to reduce the pri^s. I was surprised to find that wlmt many would 
expect to be the weakest point in public management was the strongest over 
there, namely, their enterprise, their readiness to introduce the latest machinery 
and inventions. That was accounted for partly by the fact that they were paying 
higher wages and working the men less nours than many of the private com- 
panies, principally in tramways, and they therefore felt the desirability of having 
as much labor-saving machinery as possible. In the next place, they could borrow 
money much cheamr and get a good deal more of it, the city credit being much 
better than that of a private company, and they therefore were willing to put in 
the very best 'machinery without very much regard for expense, although they 
had always to have it properly recommended by competent engineers, and they 
had to have it submitted rirtually to engineers selected by the central board of 
trade or local government board. There was full supervision to see that there 
was no abuse in the matter. Then municipalities also have the tendency to 
reduce prices in their undertakings, and those reductions surprise them in tWr 
results. Consumption is increased even more than expected, preventing a loss 
which otherwise might have resulted. The companies are a little slower about 
any initiative in the reduction of rates— they are getting a good thing and they do 
not care to run a risk of losing it. The municipality, however, is Meetly influ- 
by public opinion and reduces the charges. There is one other advantiwe. 

^ You said a moment ago that you made a comparison of the efficiency of tne 
semce rendered by the municipality and the private corporations, and I was 
going to ask if you made a comparison as to the cost of production of gas by the 
private and municipal plants?— A. Yes. I was especially trying to study thiat. 

Q. What was the result of that investigation?— A. There was very slight differ- 
^ce in operating expenses aside from interest and dividends. There seemed to 
oeabetteropportunityforstudyingitin the case of gas than in the other case, and 
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90 1 OipeeWy Btudied It there. I found that Field’s analysis, which is the recog' 
niaed Standara authority all over the world, nonps a lot of companies together, 
and shows very slight differences in operating expenses. Then 1 made other 
studies, and talked with engineers in many places. They said that there might 
be an increased labor cost if it were not for the fact that in municipalities they 
put in more machinery, which counterbalanced any tendency to increase the labor 
cost, making a net result of slightly lower operating expenses before you get to any 

n jtion of dividends at all. That was rather surprising. One nught expect to 
that public management would be a little less efficient. They all admitted 
that they had to be a little bit careful to always try to get the workingmen to 
realize that they were now working for the public, and not working where they 
would not be properly supervised and could safely shirk, but although they had to 
face that difficulty, they had not been much injured by it, and in many cases not 
at all; Scotland especially not at all. 

Q, I understand, then, that you found that the labor cost was slightly increased, 
but that the net cost in the production of a thousand feet of gas, we will say, was 
a trifle less than in the case of private companies, because of the improved machin- 
ery that was frequently U8ed?~-A. That was almost right; not quite. The actual 
labor cost was not increased. It might have been increased had not machinery 
often been substituted for labor. If they had kept the old machinery, they prob- 
ably would have had a slightly increasea labor cost, but they put in so much new 
machinery that the actual results, when you come to tabulate them, of the cost of 
labor per thousand feet was less, as well as the salary account, although the men 
were being paid better wages. 

Q. But the net cost of production, then, exclusive of dividends and investments, 
was less?— A. Yes, was less; but the difference was not large; it was very slight. 

Q. (By Mr. A. L. Harris.) Do I understand the introduction of better machin- 
ery and better appliances reduced the number employed?— A. It virtually did 
that. The way they frequently manage it is this: The municipal plants are 
growing rapidly, owing to the fact that they cheapen the price, or that the com- 
munities are growing. Now, the introduction of tnis machinery does not usually 
lead to the discharge of men. but it enables them to get along without adding to 
the force with the increased consumption, so that it results virtually in less 
labor, although it might not result in the actual discharge of anybody. They 
always let some men go in summer on account of less consumption of gas than 
in winter. In the fall they would not, perhaps, put on as many men, the machin- 
ery being gradually introduced and being accompanied with such a correspond- 
ing increase of output all the time. There is actually a less number of laborers 
for a given output than there would be if they had not had the machinery, of 
course. 

I was going to speak of one other result, namely, the moral results on the 
council, ^t 18 , a better class of men have been willing to go into the city coun- 
cils and are even eager to go in. One of the best illustrations of that that I came 
across was at BirmiMham, although I was confronted -with it everywhere. 
Years ago, before Mr. Cnamberlain took the lead in securing public management 
of gas works at Birmingham, it was under private management, and the presi- 
dent was a very able man. His son is now, 1 understand, either chairman of the 
gas committee or is seeking to be its chairman of the gas committee. He is in the 
council and his great ambition is, as chairman of the gas committee of the coun- 
cil, to make as great a record in the city of making the gas works as his father 
made in running the private cas works under the old conditions. Otherwise that 
man never would have wanted to get in the city council at all. In general, I have 
discovered a tendency for the business men, the energetic and upright leaders of 
the community, to have an ambition to serve on these committees that manage 
great flnancial interests more than formerly prevailed, and it is beginning, I 
^nk, to reach down and affect the enj^eers and superintendents, and it is 
thought that it will ultimately reach the labor forces; but it is rather recent yet 
and tnat remains to be seen. 

Now, in America the results of municipal ownership are mostly conflned to 
water, since there is very little else except in electric lighting, which I will speak 
of in fk moment. It is very difficult to study, the water question satisfactorily, 
because of the enormous character of the study and the little information that we 
have. That is true of all municipal matters in America— the lack of uniform 
accounting in either publicly managed enterprises or privately managed monop- 
olies accounts for that. But some things seem to stand out very clearlyin the 
water question, from all the facts attained, such as the late report of the Depart- 
ment of Labor and other reports that havs been made from time to time. One 
of the things that stands out most conspicuously is that the charges are lower 
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usnally under public management. Another fact usually is the increased number 
of fire^dorants and the extensions of mains to suburbs to supply all the commu- 
nity. f’ollowing that, although it has not been very much investigated, there 
seems to be often some tendency to reduce fire risks, fire hazards, and all that. 
There is a growing desire to increase the number of municipal waterworks— the 
number is increasing. Not long ago I noticed that in our largest cities there 
was only, I think, one instance of a waterworks that originally started in public 
hands going back to private ownership, and that one. New Orleans, has returned 
to city management. In the same list of over fifty largest cities there are 20 
instances of change from private to public management. 

Q. (By Mr. C(3Nqer.) Could you furnish us with either a list or summary of 
the number of cities of, say, 50,000 inhabitants or more which have the munici- 
pal water plant and those whose water plants are in private liands?— A. Yes; I 
can. Of the 7H cities of over 50,000 population in 1000 only the following 10 have 
m-ivate ownership of waterworks, San Francisco, Cal.; New Haven, Conn.; 
raterson, N. J.; St. Joseph, Mo.; Omaha, Nebr.; Los Angeles, Cal.; Memphis, 
Tenn.; Scranton, Pa.: Bridgeport, Conn.; Oakland, Cal.; Des Moines, Iowa; 
Utica, N. Y.; Peoria, 111.; Charleston, S. C.; San Antonio, Tex.; Elizabeth, N. J.; 
Wilkesbarre, Pa.; Kansas City, Kans.; Portland, Me. 

Q. (By Mr. Litchman.) How far is the claim made by the advocates of pri- 
vate ownership that an advantage, which is only an apparent advantage, is given 
to municipal ownersliip by the fact that inh^rest on the cost of construction is 
not reckoned as an element of th(‘ cost of the municipal plants?— A. I will take 
that up l ight now, although I had planned to speak about the electric light, hav- 
ing siioken of water, but I will be glad to put it in right here. The common com- 
parisons that we come across of the charges and profits of municipal plants in 
this country arc criticised with considerable justice. Unless the plant has been 
paid for out of the net eaniings, as in some cases is true, like the Richmond Gas 
Works and Philadelphia Gas Works, and in many other ca.sea, hundreds of them— 
unless the plant has been paid for out of the net earnings, interest on the cost 
must be included in the expen.ses. Then, too, there are the taxes which a private 
company would pay if it was managing it. 

Q. If the interest is reckoned, and the taxes paid by the private corporation, 
does not tlie consuiiKU' have to pay it?— A. I think, perhaps, I had better answer 
this way: In comparing a public and private plant, account will naturally be 
taken of the difference in charges. A.ssumo that the advantage is, as it probably 
would be, on the .side of the municipality. Then we want to supplement that by 
the (juestion whether the municipal plant has counted in its cost all its expenses. 
Having already put down as an advantage the difference in price, we can not 
count that over again. But now wo will consider, in the first place, what the total 
income to the city from the plant was, and then how much of that went to operat- 
ing expenses; secondly, how much would have been ab.sorbed in interest; third, 
how much the loss is in taxes, which would have been paid if a private company 
had been supplying the product, 

Q, Would not the private corporation have charged that cost to the consumer 
in the price of the product delivered?— A. That is true. 

Well, then, in the last analy.sis is not the cost piled up by the private corpo- 
ration?— A. I see what you mean. I think perhaps I can explain the situation all 
right so we will both agree on it. If you are comparing what the public plant is 
charging in this city, we will say, for water, with what a private company would 
charge, then your point of view is coiTect, If you are comparing what the cost 
of water may bo in Wa.shington. under public ownership, with what it might be 
in some other city actually supplying to-day under private ownership, then you 
agree with me, and that is the way the comparisons are usually made. 

Now, to go on with the water question one step farther. I think I have come 
across a great many waterworks engineers that seemed to have a great sense of 
public spirit in the management of the enterprise, who were very proud of the 
fact that they were connected with a public enterprise, and I believe are doing 
as good work as is done anywhere in the country. The sentiment is becoming 
almost overwhelming that water should be owned and managed by the commu- 
nity. The question at issue more relates to gas, electric lights, and street rail- 
ways. I think the principles are very much the same in those cases, but it is only 
a question of expeaienev how fast to go. I do not expect we can go suddenly 
from one system to another. I believe, whether we like it or not, we will admit 
me tendency is toward municipal ownership. I do not expect, however, it will 
become universal in our lifetime, but that it will grow relatively faster than pri- 
bwneiship seems to me the teaching of history. 

That is true of electric lighting. I was going to say with regard to electric 
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lighting that while the amount of capital invested in public electric-light i)lant8 is 
but a small percentage of the total, that is not quite fair evidence of the interest 
in the subject of municipal management of electric-lighting plants. These plants 
are kept back by hostile legislation. Many legislatures are so much dominated 
by the interests opposed to public management that they refuse to allow cities to 
operate plants. Especially do they refuse to allow them to sell electric light to 
private consumers, and that very much checks the growth of these plants; or 
they pass laws regulating the terms under which tliey must purchase private 
plants. 

Q. Like Massachusetts?— A. Like Massachusetts; and Connecticut is still worse; 
but, despite all this, these plants are growing. I think some of the best electric- 
light plants of the country are now public plants, as in Chicago and Detroit. 
Under the present superintendent, Mr. Ellicott, backed up by civil-service rules, 
the cost of operation in Chicago fell from about $96.76 in ISDf), for arc lights, to 
$55.93 in 1899. I may say the Chicago plant is the largest electric street lighting 
plant in the world owned by a municipality. 

In Allegheny, with 1 ,300 arc lights, the operating expenses last year were $47.85. 
Add 4 per cent interest, and even 5 per cent for depreciation, and add such taxes 
as a private corporation would have paid, and you only bring it up to $71.17. 

In Detroit, which has about 3,000 arc lights under public management, the 
operating expenses last year were $40.30 per arc light. 

Q. (By Mr. A. L. Harris.) Are each of the same candlepower?— A. Yes; each 
are of the same candlepower— about 3,000 nominally. 

Interest at 4 per cent on cost adds $13.89. Depreciation, at 3 per cent, would add 
$10.13. This is from the report of the Detroit electric-light commission. And 
taxes, such as a private company would pay in that city, adds $3.14, bringing the 
total to $66.45. Now, I do not give these various figures to contrast the three 
cities, where prices of coal, etc., differ, but to contra.st the charges there with the 
average charges in large privately owned electric-light plants in big cities. 

Take Alleglieny , for example. I do not know how it is this year, but until this 
year Pittsburg, right across the river, was paying $95 to $100 for the same kind 
of arc light that Allegheny was getting for less than $75, including sinking-fund 
charges. 

So take Detroit. When Detroit was considering the construction of a lighting 
plant 5 or 6 years ago, the be.st bid they could get was $103 a year on a 10-yeaf 
contract. The first year or two it cost tnem about $103 , after allowing for interest 
and sinking-fund charges. The cost was reduced steadily until , as 1 3 U 8 t said, last 
year, after allowing interest and depreciation charges, they brought the cost to 
only two-thirds of the best contract the city could get at the time when it entered 
upon the construction of its plant. And yet Detroit has been handicapped by not 
having the economies which would have resulted if it could have also sold to 
private consumers, and the additional advantage that many lighting plants get, 
particularly in England, and private companies in this country, where they are 
under the same management as electric street railways and where from the same 
power plant they furnish power for all purposes. 

Q. (By Mr. Conger.) Can you tell us by making a comparison as to the extent 
to which these municipally owned electric lighting plants are allowed to do com- 
mercial lighting in this country and in England?— A. In England all of the pub- 
lic plants are allowed to do commercial lighting; in this country but a small 
proportion of them, but I can not give you the exact figures upon it. I do not 
Know that these facts are available. That is one point that would be very good 
to investigate. In Massachusetts they are allowed to do it. 

Q. Is it a fact that a very large majority of the municipally owned electric 
lighting plants in this country are doing what is generally termeu public lighting 
only?— -A. That is true. It seems to be the theory that the city is not justified in 
doing commercial lighting; that its functions should be that of lighting its own 
streets; but it seems to me that it is a function of the city to look out for the 
interests of its people. The moment you recomize that lighting is itself a 
monopoly, although of course it is right to treat tne private company already in 
the field fairly, I tnink it ought to be^ught out. I do not believe in a city going 
ahead without any consideration for the existing company, although I do not 
agree eithei -with the Massachusetts law, which compels such a high price. 

In considering the development of the electric light, I tried to make a good 
many comparisons in this little book on municipal monopolies, published by 
Crowell; and I notice Carroll D. Wright, on a slightly larger scale, madecompan- 
sons in his last report, selecting and classifying plants, public and private, in 
groups according to the number of hours and according to their magnitude. I 
attempted to do it according to the cost of coal, too, for that is a very important 
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factor. Both his figures and mine indicate the superiority of municipal opera- 
tions. When I classified all the plants of the large industries together, there 
were a few plants that had been sold and gone back to private management; but 
I have noticed in my attempts to study it for some years that for every plant that 
has gone back to private management there are probably 20 that have turned 
from private to public. And, nirther, we speak of some public plants having 
been financial failures, but you will see even some private companies that have 
gone into bankruptcy and failure. 

Q. (By Mr. A. L. Harris.) Have you investigated the cause of these fail- 
ures?— A. Generally speaking, the cause of these failures has been the spoils sys- 
tem in politics. I should say broadly that was the chief factor. Sometimes there 
has been connected with it the lack of general business sense in the council, lead- 
ing to the selection of a poor engineer or to not improving the plant sufficiently 
and, equipping it up to date. That is another factor. The two generally are apt 
to go together. But it is evidence of the vitality of the movement that despite 
these tremendous drawbacks it is stil 1 growing so rapidly. I do think its growth is 
greatly restricted by these handicaps, and that there will come a new interest 
in the improvement of municipal government when there is brought home to the 
people more than it has thus far been the relation between the reform in govern- 
ment, civil-service reform, etc., and the possibility of extending the management 
of the monopolistic industries. Now, I am not a socialist, and do not believe that 
all industries should bo owned and controlled by the people. I think where com- 
petition continues that it slionld he allowed to continue, and I expect that cqm- 

{ letition will always continue in many lines of business; but where competition 
ireaks down of its own weight, and monopoly comes by apparently an evolution 
of things, then the public must control it in some way. I do not even say they 
have the present capacity to own and operate all of them, but they should begin by 
learning through publicity of accounts wlnit profits these monopolies are making, 
and by seeing what can be done through regulation and taxation. But experi- 
ments m municipal op(u‘ation should bo at once undertaken and the causes of 
success or failure should be carefully studied and widely noted. 

I was going to say right here, I think the greatest trouble in the civil-service 
reform movement thus far in this country has been, not that the leaders of it have 
not had the best intentions, but they did not have popular sympathies and wanted 
after reforming the Government to put it on the shelf and have it do nothing. 
As a friend of mine said the othiT day, he did not see what great advantage there 
was in trying to get a reformed government which was not to do anything 
afterwards. But when people begin to see a connection between the improving 
of the Government and having it practically useful in a cooperative way, and in 
bringing them to that possilnlity of living more remote from the city through 
cheap transportation, cneap fuel, cheap light, and all that— for gas is coming 
more and more in use for fuel— and cheap telephone and telegraph service, which 
I have not touched upon to-day; and so on, there will be an increase in that popu- 
lar interest in having the Government better managed. 

Q. How far will peqietual franchises interfere with municipal ownership?— 
A. lam informed by some of the best lawyers, some of whom are still in the 
employ of largo private companies, that if the time comes— and they believe it 
will— when the public is ready to treat these companies as they treat each other, 
or, even without going as far as that, when it is simply desired to exercise what 
legal rights the people have, they will find ways of both regulation and of securing a 
purchase at a reasonable figure. Most of these franchises have defects in them. 
There is many a street railway company in America that has failed to secure a 
franchise for some connection in the street, and they have constantly to go to the 
councils for some further extensions, rights to tear up the streets, etc.; and then 
in other cases there are reserved rights which the courts are coming more and 
more generally to recognize in the State legislatures to regulate charges and to 
tax by special forms of taxation monopolistic earnings. I have no doubt what- 
ever that when the people really wish to take hold of this question they will find 
very many legal ways to get at it without any destruction of our form of govern- 
ment, and that the courts will find ways to sustain them. 

9- (By Mr. Litchman.) It will be somewhat in the way the perpetual fran- 
chise of the steamboat route on the Hudson was, which was afterwards declared 
to be unconstitutional?— A. Yes; it will be that. I have heard one of the most 
prominent lawyers in the city of New York say that he thought a 50-year fran- 
chise was much more safe than a perpetual, and much less liable to be disturbed 
by the courts— or a 99-year franchise, or anything of that kind. I was going to 
suggest that there are certain points that a commission like this could very well 
study up and devote a little time to, if so disposed. One is the comparison of the 
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labor conditions in public and private managed monopolies in this country— the 
study of the wages, I mean, the hours of labor, the tenure of employment in pub* 
lie and private gas companies, street railways, electric-light and water works. 
That would furnish many opportunities of comparing the two systems. Again, 
municipal accounting. And third, 1 think it might be a very excellent thing to 
tabulate all the facts that liave thus far been gathered in this country and 
Europe, where authoritative investigations have been made on this subject. 
What I mean is this: There has been a late committee in Parliament on par- 
liamentary trading. It has not made a report yet, but it has taken testimony 
all last year— had a stack of testimony that high [indicating] that has not 
been accessible to American readers or to many in Enrope. Now.^ it would 
be a very good thing to cull the facts out of that testimony. And the United 
States Department of Labor has issued a volume as large as this lower one here 
[indicating] . That has only a very small amount of tabulation and classification 
compared to the amount of data. There is a great deal more to be extracted from 
that report than has been done. There are otluir investigations that might well 
be put through the crucible and out of it come a digest of what has been gathered. 
This should ne done in a perfectly scientific spirit, without attempting to prove 
anything, but just finding out what facts wo have and what they tend to show, so 
far as they are authoritative. Then, if the commi.ssion care to go into it, I think 
it would be a capital thing to select some of the leading public and private plants 
in America—not all, by any means, but a limited number, perliaps 35 waterworks 
of each kind, and so of electric-lighting plants. You can not go beyond that, 
because there are not as many public street railways now as in tliese other depart- 
ments; but have the best investigation pos.sible of those plants as typical with 
regard to their enterprise, with regard to their engineering conditions, whether 
they are paying, whiem plants are most up to date considering the work tliey have 
to do, which plants have the best results in operating exptnises, in treatment of 
labor, and all that, and in charges, and so on. A very interesting comparison could 
be made along that line, I am very sure, if the commission cared to go into it. Then 
it could work out the capitalization of these companies and the extent to which 
ownership is becoming consolidated. It would be a very interesting thing to 
make a study of the few syndicates that have .such weight and such widely 
extended interests all over the country in these enterprises; the street-rail wa ; 
interests and gas interests as well being not only consolidated, as I say, in one 
city, but the same people controlling them in one city are controlling them in 
others. You will find the Standard Oil Company and its directors are having a 
very large interest in gas and street-railway enterpri ses all over the country. That 
would be a veiy interesting thing to bring out, I think. 

Q. tBy Mr. Phhj.ips.) You .spoke of the telephone and the telegraph?— A. Yes; 
I mentioned that somewhat vaguely. 

Q. Will you please give us some information on that?— A. I will; a little. In 
England this .summer I found the municipal operation of telephones extending 
very rapidly. I visited the telephone exchange in Glasgow, where the municipal- 
ity will soon begin placing telephones for 10,000 or 1.5,000 subscribers; and in 
London they are soon to begin; and the charges are going to be less, scarcely more 
than one-half what the private companies have been charging. The (1-overnment 
owns the trunk line in England connecting the various cities, and then the munic- 
ipalities are going to construct, and are constructing in some cases, plants for 
their districts. The work, of course, has not gone on far enough yet to know 
what the results will be. They are looking forward with great confidence: and in 
some other countries where they have been managing tno telephones for some 
time, like Norway and Sweden and some portions of Germany, there has been very 
much satisfaction; and that is one reason why they are going into it so much in Eng- 
land. I think that in this country there is quite an opportunity for municipal- 
ities to develop telephone service in connection with the police and fire-alarm 
system, and to extend gradually. I noticed some little tendency that way in 
Chicago, until a greatly reduced rate was made to the city by the company. 
But for the benefit of the private consumer it would be (juite an advantage to 
develop telephone service in this way if you can not secure a reduced rate for 
service in any other way. In fact, I like to see municipal activity develop on 
general principles. I think it tends to increase the interest in government; it 
tends to increase, I think, our faith in democracy if a city finds it is able to man- 
age such monopolies as those we are speaking of. Still, I am not wedded to it, 
and, I think, in many cases the public are not ready for it. In many cases we 
have got to go through a period of attempted regulation before the people are 
ready for public ownership and operation, and regulation will not hurt anything 
for any of us, and the more light we can have and the more publicity the better; 
then we will know more fully what we do need. ^ 
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Q. (By Mr, A. L. Harris.) It is not universally used, is it, like water?--A. Tliat 
is true; and yet it is astonisning how much the telephone will be used when it is 
reduced. I lived in a town in Kansas— Manhattan— for two years, where the 
rate was abnormally low, although it was owned by a private company. But 
that company was enterprising and believed that it could make more money by 
low charges, and it did make over 10 per cent. But the charge in that town for 
household use was only $1 a month. To be sure that does not mean that they 
could afford to do that in an enormously large city, for this exception applies 
there to a certain extent, that the cost increases with the size of the plant, and 
in most other lines of business it decreases. The number of connections you 
liave with others tends to increase the operating expenses somewhat per plione, 
but not enough to justify the large charges in general in cities. In Kansas that 
low price leu to almost everyone having a telephone. A dollar a month for 
houses, and a little more in stores, led to almost every family and every merchant 
having a telephone. And I think that reasonable charges for telephone servicje in 
this country would lead to more than double its use. It would also lead to people 
of more moderate income, of $1,000 or $1,200, using them. 

Q. (By Mr. Conger.) Do you know how many telephones there were in that 
oxtmange, approximately? How much of a city was it?— A. It was a little over 
3,000, aside from the college. 

(^. Did the company make any money at those rates?— A. It did; it made good 
dividends. 

This company that I referred to had 220 phones in that town of 3,000 popula- 
tion, of whi(“h 170 were in houses and 50 business phones. When you think that 
3,000 poimlation only moans about 000 families, 220 phones means one phone in 
every three families. 

Q. (By Mr. Phillips.) Have you any remedial legislation to suggest along 
these lines?— A. I would suggest that the true legislation probably will have to 
be State legislation; but this commission can recommend uniformity of State 
legi.slation along certain lines, and it might very well recommend also that a Gov- 
ernment department— I suggest the Department of Labor— might continue its 
investigations and systematize the bookkeeping of cities by an investigation of 
their accounts and a report upon them annually. The United States Department 
of Labor has recently made an investigation of cities of over 30,000 population. It 
mmht be urged to keep it up an(l extend it down to cilies of smaller size. 

0. But it has no authority to dictate any form of Iwokkeeping— the Department 
of Labor?— A. No; but it would have an influence in calling the attention of the 
country to the need of it, the more it tries to get this infonnation. 

Q. (By Mr. Litchman.) Do you find, as the result of this investigation, that 
the law re(iuiring that in Massachusetts, as applied to electric-light companies, 
has worked satisfactorily? — A. That feature of it has, I am sure, I understand 
the gas people themselves and the electric-light people say that in private manage- 
ment it has led them to observe how much better some companies were doing 
than others, and has led them to introduce improvements, so that they do not 
object to it in that respect if it does not lead to too much agitation over reducing 
prices. They do not like that, of course. 

As to recommendations further, there might be recommendations to the St^ites 
as to the conferring upon the State auditor the power to investigate every year 
and audit the accounts of quasi-public corporations using the streets and also the 
accounts of municipalities, I think that would be a reasonable suggestion which 
would not frighten anybody and is right along the line of what is needed. There 
18 nothing radical about it really, and yet it is really radical in its results and 
18 one of the most important things that can be done. I do not know that the 
commission had better make any positive recommendations as to the policy of 
ownership. I think the people will decide that question as they get the mfonna- 
tion. But what the commission can well do is to get all the information possible 
and then suggest ways by which more can be gotten in every State and in the 
National Government. 

I would bring out this point, as to me it is a very important one in considering 
^estions of municipal activity. It is suggested, How are you going to get rid of 
me spoils system? I have referred to that already, but I want to say this further. 
We see under private management the efforts of these vastly influential and 
wealthy companies to keep their old franchises or to get better ones or to escape 
their share of taxation. They are in politics now. I was told only the other 
day by a very intelligent employee of a certain ^as company that all the employ- 
j ^ company, although it was privately owned, had to be recom- 
mended to their places by the political boss or their precinct, and had to keep up 
their membership in the organization in order to retain their positions! When 
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the Philadelphia gas works were still under public hands, they were buying 40 

F heard the supenntendent say to an investigating committee of the Pennsylvania 
senate that they always took their employees at the recommendation of the Phila- 
del^ia aldermen, and that they did not keep them more than an hour if they were 
inemcient. In fact, they were not anxious to keep a great many of them a long 
time, because, he said, “The more different people we can hire in a given month 
the more aldennen we can please the more times.” These companies are in poli- 
tics, in other words, now, and they are one of the most demoralizing factors in 
politics; I believe it is going to bo easier to convince the people of the need of 
civil-service reform and business efficiency than it is to get rid of the demoraliza- 
tion connected with this relation of private companies to legislative and adminis- 
trative bodies. In directing work against the evil conditions of the present spoils 
svstem we do not encounter very much i^mpathy from the loading business men, 
the powerful interests of a community. One can express his antipathy to the spoils 
system, can work against it very hard, and his lo(;al opportunities for employ- 
ment, the circulation of his paper and his position in any line of activity, as a 
merchant, manufacturer, or professional man, is not likely to be very much hurt. 
But let him come out with equal energy to prevent certain influences controlling 
the granting of franchises in the way they are granted, and demand better ref- 
lation, and, if he is a lawyer, he finds his clients of the most profitable type falling 
away; ho is apt to find, if he is a business man, more or less influence working 
against him; advertising will fall away from his paper, and in every other line 
the results will bo the same. And so I think it is really harder to improve the 
regulation of private management than it is to reform the abuses of public man- 
agement. Still, I do not mean to say from that— and I have repeated that sev- 
eral times— that any change can be sudden; but I believe there are evils and 
dangers in public management that will have to be very fully recognized and 
very carefully guarded against. We need not expect that we are going to jump 
into the millennium; only I ladieve the lU'Of ess will lie in the direction of 
municipal management in those lines, even if it only goes as far as it has gone in 
England, until half the cities have publicly owned gas works and half have 
private management. The private companies in England do not oppose the pub- 
lic as they do here, because of the fact that half of the cities are under public 
management in those things and the other (‘ompanies know that they will be 
in danger if they do not look out. The pHncipfe of competition is an admira- 
ble thing. I think we should have a greater approach to eiiuality in this coun- 
try between the cities that are owning and the cities that are not owning at all. 
The Brooklyn Bridgd is an admirable example of public and private manage- 
ment of street railways. Since it was taken over by private management there is 
a great deal more fault-finding and dissatisfaction tnan there was before. It is 
now practically under private management. It gave for many years one of the 
most admirable examples of public management we have— right at the doors of 
New York and Brooklyn. 

(J. (By Mr. Conger.) Do you know whether one-half of the cities of Great 
Bntaiu nave street railways under municipal operation?— A. Just about one- 
half, I should say. I can ^et more exact details on that. About one-half of all 
the electric energy supplied for the combined purposes of street railways and 

» is municipal. Local authorities in Great Britain own 630 miles out of 
operate 333. 

Q. Those two enterprises— *the street railways and the lighting— go together?— 
A. There is more and niore tendency to have the same power stations. 

Q. Is there a common universal fare on street railways there?— A. No; they 
have a system, which I do not like very well, of graduated fares according to 
distance. That is found in private management just as much as it is in public 
management. The tendency under public management is to increase the dis- 
tance you can ride for a given fare, and a few cities are talking of soon introduc- 
ing the uniform fare like the American. They have also introduced it in the 
private subway which has just been completed and is running in London. In 
Liverpool, where the city has very lately acquired the street railways, they are 
talWii of introducing it. 

Q. There is no example of uniform fare on a street railway in Great Britain?— 
A. I will not say that there may not be two or three instances within a year. I 
think there may be, but only a few. 

Q. You spoke in the early part of your testimony of a system of municipal own- 
ersnip of tracks and private operation of the railway. Are there any notable 
examples of that system in Great Britain; and if so, what are they?— A. There 
were a good many like Glasgow. There are still 44 such, but 17 others were 
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gradually succeeded by municipal operation when the franchises ran out. The 
companies did not seem to be as progressive as the people wanted. Now, whether 
it was due to this system of ownership, or whether it was due to the limited 
nature of their franchises, I would not undertake to say. 

Q. Do you know what the time limit of those franchises was?— A. It was 21 
years. 

Q. For operation?— A. Yes. 

Q. And that system, according to your observation, has not been very satisfactory 
in Great Britain?— A. No. I do not say that the English people would feel sorry 
they went through it. They would tell you, I think, that if they had not done 
that they probably would have surrendered the whole thing to a private com- 
pany at the time it was undertaken years ago, and in that way would financially 
have been worse off. It enabled them, when they did want public ownership, to 
get it easier and cheaper, but purely as a system of operation 1 do not think they 
are very well satisfied with it. 

(Testimony closed.) 


W.vsHiNOTON, D. C., December 11, 1900. 


TESTIMONY OF MR. ALLEN RIPLEY FOOTE. 

Editor of Public Policy, Chicago. 

The commission met at 10.40 a. m., Vice-Chainnan Phillips presiding. At that 
time Mr. Allen Ripley Foote, of Chicago, 111., editor and proprietor of Public 
Policy, was introduced as a witness, and, being duly sworn, testified as follows: 

Q. (By Mr. Litciiman.) Please give your full name, your post-office address, 
and your occupation or profession.— A. Allen Ripley Foote; post-office address, 
1112 Market street, Chicago; editor and proprietor of Public Policy. 

As editor of the paper have you made studies of economic subjects?— A. 

Yes. 

Q. And particularly in relation to municipal ownership of what are commonly 
known as public monopolies?— A. Yes. 

Q. What wa.s your xu’ofession before engaging in the editing of this paper?— A. 
I have been a student of these subjects and a writer upon them for about 10 
years. The first work that I did in a published form w'as a small book issued in 
1889 under the title of The Economic Value of Electric Light and Power. Fol- 
lowing that I compiled the laws of each State in the Union affecting public-serv- 
ice corporations within municipalities. That was a very large work, and covered 
all the laws of each State in the United States, from the organization of the State 
up to the date when the work was completed, and the decisions of the courts. 
To do that work I employed an attorney in each State to write up the section for 
his State. Then I had an editing attorney who wrote a general section and edited 
the attorneys’ work. My own j)art of that work was a discussion of the economic 
principles involved in that legislation. Since then I have been writing pamphlets 
and addressing different organizations on these subjects. In 1890 I drew the 
schedules for the Eleventh Census that had to do with the electrical industries. 

Q. Now, will you kindly, in your own way, give us a statement of your views 
in relation to the municipal ownership or control of these so-called public monop- 
olie8?--A. I can do that in a very brief way by simply referring to some matters 
^at will give the record exactly. In 1890, at the annual meeting, then held in 
'^^*^hington,of the American Economic Association, I offered two resolutions 
which define my position on this question then and since and now. They are very 
short and I will read them. 

(Reading:) '' Resolved, first, That a committee be appointed to designate the 
divisions of accounts, and the items to be included in each, that should be kept 
by corporations performing (juasi public services. 

Resolved, second, That said divisions be so made that the effect of each essen- 
tial economic factor will be shown, to the end that correct statistics may be 
obfamed through a uniform method of accounting as a basis for intelligent eco- 
nomic discussion and legislation.” 

My remark following that is simply this: 

(Reading:) “ We must first agree on what items constitute cost; then we must 
8^ to it that these items are honestly included in all stetements of cost. This 
done, we are in a position to take intelligent action, and may then award the con- 
tract to the municipality or to private enterprise, whichever in the light of the 
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facts so obtained may appear to be to the best economic advantage of the greater 
number of people—those who toil and are poor.” 

That is my attitude on the question and always has been— is to-day. In the 
discussion referred to in my law book I have a paragraph to show my attitude, 
which I will read. 

(Reading:) “ When a public need is to be supplied the service must be rendered 
either by the representatives of the public in the name and for the account of the 
public or by industrial corporations in the name and for the account of their 
share and bond holders. Which course shall be pursued is purely a question of 
public policy. The economic principle involved is that of serving the interests of 
every individual economically through the public service rendered. If this result 
is gained under the management or a political monopoly more effetdually than 
under the management of an industrial monopoly, then the State is bound, by the 
sacred trust it represents, to place and keep the management under the adminis- 
tration of the political monopoly; but if the reverse be true, the duty imposed 
upon the State demands that it shall place and keep the management under the 
administration of an industrial monopoly.’' 

Here is another paragraph: 

(Reading:) “ It may be affirmed as a fundamental economic principle for the 
guidance of economic legislation that no public need should be supplied under 
the management of a political monopoly that can be supplied with equal eco- 
nomic advantage to the users of the service under the management of an indus- 
trial monopoly. The best interest of the users of the service is the first object 
of the protection and care of the State.” 

Here are two propositions: 

(Reading:) “First. That an industrial corporation organized to supply a 
perpetual municipal need shall have the exclusive right to supply the need 
perpetually. 

“Second. That all accounts shall be honc.stlyand correctly kept; that economic 
thrift shall be insisted upon in every department, and that charges for the use of 
sevices shall bear a fixed relation to the necessary cost of production.” 

This, I judge, is sufficient to indicate my position on tlie (juestion. 

That work was done in 1893. Since then I have been studying these questions 
in every form in which I came in contact with them, and I have no occasion 
to change my position in the matter. My last work was in connection with the 
Ohio legislature last winter (1900). I attempted to draft some bills to bring 
my views into practical use. You will see at once from the attitude I take 
that I say a uniform system of accounts is fundamental to any settlement 
of the question, whichever way it is settled. The facts must be known; you 
must act upon the basis of fact or you can not act intelligently. Therefore I 
have concentrated all my work these 10 years directly to that point, working up 
to that point. It is now getting to bo (j[uite well understood, and there is a great 
deal of work being done towara starting a system of uniform accounting. 

The best work that has been done in that line is in the State of Wyoming. 
That State has an examiner who has boon in office about 10 years. His powers 
are ample and his work is good, and the benefits derived from the work in that 
State are sufficient justification for the representation that has been made. I 
have in my hands a paper that the State examiner, Mr. Henderson, is to read 
this week before the League of American Municipalities. (Charleston. S. 0., 
December 13-16, 1900.) 

(By Mr. Clark.) Is this gentleman a State officer?— A. Yes; he has held this 
portion of State examiner for about 10 years, and this paper gives his experience 
of the practical workings of it. Mr. Henderson is known as the State examiner. 
We would call hkn auditor, but they use the title “examiner.” The law under 
which he acts gives him authority to enter into any office where there is a public 
account kept and examine the accounts. He examines the accounts of all the State 
institutions, the State University, the State corrections establishments, the insane 
asylums, and all public institutions. He examines all the accounts of the county 
commissioners— I do not know whether they have townships or not; but the law is 
very broad. It lets him examine every account that affects the public interest. 
He reports to the governor. The law gives him the authority to enter the office, 
make an examination at any time he pleases, without notice, and if he finds a 6on- 
dition that justifies it, it er^owers him to take possession of the office in the 
name of the governor of the State and turn the incumbent out instantly, making 
his report to the ^vemor, of course, and having his action justified afterwards. 
It is broad enou^ to cover every contingency of that kind. He can compel the 
attendance of witnesses, the production of all books and papers, put people under 
oath, and take evidence, etc. 
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Q. (By Mr. Phillips.) Does he do this through expert accountants, or do it all 
himself?— A. Ho does it himself. 

Q. Is he able to do it all?— A. You know that State is small; that is one of the 
advantages. There has been an opportunity where the system could be experi- 
mented with on a .small scale; but the work is ample justification; and in the light 
of the advantages mentioned in the statement Mr. Henderson makes, 1 can not see 
how any State legislature can refuse to put this system in operation in any State. 

Q. (By Mr. Litchman.) You think there is nothing that would prevent the appli- 
cation of this system to a larger State— examining the accounts in a larger State 
by the use of an additional number of examiners?— A. The principle of the law i.s 
all right. Of course, when you come to your adjustments, it takes a different 
form. In .some States you would (rail your man the controller or the auditor; you 
would want the work done through one office or another, or you might create an 
independent office for it, but that is all detail. 

Q. But the main i)oint is the system of public accountants?— A. Yes. I have 
been in close touch with Mr. Henderson for a number of years and he has fur- 
nished me the pages of all his forms of acrcounts and everything of that kind, so 
I am about as familiar with it as I could be, not being in the State and working 
with him. And I get his reports. 

(By Mr. Kennedy.) His duties relate to the (piasi-niiblic or so-called munic- 
ipal monopolies only, and not to all the corporations of the State?— A. The law 
(loes not apply to the corporations; it applies to all public accounts. 

The title of this paper is this: “The benefits derived fr(un uniformity and 
independent auditing of public accounts.” 

Q. (By Mr. Litchman.) And this leads up to the position which you take on 
this (piestion, and is in detailed explanation of that?— A. Yes. 

Q. (By Mr. A. L. Harris.) I suppose Mr. Hmiderson, of course, gives full 
autiK'rity for that paper to be used by you in your testimony?— A. It is in my 
hands, to be used in my discn^tion. 

(The paper above alluded to was th(*reupon r(*ad l)y the witness, as follows:) 

The Benefits Derived from Uniformity and Independent Auditing op 
Public Accounts. 

[\ piipor hy Harry B HcTirkTson, .State examiner for the State of WvomliiK, road before the League 

of Ainenean Municipalities at its fourth annual eonventlon, held at Charleston , .S. C., December 

I'i-l.'S, 1900,] 

In discussing this subject it must bo a.ssumed that a uniform system of 
accounting has been adopted; that the State 'or States, as the case may be, have 
provided by statute for the creation of the office of examiner, and tnat he has 
entered upon his duties. 

HIGHER standard IN ADMINISTRATION. 

A plan for uniform accounting can not be made operative without the machin- 
ery necessary, i. e., a statute providing in general terms for the creation of an 
omce or commission that shall be vested with power to provide the necessary 
fonns to bo used in establishing the system. 

The creation of the office of examiner or of a commission indicates clearly the 
desire of the people to rise to a higher standard in the administration of public 
affairs. This statement you may question, but I hope to be able to show conclu- 
sively that uniform accounting and public auditing or examination bring a higher 
standard of intelligence and morals among office seekers and officeholders and 
that the burden of taxation borne by the people and taxpaying public is lessened. 

BEGINNINGS OF THE SYSTEM- WYOMING’S LEAD. 

Uniformity in accounting and State examination by an authorized officer or com- 
mission, in so far as it relates to State, county, and municipal affairs, is of recent 
^ believe that the then Territory of North Dakota was the first to pro- 
vide for a Territorial examiner, whose duties were briefly prescribed and were of 
a superficial nature. 

Mmnesota next followed Dakota’s example and included with the duties pre- 
^nbed by the Dakota statute the examination of accounts of building associa- 
tions. • 

Wyoming was first to provide for the examination of the accounts of State and 
county officers and accounts of State institutions and State banks. Later the law 
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was so amended that at the present time the examiner has full and complete 
supervision of every public account within the State, whether State, county, 
municipal, or school district. 

In more recent years attempts by other States to enact a law having provisions 
similar to the law in effect in Wyoming have almost all, for various reasons, 
failed of enactment. The opposition to the passage of such a law has come from 
all sides except the taxpaying public. 


SOURCES OF OPPOSITION TO THE SYSTEM. 

Among those opposing such a measure may bo found designing officeholders, 
schoolbook companies, liridge companies, and others, including individual mem- 
bers of boards of trustees, regents and faculties of universities, colleges, and his- 
torical societies, none of whom have any material interest in the economical 
administration of the affairs of public government. I regret to make a statement 
of this nature, but it will be an advantage to those whoso efforts will be directed 
during the coming winter toward securing the favorable consideration of such a 
law by their legislatures to know where their opposition may be found. 


MEANING OF THE TERM “UNIFORM ACCOUNTING." 

To determine the benefits we must ascertain what is meant by uniform account- 
ing. Uniform means regular, unvaried, alike, consistent. 

Unifonnitv in accounting provides that all records shall be alike; that is to say, 
records of all county treasurers shall be alike in form; tlieir reports shall be alike; 
in fact, the method of keeping accounts shall be so similar that the treasurer of 
one county might enter the office of any other county treasurer within the State 
and at once be able to keep the accounts of the office and perform the duties as 
successfully as the true incumbent. This is what we term uniformity in 
accounting. 

ALE PUBLIC ACCOUNTS SHOULD BE INCLUDED IN THE SYSTEM. 

How far should it extend? To every county, city, town , borough , village, school 
district^, or other political subdivision, and last, but not least, to every officer 
of the State and all of the State institutions. It should bo so complete as to 
embrace every department of goveniment within the State. Each department 
should have records and report blanks e.specially prepared and should report upon 
call to the officer having supervision on a date already passed. Under this plan 
it will be possible to compare the receipts and disbursements in every department 
of government with those of the previous year, and the finances of one county or 
city may be compared with a neighboring county or city. Further, the report 
will show the sources of receipts and the purpose of disbursements. 

ADVANTAGES OF SUPERVISION. DEPARTMENT SELF-SUSTAINING. 

But, you ask, are there any benefits to be derived from such a system of 
accounting without the supervision of some one charged with the duties of an 
examiner? Yes, there are advantages, but the statistics are not recognized as 
being reliable; they have not been under the scrutiny of a disinterested and 
unprejudiced person. 

Permit me to sav that superior advantages will be derived if there is supervi- 
sion by an officer having authority to ascertain whether or not such reports are 
correct. Such an officer should be free from all alliances with aiw other office; 
he should have no superior officer save and except the governor. The expense of 
maintaining his department will be amply repaid through the system he will 
enforce and the funds illegally disbursed that he will recover. From one source 
alone I derive for the State 60 per cent more per annum than is necessary to meet 
the cost of my department. The duties of a State examiner are not confined to 
merely checking up and examining the reports of officers; they embrace a 
thorough examination of the accounts and checking them into the proper charge 
columns. 

. DUTIES OF AN EXAMINER. 

A technical and detailed examination of the accounts of all fiduciary officers 
must be made; an examination of this character leads to an inquiry into the sev- 
eral causes for the creation of certain lines of expense. The examiner must 
renort truly and intelligently, without fear or favor, and it is his duty, and he 
will, if he 18 a proper officer, ascertain whether or not the expenffiture of public 
funds has been economical. 
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“ He must Be a business man, having the abito to manage and direct one of 
the gn'^^atest business interests of our country. He must be able to confer in an 
advik>ry capacity with the officers whose accounts he supervises. Too often 
individuals are elected to public office who have no adapation to the business to 
be performed; their education and training have been along other lines. Then it 
is that the impartial counsel of an examiner becomes of value to the public. It 
is then that his business experience operates to the benefit of the governed." 

LAVISH EXPENDITURES IN THE ABSENCE OK SUPERVISION. 

Having defined uniform accounting and briefly enumerated the duties of an 
examiner, I will now endeavor to set forth some of the benefits to be derived. I 
can not give you the experience of a predecessor, Wyoming's system having been 
developed under my supervision. I want to give you facts, not theories, and 
trust tnat you will bear with me in my remarks, that are necessarily of a personal 
character. 

During the early period of settlement in the West the value of money was not 
as carefully considered as at the present time. Individuals were lavish with 
their own funds and oftentimes with borrowed money, and they subsequently 
found that in a remarkably short time a competency had been squandered, and 
that their liabilities largely exceeded their assets. 

Tins condition was not confined to individual interests or private enterprises, 
but was manifest in a greater degree, perhaps, in public affairs. It would seem 
that in every new county created or municipality organized the first effort made 
by the per.sons having charge and control of public affairs was to create an 
indebtedness evidenced by warrants or other securities, and to lavishly expend 
the proceeds without regard for the interests of the ta.xpaying public or future 
generations. 

^ I have referred to this condition as existing in the West; perhaps it is not con- 
fined to that particular locality; in fact, if reports are to be relied upon, I am dis- 
posed to believe that there are at this time just such conditions existing in many 
municipalities and other public governments of States located east of the Mis- 
si.ssippi River. 

WYOMINO’k (CONDITION BEFORE ADOPTING THE SYSTEM. 

Wyoming, in common with other States, suffered from the negligence and lack 
of business methods that prevailed amon^' public officers. Her county indebted- 
ness had increased from year to year, while there was no i)prceptible increase in 
the value of her improvements. 

Our constitution provided tliat any indebtedness existing at the date the Terri- 
tory was admitted to statehood might be bonded, provided the bonds issued should 
not exceed 4 per cent of the assessed valuation of the county or municipality, 
as the case might be. The counties availed themselves of this privilege, but, with 
perhaps two exceptions, immediately proceeded to create new indebtedness, con- 
trary to the provisions of the statute, that would subsequently have to be legalized 
and cared for or repudiated. The ultimate result attending the creation of such 
indebtedness was not a matter of serious consideration of the officers who assisted 
in creating it. 


BEGINNING OF BETTER CONDITIONS. 

In 1892 I found that the expense of our county governments amounted to 
$413,000, a large amount of which could not be and was not paid from the revenues 
then collected. 

In 1893 I endeavored to curtail expenses and abolish the system of creating an 
indebtedness that had no legal standing. In this I succeeded, with a few excep- 
tions, and subsequently secured the enactment of a provision of law maWng it an 
offense to create any indebtedness in excess of the actual receipts of the current 
year for public account, the current year, as defined, being from the first Monday 
in January last past to the first Monday in January next ensuing. 

AN EFFECTIVE REMEDY FOR UNTHRIFTY ADMINISTRATION. 

This law further provided that any indebtedness created in excess of such 
rweipts should be null and void, as against the county or other corporation, but 
tMt It would oi^rate as a lien against the officers creating the same and their 
bondsmen. This restriction had the desired effect. 
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EVERY COUNTY ON CASH BASIS. TAXATION REDUCED. TOTAL COUNTY EXPENSES 
$117,000 LESS THAN IN 1892. 

In 1892 there were two (;c unities in our State upon an approximate cash basis. 
County scrip was sold at from 50 to 90 cents on the dollar. To-day every county 
of the State is on a cash basis and has a surplus to carry over to the succeeding 
year. This condition has existed for two years, notwithstanding the fact that our 
rates of taxation have decreased annually. Tlie expense of maintaining our 
county governments in the year 18J)9, compared with 1892, shows a decrease'of 
$117,000. 


NO INDKIJTEDNESS IN MUNICIPALITIES, COUNTIES, OR STATE THAT CAN NOT BE 
DISCHARGED FROM CURRENT REVENUES. 

Our towns and municipalities generally are upon an absolute cash basis and in 
none is there any indebtneas created that can not be discharged from the revenues 
that are levied and collected for the cun-ept year. In State affairs the same 
degree of excellency obtains. No indebtedness is created in excess of the revenues, 
and no warrant is issued that can not be paid upon presentation to the State 
treasurer, 

HOW Tins CONDITION WAS BROUGHT ABOUT. 

The question arises, How was this condition brought about? 

First. The examiners reports are written and are open to the public. The 
criticisms passi'd or the compliments (‘xpressed are publish('d by the newspapers 
and disseminated among the public in general. 

Second. The standard of integrity and competency of those nominated and 
elected has been materially (devated, and in securing business men and taxpayers 
to a^ninister the affairs of government the interests of all have been protected. 

PUBI.IC AFFAIRS SHOULD BE ADMINISTERED AS (!AREFULLY AS PRIVATE INTERESTS. 

I maintain that it is the consensus of opinion that public affairs should be 
administered as carefully as private interests; that the individuals delegated to 
conduct public affairs should have as much ability as the men employed by our 
business corporations. 

AN EQUIVALENT SHOULD BE RENDERED FOR EVERY DOLT.AR EXPENDED. 

Those in charge of the various departments of goveniment in my State believe 
that the interests of all are best served by a rigid enforcement of economy; that 
for every dollar expended there should be its eijuivalent rendered either in labor 
or material. Every dollar expended under our present system is worth $1.33 as 
expended before we had uniform accounting or State supervision. This accounts 
in a measure for the decrease in our expenses. We have closer tax collections, 
and it can be positively stated that every dollar collected is accounted for. 

STATE SUPERVISION ELIMINATES OPPORTUNITIES FOR EMBEZZLEMENT AND CORRECTS 
INNOCENT MISTAKES OF FIDUCIARY OFFICERS. 

We have had but one default that was not paid in full without a suit at law. 
The amount involved in that case, which was compromised, was about $400. As 
a matter of fact, State supervision eliminates the opportunities to embezzle public 
funds. The officer knows that his acts will be thoroughly investigated, and this 
knowledge lessens temptation. 

Fiduciary officers will make mistakes; in fact, we are all liable to err, but such 
mistakes are not willful, and when attention is called to them they are at once 
rectified and will not occur a second time. 

The examiner is valuable to the administration when difficult problems are pre- 
sented, His experience enables him to reach conclusions readily, and he is keen 
and quick to discover the loopholes and dead falls that are embraced in every 
proposition of magnitude. It is through his efforts that prejudice and personal 
quarrels in public affairs can be overcome. His interests is for the good of the 
people at large and not for any clique. 
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VALUE OF ONE EXAMINATION A LESSON PROM EXPERIENCE. 

Recently I examined the records of a small town upon two matters that remiired 
personal information. The examination was voluntary, the necessity not oeinj; 
apparent to the town officers. After 2 days of hard work I called the council or 
board of trustees together and brought to their attention conditions unknown to 
them that were of vital importance to the people of the town and its property 
interests. No deficiency of funds was shown, yet the meeting of the board was 
an important one, and after talking with them for 1 hour, advising them of their 
duties and calling their attention to certain ordinances, I was informed that the 
meeting had been most profitable; that the advice was worth $500 to the city in 
the administration of its affairs. If the advice was worth $500, the examination, 
with its disclosures, was worth more. 

A RELIABLE BAROMETER FOR THE GUIDANCE OF PUBLIC^ POLICY. 

With uniformity in accounting you will have a barometer to guide you in pub- 
lic affairs; you will have a definite knowledge of what percentage of your income 
is from taxation and what from other sources; what percentage of the taxes levied 
arc collected and the class of people who escape the collector, willfully or other- 
wise. 

Without uniform accounting, how many know the purposes to which the gen- 
eral revenues of governments are divertedV Practically none except the disbursing 
officer and the auditing board. Comparative and uniform statements, with all 
expenses properly classified, arc not prepared and the administration has only a 
general knowledge of its expenditures. 

UNIFORM ACCOUNTING NE{;ESSARY TO A CORRECT DETERMINATION OF THE POLICY 
OF MUNICIPAL OWNERSHIP. 

Permit me to call attention to our public-service industries and the -popular 
tlieme of municipal ownership. Upon what basis can it be determined whether 
or not such industries would be self-supporting? What plans or methods would 
you employ showing the entire cost of ownership and operation? How will it be 
known whether the city is receiving its just earnings? if you believe in business 
principles, you must believe in uniform accounting. 

CORRECT ACCOUNTING THE RIGHT OF EVERY TAXPAYER. 

Uniform and correct accounting go hand in hand and are inseparable, and I 
affirm that the best results can only bo obtained through these two principles. 

In correct accounting we believe in the proper classification of all receipts and 
disbursements. It is the right of the taxpayer and the officers of every public 
government to have the accounts .show truly and correctly the expenses oi operat- 
ing and controlling such governments, and yet in no other department of business 
do the people give so little attention to the application and use of their funds. 

A man employs a steward in his hoiusehola and intrusts him ^vith the purchas- 
ing of all su^iplies, but when the accounts are presented for payment he carefully 
scans every item on the bill, and should there bo an overcharge upon any article 
charged he immediately registers a complaint. Does the same rule apply in public 
affaip? Do the individuals who pay taxes carefully scan every account? 

If it is necessary for the head of the hou.seliold to scan the accounts of the stew- 
ard, is it not fully essential that he .shall scan the accounts and inuuire into the 
various expenditures made by those who occupy the position of public steward? 

UNIFORM ACCOUNTING REDUCES TAXATION. 

Uniform accounting and State examination will reduce taxes. In making this 
statement I am prepared to substantiate it by the results in my own State. It 
leads to public economy in every department of government. 

Someone has said, “One felt like apologizing to an intelligent people when he 
recommended uniform accounting and State examination.” In this I heartily 
concur. 

A FUNDAMENTAL PRINCIPLE OF PROGRESS. 

The necessity of the system is so apparent that it needs no recommendation. 
It 18 a fundamental principle that should be embraced in every department of 
government. It is not a reform idea. It is progression. It is the matter of 
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enforcing a system so complete and yet so simple that every taxpayer may under- 
stand what it means. It forms a basis upon which the revenues for the support 
of any government can be estimated with a reasonable degree of positiveness. 
I take it that we are not gathered together with the intention of establishing any 
reforms whatsoever; rather that this convocation is for the purpose of diffusing 
knowledge and formulating plans in government that have a progressive 
tendency. 

MUNICIPAL OWNERSHIP WITHOUT UNIFORM ACOOUNTINO IS LIKE BUYING “A PIG 
IN A POKE.” 

Municipal ownership has been recommended by this league as one of the prin- 
ciples looking toward more perfect eiiualization of burdens, and relieving the 
taxpayer in a measure at least. It matters not whether or not 1 am in favor of 
this principle, but it does matter whether or not we have a full and complete 
knowledge of the cost and operation of such industries, whereby a reasonable con- 
clusion of the value of the property can be determined. W ith haphazard methods 
of accounting, there is absolutely no way of arriving at this conclusion, and I 
maintain that the purchase of public-service properties, where there is neither 
uniform accounting nor State supervision, is like buying “a pig in a poke.” 

A couple of years since a friend of mine was urged by a house handling a large 
bond business to purchase some street-railway bonds in a city in the Middle W est. 
The securities were recommended as gilt-edged, and a small block of the bonds 
was purchased. In less than a year thereafter he received a letter from the bond 
house to the effect that it had been found that the plant was in a poor physical 
condition, that the statement of the company showing receipts and disbursements 
and general expenses had proved unreliable, and the securities wore much depre- 
ciated and there was practically no opportunity for him to realize fully upon his 
claim. All of this within less than a year. 

Engineers and experts had reported upon this property, but it seems that their 
first report did not correspond with the second. That the engineer should have 
discovered the condition of the property is unquestioned, but the chief cause for 
criticism was the system of accounting. I mention this fact to call attention to 
conditions that may be encountered in the purchase of public utilities by municipal 
corporations. 

AN IDENTICAL SYSTEM FOR PUBLICLY AND PRIVATET.Y OWNED AND OPERATED 
PUBLIC-SERVICE UTII.ITIES. 

Let US have a period of uniform acitounting and State supervision, provide that 
the accounts of quasi-public corporations shall be subject to such State officer or 
commission, and that the form of records he shall prescribe shall be the form of 
records employed in keeping the accounts, and we will then have a reasonable 
basis upon which to establish our calculations. 

After this method has been employed for a few years I believe that instead of 
municipal ownership a better plan will be devised. The public-service company 
will be permitted— 

First. To retain from its earnings the interest on its bonded debt. 

Second. A reasonable interest on the investment. 

Third. A reasonable profit upon the investment. 

Fourth. A sinking fund for the redemption of the bonds as they mature. 

Fifth. A reasonable amount to be set aside annually for maintaining the physical 
condition of the property. 

Sixth. Dividing the residue, if any, between the company and the municipal 
corporation. 


HONEST AND INTELLIGENT MEN WANTED IN OFFICE. 

In a convention that I attended not long since I heard a great deal about dis- 
honest public officials, in that they were controlled by quasi-public corporations 
and that such corporations controlled primaries in both the great political parties 
and secured the nomination of men to office whom they could control. I am not 
a corporation man. I do not own a share of stock in any corporation in the 
Unit^ States, but I wish to say that general statements like the foregoing are 
erroneous and misleading. 

Corporations are anxious that men should be elected to office who possess a high 
degree of business ability and who are honest and will furnish an economical 
adpainistration of the affairs over which they preside. They are not fearful of an 
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honest and intelligent body of men, but capital and corporations alike are fearful 
of officers who represent dishonest principles; and if such men are nominated to 
office by people wno vote blindly ana without consideration of their own interests 
as taxpayers, it is altogether probable that corporations will do what they can to 
protect their own interests. 

THE LEAGUE OF AMERICAN MUNICIPALITIES SHOULD JOIN FORCES WITH ALL 
WHO ARE WORKING FOR THE ENACTMENT OF LAWS TO ESTABLISH UNIFORM 
ACCOUNTING. 

Resolutions adopted in 1898 by the League of American Municipalities not only 
recommend that a system of uniform accounting and State examination shall 
apply to public accounts, but that it shall reach and embrace public service 
corporations. 

This league stands committed to the principle of uniform accounting and State 
examination, and it would be impolitic to recede; yet, so far as I am informed, 
no action has been taken toward the enactment of the provisions of its resolution 
into State laws. 

However, bills providing for uniformity in accounting and State examination 
have been introduced in several State legi.slatures during the past two years, and 
I l>elieve that the educational plan adopted since by some of these States will 
finally result in the enactment of a law that will commend itself to every honest 
and liberty-loving citizen. 

It is possible that if this league and all the other associations now working 
along these same lines could .ioin forces, satisfactory results would be more 
surely and speedily realized. 

Note.— A fter the above paper had been read, in closing its proceedings, the 
League of Ameri(;an Municipalities adopted the following resolutions: 

'^Renolved, That uniform municipal accounting is desirable, and that the 
executive committee of tliis league is authorized to cooperate with other organi- 
zations to that end through its president and secretary, or in such other manner 
as it sees fit.” 

Mr. Clarke. I would like to make the remark that the paper is interesting from 
the point of view of a new State, but in all our older States systems of accounting 
and public examination, (piite similar to that described in the paper, only neces- 
sarily diversified, have long been in vogue. We could not have successfully run 
our States without them. 

The Witness. There is no State in which there is any uniformity in the system 
of the public accounts of the State. Every town and every county keeps its own 
records, mid they may be correctly kept, but there is no unifonnity with the 
records of the other towns and counties in the State. 

Q. (By Mr. Phillii’s.) Have you examined into all the States in that regard, so 
that you can make such a broad statement?— A. That statement is made upon the 
^me sort of information that comes to one studying the subject and hunting for 
just such information. In the last two sessions of the Now York legislature there 
was an attempt to enact a bill to have uniform accounting between the cities of a 
certain class in the State. It did not apply to all of the cities in the State. The 
State of Minnesota has a partial system, but it is not complete. An effort was 
made in the Indiana le^slature last session to introduce the system, but it was 
not made law. The bill that I have published' in this little pamphlet [here indi- 
cating] was introduced in the Ohio legislature at its last session (1900) , but it was 
not enacted. 

Q* (By Mr. F arquhar. ) I would like to ask a question about a statement made in 
the paper— that municipal ownership is the equalization of burdens. Is there any 
practical proof that municipal or political monopoly has done or can do better 
work than a properly supervised industrial monopoly?— A. The two things are 
not comparable. For instance, take waterworks that have been operated under 
private ownership. When the waterworks were under private ownership, 
everything had to be paid for by private capital, in the way of extending 
lines and making improvements and connections and that sort of thing, and the 
rates had to be sufficient to pay all their operating expenses, and at the same time 
whatev^ profit made by the operation. It was all collected through their 
rates. You take these same works and let the municipality buy them; tney will 
frequently reduce the price to the consumer, but they will make up the deficiency 
from taxation. They will extend the service lines and charge it as a special 
improvement and have it paid for by taxation, and then, of course, the two tWgs 
are not comparable at all. 

Q* (By Mr. Litchman.) Is it not a fact that the consumer in the case of the 
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private enterprise pays all that cost, and in addition to it, pays the profit on 
whatever stock is held oy the private corporation?— A. That should be the fact. It 
is a fact if they get any profit. 

Q. (By Mr. Kennedy.) Do they not get profits?— A. Some do and some do not. 

Q. (By Mr. Litchman.) Is it not also a fact that in the case of the private cor- 
poration the unearned increment goes to the private corporation and not to the 
public at large?— A. As the business has been done, that is a fact. 

Then that being true, and the elements of cost by whatever computation 
being the same, and assuming honesty in both cases, is there not an advantage in 
municipal ownership, at least to the extent of the profit obtained by the pnvate 
corporation?— A. I will state that to you, I think, very clearly. As an economic 
proposition, as I said in the resolutions which I first read, we must agree on what 
items must be included in the cost, and then we must know that they are there. 
I advocate that the accounts of all public-service utilities, whether they be owned 
by the municipality or the public, or whether they bo owned by a private enter- 
prise— I claim that the accounts for either class of ownership should be kept by a 
uniform system that would be prescribed by the State and should be audited by 
the State; that the accounts should be identical for public and private ownership. 
If you get that point established, then wo are where we can establish all the other 
points. 

Now, take your statement. If wo have these accounts, the showing of cost 
will parallel each other, if you please. Then comes the profit of the private cor- 

E oration that you aro asking for. I have never yet met a gentleman, no matter 
ow earnestly he might be a believer in and an advocate of municipal ownership, 
who would not concede that so long as private capital is used for these services 
it is entitled to a reasonable iirofit. If private management is more efficient 
than public management— and that is the claim of the private ownership side of 
the question— then the cost under private management will be less than it will be 
under public management. If that efficiency amounts to— we will say 10 per cent, 
then the cost of management under private companies, plus 10 per cent for profit, 
will be no greater than the public cost. Now, if you have your contracts with 
the private corj)oration so aminged that the price to bo charged by the private 
corporation is determined by (M)st so determined, plus a profit so limited, then you 
will have a price to the private user that will be no greater under private owner- 
ship than it will be under public ownership. 

Q. (By Mr. Farquhar.) This is predicated on the uniform public account?— A. 
Absolutely so. You can not do it without the public account. 

Q. The first part of the premise is that both sides shall have a public account- 
ing?— A. Certainly; absolutely so. But we do not take the word of the corpora- 
tions, nor do we take the word of the municipal politician, but we take the word 
of the State auditor. 

In fixing a price for the service you can do it for a term of years. You 
can not do it every year; it would keep things unnecessarily stirred up. Make it 
for a term of 5 years, if you please, or 10 years. My proposition is that when 
we sit down to fix a price— we will say for 10 years— of gas in a town, we put our 
data through this uniform system of accounting, so that we know just what the cost 
is. We have our legal limit for our profit for the corporation, which I have said 
should be limited at twice the rate the city pays on the bonds where the service 
is being rendered— if the city has 4 per cent bonds the corporation would have an 
8 per cent margin for its profits. Now, we can calculate very closely what rate 
will produce that on the past 5 years’ business. Taking that as a basis we are 
able to estimate for the 5 years to come, and fix our price. 

The unearned increment comes in very largely through ^owth of popula- 
tion; sometimes there are advantages gained in new apparatus, in the ways of 
doing business. At the end of 5 years an accounting may show that the esti- 
mate We make to-day has overrun and there is a surplus. The proposition I have 
made in my bill would divide that surplus equally between the city and the cor- 
poration, That disposes of the unearaed increment up to that point, but you will 
see at once there could be no surplus unless the cost was on a lower level than 
you had estimated. Then you will con'ect that by making another price based on 
this new basis of cost— lower level of cost — and you go on for another period of 
5 or 10 years. In this way the people, as a final result, will get practically all 
the unearned increment, or the benefits, or excess of benefits derived in any way. 
This is as I understand it. 

Q. (By Mr. Litchman.) In that connection you admit that such is not the con- 
dition now?— A. No, it is not the condition. I know it; you know it; it is a mat- 
ter of public knowledge. We have no law that will permit this condition to be 
established. 
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Q, Under the conditions as the^ now exist, so far as vour investigations have 
shown, which is preferable, municipal ownership or the private ownership of 
these public monopolies?— A. Well, on that point I will have to say this: You 
take the business of the municipalities of the country to-day as a whole, I do not 
think that they are to-day developed to that degree of efficiency where it would 
be a safe proposition for the taxpayers of the municipalities to operate their own 
gas works, street lights, telephone, street railroads, and waterworks, and the 
whole outfit of utilities. I tmnk it would ruin the property owners of any city 
to have it done. 

Q. (By Mr. Kennedy.) What have you to say about the government-owned 
waterworks of the city of Washington, in comparison with the private water- 
works in some cities with which you are familiar? I take it you are familiar with 
the system here and the rates and so forth, and might compare them with some 
cities where private individuals or corporations own the waterworks.— A. I will 
say this on that point: I am not familiar, as a matter of detail, with the 
fibres that you would have me mention, but I have frequently done this: Where 
a private coi’poration had the question up of the price of its lighting— public light- 
ing, if you please; to renew its price for public lighting— and the question has 
come to be as to whether or not it was better for the town to own and operate its 
own plant or make a contract with the private company— you know there is 
always some dispute as to the rates to be charged— I have in a number of cases 
advised the private company to offer to the municipality to fix the price at a rate 
that would be shown to be the cost of the service as produced by municipalities 
owning and o])erating their own works, tiiking for the test say three municipally 
owned plants, as near as they could where the conditions would be similar, mak- 
ing the investigation for that purpose, and, of course, adjusting the economic 
differences in location, number of lights, etc. 

Q. (By Mr. Litchman.) In the case of a municipality there is no watering of 
stock, is there?— A. In fact, there is no stock. 

Q. There is no fictitious cost in the shape of excess of capital on which it is 
presumed a dividend has to be eanied?— A. No; there should be none. 

Q. Why is it not possible for the municipality to erect its plant as cheaply as 
the private corporation?— A. For the very same reason that you can not go into 
any municipality and pick out any piece of public work and show that it is done as 
economically as the same work is done under private management. I have never 
talked with a mayor who would not say frankly that if the business of his town 
was his in-ivate business he could so manage it that there would be quite a margin 
of .saving. That is the best way I can have of establishing the point I have made. 

What I want to take security against is,— I do not want to give currency to state- 
ments based on accounts that I have not audited myself or that I do not Imow 
much about. That is fair, is it not? 

Come riglit back to the broad proposition: If municipal ownership is more 
economical to the public than private ownership, the very proposition I laid down 
10 years ago, worked into practical effect, will establish that point. Then, that 
point being established, I have not the slightest objection to having all public- 
service utilities transferred to municipal ownership; but if, on the other hand, 
private managers show that their management is more efficient than public man- 
agement, then there is no reason why they should be transferred to municipal 
ownership. My whole work is to got the accounts and laws into shape so that wo 
can carry out this proposition. 

Q. (By Mr. Farquhar.) What was the genesis of this municipal ownership— 
the venality of the municipalities, boards of aldermen, etc., or the inefficient 
management of the public work?— A. I think the initial point in advocating 
municipl ownership comes from the thought of people who feel that the public 
should have all the benefits; and they naturally grasp or jump at the idea— at the 
conclucion that if the municipality owns and operates, of course they will save the 
profit that the corporation makes, and they are aided in that idea by some of the 
grasping and injudicious things that the corporations do. 

Q. You take it that the main reason for the desire of public ownership was 
public savine?— A. Yes. 

Q. Was it because of the excess profits the private corporations made, or was it 
because the jieople thought that the public would be better served by the munici- 
pality than by a co^ration?— A. I think the initial idea is that the corporations 
make excessive profits and that the only way to avoid that is for the municipality 
to ovra and o^rate these monopolies and save the profits for the people. I think 
that if the puDlic knew the profits were not excessive and that there was only this 
marmn of 8 or 10 per cent that I advocate, the demand for municip^ ownership 
would be much lessened, 

16a — ’■ -8 
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Q. (By Mr. Kennedy.) Are there not instances where the profits are most 
excessive?— A. There undoubtedly are. 

Q. Is it the case in this citv in the matter of gas?— A. I do not know. 

Q. (By Mr. Farquhar.) As far as you have any knowledge of the practical 
working of the two systems, do you believe that municipal ownership, as distin- 
guishea from corporation management, is a saving to the municipality?— A. The 
trouble comes in answering a question of that kind. Take Detroit, if you please, 
where they built a municipal plant. They were authorized to spend $600,000 and 
issue bonds to that amount. The private corporation that had been doing the serv- 
ice had been getting what you might call the old-time price when the industry 
was new. The prices were a great deal higher than they are now. The corpora- 
tion offered to contract with the city of Detroit to furnish the light under a 10-year 
contract at $102 per year. The price they had been getting was $1 80 under f onner 
conditions. Now if a comparison is made between what it is now costing in 
Detroit under municipal ownership and the old figures— that is the way it is 
usually done— of course a saving is shown. But the last time I examined the 
accounts in Detroit, on the basis of the records— I only took the reports and did 
not examine the books; I assumed the records were honestly kept, and I believe 
they are as good a set of records as we have anywhere— but taking the statement 
made in their published reports, and then making an allowance for depreciation, 
which does not appear in their published reports, as 1 think it should, and taking 
into consideration the taxes that the city has lost by public ownership , and the inter- 
est on the investment, and adding that to their operating expenses, the cost per 
lamp at that time, for some 1 ,700 arc lamps, was about the same as that for which 
I, as a private individual consumer, can go to the private company and buy the 
service of one lamp. 

Q. (By Mr. Conger.) What figure was that?— A. Well, say $90 or less. 

Q. (By Mr. Litchman.) Did I understand you to say that this price would 
have been $90?— A. This was 2 years ago that I made the examination. 

Q. What would have been the condition of the city if it had made the contract 
at $102?— A. It would be paying $102. 

Q. Actually more?— A. That would have been the condition. 

Q. Is not that a saving to the city?— A. It is a saving to the city as against that 
condition, but the point I wanted to bring out is this: That if the city had been 
permitted by the law to make a contract with the private corporation on the basis 
that I have described all of that saving would have been made through the 
private contract just as well as through the public contract. 

Q. You stated that at first they wanted to make a contract for $102 for 10 
years?- A. I said that was the offer. 

Q. Now, if the city had made that contract it would have been bound for 10 
years at that price?— A. It would; yes. 

Q. You further state that the actual cost, including every item of cost that 
would have been charged up to the private corporation, was only $90.— A. 
Yes; $90. 

Q. Why does not that show a prima facie case in favor of the municipal oper- 
ation?— A. It does up to that point, but when you are speaking of the saving 
that the municipality is making during the lapse of years since the making of 
the contract or since the contract was offered the pnee to the private consumer 
has been reduced by the private corporation right along, until it stands, as you 
might say, parallel with the cost of the public corporation. 

Q. But the public would have got no advantage from that under the 10-year 
contract?— A. No. 

Mr. Farquhar. Mr. Foote does not advocate the 10-year contract on the basis 
on which it was proposed. 

The Witness. I have not advocated anything of the kind. 

Q. (ByJMr. Farquhar. ) Had that been on the basis, however, of public account- 
ing, it would have been very well understood whether the city was getting the 
benefit of the later improvements and the lessening of cost in the production of 
light, wouldn’t it?— A. Had that been on the basis of public accounting the price 
would not have been determined by a bid; it would have been determined by the 
cost, and the cost has fallen in these years. It has fallen to the private consumer. 

Q. (By Mr. Litchman.) Did you state that these estimates would be based on 
5-year periods?— A. Well, I said that, and I said that in the case a suri^lus was 
creat^it would be divided between the municipality and the corporation, and 
then you would have 

Q. (Interrupting.) If there was a deficit?— A. If there was a deficit vou would 
have to take one oi two courses— you would have to caity that deficit forward to 
1)6 made up by the hope of an increase in the next 6 years, or you would have to 
raise youi* price. 
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Q. (By Mr. Farquhar.) Wasn’t there, in the first a^tation of this municipal 
ownership, a great deal said about the amount that private corporations had to 
pay to boards of aldermen, city ofiicers, etc., to get contracts, and then to hold 
them? In other words, was there not a charge of venality made against these 
local bodies, and that contractors were parties to them?— A. I want to keep one 
point clear in mind. I think the demana for municipal ownership originated not 
in the venality you speak of, but in the socialistic idea. The basis of it is social- 
ism, and it originates with that class of people who want the city to own and 
operate everything. It comes from that source. Of course they take advantage 
of these corrupt alliances between corporations and politicians as one of their 
arguments, and they say that they can have better municipal governments by 
giving the municipal governments more to do; that if they have larger interests 
to be handled, they can get men of greater ability to handle them, and that this 
coiTuption, which we all deplore, would be overcome through that process. But 
that all seems to me like making a person virtuous by giving him more opportu- 
nities. The city of New York certainly has large enough interests to have able 
men. If that argument was valid, it ought to .show good results there; but, so 
far as outsiders are informed, it has not sliown such results. 

Q. (By Mr. Litohmw.) Is it not a fair offset for that that some private corpo- 
rations have been so handled as to result in large; bankruptcies and disasters, thus 
proving mismanagennmt on the otlnu- side?— A. It has certainly proved it. 

Q. Well, that is an equal proposition, it .seems to me.— A. You can balance one 
against the other all tlie wliile, and that brings us right back to the original 
proposition, that the uniform accounting is my remedy for these evils under 
both forms of ownership and operation. 

Q. (By IVtr. Fauquiiar.) How many so-called public, utilities would you bring 
within the operation of municipal ownership, provided you took the theory of 
municipal-ownership ,,eqple?— A. I would put under municipal ownership and 
managiunent every puhlic; utility where an (‘conomic gain could be made to the 
public by doing so; but in saying that I want it ch'arly understood that the accounts 
should be so handled that w(' would know that W(; were making an economical gain, 
that we would not Ik; misled by accounts not properly kept, do back to Detroit. 
They have a public building there— the Grand Army Building. Is that a public 
building [speaking to Mr. (longer]? 

Mr. (lONdF.u. I do not think so. 1 do not know. 

Tin; Witness. All I know about what I am going to tell you I read from the 
official report of th(> proceedings of the council, and it referred to a Grand Army 
building as thoiigdi it were a public building. Th<;y wanted to wire that build- 
ing up tor electric lights. They called upon the lighting commission to do the 
work. The lighting commi.^.sion reported back to th(‘ council that that work 
would cost $1,200 or $1,800, and it did not have the money to pay for the work. 
Well, the council w'anted the work done, and it looked around and found a sur- 
plus, I believe, in the house of corrections or some in.stitution of that kind. They 
tound a suniliis, so they ordered that work done, and had it paid for out of that 
surplus. How much of that goes on? Who knows? When you take that kind 
of an Item it certainly can not appear in the report of the ligditing commission. 
It you are going to compare the lighting commission's reiiort "with that of the 
pnvate corporation you must know how much there is of that kind of surrepti- 
tious expenditure, or you do not get true information and you are misguided; 
you are self-deceived. ' ^ o > 


Another little case that is more laughable than serious, because it is rather 
small—a municipal plant in Ohio. When the eiiuipinent was bought, everything 
tnat was bought was charged to construction— the armatures and brushes and 
inings or that kind on the dynamo went to any construction account. In the 
course of a short while they burned out an annature, and they had to buy a new 
one. Ihe superintendent charged it to the construction account, and he kept on 
that way a couple of years, making a fine showing of the low cost; but the fii'st 
tiling he knew he had a construction account as big as any watered accounts cor- 
porations would have. Really there was no dishonesty in that at all; the man 
“"It . accounts. You can not go ahead and base pub- 

lic policj^ on that kind of evidence; no one wants to. And now I think I could 
Close this whole question right on this proposition, that wherever a goveniment 
S a private corpcjration a special privilege, like the use of a right of wav, 
land as the Pacific railroads were aided by 

government then is to know that the people get in 
Se entitled. Now, how 

find that out? The government must assume the right that all 
oi me accounts of that ciorporation, so far as necessary to determine the cost 
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sliall be deemed and kept as public accounts. You heard about secrecy yes- 
terday (referring to testimony of Professor Bemis, supra). There is no secrecy 
in my programme. You can see that very plainly. The accounts must be kept 
as public accounts so far as they relate to cost. Then you establish the cost. 
You can not establish it in any other way. You establish it in a way that the 
public knows its rights. That is preliminary to permitting the establishment of 
a price for the service that is right. Now, you have your cost— you gather a 
profit. I have never known a man to say but what he was willing that a corpora- 
tion should make 8 or 10 per cent profit upon an actual investment. That estab- 
lishes your price of service. If that is the basis, then every growth of population, 
every improvement of the art, will reduce that much the cost of service, the price 
of service — cost and price will follow all economic changes down of up, which- 
ever way the scale may turn. This will apply in any public service, whether it 
is waterworks, gas works, steam railroads, telephones, telegraphs, or what not. 
It should apply everywhere. If we were actually operating our public service on 
this basis, we would have an economic condition here that would put us masters 
of the commerce of the world way and beyond the ability of anybody to touch us. 
What we have uccoinidished in the unscientific way in which it has been done is 
great, but we have not commenced to touch the possibilities of what maybe done, 

Q. (By Mr. Piiillii*s.) Now, do you find any illustration of this in the exami- 
nation of the national banks? You have not .alluded to the theory of the exami- 
nation that is given to national banks. Do you find any illustration of your 
theory in the examination in all public institutions?— A. The public examination 
is a factor in our banking system which we certainly would not be likely to want 
to get along without. 

Q. But it would not be a panacea for all ills? — A. I think I could explain. You 
take a State; it has in it, we will B.ay, a hundred municipalities. For every one of 
these plants in every one of these hundred municipalities, the accounts are kept 
in a uniform system; they are audited by a man who is absolutely independent of 
the corporations, the municipalities, the political parties. 

Q. Any more so than a bank examiner?— A. No; could not say that; but the 
ideal thing is that he should be as independent as the judiciary. 1 always use the 
judiciary to illustrate my point. Now, to show you how it works, take the price 
of coal. If a municipality w.as paying im)re for its coal for its poorhouso than 
some other municipality, the publication of that would lead to an inquiry in the 
public mind as well as in the auditor s mind; and that thing would reduce it to a 
positive system, where no municipal officer would dare to enter upon his public 
accounts a price for coal that was out of line with what ought to be paid for it. 
And just so with the management— take the management as a whole. If you 
examine 50 gas works or 100 gas works, and the unit of cost in one is more than in 
another, that fact immediately tells you that that one wants to be looked after. 
Now, you take the uniform system, and you go through the list, and you can put 
your finger at once upon the principal item that has caused this rise in price. This 
difference may be entirely right, you understand; it may be wi’ong. But if it is 
right you know it is right, and you are satisfied; if it is wrong, you have found 
out where to make your improvement, and you can do thcat. There is no other 
way of getting at it. In reality independent accounts would not do it, and there 
is where the trust question comes in, the organization of different productive 
enterprises under one management, where they have a comparison of 50 or 100 
works, located in different sections of the country, the economies that they create 
or institute through that will come just through these things, and you will find, 
if you investigate the thing closely enough, that a very large percentage of the 
failures in manufacturing establishments and municipal establishments comes 
exactly through the fact that the men do not know how to figure cost, and they 
are self-deceived. If you are in a competitive business— say you are making 
wagons, if you please— you know how to figure the cost and put in every element 
of the cost, and you put down what you need to have as profit, and you give a 
price. Now, you know perfectly well that if you undersell that price you are 
going to lose that profit. If you undersell it too much, you are going to lose some 
of your capital. The other man, who don't know how to compute costs, who 
simply says his operating expenses are so much, and that is the cost, is very likely 
to sell at a price that does not return him any profit at all. He may run along 2 
or 8 years while exhausting his capital, but his price is a drag on you. You have 
got to meet his price. And there is where the combinations, what we call the 
consolidations, are going to save the industries of this country. In the first book 
I wrote I referred to, in 1889, 1 advocated the consolidation of the gas and elec- 
tric light, and it is being done now. The operation of the street railroads, every- 
thing that is operated by electricity, and the service of light, can be done from 
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one central station, or at least trader one management for a municipality, which 
would cheapen it to a great extent. 

Q. Do you advocate consolidations paying for their plants in preferred stock and 
maKing a bonus of double that amount in common stock as water?— A. No, I do 
not; and you will never find anything of that under the system I do advocate. I 
want you to understand me. When I propose to make a contract with the pri- 
vate corporation and propose that they shall keep their accounts in this way, I 
commence with the investment account. Now, I provide that that investment 
account, the initial account, shall be detennined in one of 3 ways, either by agree- 
ment between the municipalities and the coriiorations, as 2 men would make a 
bargain, or that they should leave it to arbitration to be settled, which is one of 
the ways of settling a dispute: and the other is that they should proceed exactly 
as they would if the municipality was going to buy the property, proceed under 
the law of eminent domain to get an award, and take the amount of that award 
as their initial investment. After that point has once been established, then my 
system would permit no addition to that investment unless it was certified to by 
tne State auditor as having been necessary and the money actually invested for 
the full amount entered into the account. I have nothing to do with the watered 
stocks and bonds of the corporation; I let them take care of their own securities. 
That is their own matter; they can deal with it as they like. You will see at 
once my position is tliis. tliat if there is a million dollars invested, and that is 
detennined in one of the 3 ways, then everybody is satisfied with that kind of 
investment; you can not complain against that investment. Now, you use that 
as a basis, and you calculate your profits upon that, and if that million dollars 
is represented in the corporation’s securities by two millions, that don’t interest 
the public, it don’t disturb the public, because they are only paying on the one 
million; they can’t bo called upon to pay on any more. 

Q. The gas and electric plants of the country are very largely being consoli- 
dated, and the street railroads, by one syndicate. Do you thiiiK it is beneficial 
to society to have one syndicate run all of these plants in all our cities?— A. It 
certainly would lie, if you were dealing with that syndicate on the basis I 
propose. But if you are not going to deal on that basis, if you are going to 
let the syndicates take what they can get, just as they are doin^ now, the 
syndicates will take it. If I were going to consolidate the street railroads of a 
city, and the law gave me the option to do just what is being done to-day, I 
would do it that way; but if you ask me if that is the best way for the public, 
I would say no, it is not the best way for the public. The best way for the pub- 
lic is to have all of these industries handled in a way to bring to tlie public the 
best economical results. How can those results bo obtained? Th^ can only be 
obtained by a consolidated management. The larger, the more efficient it will 
be, and you can only obtain it by putting that management in a position to deal 
with the public on a basis whereby it can bring itself under the operation of these 
economical conditions. 

Q. You say that the larger, the more efficient it will be; that is, the more 
wealth it has in it. Now, would it not be better if the whole people go into it, 
when it would be still larger?— A. It would 1 k\ barring this one factor. If you 
take the whole people in, and you can get men sufficiently patriotic to work for 
the people as a whole as loyally or as interestedly as they would if it was their 
ovm business, you ought then to get the same result; but that condition does not 
exist. When you eliminate the factor of self-interest from an industrial propo- 
sition, you have eliminated a factor of efficiency in the management. I said a 
little while ago, if that efficiency amounts to 10 per cent, that 10 per cent is 
enough to pay to the corporations their profit for managing it and preserving 
that efficiency. If you eliminate it and lose it, you do not grasp that 10 per cent; 
you simply destroy it, and the public have not benefited by it. 

O. The evidence given yest-orday was that so far as it has worked out practi- 
cally in England and Scotland, public ownership seemed to give more efficiency 
and better satisfaction?— A. Yes; your words seem well chosen. It seems to be 
so. Is it so? I have never seen yet an industry managed by the public but what, 
if you will put a set of men into the same position of the public, in the details, 
the private management would take it and operate it and make its profit, and 
give the price as low as the public management ever was able to make it. 
There are a great many points that need to be considered in these things. One 
y^r ago a municipal government tried to build a gas works. You do not say 
^y shall own ana operate 20 years, or 30 years, or any other period of years. 
They do not have to get the consent of property owners to run their lines through 
a ^^t; they do it. All of those things make a difference in cost and in cal- 
culation as between public and private ownership; you see they are factors to 
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the calculation. Take, for instance, just to illustrate without trying to be exact, 
the statement made here yesterday about the dilference in the cost of street rail- 
roads in Massachusetts and the cost in the Eastern States. What does that cost 
represent? There was no statement made to show. In Massachusetts it may 
represent just layin^j the track.s on the street and keeping them and operating 
them. In another city it may ho laying the track through a street and paving 
the street for 3 feet on eacli side of the rails. In the city of Philadelphia it means 
rebuilding the street entire, and paving it from curb to curb. That makes a 
difference in cost, and these statements without the explanation, you see, are 
only seeming advantages. 

Q. (By Mr. Kennedy.) You do not give an explanation yourself in regard to 
it. You say something that may bo operating, but you do not impeach the testi- 
mony that was given here yesterday?— A. Certainly not; 1 do not intend to do 
that. I only call attention to the difliculties we are all in, and I think Mr. Bemis 
is just as fair about that as I am myself. 1 think that he told you how he agreed 
to this proposition of uniform accounting. 1 state it absolutely, without any 
interest in it whatever, excepting to find that which is the best for the public and 
have it done. I do not own a dollar’s worth— yes, I do; excuse me; I own $50 
worth of stock in one electric company, and I own that because they asked my 
advice, and I wanted to see how my advice turned out. 

Q. (By Mr. Litchman.) Is net this the logic.al conclusion of your testimony: 
With ri^d accounting, the cost established being the same with the municipal* 
plant and the private plant, by the same system of a(;counting, there is a mar- 
gin of saving to the municipalites e(pial to the H or 10 per cent profit given to the 
private corporation?— A. My contention is that if your Jiccounts are kept identi- 
cal and auaited so that we actually know we are dealing with identical things, 
that, if the theory is right that private management is more efficient than public 
management, that will prove it. 

Q. Assuming that the cost is found to be equal in each illustration, then the 
margin of savings would be the profit of 8 or 10 per cent to the private corpora- 
tion?— A. Then the public would demonstrate its ability to save that 8 or 10 per 
cent, and when it does demonstrate its ability to do it it ought to do it. 

Q. Now, your fear is, or perhaps your opinion is, that the actual cost being as 
it is, in the way you suggest, would show that the superior efficiency of the private 
management would overcome the difference in the cost between the private 
ownership and the city ownership?— A. That is my judgment. 

Q. (By Mr. Farquhar.) Wlien you establish municipal ownership, what class 
of service are you going to put into these utilities, a rigid civil service?— A. I do 
not think it would be possible to establish that efficiency without.civil service. 

Q. Then the servants of public utilities would bo in for life, during good 
behavior?— A. Yes. 

Q. No other opportunity for any other part of the municipality to participate 
in the work or the wages that are paid?— A. Yes. 

Q. Would you call that a monopoly?— A. I should say it would be a very strong 
monopoly. 

Q. (By Mr. Kennedy.) Is it very probable that under civil service or under 
municipal ownership as many peojile would bo employed as under private owner- 
ship?— A. If the service was operated with equal efficiency it would not make 
any difference as to tin* number of people. 

Q. What would be the difference in the disadvantage to the community of 
people using influence to get employment under municipal government and 
individuals?— A. None at all: be no difference whatever. 

Q. (By Mr. Litchman.) Under private ownership is there not a competition in 
labor, between the laborers, so that there will be assets in the less cost, as com- 
pared with municipal management, where a minimum rate of wages is established 
bylaw?— A. Very well, we will just take that proposition and deal with it in 
this way. if the public fixes the price it is to pay for the service upon the basis 
of cost, tfie wages of labor is a very important factor in that basis of cost, and 
if they desire to pay more for the service by requiring the corporation to pay the 
trade-union scale of prices, they could do it and the corporation would nave no 
oblation whatever to its being done— no reason for the objection. 

Q. That answers the (luostion.— A. And in that way you can settle your 
railroad strikes. 

Q. (By Mr. Kennedy. ) Is it any argument in vour mind against municipal 
ownership that the people who would go into the employ of a municipality 
would have a long tenure of office; would be assured of steady work?— A. And 
good pay? 

Q. Yes.— A. I think it is an argument in favor of it. 
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Q. (By Mr. Farquhar.) Would it not, if you had a life-long service estab- 
lished in that way, put a premium on m^iocrity? You would not have compe- 
tition that comes from individual cor][X)ratioiis, from changing your men, and in 
bringing up your foremen, and in training your men into your work and getting 
outside help?— A. I have tried to cover that point. I will have to refer to another 
bill in this pamphlet on civil service. You will notice there I am a very different 
fellow from most civil-service men, in this: I say, broadly speaking, it does not 
interest the public how a man gets his position, but it does interest the public 
what he does after ho gets the position. I would say, let the primary appoint- 
ments ne made just as now, if you please, by the spoils system, but after a man 
has been in the service, .say, 6 months or a year, given a probationary term, 
you know, then he goes on to the regular roll, and all appointments, all promo- 
tions and raising of grades from one to another should be made from lower to 
higher right along, not from the outside world, but from within the 8er^dce. 
That preserves tlie self-interest principle I think so much of. It gives a man an 
object in life, an ambition to rise, and gives him an opportunity and well-defined 
way by which he may rise on his record. 

Q. (By Mr. A. L. Harris.) Does the private ownership of waterworks stand 
upon the same footing exactly, the same plane, as the public ownership of other 
utilities that you speak of?— A. Well, there are, of course, reasons why water- 
works should be managed more or less by governments, that do not obtain in 
other services. You must have territorial rights over the source of supply; you 
must have the p<dice regulati<jns against people throwing things into the streams 
from which you get your supply — ])ow(‘r.s that the private corporation can not well 
exercise — but at the same tinu'tlu're is no reason, from the nature of things, why 
these powers can not b(* exercised by the municipality and the investment and 
operation be carried on under the private ownership; but of the list of public- 
service utilities there arc' many more reasons for public ownership of waterworks 
than of the rest. . , „ , • 

Q. Are there many cities at the present time in the United States that get their 
water siiiijily through private corporations or companies? — A. I believe Mr. 
Bemis sam ye.stcn-day about one-half. About per cent of them are private 
companies now. 

Q. Is that as satisfactory as the municipal ownership? — A. Well, there comes 
up the (luestioii of what you mean by satisfaction. If you mean satisfaction as to 
the quality of water, tliat must be a local condition necessarily. 

My own studies have led me to this conclusion — you see 1 conie right back to it 
all the time: We have a condition as well as theory to deal with. Here are cor- 
porations, and they have made tlnnr investments, and th(*ir franchises are running 
out; if it is not in this town to-day it is in some other town, and it is up somewhere 
all the time. How can we best deal with this (question? As it has been dealt with, 
we take simply one side, showing le.ss for municipal ownership to overcome — the 
difticulty that we have had in the private ownership, the watering of stock and 
the abuses of the people, and all that, are good ctirds to i)eople on that side; but 
at the same time there is no evidence to show that municipal ownership is going 
to be any better for the public. Take the (mestion in the State of Ohio. The 
municipal code commission studied this problem for 2 years, and brought in a bill 
at the last legislature permitting every municipality in that State to own and 
operate its own waterworks, its own gas works, its own street railroads, its own 
telegraph system , and its own garbage ydant, and then any other thing they want to. 
That was in tludr bill. How did they safeguard the public in that gi’ant of power? 
First, that the electors might vote bonds to accjuire the properties; second, that 
they should be operated by the municipal government; third, that if there was 
a deficiency of revenue from the works as a result of the operation, that deficiency 
should bo entered into the tax list to be paid by the taxpayer. Now, gentlemen, 
what kind of a condition would that create? God knows tlu^re are deficiencies 
enough now, but if you had all of those utilities to help create deficiencies it would 
be very easy to create them, especially when the public mind has been taught that 
one-half of this price paid for street-car fare, if you please, is profit to the corpora- 
tion. How would a municipal council operating the street cars have the power to 
resist the demand to cut that down to 2-cent fare and the taxpayer pay the defi- 
ciency? I am basing my argument on this: This is a result of the commission 
which was employed by the State to study this question. It reported a bill of this 
kind. I suggested to the legislature that if they wanted the right to own and 
operate at all in Ohio they had better provide — I did not say not give this author- 
ity to the municipality at all, but I said when you give that authority to the 
municipality, provide that their safeguard first is that the accounting shall be 
kept as prescribe by the State auditor, and shall be audited by the State auditor, 
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and tiiat the mtinicipality shall not sell the service for less than cost, as deter- 
mined by the State auditor. That will prevent your deficiencies. Also provide 
that the TOnds issued, instead of being a mortgage upon the taxpayers’ property, 
should rest for security, exactly as it does in the private corporation, upon the 
property, the franchises for operating it, and the income from it. This is all 
X asK for, and I think any business man will say that is a safe proposition. 

Q. (By Mr. Phillips.) Have you made a careful companson of the plants 
owned by cities and those that are run by individuals, so as to be ready to afiirm 
that municipal ownership is not the most economical way? Have you ^udied 
that by comparison in America?— A. In answering a question of that kind I must 
always have it understood that the accounts themselves— as loi^ as you question 
the accuracy of the accounts you really have no basis to go on. The proposition in 
this matter hero is that you take an example of, say, 10 or 15, and you measure the 
cost of service under municipal ownership as against the price charged by the cor- 
poration. That is the true measure, and I have done that in individual instances a 
number of times. I have in some instances, where I met the question of what 
price should be paid for public lights— I knew of a contract question of that kind 
nein^ up for settlement— I liave advised the private corporation to offer to its 
municipality to have the price fixed at a rate that would be shown to be the cost 
as produced by a municipal plant in some town of corresponding size, but always 
advised them that that price should not be determined by public report, but by an 
audit of the accounts to determine the actual cost. This has been done in some 
cases. I wouldn’t hesitate to recommend every public-service corporation in this 
country to gauge their prices in that way. 

( 5 . (By Mr. Litchman.) Are you familiar with the law of Massachusetts cov- 
ering uniform rates for electric-light plants?— A. I am somewhat. 

Q. Does the law cover private corporations as well as municipal plants?— A. 
The law was first drawn for covering private corporations, and municipal plants 
were added afterwards. 

Q. And the system of accounting is the same in both cases?— A. Yes. 

Q. Well, so far as Massachusetts is concerned, you have a basis for compari- 
son?— A. I said yes. That is not quite accurate. The commission required reports 
from all corporations, municipal as well as private. They only go so far into the 
question of uniform accounting that the account may bo kept in a way so they 
can make the reports. The fault with that law is this: It does not require that 
the price of the service shall bo based upon cost, plus the profit, as I have 
described. Had that been the law, the Haverhill case never would have occurred. 


Q. Well, so far as the law goes the returns are exactly the same from both 
kinds of corporations?— A. The reports are made out the same. 

Q. Well, are they not then based by comparison as far as they go?— A. As far 
as they go, they are. 

S . (By Mr. A. L. Harris.) I want to get back to the trouble of a small munic- 
ity getting the benefit of waterw’orks through private corporations. Is it 
feasible for the small municipality that has bad water and wants good water to 
get it throug:h a private corporation?— A. I do not see any reason why they should 
not if there is water to be had. If a municipality can get that water I do not 
see why a private company could not get that water. 

Q. Would it cost more or less, in your opinion, for a small municipality to have 
a private corporation supply the water rather than the municipality itself? —A. 
If the municipality assesses the laying of the water mains as a public improve- 
ment against the property, and then is to earn only enough to pay for its pump- 
ing station and the men to operate it, it can make a less price because it has a less 
capitalization; but if it would take the same process in dealing with the private 
corooration, the same less price would appear. 

Q. The private corporation would necessarily have to have its officers, would it 
not, and they would nave to be paid?— A. If the corporation was large enough, 
certainly. I am rather glad you asked that question for this reason Take the 
report of the Department of Labor, and one of the claims is that under private 
management large salaries are paid that are saved by municipal management. 
Well, now, in that group of municipal electric-lighting plants in the Department 
of Labor report, there was quite a number of them— I won’t pretend to say how 
many— but over, I think, 10 per cent of the whole number I have examined, even 
more than that, even 20 per cent of the whole number, returned less than $100 a 
year paid for management. Now, I will leave it to you whether or not a book- 
keemr would not cost more than $100 a year, and some of them were as low as $25 
paioi for management. Now, if that is all that goes into this account paid for 
management that must be paid for somewhere else. If it is not paid for in the 
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accounts, it is paid for by some other city clerk doing the work, and his pay is 
being charged up to some other department, and this is the vital point; you can’t 
get at it without uniform accounting. You have got to know what you are tallring 
about, and you are being misled; you are being self-deceived. You certainly 
wold not expect that a corporation could keep its accounts and not pay for its clerk. 
It has to pay for its clerk and it has to appear on its books. 

You take the condition that occurred in Philadelphia when the municipality 
was running the gas works. There all of the collections of all gas bills were made 
through the department of taxes, and the expenses of collecting these gas bills 
appeared as expenses (^f the department of taxes and did not appear at all in the 
expenses of the director of gas works. Now, superficial examination would not 
find that point, perhaps, and you would be misled; a statement made on that 
basis would mislead the public. 

Q. I can see how service might be obtained cheaply by private corporations— 
that is, large municipalcorporations— but the small villages was what was bother- 
ing me— when waterworks are owned by a private corporation, whether it would 
cost more than it would to the small municipality owning it?— A. Of course there 
are such places. Right out here where I have what I call my home when in 
Washington, at Takoina Park, they are putting in waterworks. That water- 
works is not large enough to be investment for a private corporation— it could 
not handle it at all; but I was looking over my tax bills last night, and I noticed 
an increase in the tax bills. If I get water at a certain price, that is one thing, 
but what I don’t pay for in that price I pay for in my tax bill. If I would pay a 
private corporation the same amount that I pay in both of these accounts, the 
private corporation might oc willing to do the work, but we don’t doit that way. 

Q. But if you are going to submit to a vote of the people a proposition to estab- 
lish a municipal plant, the sum would be so great that it would probably prevent 
the taxpayer voting to adopt the municipal waterworks system, would it not? — 
A. Yes; we have this advantage: We make the unimproved property, whether it 
uses any water or not, pay this tax. 

Q. (By Mr. Litchm an. ) In the establishment of a system of waterworks it is the 
custom for the city to issue bonds, is it not?— A. Generally the custom. 

Q. And a provision is made for a sinking fund to cancel that debt eventually?— 
A. Not always. 

Q. Is it always the case in Massachusetts?— A. That is the case in Massachu- 
setts; yes. 

Q. Where that system prevails, the firbt cost is provided for, and will be ulti- 
mately wiped out, will it not?— A. Well, the sinking fund would mean . 

, Q. (inteiTupting.) The ultimate wiping out of the bonds?— A. Yes. 

Q. Then, with each succeeding year the amount paid on account of the sinking 
fuim reduces the first cost of the iilant, does it not?— A, The amount paid by the 
consumer is stationary. 

Q. Not necessarily.- A. Until your bond provision is wiped out. 

Q. Well, the point I want to get information on is how far the establishment 
of the sinking funds offsets the position which you seem to take that under munici- 
pal ownership the real cost of the plant is not made manifest. Now, of course, I 
only speak from experience in Massachusetts, with which I am most familiar. In 
all cases of public ownership there the law compels the setting aside of a certain 
percentage, usually 5 per cent every year, which in 20 years will wipe out the 
cost of the plant— less than 20 years.— A. The construction cost of the plant is 
one thing; the operating cost, the cost of ownership and operation, the contingent 
cost, is another thing. Now, the construction cost would ^ knoivn and incurred 
by bond issue and provided for by the sinking fund; but the operating cost, the 
cost of ownership and profit, is not so provided for. That has to come from the 
rates; and if a large share of that is raised by taxation, then the rate can be 
lowered. You will find that that condition exists in a great many cases. I think 
you will find in that book there [indicating] , with the red paper around it, where 
I quote from the editor of the Boston Hermd a statement that he made about the 
Boston waterworks a few years ago, showing how much more the work had cost 
than the accounts were showing. 

One thing that I would like to have the commission take seriously into consid- 
eration- we have had a good deal of by-talk, you know— but the real proposition 
that I want this commission to consider is this: The principle to be applied to all 
public-service utilities, and I mean that from the highest to the lowest. I started 
10 years ago to study this question, and I have put in all my time on the munici- 
pal question, for the reason that it is the question that stands nearest to the people; 
and I stated in the preface to my law book that the public policy which is finally 
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the accepted policy of the municipalities on these questions will become the 
national public policy. You can do this thing just as in the small State of 
Wyoming, where there is, you might say, a virgin soil to start the system of 
accounting in. We can start it there and get our illustrations, etc., but it is a 
very diiferent problem to go into Massachusetts and do it, where they have their 
system already. But these questions will keep on pre.ssing for solution, no mat- 
ter what any of us think about them. And what will the solution be? That is 
the practical question. I have stated the problem as related to municipal affairs, 
hoping there to find a solution of the question that would be not only for 
municipal affairs, but for national affairs. I have reached the conclusion that 
the public service, in the first place, can not exist unless it has some privilege 
from the public. Wherever the public gi-ants the privilege it should safeguard 
itself to secure the advantages to be derived from that privilege. How can it do 
it? It can do it only through taking hold of the accounts, knowing absolutely the 
true condition. If you do not know that, you can not legislate intelligently; I 
don’t care what your opinion is, you can not legislate intelligently. Now, you 
declare those accounts to be public accounts. You put in your auditor; he pre- 
scribes them; ho audits them. If you have a dishonest or incompetent auditor, 
you are going to fail. You can not hedge against that; that is iuqjossible. Then 
you know what you are doing. Now, you want to legislate on rates, telegraph 
rates, telephone rates, steam railroad rates— it don’t matter what service it is, the 
principle applies. Now, you want to legislate; you know your cost. As long 
as you are employing private capital and private work in carrying on that busi- 
ness, every intelligent and sane man will say that it is entitled to a profit. All 
in the world that the public want to know is that the profit is fair and not unjust. 
Now, then, you state that profit. I tried very long to find some way of finding 
the standard by which you could gauge that profit; I have stated that principle in 
the bill drawn for the Ohio legislature. The profit .should Ije gauged at twice the 
rate of interest the nation, State, or municipality is paying on its tods. If there 
was a condition to-day such that United States bonds woiud .sell at 6 per cent, and 
they once did, then under that rule the private corporation would be earning 12 
per cent. If you get to a change in the general conditions, and the Government 
bonds are sold at 3 per cent, then the private corporation would be earning 6; but 
the 6 per cent under the conditions under which it is earned is as good an invest- 
ment to the investors as the 13 per cent under the other conditions. And so yon 
^0 in the small towns where the rate is .'i or 4 per cent, in the large towns where it 
IS 8; there is an adjustable standard; it is fixed by competition in the open money 
market; legislaturescannotchangeitif they want to; it is known already; there 
is no dispute about it; and I have never seen a bu8ine.s.s man who would .say it 
would mve an unreasonable rate. Now, the jiroblera all comes right down to this: 
If the Interstate Commerce Commission, to illustrate, in a large sense, had the 
authority to go into the accounts of the railroads as this system of accounting 
would require somebody to do, auditing it.self the accounts under the cost feature 
of it, you can just draw in your own imagination how the railroad tariffs would 
be affected. 

In this connection, permit me to suggest that I consider it to be a matter of the 
highest importance that the Congress should require a uniform system of public 
accounting and independent auditing for all public accounts in the new posses- 
sions for which a system of government is now in process of formation. I hope 
this commission will so recommend. 

. (J. (By Mr. Phillips.) You have stated that there can be no intelligent legis- 
lation without such a system of accounting as you have described?— A. Yes. 

Q. Then the conclusion is that in a great majority of cases, practically all, thus 
far there has not been any intelligent legislation?— A. I would say that— with all 
due respect, you understand. The point is right here. We say the legislators 
who have enacted these laws have done the best they knew how. I do not want 
to give them any other reputation than that. But if they did not know it all, 
they could not do any better. And the man who does not know what the cost of 
an article is can not fix a price on it based on cost and do it intelligently. He 
may guess at it, and in the general shake-up of things and the competition, one 
thing rubbing against another, you may get at what we call the substantial 
adi^tment, but you have not got it done scientifically. 

Q. Now have you any other matter to speak of, Mr. Foote?— A. That is all so far 
as the uniform accounting goes. It might interest you to know this, that within 
the last 2 or 8 years the movement in this direction is growing very rapidly, 
and that there are some 12 or 14 organizations, representing gas works, water- 
works, street railroads, and different organizations of municipal reformers of 
different kinds, that have put themselves on record in favor of initiating this kind 
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of a system, and they have to-day committees appointed studying the question; 
and there is a very great hope of its taking effect in practical legislation soon. 

Q. You Imve the bills written out?— A. The bills are in this book. 

Q. You will leave a copy of them with us?— A. Yes; and I hone to see those 
bills presented— if I could have my own way about it, I would nave them pre- 
sented in every legislature there is in session, put them on their passage, and see 
what comes or it. Some legislatures might adopt them. And I want to say one 
word in regard to my own position in reference to these bills. I want to be clearly 
understood on one point: If in my proposition there is anything that is not sound, 
if any gentleman will make an amendment, will suggest an amendment to any of 
my propositions that will make them sounder business propositions for the public, 
I shoulu be very glad to accept the amendment and to aclmowledge it. But if he 
can not do that, why then I would like to have him stand with me for their enact- 
ment as they are drawn. That is the logic of the situation. 

(Testimony closed.) 


Washington, D. C., January 4 , 1901. 

TESTIMONY OF PROF. FRANK PARSONS, 

l^esident National laddie Owner alii p League. 

The commission met at II a. m., Vice-Chairman Phillips presiding. At that 
time Prof. Frank Parsons, 11 St. James Avenue, Back Bay post-office, Boston, 
Mass., appeared as a witness, and, being duly sworn, te.stified as follows; 

Q. (By Mr. Clarke. ) Will you please give your name and post-office address?— 
A. Frank Parsons; 11 St. James Avenue, Back Bay post-office, Boston. 

Q. Are you connected with Boston University?— A. Yes. 

Q. In what capacity ?~-A. I give a course of lectures on insurance law. 

Q. How long have you been a lecturer there?— A. Nin(‘ years. 

Q. Have you ^aven special study to the subject of railways, telegraphs, tele- 
phones, and public-service corporations generally?— A. Yes. 

Q. The commission will be iileased to hear you upon tliose subjects, and will be 
glad to have you pr^jceed in your own way.— A. Thank you. That is what I 
would like to do. I have blocked out a line of thought on those subjects that your 
letter invited 1110 to speak about, and would like to follow that line in dealing with 
them. They have been in my mind and under ihy study more or less for 25 years, 
at first chiefly from the attitude of a civil engineer. I graduated from the civil 
engineering course of Cornell University in 1878, and my mind in those years was 
mainly occupied with mathematical and economic ideas. A little later I began 
to study law, and then the legal and political elements of the problem became the 
predominant ones, and later yet I got still more deeply interested in general social 
philosophy, ethics, and sociology, and the ethical and social aspects became pre- 
dominant over the others. I would like to i)resent my line of thought, if you are 
willing, under the title— 

PRIVATE MONOPOLY IN TRANSPORTATION CONTRASTED WITH PUBLIC OWNERSHIP 
AND COOPERATIVE OPERATION. 

The fundamental test of any institution, method, or service must be its effect 
upon the public good, its relation to morals, manhood, government, industry, 
civilization, and progress; and in applying this vital test tlie principal emphasis 
must be placed not upon the financial results, but unon the human results, not 
on money, but on manhood. Final values— real values— must be measured in 
teims of life and progress, not in terms of dollars and cents. Dollars and cents 
are important, of course, but life, liberty, justice, virtue, and intelligence are 
infinitely more important. Material wealth is an excellent thing, rightly obtained 
and properly used, but it is not an end in itself— it is only one of the raw materials 
of civilization. Justice, character, and human development, happy homes and 
noble lives, are the real ends for which railways and telegraphs and telephones 
and all other institutions, whether industrial, political, or social, exist, and only 
so far as they conduce to these ends is their existence justified. So that even 
when we are dealing with questions of material wealth it will not do to consider 
simply the amount; we must consider also the method of production, distribution, 
and expenditure, for material wealth, wrongly obtained through bad processes of 
production, or unjustly distributed, or corruptly or injuriously used^may be 

S aed to the public good, and so become iilth instead of wealth. Wealth is 
ly that which produces what is well; illth is that wMch produces what is iU. 
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THE AIM— PRIVATE PROFIT OR PUBLIC SERVICE. 

In applying these tests, or this compound test with particular emphasis, the 
first tmng that I note is the difference of aim between the two systems tnat I have 
spoken or. Private monopoly aims at dividends for stockholders; public owner- 
snip, as a rule, aims at service for all. 1 mean that a normal public institution 
aims at the public good, while a normal private monopoly aims at private profit. 
It serves public interest also, but such service is incidental, and not the primary 
purpose. It serves the public interest so long as it runs along in the same direc- 
tion and is linked with private profit, but when the public interest departs from 
or runs counter to the interests owning or controlling the systems, then the 
public interests have to take a back seat. And not inermy is the aim of private 
monopoly material wealth, subordinating the higher elements of wealth and 
oven disregarding them, but the aim is material wealth for the few, not for all; 
and still further, the aim is material wealth for the few now. A private monop- 
oly ordinarily can not e^qiend money and develop a great system of transporta- 
tion, looking for its pay in the next decade, or through the collateral development 
of other industries and of the country as a whole, but it must have its profit 
now; the stockholders and bondholders want their dividends and interest, and 
they want them immediately. 

Public ownership, on the other hand, under normal conditions can and does 
aim first at the pnolic good, making profit and material wealth a subordinate, 
incidental matter. And so far as it deals with material wealth on the financial 
plane, public ownership aims at wealth for all and not for the few, and due regard 
18 paid to the future and to the collateral development of other industries and of 
the country. 

In regard to this difference of aim which appears to mo to bo the fundamental 
distinction between the two systems, public ownership and private monopoly, I 
would like to read a passage fropi a speech of Bismarck, and another from the 
argument of the Prussian Cabinet, at the time they were considering the change 
from private ownership to a complete system of public railways in Ctermany. 

On April 36, 1876, in a speech in the Prussian Parliament advocating the con- 
solidation of railways under Government control and ownership, Bismarck used 
the following words. He was comparing the railways in Germany, which were 
public property and operated by the States, ivith the systems that were still pri- 
vate. He said in regard to the State railways: 

“ They serve chiefly the public interests of traffic, of commerce, of the circula- 
tion and transport of commodities and passengers; besides, as a secondary con- 
sideration, they aid the public treasury.” 

Please notice how distinctly he places the money question second. First, he 
said, “ They serve the public interests of traffic, of commerce, of circulation,” and 
afterwards he notes as a subordinate matter, “as a secondary consideration, they 
aid the public treasury.” 

Then he continues: “And in all events promote only public interests. It is the 
misfortune of private nulways tliat a privilege granted by the State, and a privi- 
lege that could not be made use of without the help of the State— we may say a 
monopoly granted by the Government— should be legally exploited in behalf of 
private interests and private pockets.” 

Bismarck, one of tne CTcatest minds and one of the greatest statesmen that 
ever lived, has stated in this speech, as clearly as it would be possible to state it, 
the vital difference between the two systems. 

Let me turn now to another great document, the argument of the Prussian 
Cabinet, which was sent by them to the Reichstag in 1879 along with the bill pro- 
viding ror the absorption of the private railways, the transfer of them to the 
State. The ar^ment for nationalization of the railways is concentrated on two 
great points. First, the benefits, economies, etc. , that would result from the con- 
solidation of the ^stem under a single general management, and, second, “direct 
attention by the Government to public interests, which do not permanently find 
sufficient furtherance and protection where the railroads are in the hands of pri- 
vate coi^orations whose object is gain.” There again we see that fundamental 
distinction clearly drawn and emphasized as one of the two vital reasons for the 
transfer of the railways. 

The Federal Council of Switzerland in 1897 put out an argument to the people 
when the proposed taking over of the railroads of Switzerland to the State was 
being considered, and in that argument one of their main points was this same 
matter— that the transfer of the railroads to the State meant that they would be 
administered primarily for the public interest and not for the mere financial 
benefit of a sxnall class of owners; that a public system would aim at advantage 
to the whole people, while private companies look mainly to the advantage of the 
stockholders or a small part of the people, and that a public system aims not only 
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at the benefit of the whole people instead of a part, but at the benefit of the peo- 
ple in the Mgher sense as well as in the commercial sense— the public good— not 
merely on the financial plane, but on political, social, and ethicw planes also. I 
speak from memory about the Swiss ar^ments, mving the impression they made 
upon me. I haven’t the documents with me. I have, however, a little quotation 
from a discussion of the vote of the people afterwards in Switzerland at the time 
when they overwhelmingly adopted the measure for making the railroads public. 
It is a summary made by Horace Micheli in Appleton’s Popul&r Science Monthly 
for September, 1898, in which he says: 

“ The majoritv of the electors evidently regarded the railroads as a public serv- 
ice of the same kind as the post-oflBce, telegraph, etc. . and sought to remove all 
private influences and sense of personal benefit from their management.” 

The mere fact of changing the aim may not make the administration perfect, of 
course, but nevertheless, as these high authorities have recognized, it is of the 
greatest importance to change the aim. With equally good management and 
equally good intentions in those who have control, the aim makes all the differ- 
ence in the world. If they aim at private profit, good management will get it; 
if they aim at public good and the higher wealth, good management will get that. 

I have not by any means exhausted the evidence that public systems consciously 
aim at the public good and the higher wealth as superior to questions of mere 
financial gain. A few further items on this point may be useful here. 

In Hungary in 1889 the Government changed from the old system of tariff to 
what is called the zone system, and they gave their reasons for the change in a 
document issued at the time. 

Q. ( By Mr. Clarke. ) When yon say tariff there, you mean for transportation?— 
A. Yes: the transportation rates. The Government gave their reasons for the 
change, and among all those reasons there is not one word about profit or finan- 
cial gain in any way. The reasons are the facilitation of communication, the 
development of the country, the consolidation of the country politically by creat- 
ing better communication among the pe<.)plo, breaking down prejudices and 
antagonisms by fuller intercourse, the development of civilization through the 
educational value of communication— “ it was essential to consider the great eco- 
nomic and civilizing effects of such a reform,” said the Government. Where is 
the private railway nianagement that has reduced rates 40 per cent to 80 per cent 
for tlie sak(} of the civilizing effects of easy communication? To reduce rates and 
facilitate intercourse, and to do this by a system which, while ivducing a large 
increase of traffic, would admit of great simplicity in its management, “ so reduc- 
ing the cost to the lowest practicable limit; the aim being to demand of the coun- 
try the .smallest financial sacrifices possible, and yet to inaugurate upon the 
Government railroads a radical reduction of rates ” by “ methods which would 
place the offered reductions within the reach of all, and adapt them to the refpiire- 
ments of all ranks and classes of the entire population,” thereby securing “ the 
great economic and civilizing effects ” and other benefits above mentioned; such 
was the purpo.se of the Government railway management in Hungary. Social, 
political, and educational benefits supply the dominant motives; and so far was 
the State from subjection to the money motive that it was ready to make “ finan- 
cial sacrifices ’ in order to use the railroads for higher interests; seeking, however, 
with due regard to material economy, to make the financial siicrifices as small as 
possible. This noble railroad policy has been rewarded not only by large attain- 
ment of the benefits sought by the Government, but by such an astonishing 
growth of business and simplification of management that, instead of the financim 
sacrifices expected by the Government, the net receipts were enlarged by the 
change. 

Again, in New South Wales, where the railroads are also public property, the 
head of the railroad commission says: “ We do not run the roads to make money, 
but for the convenience of the public and tlie good of man.” It is the human 
element they are considering, and not the financial. 

So in New Zealand, probably the strongest illustration of all, Premier Seddon, 
and Minister of Railways Cadman, and nis successor. Ward, have all definitely 
announced it as their settled policy, the settled policy of the State, to run the 
railroads in the interests of the public, to develop the country, to help labor, to 
encourage education, entirely suDordinating questions of financial gain, and, in 
so far as they do consider material wealth, they conrider it chiefly in the way of 
collateral benefits through the development of farms and factories and the growth 
Of business throughout the country. They understand that every dollar spent in 
wi^ railroad construction means iT) at least added to the value of land, and they 
take care that the State shall receive that value by keeping the land in the gov- 
ernment’s control as far as possible. They know also that the development of the 
rauway system means the development of commerce and industry, and that the 
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indirect results even to the public treasury, without considering the higher bene- 
fit^ will be ample remuneration for all they spend on the railroad system. 

The same thing is recognized by the English telegraph. In one of our consu- 
lar reports (United States Consular Reports, vol. 47, pp. 565, 566) I find the fol- 
lowing statement: “The English Government does not consider the telegraph 
service as a means of revenue for the treasury, but as a means of information for 
the whole country, giving facilities of all kinds for its use and extension in all the 
social classes. In favonng increased trade by this instrument of commerce it 
well knows that the treasury will benefit indirectly from augmentation of the 
general wealth.” 

These illustrations could be extended, but the point is sufficiently emphatic 
now, perhaps, to offer and invite fair recognition, so I will pass to the considera- 
tion of the question, 

HOW THE DIFFERENCE OF AIM WORKS OUT IN ACTUAL PRACTICE. 

Discriminations. 

From the theory to the fact, and first in regard to discriminations. Discrimi- 
nations, usually more or loss secret, between one person and another are perhaps 
the greatest evils of our railroad system. The Senate committee of 1885 found 
enormous evils in our railroad system in this regard, and stated the facts in 
emphatic terms in its report. On page 7 of their report they say that our efficient 
service and low rates— i. e., the low average of our freight rates— “have been 
attained at the cost of the most unwarranted discriminations, and its effect has 
been to build up the strong at the expense of the weak, f o give the large dealer an 
advantage over the small trader, to make capital count for more than individual 
credit and enterprise , to concentrate business at great, commercial centers, to neces- 
sitate combinations and aggregations of capital, to foster monopoly, to encourage 
the growth and extend the inttiience of corporate power, and to throw the control 
of the commerce of the country more and more into the hands of the few.” 

On page 40 the committee say: “ Railroad companies are not disposed to regard 
themselves ‘ as holding a public office and bound to the public,’ as expressed in 
the ancient law. They do not deal with all citizens alike. They discriminate 
between persons and between places, and the States and Congress are conse- 
quently called on to in some way enforce the plain principles of tne common law 
for the protection (jf the people against the unlawful conduct of common carriers 
in carrying on the commerce of the country.” 

On page 188 the following example is given: 

“One reference to the testimony must suffice to illustrate the universality of 
individual favoritism, the reasons which influence the railroads in favoring one 
shipper to the ruin of another, and the injustice of the system. Mr. C. M. Wicker, 
of Chicago, a former railroad official of many years’ experience, was asked if he 
knew anything of discrimination upon the part of transportation companies as 
between individuals or localities, and testified as follows: 

“ ‘ Mr, Wicker. Yes; I do. And this discrimination, by reason of rebates, is a 
part of the present railroad system. I do not believe the present railroad system 
could be conducted without it. Roads coming into this field to-day and under- 
taking to do business on a legitimate basis of billing the property at the agreed 
rates would simply result in getting no business in a short time. 

“ ‘ Senator Harris. Then, regardless of the popularly understood schedule rates, 
practically it is a matter of underbidding for business by way of rebates? 

“ ‘Mr. Wicker. Yes, sir; worse than that. It is individual favoritism, the 
building up of one party to the detriment of the other. I will illustrate. I have 
been doing it myself for years, and had to do it. 

“ * Senator Harris. Doing it for yourself in your position? 

“ ‘ Mr. Wicker. I am speaking now of when I was a railroad man. Here is 
quite a grain point in Iowa, where there are 5 or 6 elevators. As a railroad man 
I would try and hold all these dealers on a “ level keel” and give them all the same 
tariff rate. But suppose there was a road 5 or 6 or 8 miles across the country, 
and these dealers sho^d begin to drop in on me every day or two and tell me that 
that road across the country was reacning within a mile or two of our station and 
dravdng to itself all the ^aiu. You might say that it would be the just and 
right thing to do to give all the 5 or 6 dealers at this station a special rate to meet 
that competition through the country. But as a railroad man X can accomplish 
the purpose better by picking out one good, smart, live man, and, giving him a 
concession of 8 or 4 cents a hundred, let him go there and scoop the bu^ess. I 
would get the tonnage, and that is what I want. But if I give it to 5, it is 
known in a very short time. 
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“ ‘ When you take in these people at the station on a private rebate you might 
as well make it public and lose what you intend to accomplish. You can take 
hold of one man and build him up at the expense of the others, and the railroad 
will get the tonnage. 

“ ‘Senator Harris. The effect is to build the one man up and destroy the others? 

‘ ‘ ‘ Mr. W ICKER. Yes, sir; but it accomplishes the purposes of the road better than 
to build up the 6. 

“ ‘ Senator Harris. And the road, in seeking its own preservation, has resorted 
to that method of concentrating the business into the nands of one or a few, to 
the destruction of the many? 

“ ‘ Mr. Wicker. Yes, sir; and that is a part and parcel of the ystem.’” 

On page 189 the committee says: 

“The practice prevails so generally that it has come to be understood among 
business men that the published tariffs are made for the smaller shippers, and 
those unsophisticated enough to pay the established rates; that those who can 
control the largest amounts of business wall be alio W’^ed the lowest rates; that 
those who, even without this advantage, can get on ‘the inside* through the friend- 
ship of the officials or by any other means can at least secure valuable conces- 
sions; and that the most advantageous rates are to be obtained only through 
personal influence or favoritism, or by persistent ‘bulldozing.’ 

“ It is in evidence that this state of affairs is far from satisfactory, even to 
those specially favored, who can never be certain that their competitors do not, 
or at any time may not, receive even better terms than themselves. Not a few 
large shinpers who admitted that they were receiving favorable concessions 
testified tiiat they would gladly surrender the special advantages they enjoyed if 
only the rates could be made public and alike to all.” 

Again, on page 191: 

“ Universal complaint has been made to the committee as to the discriminations 
commonly practiced against places , and as to the conspicuous discrepancies between 
what are usually termed ‘local’ rates and what are known as ‘through’ rates.” 

In summing up the testimony on pages 180-183 of their report, the committee 
presents this tremendous indictment: 

“The complaints against the railroad systems of the United States expressed to 
the committee are based upon the following charges: 

“1. That local rates are unreasonably high, compared with through rates. 

“3. That both local and through rates are unreasonably high at noncompeting 
points, either from absence of competition or in consequence of pooling agree- 
ments that restrict its operation. 

“8. That rates are established without apparent regard to the actual cost of 
the service perfonned. and are based largely on what tiie traffic will bear. 

“4. That unjustifiable discriminations are constantly made between individ- 
uals in the rates charged for like service under similar circumstances. 

“5. That improper discriminations are made between articles of freight and 
branches of business of a like character, and between different quantities of the 
same class of freight. 

“6. That unreasonable discriminations are made between localities similarly 
situated. 

“ 7. That the effect of the prevailing policy of railroad management is, by an 
elaborate system of secret special rates, rebates, drawbacks, and concessions, to 
foster monopoly, to enrich favored shippers, and to prevent free competition in 
many lines of trade in which the item of transportation is an important factor. 

“ 8. That such favoritism and secrecy introduce an element of uncertainty into 
legitimate business that greatly retards the development of our industries and 
commerce. 

“ 9. That the secret cutting of rates and the sudden fluctuations that constantly 
take place are demoralizing to all business except that of a purely speculative 
character, and frequently occasion great injustice and heavy losses. 

* # # # # ' # « 

“ 14. That the differences in the classifications in use in various parts of the 
country, and sometimes for shipments over the same roads in different direc- 
tions, are a fruitful source of misunderstandings, and are often made a means of 
extortion. 

“ 15. That a privileged class is created by the wanting of passes, and that the 
cost of the passenger service is largely increased hy- the extent of tMs abuse. 

** 16. That the capitalization and bonded indebtedness of the roads largely 
cioeed the actual cost of their construction or their present value, and that 
*W«UBOiiable rates are charged in the effort to pay ^viaends on watered st^k, 
wd interest on bonds improperly issued. 
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tOttieeeBsary ez|»nditxu’e of large sums in the maintenance of -a costly of 

agents engaged in a reckless strife for competitive business.” 

'The inten^te-commerce law was passed and the Interstate Commerce Oommis* 
sion was established to abolish the evils of unjust discrimination, but the work 
has not been accomplished. The Interstate Commerce Commission has told us 
year after year that the discriminations are still going on; that they can not be 
stopped, under present laws at least; and I think we might say that no law that 
coma be passed of a regulative character could possibly put an end to these pref- 
erences given to the favorites of railroad management and to great shippers. 
These discriminations result from a law higher, I believe, than anvthat Congress 
can make — the law of industrial gravitation toward the center or highest profit. 
There is more profit to the railroad management in dealing with one man than in 
dealing with many. It is a simpler matter and safer; they can control things 
better; they can ship in larger quantities; in every way it is better for the rail- 
ways. It is also better for the railroad manager in another sense, for he fre- 
quently has some stock or interest in the company or firm which is given the 
privilege, and so he secures a personal profit; not always, but many times. So 
that, considering all the influence tending in that direction, especially the pres- 
sure brought to bear by great companies and firms through the threat to with- 
draw their traffic entirely unless the rates they demand are given them, we can 
understand that our railways are practically compelled, under existing condi- 
tions, to give preferences to the great trusts and corporations; and they will do it 
secretly if they are not allowed to do it openly. 

The Interstate Commerce Commission states in their report of 1890, and reiter- 
ates in ^e report of 1900, that— 

“Tariffs are disregarded, discriminations constantly occur, the price at which 
transportation can be obtained is fluctuating and uncertain, railroad managers 
are distrustful of each other, and shippers all the while in doubt as to the rates 
secured by their competitors. * * * Enormous sums are spent in purchasing 
business, and secret rates are accorded tar below the standard of published 
charges. The general public gets little benefit from these reductions, for con- 
cessions are mainly confined to the heavier shippers. All this augments the 
advantages of large capital, and tends to the injury and often to the ruin of small 
dealers. These are not only matters of gravest consequence to the business wel- 
fare of the country, but they concern in’ no less degree the higher interests of 
public morality. * * * It is often said, in substance, that if any carrier 
gives discriminating or preferential rates it is the duty of the commission to pre- 
vent or punish such misconduct. Unfortunately, the commission is powerless to 
perform any such duty.” 

The commission then states that even criminal prosecutions have failed to 
secure the enforcement of the law. And in regard to the regulation of charges, 
it says: 

“ Any railroad company can charge for its services whatever it pleases, and as 
much as it pleases, without any real power in this commission or any other tribunal 
or court to limit the amount of such charge.” 

Interstate Commerce Commissioner Prouty, in a paper on Railway Discrimina- 
tions, published by the American Academy of Political and Social Science, makes 
the following statements: 

“It is well known that for years past a large portion of the competitive railway 
traffic of this country, especially those articles which are moved in large quanti- 
ties, and in the handling of which a small amount in the freight rate is of great 
consequence, have not been moved upon the published rate. Itisan equally well- 
known fact that during the same time the tendency has been to center the handling 
of these articles in the hands of comparatively few persons. The United States 
expotts annually enormous quantities of grain, but you can count upon your 
fingers the concerns which bnng the bulk of it to the American seaboard. We 
are told that grain upon the Chicago market is handled by a half dozen concerns. 
It Is brought nrom the fields west of Chicago into that city by as few. One com- 
pany buys upon one line of railway and nobody else can buy there;’ another 
upon another line. Exactly the same thing is true of beef, pork, lard, provisions, 
and almost all those commodities which are the necessities of life. 

“Is there any connection between these facts? Is the discrimination in the 
freight rate responsible for the concentration of business in the hands of the few? 
,.i^Phere can not m the slightest doubt of it. No person at all familiar with the 
Mttiation has any other opinion. Freight-rate disciiminations are the most potent 
iactor in the establishment and continuance of great combinations of capital. at 
the present time. It may be doubted if a single one of those monopolies which 
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have fastened themselves upon the cotmtry in recent years could have done so in 
the face of absolute equality in the freight rate.” 

In granting preferences and making discriminations “ many devices have been 
adopted. These sometimes take the form of an elevator commission; sometimes 
an excessive car mileage; sometimes the shipper pays the full interstate rate, in 
consideration that he shall receive preferential rates within the State, to which 
the interstate-commerce act does not apply.” 

How completely the law has failed to stop disciimination is further illustrated 
by a statement on the subject by the president of a large system, (luoted approv- 
ingly by Mr, A. B. Stickney, himself a prominent railroad president, in his book 
on the Railway Problem, page 307: “If all who have offended against the law 
were convicted, there would not be jails enough in the United States to hold 
them.” 

One of the great points made by Bismarck and the Prussian cabinet was that 
Government ownership would get rid ot these discriminations, and the Germans 
had suffered from them severely; not (juite so much as we have, perhaps, but very 
greatly. Tliey spoke of it in their argument several times, and emphasized it as 
the gi-eatest and most objectionable feature of the nrivate railw^ay system— the 
abuse of the powers of the managers in giving preferences to favorites or large 
concerns. The Gerinaii Government, with all its imperial power, had tried year 
after y»>ar to stop these? discriminations, and in the argument of the cabinet they 
said that it had proved totally impossible to prevent them, and that this impos- 
sibility niad<* it aho impossible for the Government to control or regulate the 
system of transportation. 

There is no necessity for me to go into details or give illustrations of discrimi- 
nation. The commission has had plenty of them, I presume. 

Q. ( By Mr. Pm i.iaps. ) Havt* you anything of late in regard to discrimination?— 
A. The latest I have is the Boston and Albany investigation. Has that been 
presented to the commission? 

Mr. PiiiLLirs. No; I think not. 

The Witness. While the leasing of the Boston and Albany to the Now York 
Central was under consideration the road was investigated pretty thoroughly, 
and one of tiie things brought out was that tin? published rates were not followed 
to any large extent. Various shippers, merchants, manufacturers, etc., were 
visilt'd, and it was found that the local raU's were not followed; that shippers 
were r»‘ceiving widely varying discounts from the published rates, and that ship- 
l)ers did not know at all what rates their competitors and neighbors were getting. 
They were ]iot satisfied with the system, but they were afraid to (jomplain; that 
is, if they made complaint they would lose whatever advantages they possessed 
and become marked men for railway persecution. The railroad commission of 
Massachus('tts advertised for shii)pers who were not satisfied to como and make 
complaint; but they did not do so. for Ihe reason that any shipper who complained 
of a railroad would be apt to fare a good deal worse afterwards than before; his 
goods would 1)0 delayed, his facilities would Ix' cut off, and whatever reductions 
he was getting would be stopped, and ho would have to my the full published 
rates: he might also be involved in costly litigation, and he did not dare to say 
anything. 

The railroad commission was asked by the legislature about these discrimina- 
tions on the Boston and Albjiny. and a rt'port was handed in by the commission 
last year (IhOO), saying that the reductions from the published rates averaged 40 
per cent, and that in different cases they ran from 10 to about 73 per cent— fully 
confirming what the shippers had said. It was admitted, however, that this 
report was not written by the railroad commission. They had passed the ques- 
tion over to the Boston and Albany, and a high official of the road had written 
the reply. The railroad commis.sion admitted that they did not know anything 
about it. They, however, handed in the report of the railroad official as being 
true, and it was admitted, both by the railroad and by the commission, that these 
discounts on local rates were being given, and they are being given now. The 
railroad official claimed that the special rat{?s were “open to ^I shippers sending 
freight under similar circumstances and conditions,” which may be true if we 
understand “circumstances and conditions” to include the relations of the ship- 
per to the managers, and his pull with the railroad, but can not in any other way 
be made to square with the statements of shippers and the other evidences in the 
case. 

The effects of railway favoritism are well illustrated in the case of oil. The 
Standard Oil trust was formed on raihyay discrimination, and though strong 
enough now to defy the railways, the union between the railways and the com- 
bine still continues to bear rich fruit. For example, it is well known that at the 
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present time the rates on oil are such as practically to ^ut out W ei 
and everybody hut the Standard Oil Company, almost, from New npblto by the 
think that testimony has been given to you, though, so it is not necesss^^l^y 
Q. Not very specifically. Have you direct testimony on that, takeil 
year, that shows that to bethefact?-A. I got my information from Comm 
Prouty’s statement of the facts, shown by the records of the Intestate 
Commission. It appeared in testimony before the Interstate Commerce v 
mission in 1898 that the Standard Oil is helped by the railroads of New Engk^ 
in two ways. In the first place, their tank cars, which usually weigh from 35,^ 
to 50,000 pounds, are ordinarily billed at 24,000, according to the testimony of th^-gf, 
agent of the Boston and Albany Railway in East Boston, the great center of the ,g 
Standard Oil business in New England. Out of 14 cars sent over another r^d * 
from East Boston to Newport, R. I., at least half were billed and paid for on the 
basis of 24,000 pounds to the car, although their average weight was shown to be 
48,550 pounds per car. It was claimed that these underbillings were clerical errors. 

In considering the motives and reliability of such a claim we must not forget the 
curious habit shown by these clerical errors of piling up in gi-eat bunches in the 
Standard Oil business, and the still more curious fact that all the errors are in 
favor of the trust— none against it. , , , . . i» 

Again, the practice of adding the Boston rate to the local rate on shipments of 
oil into New England puts the independent refiners at a great disadvantage. The 
rate on corn from Cleveland to Boston is 15 cents per hundred pounds, and to New 
Haven the same, but the rate on petroleum from Cleveland to Boston is 24 cents, 
and to New Haven it is the Boston rate, 24 cents, plus the local rate or a total of 
86 cents from Cleveland to New Haven. Now the Standard Oil has got large 
warehouses in East Boston, and they bring their oil by boat and store it there, 
and then they get the freight rates simply from Boston down to the Connecticut 
point, whereas the Western refiner who has no storehouse has to pay first the Bos- 
ton rate and then this local rate also to the other point, even though the oil may 
go direct, so that the rates are practically prohibitive, almost prohibitive to the 
Western refiners, the Cleveland men. # 

The same thing in another form exists as between Chicago, or the refinery of 
the Standard Oil at Whiting, near Chicago, and the Cleveland men. The rate on 
oil from Chicago and Wliiting to New Orleans is made 25 per cent lower than it 
is from Cleveland to New Orleans, so that the independent refiners are practically 
shut out from the southern territory. Illustrations might be multiplied to any 
extent, and I can put more in evidence if the commission desires. 

0. Have you the written testimony to which you have alluded?— A. Yes. 
d. Could you furnish a copy to the commission?— A. The testimony before the 
Interstate Commerce Commission, and Commissioner Prouty’s statement are 
available. On the Boston and Albany matter, my information comes from direct 
knowledge of the investigations and from the report that was handed in from the 
railway commission to the legislature. That would give you one of the mam 
points or several of them. I can send you a copy of that. 

lAt a subsequent date Mr. Parsons submitted a copy of the rci«3rt above referred to. So much of it 
aa relates to freight discrimination is given below. 

[House. No. 1090.] 

Commonwealth of Massachusetts, 

Board of Railroad Commissioners, 

No. go JSeacon Street, Boston, March U, 1900. 

Hon. James J. Myers, Speaker House of Representatives, 
uicAR Sir* Bv direction of the board of railroad commissioners I have tho honor to send you 
he?J^fth thbreport^S transmitting the information obtained n rep y to the q^stfons 
SnSi in IbHlden of S House of Roplcsontotlvcs dated, respeetlvely, February 13, 1900, and 

Pebn»r^6, IW^^ j McOotuiuou, AisMarU Cleric. 


Commonwealth of Massachusetts. 

the Honorcible the House qf Representatives: . . , _ to 

The hoard of railroad commissioners respectfully transmits the information obtained ^ 

the qnSSSs inThe orders of ihe^^House of Representatives dated, respectively, February 

18, 1900, and February 15, 1900. 

Information Relating to Questions Contained in Order of February 13, 1900. 
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R.) Yon state that that report was made by an officer of 
ny that was handed in throng the commission?— A, Yes; I 
fifnission admitted that it was made by an officer— they did not 
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con8id^BHPf«^re was a difference of from 10 to 78 per cent. Is that discrimi- 
the goods or over the whole tariff?— A. All over the tariff— on 

f }8e you take one classification— the second class. Did you find a diflfer- 
to 78 per cent between shippers in that class, or was that 10 to 73 per 
^t’Acattered over the whole classification? — ^A. Scattered over the whole classi- 
.iatton. 

Did you prove any discriminations as between the same class of shippers for 
be same goods?— A. Yes; some sliippers pay nearly or quite the published rates, 

[rates are charged on nearly all articles of freight moved In large quantities, owing, it is explained, 
rto changed conditions of business, eomi>etition, and the establishment of new industries. 

Question -1. If so, is thop any standard schedule of discount by said railroad in proportion to the 
amount of siiipmenLs or do individual shippers get such discounts as they can? 

Answer. There is no standard .schedule of discount proportionate to the amount of shipments. It 
is the practice to make speeial rates varying according to the nntureof a commodity and the distance 
It IS carried. 1 hiwe commodity rates are open to all shippers sending freight under similar circum- 
stances and conditions. Special rates arc also made for the benellt of peisons who carry on a busi- 
ness that calls for the trunsi)ortation of a \arlety of goods and commodities. This rate Is made 
appileablc toall goods .shipped by such persons, regardless of particular commodity or tariff rate, 
similar” ulrp^ ^ established for any one person Is given to any other person carrying on a 

Question 5. Wliat is the largest discount, If any, below the published tariff rates given by said rail- 
road to any shipper, and w hat is the average discount and how is this avemge computed? ^ 

Answer. Ihe largest discount below published tariff rates is made for the shipment of the product 
0 VScslfield This is curried from Westfield to Brighton at 65 cents per ton of 

i.^mmuds, while the tariff rate is ^2.40 per ton. Discounts vary from this one of 72.9 per cent 
which is an extreme case, to that of 10 per cent, according to conditions. As an example of discounts 
fr m^B S following figures may be taken, applicable to shipments 
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published tariff upon local freight carried on February 2ft 

out at the regular published tariff rates all local freiirht 
andthearLmfSnill^Vh^^ between the amount thus obtained 

charges, actually charged, showing the discount to be 40 per cent of the regular published 

thfBi'lndXTfiTfilLd “"•> " ‘“"o" ““ «■» »"' »' 


Information Relating to Questio.ns Contained in order of February 15,1900. 
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Hbrsey B. Goodwin, 
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while others, dealing with the same class of goods, obtain concessions running 
anywhere from 10 to 70 or more per cent. 

Q. (By Mr. Phillips.) That was generally in favor of the large shipper as 
against the smaller one, was it?— A. Yes; that is my impression. And the railway 
officer said that “rates lower than published tariff rates are charged on nearly all 
articles moved in large quantities.” In answer to a questipn “ Is there any stand- 
ard schedule of discount in proportion to the amount of mipments, or do individ- 
ual shippers get such discounts as they can?” the Boston and Albany official said: 
“There is no standard schedule of discount proportionate to the amount of ship- 
ments.” He also stated, iis already noted, that while these secret discounts 
were made, the same discounts were always made under the same circumstances; 
but our investigations lead us to feel quite positive that he was punning. He 
used the words “ under the same circumstances” and so framed a true statement 
if yon make the meaning of “ same circumstances” broad enough— the same cir- 
cumstances dn relation to the management of the railways, the same pull, the 
same (fesire to favor this man as to favor the other, or this one as large a shipper 
as the other, and so on. 

Q. (By J\tr. Clarke.) It was your opinion, then, that the attorney was not quite 
frank about that, and that he used the word “circumstances” in too broad a 
sense?— A. In a very broad sense. 

Q. A sense broader than the mere surroundings of the freight problem itself?— 
A. I think so. He did not swear to the statement, nor even sign it. But if the 
words “fair and lawful” or the phrase “properly es.sential circumstances” had 
been added, and he had been asked to subscribe and swear to the document, I 
doubt if he would have done so, although it is possible, of course, that he would 
have thought even the most subtle difference of relationship of the shipper to the 
manager or the railway was one of the fair and essential circumstances, and it is 
also possible that even a high railway official might be willing to tell what he 
knew to be untrue, although I believe most railway men are honorable men 
according to present business standards, and prefer to make their statements in 
such form that they are caijable of a truthful interpretation if the reader has wit 
enoujA to read the true interpretation. 

Q. Was that official Mr. Samuel Hoar?— A. We were not informed what official 
of the road was responsible. 

Q. (By Mr. Litchman.) Is it your opinion that these discriminations were suf- 
ficient to create a monopoly in favor of any individual shipper?— A. According to 
my understanding of monopoly, yes. I understand monopoly to be any advan- 
tage which tends to shut out competition, and therefore any discrimination in 
freight rates would bo a monopoly more or less complete according to the degree 
of discrimination. For example, the difference brought out in the Hepburn 
report, between A. T. Stewart and other .shippers of dry goods— he was given a 
rate of 13 cents a Imndred and everybody else had to pay 20 cents. That was 
sufficient of itself to give A.T. Stewart an enormous margin of profit and a great 

E ower to control the market; and while others were abl^ to do some business, I 
elieve in a very true sense A. T. Stewart had a monopoly. 

Q. Did your investigation go far enough to locate the kinds of goods outside of 
oil which you referred to?— A. Many kinds. The majority of merchants inter- 
viewed were found to have discounts, more or less. 

<^. Covering substantially all branches of industries?— A. A good many of 
them. 

Q. Of the leading branches?- A. Of the leading branches. 

Q. (By Mr. Farquhar.) Did the Boston and Albany have a competing line?— 
A. The Boston and Albany is competing to some extent with the Fitchburg, and 
to some extent, I suppose, with the New Haven road. 

Q. Well, these discriminations you speak of are on local deliveries of the road?— 
A. Local rates. 

Q. Entirely local to the Boston and Albany itself?— A. Yes; the investigation 
I have been speaking of related to local rates. 

Q. So you believe it is a matter of personal favoritism, then, the advantage of 
the rates given?— A. Not wholly personal favoritism. I think the railway man- 
agers are driven to these discriminations largely. I think they are of two classes, 
i^sme rates are made and advantages given through favoritism. Sometimes the 
purpose is to let the favored person realize a large profit. Sometimes the man- 
agers share in the profit themselves, as was ori^naUy the case in the building of 
the Standard Oil trust; it was built up by letting railroad managers in on the 
ground floor to share in the profits. But the other and by far the largest class, I 
believe, consists of discriminations that are practically forced upon the railroads 
by the threats of large shippers to transfer tneir traffic. 
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Q. Do you think they could advantageously transfer their traffic from the Bos- 
ton and Albany to any other road in Massachusetts?— A. I think that they would 
transfer their traffic, perhaps, if they did not get what they wanted, even if it was 
not advantageous for a time. I am not sure about that. That is only impression 
as to the cause. I am inclined to be very charitable in my feelings toward railway 
managers. I think thej^e under tremendous pressure. 

O. (By Mr. Litchman'.) Could not that pressure be relieved by legislation?— A. 
Relieved a little, perhaps, but not overcome. If the enormous power of the Ger- 
man Government could not do it, I do not see how we could do it, especially as 
the railway managers can give preferences, not merely through rates, but through 
car service, through their car mileage allowance, through elevator commissions 
and subsidies of various kinds, and if they Were driven to it, they could give the 
preference by private arrangement, the same way that men meet legislators, and 
pass money without any record of it at all. I do not see how in the world it can 
nossibly be wnped out by le^slation so long as the roads are in private hands. I 
believe tlie only way it can bo prevented is to do away with the cause of it, which 
is the antagonism of interest Vtween the oumers and managers of the railways 
on the one hand and the public on the other, and the only way to remove that 
antagonism of interest, so that the public interest shall be the interest of the 
owners, is to make tlie owners and the public identical. 

Q. (By Mr. FARQUH.Ui,) I ^yould like to ask another miestion on this Boston 
and Albany matter. Did you, in your investigation, find there had been discrimi- 
nation made on the Boston and Albany to build up manufactories on their own 
hue.' Did any manufacturers get special rates there to build upon the Boston 
and Alliany line?-A. I think to a certain extent that is true. I think that is one 
ot tlie <*auses: ves. 

Q. (By Mr. Clarke.) H<ny did you obtain the eridence of discriminations by 
the Boston and Albany.’' Did you and your associates go around and interview 
the merchants.^ — A. Personal interviews with the merchants were one source of 
information. 

Q. Nobody representing the Bo.ston and Albany was pre.sent at the interviews’— 
A. No. 


Q. It was entirely ex parte, then?— A. Yes. 

Q. And witnesses were not under oath?— A. No. 

Q. You have every reason to believe they told the truth?— A. Yes, I think so* 
especially as the account given in by the official of the Boston and Albany agi’eed 
with the generalizations derived from facts from themerchants and other sources. 

Q. (By Mr. Litchman.) Didyoumakean investigation as to any otherroad than 
the Boston and Albany?— A. No. 

A knowledge as to whether it would apply to the other roads’— 

A. Nyiersonal knowledge; no. Mr. Cowles, of Connecticut, has investigated the 
New Haven and Hartford, and lias found even worse discriminations do\Mi there 
than have been found in Massachusetts. 

ttM’i Phillips. 1 At whose instance was this investigation made?— A. 

« X were a number interested in it. Mr. W. J. Abbot was one of the 

first; Mr. McNary , of the Massachusetts legislature, took a leading part; Professor 
Bemis and Professor Commons, of New York, rendered excellent service; Hon, 
tieoige r red Williams, of Boston, took a strong interest in the movement, and a 
li^^ 1 r thought it was a shame to have the Boston and Albany 

leased to the New York Central. 

The other phase of discrimination I would like to speak of a moment was brought 
out very proininently in our studies in New England, and the best source of infor- 
mation, perhaps, IS the report made by the Massachusetts Railroad Commissiona 
few years ago (1894), in which they compared the average freight rate on New 
iiingiand roads, individual roads— and the averageof all roads there— showing that 
fi?I ^'^onhle the average freight rate in the Middle Statesfor in 

tne Muiclle West, and that it was nearly double what the average freight rate was 
foi the whole United States, and they argued with much force that it was really 
Now against New England as a whole, especially against Boston. 

S ^ forward in this Boston and Albamr matter was that the 

Albany to the New York Antral control would 
« whni relieve that sectional discnmination against New England as 

a would come under the control of those interest^ chiefl v 

undCT ™W?cnwm«?.v;^®' 7**'* discrimination also is much diminislied 

J l»fore leaving that other phase of 

since Germany has token her roads under public con- 
01 personal discnmmation has been completely wiped out, according to all the 
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I l»ve ^ix able to get, and also in New Zealand and Australia, where 
tfte ro^ are public, there is absolutely no question that personal discriminations 
in favor, of big shippers or favorites of railways do not 
^st at au. I think there has not been even a suspicion on the part of the most bitter 
g>pon^t'of the public system in any of those countries to that effect. Professor 
liemis has even gone so far as to state that in no one of the 80 countries owning 
and operating their railroads has any opponent of publid ownership ever made a 
complaint m regard to personal discriminations. That is a pretty strong state- 
ment. I can’t make as strong a statement as that, but I can say that so far as my 
mformation extends it is true that no complaint of any grievance or personal 
of this kind has been made in any of those countries. 

Litchman.) In that connection you speak of 30 countries controlling 
their railroads— by government control I take it you mean?— A. Yes. 

Q. Can you tell the mileage covered by that control?— A. I have not got it in 
my mind. 

Q. Could you get it and supply it in your testimony?— A. Yes. 

Q. I wish you would do so.— A. I will do that.’ 

Now, I would like to leave the subject of discrimination, interesting as it is* 
and pass to the topic of rate making in general. 

Q. (By Mr. Kennedy.) Before you do that I think I would like to ask you this 
question right here: Do you believe if we had Government ownership of railroads 
in this country there would be any danger of sectional discrimination taking place 
on account of parties-^y parties in control of the Government?— A. I think that 
would be one of the dimculties to be guarded against, and I am going to deal with 
that question under this next topic. 


RATE MAKING IN GENERAL. 


it in this way because I wanted to consider the two phases, 
phase of rate making, and the open, above-board part 
of the business. I believe from my studies that the tendency of private monop- 


reque.st Mr. Purvons siibscquentlv .submitted the folio wluff table, 
stating that it was prepared by his .secretary from the .Statesman’s Year Book for 1900. 



Owned 
and oper- 
ated b> pri- 
vate com- 
panies. 

Owned 
by Govern- 
ment. 

Operated 
by Govern- 
ment. 

COUNTRIES IN EUROPE. 

Qennan Empire (Imperial and State railwavsi 

2,825 
2, 159 

Miles. 

Miks. 

Prussia 



Wttrttemberg 



Baden 


^871 


Saxony 


1,823 

1,84^ 

Bavarfe 


Alsace-Lorraine 



'W1 

Hesse 



Oldenburtr 




Schaumburg-Llppe 

Nolly 

S3] 


Austria-Hungary 



1 1 

Russia 




Roumanla 

None. 

None. 

2,316 

^1* 89S 


SeiTia (12 new lines being eon.structc(l bv the Government’) 

^Iteerland (the people voted in ISObtomakeroadspubllcln 1903). 

None. 

2,069 

1, 89i) 

354 

None. 

2,069 

Mand:::.\:::;:::;:::::;::::::::::::::;:: 

798 

761 

Denmark 


1 

961 

Finland. * 


15^ 

1,108 

Norway 

93 

2 283 

1. 596 

1 ion- 

Sweden 

4 067 

j., 

England (public ownership agitated) 

2i!659 
21 624 

None. 

2,288 

None. 

France.... .7;. . 

Spain 

s' 020 

1,700 

1) /w 

Portugal 

957 

^ Oil Cl 
507 



8 681 


*1^ 

Chrewe 

*691 

None. 

^one,. 

Turkey 

2 953 


COUNTRIES IN ASIA. 

Bokhara .. . 



Non® 

icut 

China 

^614 



India, British 

3 590 

18 TW 


japan (contemplates purchase ol) 

3|420 

6 

*768 

None. 

Oi7W 

76S 

Persia. 

Nbne* 


' a Klnety-two mileB owned jointly by the Qovemment and companies. 
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oly 18 exactly contrary to the tendency of pnblic ownership in this matter 
of open rate making, as well as in the matter of secret rate making. A pub- 
lic plant tends in the long run to make lower rates than private monopolies 
make in the same country imder the same conditions, and it tends to make a just, 
impartial tariff, intended to develop the country and not aimed principally at 
profit; whereas the private monop^'^ tends to make comparatively hi^ rates 
and an unjust, partial, complex tariff— even the open rates constitute an irregu- 
lar, unsymmetncal, inhannonious, ill-adjusted, complex system to develop profit, 
instead of a simple, symmetrical, harmonious, well-adjusted system to develop 
the country. Private monopoly will develop the country so far as that develop- 
ment can aid profit and no fartner. 


THE LARGE SHIPPER V. THE SMALL ONE. 

To illustrate these propositions take first the matter of justice. It seems to me 
unjust to favor even by open rates the very largo shipper as against the small 
man, not unjust on the economic ground of cost, .lUst upon that ground; but 
unjust upon the higher ground that we should seek the development of the com- 
munity and the diffusion of wealth, which is one of the greatest objects to. which 
the statesman can devote himselt. If we are to favor anyone, we should favor the 
small man who needs the favor, rather than the large shipper, who does not need 
it nearly so much as the small man. The truest policy is to equalize opportuni- 
ties, give the small man just as good rates as the large man, and no better, as in 
tlie postal service. And that is the tendeiu'y under public ownership of railways. 
For example, in New Zealand 400 i)ounds is carried at the same rate as a ton or a 
carload or a train load, and one bale of wool goes at the same rate as 1,000. In 
Russia the Govermnent goes even further and carries 100 pounds on the State roads 
at the same rate as a carload or a train load, and in Geimany the same principle 
is applied for tlie definite and avowed puqiose of giving the small man a reason- 
able chance and enabling him to got a foothold and develop his industry. 


Footnote '—Commued. 



Own<‘d 
and oper- 
ated by pri- 
vate eom- 
panie.s. 

Owned 
by Govern- 
ment. 

Operated 
by Govern- 
ment. 

(Ol’XTKIES JN AFRKA 

South African Republic (Transvaal) 

Miles. 

None. 

None. 

Miks. 

3IUes. 

774 

Ornn/fc Free State 

m 

Natal. 


Cape Colonv 

None. 

NnllO 


1 

Coiiito Free State 



Mauritius 



Sierra Leone 



Tunis 



'V 

Eitypt, British 



*1 

eoVNTRIES IN’ Ar.STRALAglA. 

New Zealand 

163 

2 257 


New South Wales 




Queonslancl 

None 

o' 2 40 

i, Ivl 

Western Australia 

, ; 

2y 742 

1 355 

2, 742 
1,365 

Vtetoria 


South Australia 

K^rlri 

070 

3, 123 

Tasmania 

IV Tl ^ 


1,870 


i one. 

wo 

508 

COUNTRIES IN AMERICA. 

United States 

IRA Rin 



Cana da 

laO) oiU 

None 

None. 

Newfoundland.. 


None, 

None. 

I’orto Rico 


638 

Nune, 

Jamaica 

«one. 

lit 

137 

Mexico 

8 OW 

loO 

185 

Argentine Reptibiic 

71416 

None, 

2,470 

None. 

2,470 


1,439 

1,223 

1,223 

United States of Brazil 

67 

3 420 

844 

844 



5 242 

5,242 
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THE CITY V. THE COUNTRY. 

In the second nlace, as between the city and the country, I believe that our rail- 
roads have been forced by competition to put the freight rates down to a very low 
figure between the big cities, while they have left the local rates very high, so that 
the country districts have not received their due share of the benefits of railway 
development; they have not obtained the proportionate facilitation of intercourse 
and power of development that they ought to have received through these great 
new means of transportation. The cities have been favored as against the coun- 
try, the big shippers as againsc the small men, and sections which have the large 
cities and the main currents of traffic have been favored as against the sections 
that lie a little out of the central current, like New England. 

Exactly the opposite plan, or diffusion of benefit instead of congestion of it, has 
been adopted in all the systems of public ownership that I have studied. They 
aim to reduce the local rates in a fair degi'ee at the same time that they reduce 
the rates to the cities. They even make the effort to make local rates very low, 
especially low, in order that the men in the country may develop the country 
somewhat on equal terms with the men who live in the cities. Our cities are 
built to fight in and not to live in. The houses are built close together to save 
rent and time and transportation cost— stores, factories, warehouses, depots, and 
docks— everything pressed together in one giant mass, whereby in the fight for 
wealth the city has a great advantage over the country. It is this that makes our 
cities the battle grounds of industrial war. masses our people in narrow streets 
and unwholesome houses, and crashes the conquered into the slums. Now, the rail- 
road system in the hands of men who aim at the public good would seek to break 
up the slums by making low passenger rates, so that workmen could live in the 
country ; they would aim to make local rates low, so that industries could live in 
the country and compete with tho.so in the cities, instead of making the whole 
industry of the country center in the cities. One of the greatest dangers in this 
country to-day is the rapid growth and immense massing of industrial power in 
the cities. True statesmanship, I believe, would use the railroad systeu* to coun- 
teract that tendency and to diffuse benefit. But <ni the Boston and Albany and 
on the New York, New Haven and Hartford we find tliat, while through rates 
have fallen very much, tlie local rates are in many instances almost as high, and, 
in some cases, quite as high as they were in 18^1. For example, dry goods and 
boots and shoes, representing two of Neyv England's greatest industries, pay the 
same actual local rates on the Boston and Albany as in 1881. The same is true of 
flour, glassware, cement, etc. Coal, the greatest necessity of the maunfacturing 
business of the State, pays the same carload rate as in 1881, while for less than 
carload lots the rate has been increased. Thus in respect to a number of things 
that are of vital importance to the industries of New England there has been abso- 
lutely no reduction of local rates since 1881. And the freight statistician of the 
Agricultural Department, in Bulletin bl.page 05, has shown that even since 1865, 
if you reduce the rates to the gold basis, as is only fair, there has been little or no 
reductionin local charges; the average fare on the Boston and Albany, for example, 
was precisely the same then that it was in 1S98. So that while there has been a 
great reduction in the rates between competitive points, and a consequent CTeat 
reduction in the average freight and passenger charges, the local rates have oeen 
kept up. On the New York, New Haven and Hartford it was found that rates 
have b^n advanced. Mr. Cowles has investigated that subject, and he finds that 
from Hartford to New York, from Boston to New York, and from intermediate 
points between those two. the rates are higher now than they were in 1850. (See 
A General Freight and Pa.ssenger Post; Putnam's Sons.) This is very different 
from the policy of the public systems, and it is a matter of astonisliment to the 
railroad student when he sees to how great an extent this difference has gone. 
I will return to that in a moment. Before I take it up definitely on a diagram I 
want to speak of a point or two more. 

PUBLIC RAILWAYS AIDING LABOR. 

In New Zealand and Germany, which are among the principal examples of 
railroad management by the State, there is a deflnite use of the railroads not 
merely to devwop the country but to aid labor. They make very low rates for 
laboring men in New Zealand; they carry them at actual cost or even a little 
below it in order that they may go where work may be had. In other words, the 
railroads are used at cost or less to redistribute the unemployed, and to settle them 
on the land. They also make rates to enable city workmen to live in the country 
Instead of clustering in crowded tenements. They carry workingmen at 50 cents 
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a week in and out of the big cities; and in (Jermany workingmen are carried in 
and out of Berlin on the public railways at 17 cents a week, about 1 cent and a 
half a trip. The same tendency is manifest in Austria-Hungary and in Belgium, 
though I do not have the figures in mind. 

Q. ( By Mr. Clarke.) Have they the zone system in Germany around Berlin?— 
A. Yes; a workingman or anyone else can live 6 or 10 miles out and buy a ticket 
for a year at $4.50 to go in and out as many times a day as lie chooses— 10 miles 
for a cent, at a very low estimate, with a moderately possible average of 20 miles 
for a cent in and out of Berlin. 

EDUCATIONAL SERVICE. 

The public roads also aim to develop education. They make very cheap excur- 
sions for school children — 4 miles for a cent they average in New Zealand, and 
the minister announces definitely in his report that although tliev are losing money 
on their school excursions, and those for the factory people who are also carried 
at very low rates, yet the educational value far outweighs the cost to the treasury. 
The State railways of New Zealand carry the school children of the primary grades 
to and from school free of charge, as do also the State roads of New South Wales, 
Queensland, and South Australia. Such are some of the wavs in which the man- 
agements of public railways manifest their beneficent intent to aid labor and 
education. 


FAVORINO AORICULTURE, ETC. 

They also specially favor agriculture and other rural industries that form the 
basis of civilization, industries that under our system are anything but favored, 
I think. For example: There was a great snowstorm in N(‘w Zealand that killed 
the sheep on very many ranches and threatened the ranchmen with ruin, but the 
])ublic railroad management put down the sheep rates .so that tlie farmers and 
ranclimen were able to restock the sheep runs and save themselves and the indus- 
^ roads of New Zealand carry lime free and make very low rates on 

fertilizers, as they do also in Germany and Russia, with the avowed purpose of 
developing the agricultural interests of the country. 


LOW RATES. 

Turning now to the question of low rates, allow me to call attention to this 
table (No. I), containing the average ton-mile and passenger-mile rates, which I 
obtained last spring (ttlOO) from the reports of the different countries, except in 
the case of (mat Bntain (see note beneath the table), whose average rates are 
estimated. The United btates, Switzerland. France, and (4reat Britain have pri- 
vate roads; G(jmany, Austria-Hungary, and Belgium liave public systems. 

The table leferred to follows; 


Table I—Avernf/e ton-mile and passenger-mile rates. 

[Germany, Au«itrla-Hung:ary, and Belgium lia\e State Mystems; the rest have private systems.] 



RaU‘ t>cr 
toii- 
mlle. 

Average 
liuul per 
ton. 

Rate per 
passen- 
ger-mile. 

Average 
haul per 
passen- 
ger. 

United .States 

O’wtx. 

Milex. 

Cents. 

Miles. 

Germany 

I’ln 

130 

2 

26 

Austria Hungarv 

1 44 

60 

R*? 

1.1 

20 

Belgium 

fswi 1 701*1 nil H 

L80 

0/ 

40 

1 

.88 

23 

12 

12 

o u 1 lliUU 

France 

2.80 

35 

1.55 

Great Britain 

1. 48 
a 2. 10 

88 

1.21 

20 


1 

a2 

10 


companies do not report ton-mile or 
based on the estimates of the great ’ 


Sle for isas. * the experience of other European countries, affoMs the tlfures in the 

average rate per ton-mile in the United States, you see, is much less than 


rru®*" the British figures are 

pish authority, Jeans, and the eminent 

a an tha rti.nKaV.1.. fnn J 
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low rates. It Is proof that it produces a low aver^ rate; but underneath that 
low average lie several facts that must be noted, fii the first place, the average 
haul in the United States per ton is 180 miles, while the average haul in Belgium 
is 40 miles, Now if the terminal expenses at one end are taken at 20 cents (which 
is probably about what they are on an average) , at the two ends they would be 
40 cents. In Belgium if we divide that terminal charge by 40, we will have 1 cent 
a mile for terminal charges, leaving a third of a cent for the actual tran^ortation 
charge per mile. Dividing the terminal charges by 130, for the United States, we 
will nave about three-tenths of a cent, which leaves a little less than half a cent 
per ton-mile for transportation in this country, so that the actual average trans- 
portation charge in the United States is really not as low as in Belgium probably, 
if the terminal charges are allowed for. 

On the other hand, we are not to forget that the wages in Belgium are much 
lower than they are here, less than half, and in Austria-Hungary they are only 
about one-thira and in Germany only about a half what they are here. So that 
turns the scale again the other way. But, again, the number of employees in 
Belgium and Germany per ton and per mile is very much greater than here, which 
tends to push the actual cost the other way. In respect to the efficiency of labor, 
we have to agree that the argument is much in favor of the United States; which, 
however, proves nothing for or against either public or private ownership, because 
the efficiency of labor in European countries is inferior to ours in private business 
as well as public. For example, the average mason in Germany lays fewer bricks 
in a day and fewer bricks for a dollar than the average mason here. 

Again, we must consider the influence of grades, capitalization, cost of fuel and 
iron, density of business, and many other elements, which together make up a 
problem too complex to justify any definite inference from average rates. Mr. 
Fink, who is one of the highest authorities in the country, in his report of the 
Louisville and Nashville road for 1875, proved that the average cost per ton-mile 
varied 700 per cent on the different branches of that system under the same man- 
^agement. The ton-mile cost on one line was 8 times as much as on another line 
or the same system. So that it is clear that when all the factors are taken into 
account we can not draw any definite conclusion as to economy or efficiency of 
management from a comparison of average freight rates. 

Then, again, under this general average freight rate of ours lies a very low tariff 
between competitive points, with comparatively high rates between local points, 
and many personal and unjust discriminations, so that I believe it is not just to 
make any comparison one way or the other on the basis of the average freight 
rate. 

I thought at first, and used to argue, that the general average of passenger 
rates in Europe under the State systems, in Gennany , Austria-Hungary, and Bel- 
dum— an average of about a cent a mile, did prove something, as compared with 
the very much higher rates on all i)rivate roads, 2 cents in the United States 
nearly, and in Switzerland a cent and a half, or a little over, and in France 1.2 
qents, and in Great Britain estimated to be 2 cents— I thought it did prove a good 
ded in favor of the State systems; but as I look more deeply into it I believe that 
we can not make any definite judgment from the average rates alone, because so 
many elements enter into them, elements which differ so greatly in different 
countries. 

I do believe, however, that some conclusions may be reached by a thorough 
examination of the details, and that it is easy to draw a solid conclusion when 
we find a definite purpose back of the averages in these public systems to facili- 
tate freight and passenger traffic by the reduction of rates; and I also believe it is 
fair to compare railways under public management with the same railways under 
private management. For example, when the roads were made public in Ger- 
many, rates were reduced very greatly. The same thing was true when the roads 
were made public in Austria-Hungary, or soon after the system was arranged 
undey public control. They made a tremendous reduction of 40 to 80 per cent in 
the passenger rates. In New Zealand also they are continually reducing just as 
fast as they can. Whereas our roads reduce when they are forced to by competi- 
tion, or when they are driven to it or persuaded to it by their tendency to make 
kpecitd rates to favored shippers. Where these forces do not operate, as in ordi- 
.naiy local rates, we find the rates kept up as high as they were 20 years ago, and 
in some cases 40 years or even 50 years ago, and sometimes we even find an increase 
in the local rates. 

So we are not without means of information in respect to the tendency of the two 
systems as to rates, although I do not feel that we are able to draw reliable infer- 
ences from the broad averages. But if we could, if it were a valid argument to 
say that the low average freight rate in the United States under private owner- 
ship proves the case as against the higher average freight rate under the public 




grstems, then why is it not fair to say that the hkh rates in Great Britain and 
Switzerland and France under private ownership m their turn prove the case for 
public ownership? The argument works both ways on its face; but I believe 
w'hen we get down to an analysis of the facts it does not work either way merely 
on the broad averages. You must get down to the details, or look at the intent 
and policy of the two systems, or compare them under similar conditions. 

Q. (By Mr. Farquhar.) Before you go further, let us have your argument on 
the average freight haul per ton and the average passe^er run, in the United 
States, for example, as compared with Great Britain. [RefeiTing to Table I.] 
Do not talk in averages.— A. Great Britain has also private ownership, with rates 
much higher than in the United States. 

Q. Take Germany, or any one that you want to.— A. If you divide the 2 cents 
by 26, and the 1.1 by 20, you will get about 8 here and 5.5 here [pointing to Table IJ 

Q. (By Mr. Clarke.) That is, you get about 8 in the United States and about 
5.5 in Gennany?— A. Yes; and here [pointing to Austria-Hungary] you get 4 and 
a fraction. 


(By Mr. Litchman.) Does not my question come in very pertinent there— 
the contrast between the mileage as between 1 country and another— the large 
number of unproductive miles over which a passenger has to be hauled in the 
United States as compared with the compactness of territory in Gennany?— A. 
Exactly; tliat is one feature of the mileage rate. When you compare the haul 
and the rate, the result is still in favor of the public systems on the passenger 
question. 

Q. (By Mr. Farquhar.) In your analysis of that table is it not a fact that the 
whole cost of the road is the one you must consider, without eliminating the 
cost of the terminals?— A. The cost of the tenninals is not eliminated in the table; 
the average rates per ton-mile and passenger-mile include the terminal charges 
and all other expenses of the railways. It is certainly true that in a good and 
valid argument you must take into account not merely the terminals, but the 
haul and the j^rades and the cost of construction, etc., and the number of laborers 
and the requirements as to safety and every element of the railroad system. 
Now, I simply say that that makes such a complex problem tliat no man on top 
of the earth can cipher out from the averages that rates are higher in one 
country than another. 

Q. (By Mr. Litchman.) Have you gone into the question of the difference in 
labor?— A. I have to some extent— I have said that wages in Germany, for exam- 
ple, are about one-half of ours. 

9* (By Mr. Farquhar.) They have more servants in Europe?— A. Yes; cer- 
tainly. 

Q. Did you ever figure out the gi’ade matter, to know what effect the difference 
of grade has on rates?— A. In Germany and here? 

Q. Anywhere. In Germany— do you take out the grades there?— A. I have 
made estiinates of the effect of grades in my engineering days. I am familiar 
jnth Wellin^on s Economic Theory of Railway Location, which I suppose is still 
the best book on railway economics, and that only confirms me in the opinion 
that tlie whole problem is too complex to draw from rate averages any definite 
and reliable inferences as to the nature or efficiency of the management. That 
18 only one of many factors affecting the rates, and in any case of differing aver- 
ages we can not tell how much of the difference is due to different methods of 
control except by calculating and subtracting the effects due to all the other 
causes in the case. That is a very difficult and practically hopeless problem 
except where the comparison lies between a road under private ownersW and 
the same road subsequently under public control, or where two roads are sub- 
stantially alike except in the matter of the management, if it were possible to 
nnd such a case. 


Did not Mr. Fink’s report shed light on that subject of 
grades?— A. Yes; differences of grade and differences in the density of traffic 
were amonff the elements that made the ton-mile cost vary eight fold on different 
lines in Fink's system, all under equally good management— <00 per cent more in 
some cases than in others. In view of that fact, what use is it to try to draw 
inferences from the average rate? I think none. I simply introduce this table 

^ unreliability of the usual inferences 
irom them, and show that I do not, for one, attempt to draw any conclusions at 
all from a comparison of avera^ rates. ^ ^ 

Q. (By Mr. A. L. Harris.) ^fore we pass from Table 1. 1 would like to aafe 

quality of the ’smX Uwln the 

UnitM States, with private ownership, and Germanv ATiafwa.Wiin«o^,r 
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Belgium; at least their own writers say so. The railway journals in England 
are full of complaints, and have been for several years. The fact is, however, 
that that difference is not probably due to the difference in management of the 
two systems, but to the diiterences in the countries. !Wvate concerns over there 
are just as much inferior or more inferior to private concerns in this country. 
Take, for example, the street railways of Great Britain. The street-railway sys- 
tem of Glasgow is public, and it has been one of the most progressive and one of 
the best administered of all the tramway systems in Great Britain. Yet it is far 
inferior to our private systems; but the private systems in England are still more 
inferior to ours. When we eliminate the effect of nationality by comparing sys- 
tems of transportation in the same country, the public systems prove to be the 
best. 

Q. What is the service in New Zealand?--A. In New Zealand the service is not 
as good on the whole as it is either in the United States or Germany, which is 
attributed by Mr. Reeves, Mr. Lusk, Mr. Henry D. Lloyd, and other authorities 
to the newness of the country. The service is being rapidly improved, and Mr. 
Lloyd says we have nothing in this country equal to the “bird-cage car of New 
Zealand. 

Q. (By Mr. Litchman.) Have you any means of giving us information on the 
longest passenger haul in Europe?— A. I have not the fi^ires in mind. 

Q. As compared with the haul, for instance, between New York and Chicago?— 

A. No. 

Q. Is not that a factor in the cost?— A, Yes; they are all factors in the cost; 
every difference is a factor in the cost. Now, where is the brain that can sutq 
up all these differences and reach an accurate result— tell us what is due to the 
difference in civilization level in two countries and to gi-ades, fuel, length of haul, 
wages, efficiency of labor, capitalization, density of business, and all the economic 
elements of railway construction and operation, and what is due to the difference 
between public ownership and private ownership? My point is simply tliis: That 
the only fair comparison of average rate levels is between private ownership and 
public ownership in the same countries, and not between public ownership and pri- 
vate ownership in different countries:— so far as the average rates are concerned the 
fair inference seems to me to be this: That we can see the tendency and direction 
of motion produced by public ownership in various countries and in this country, 
and then we have a right to argue that the movement will be in the same direc- 
tion and of the same land under the laws of human nature, of psychology, and 
social movement, tliat the same sort of change will produce a movement of the 
same nature in the same direction, although, perhaps, of different degree; that if 
public ownership in Glasgow lowers the rates, as compared with private owner- 
ship in Glasgow, and raises wages and serves the public better, and puts the 

I irofits in the city treasury instead of in the pockets of a few managers and stock- 
lolders, then, although we start here at a point further up the hill and the rates 
mil not go as low as in Glasgow, nevertheless they will be lower than they are 
now, and wages will l)e higher than they are now, and public ownership will 
produce a better service of public interests than private ownership does here, and 
the profits will go to the public treasury. 

Q. (By Mr. Farquhaii. ) Are the rates lower in Glasgow than they are in Phila- 
delphia or New York?— A. Yes; the average rate is under 2 cents. 

Q. What is the rate per mile? — A. I have not been able to get the average rate 
per mile, either there or here. 

Q, Are not the rates in Glasgow for the distance run?— A. Yes; they have such 
rates. 

Q. Have you ever figured it up to see if that figured up more than the cost 
here?-— A. As I said, I iiave been unable to get the average mile rates on either 
side of the water. The density of traffic is gi-eater there. They have 12 mssen- 
gers per car mile in Glasgow; in Boston, 7 per car mile: in New York, on Broad- 
way; 12 per car mile, and in Chicago 5 or «, and the railways carry the passengers 
fartW in Boston and Chicago, as a rule, than they do in Glasgow for a single 
fare. There is no doubt about that, but how much farther I do not know. Fares 
are nearly threefold here, but wages are almost double. I do not think our sys- 
tems could carry for the Glasgow fare; perhaps in the future they may, when 
the cities take the street railways and pay off the capitalization, but they can not 
do it now. Whatever may be the truth about our rates as compared with Glas- 

f oW’s, I think it is fair to conclude that the same kind of effect would be produced 
y a change to public ownership here that was produced by a change to public 
ownership there. 

9 . (By Mr. A. L. Harris.) Taking into consideration the superior service in 
this countiy, what have you to say in regard to the relative rates for transporta- 
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tion?~-A. I simply say that it is one more factor in the complex mass of factors 
which it is nerfectly impossible to cipher out. If you want to find out about that, 
get Mr. Finlc’s statement of the various items of cost on the various dirisions, the 
average of the various divisions of his Louisville system in his 1875 report, and it 
will convince you beyond a doubt, I believe, that no man on the face of the earth 
can fi^ire the thing out from a comparison of rates; it is too complex. 

Q. Then we are somewhat in the dark, as I understand, and wll be probably as 
to the better of the two systems?— A. I think not. As I said at the beginning, I 
think that financial matters, as a whole, are infinitely subordinate to the human 
elements. Intelligence, virtue, justice, good government, diffusion of wealth, and 
civilization must take precedence of profit; and if the aim of a system under pub- 
lic ownership is to develop the country, to develop education and aid labor, and 
make just and impartial rates instead of unjust and partial rates, and in every 
way forward all public interests and the higher wealth, while private monopoly 
aims primarily at profit, subordinating these higher interests, and even opposing 
good government and the public welfare, the question at once 

Q. (Interrupting.) I was asking my questions from a business standpoint.— A. 
Yes; but I can not admit that the business standpoint has any business to take 
rank with the other standpoint. It is important in its place, jind I think we can 
reach some clear results even from the busine.ss standpoint, but even if we could not 
do this, there would still be considerations of vastly gi-eater moment than any 
(lue.stion of money. While we may not be able to solve the problem from the 
business standpoint as between two different countries, we can solve it by study- 
ing cases where both systems have been tried in the same country. In Austria 
and G(‘rmany and New Zealand they tri(*d both systems. Germany tried private 
railways for 25 years and Austria tried it over a quarter of a century, and they 
have tried the two methods side by side ever since the public system wa.s organ- 
ized. In New Zealand also and Australia the two systems have been tried side by 
side. And in every one of these countries where they have thoroughly tried l)oth 
systems the conclusion by an overwhelming concensus of opinion is that public 
railways serve the public interests best, and also make lower rates and serve the 
people at less total cost. Switzerland, after a careful study of both systems in 
various parts of the world, has come to the same conclusion, and her people have 
y()ted 2 to 1 to transfer the railways to public ownership and operation. All this 
IS very strong evidence, and if we turn from the tangled web of an international 
comparison of averages and look at the principles and causes at work in the case 
it will be clear that public owmershij) tends to lower rates as well as to conserve 
the higher wealth. 

It you will examine Diagram II a little, I think it will make the matter much 
clearer than is possible by any effort to deal with the average rates and the infinite 
mass of detail behind them. 

In figure 1 (p. 142), L 0 is the rate line with zero rates at the bottom and at the 
top rates so lofty as to he proliibiiii'e; T T T is the traffic curve expanding rapidly 
as the rates are lowered; E E E is the expense curve, beginning wdth the minimum 
ot fixed charges and operating cost which must be incurred even wth the smallest 
tramc, and expanding with the traffic, thoughnotin the same ratio. A considerable 
traffic can be handled at a slight advance upon the minimum cost (the fixed 
charges being nearly the same with 60 passengers per car as with 1 . while the 
operating cost is only slightly increased), and for the later ranges of the traffic 
curve the expense account expands at so much less a rate than the traffic that 
an enlargement of 100 per cent in the traffic frequently increases expenses only 30 
to .)0 per cent and sometimes scarcely at all, as when Hungary adopted the zone 
• ystem m 1889. K R R is the curve of receipts, which is a function of the rate and 
the traffic, and can be easily platted from them; yRN, the part of the curve of 
receipt that extends beyond the expense line, represents profits. This profit line 
18 platted again at P P z M on the rate line as a base. H I is the rate level that 
yields the greatest profit , anil 'M.IH is the rate level thatffields the greatest trafiie with- 
out mcinmnga dejidt. It is the level at which the line of receipts crosses the expense 
line, so that there is neither profit nor deficit, but service at cost. M N, the line of 
^■eatest traffic without deficit, is always a considerable distance below HI, the 
profit. As you go down the rate line from H the traffic increases 
tw until you come to a iwint where the rates are so low 

deficS^^^^ vanishes, and there you have the rate level of greatest traffic withjput 


tends to establish rates at the level H I, 
’ aiming at service tends to bring 


rTfi V/ . M ^ • 

®®^pb*8bse the essential facts, the traffic curve is drawn on a 
wer lateral scale, and the profit curve, on an expanded lateral scale, is platt^ 
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upon the traffic curve as a base. The profit curve crosses behind the traffic curve 
at N, the line M N representing the largest traffic that can be secured by lowering 
rates and yet escape a deficit; while H I, as before, is the line of largest profit, 
with higher rates but much smaller traffic, H x, than is the case on the level M N. 

l^ivate monopoly aiming at profit tends to put rates at H with the traffic Hx 
and the profit xf while public ownership aiming at service tends to put rates sev- 
eral flights of stairs lower down, at M, with the very much larger traffic M K and 
no profit. I say “ tends.” because actual rates may not be on the lines H I and 
M N—public ownership may place the rates above M N (though rarely or never as 
high as H I) or below M N, even down to the zero level, and private ownership may, 
through miscalculation, put rates above H I or below it (though rarely or never so 
low as M N) . The significant fact is that nr/rafc rates gravitate to the high level H I 
with large profit and comparitively small service, while rates gravitate to 
the low In^elM. N, with large service and no profit, and in later stages of develop- 
ment may seek a lower level still and even cultivate the zero line. 

The curves in these figures would vary, of course, with the location and char- 
acter of the business. Under some circumstances a 50 per cent reduction of rates 
would double traffic and increase expenses 30 per cent perhaps, while in another 
case a 50 per cent reduction would increase the business ^ per cent and the 
expenses 10 per cent or 15 per cent. In some cases the traffic curve becomes con- 
cave toward the left as it nears the zero level, while in other cases it might be con- 
cave toward the northeast and strike the zero level at a great distance to the right. 
But through all the vfirious phases of these curves the essential facts remain the 
same, viz: (1) The rate level that yields the greatest profit carries a relatively 
small traffic and lies above the rate level that yields the largest traffic attainable 
by lowering rates without incurring a deficit, and (2) private ownership seeks the 
high-rate level with maximtm profit, while public ownership seeks the low-rate level 
with maMmum seivice at cost. 

The great point is that the private system looks at this profit line while the public 
system looks at the traffic line. Private managers regulate this business simply in 
reference to the profit line, trying to establish rates at the level which will pro- 
duce the greatest profit regardless of whether it 'produces the greatest movement 
in the countiy or not, or the greatest development of industry; whereas the ten- 
dency of the public system is to look to the ^’eatest development of traffic so long 
as it remains within reasonable cost, and not always that. We make our public 
highways— not our iron highways, but our stone highways and common roads— 
absolutely free for the development of commerce and civilization. 

Q. (By Mr. Clarke.) Is that diagram based on actual experience, or is it mere 
theory?— A. It is based on the results of experience, the laws of movement indi- 
cated by actual cases. For the extremes— top and bottom— we have, of course, 
only general indications from what scientists call “ adjacent cases ” and from the 
results of selling water below cost and of making roads, parks, and schools free, 
and carrying scliool children and some fertilizers free in New Zealand and Aus- 
tralia. But the middle sections are carefully platted according to principles estab- 
lished by the experienced results of lowering rates on railroad and street railway 
systems. TeleCTaph and telephone experience, and actual reductions in rates for 
water, gas, and other similar services, illustrate the same general truths that 
business increases rapidly with lower rates, while expenses, as a rule, increase in 
smaller ratio, and that the rate level yielding the greatest profit is above the rate 
level yielding the peatest traffic without dencit— this is the universal and essen- 
tial truth on which I base the proposition that public ownership aiming at service 
tends to make lower rates than private ownership aiming at profit. However 
much the shape of the curves may vary in different systems of railroad, street 
railway, tele^apn, or telephone, their relations will always bo such as to harmo- 
nize with and illustrate the fact that the line of greatest profit is at a higher rate 
level than the lino of greatest traffic at cost. So that this diagram is not only 
accurate but universal in respect to the truth for the illustration of which it is 
adduced. 

Q. Now, at some stage I would like to have you answer the question, and now, 
if this is the time when you wish to do it, whether or not there is not, in your 
pinion, sound economics in the principle that every tub should stand on its own 
jwttom— that is, that every system should produce a good financial result, even a 
little profit, rather than a deficit?— A. No; I do not think it is a sound economic 
not as a universal principle, for this reason: morals, intelligence, and 
civilization are just as vitally related to economics as dollars and cents, and the 
development of education is just as much a part of tiie business of an economic 
a railway system, or any other industiy, as the making of profit— in 
* servmg of the public good is the only aomissible purpose of all public 

utilities; and if the public good reqtiires that the roads of the country should be 
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free, I think there can be no sound economics in reouiring them to pay cost or 
make a profit: or if, considering all interests of the higher wealth as well as the 
lower, the public good requires that the public schools should be free, then any 
principle that requires them to make a profit can not be sound economics. It is 
right that the elevator in the building should be run free and the charge put upon 
the party who rents the building, because of the simplicity of the thing. And if 
it should turn out with the railways as it has with these other things, that it is 
best to make them free, there is no economic principle to prevent it so far as I 
know. There may be a prima facie presumption that each service should be self- 
supporting till good reason appears to the contrary, but when such reason does 
appear, sound economics requires that it should be heeded. Sound economics will 
do whatever is best lor the community, and if it promotes the public welfare to 
carry mail, or school children, or fertilizers below cost, and make use of our streets, 
roads, hospitals, and fire departments free, then sound economics will do it. In 
most countries, as far as the mass of the business is concerned, the public railways 
are managed so as to make a little profit, but there is no sound economic principle 
that would require them to continue on that basis after it became clear that public 
interests would be better served by running them below cost to secure the educa- 
tion, intelligence, character, harmony, development of industry, etc., accompany- 
ing the increase of traffic that results from lower rates. 

Q. Now, suppose the nontaxpayers are in control of the Government and seek 
to have the railways and their public conveniences run at cost, or less than cost, 
for their convenience and make up the deficit by taxing the people on their prop- 
erty. Does that seem to you to be an improbable result of that system? — A. In 
the light of the past I should say that it was a very improbable result with the 
railroads, so far as the near future is concerned, but I should not say that it was 
improbable in the tar future. Let me give you a little summary by Professor 
Sehgman, of Columbia University, which throws much light on this matter. 

THE FIVE STAGES OF DEVELOPMENT. 

“In all the media of transportation and communication there seems to be a 
definite law of evolution. Everywhere at first they are in private hands and used 
for puraoses of extortion or of profit, like the highways in mediaeval Europe or 
the early bridges and canals. In the second stage they are ‘ affected with a public 
interest,’ and are turned over to trustees, who are permitted to charge fixed tolls, 
but are required to keep the service up to a* certain standard. This was the era of 
the canal and turnpike trusts or companies. In the third stage the government 
takes over the service, but manages it for profits, as is still the case to-day in some 
countries with the post and the railway system. In the fourth stage the gov- 
ernment charges tolls or fees only to cover expenses, as until recently in the case 
of canals and bridges, and as is the theory of the postal system and of the munic- 
ipal water supply with us at the present time. In the fifth stage the govern- 
ment reduces charges until finally there is no charge at all and the expenses are 
defrayed by a general tax on the community. This is the stage now reached in 
the common roads and most of the canals and bridges, and which has been pro- 
posed by officials of several American cities for other services, like the water 
supply. 

Tne extent to which public ownership and cooperative effort have replaced 
individual and private action in any community is one of the surest tests of the 
degree of its civilization. And the final stage in the case of a great universal util- 
ity, such as transportation, is free service, but in the nature of things this final 
stage is not likely to come or be closely approached very soon, and even if voters 
should call for such a system before the better wealth diffusion of the future has 
made them all taxpayers, still the change would not be nearly so unjust as it 
may seem at first sight, because the property of the large taxpayers has been 
chiefly produced by nontaxpayers and taken from them by an uniust system of 
wealth distribution, wherefore the railroad tax would in very large part be 
merely one step toward a fairer adjustment of wealth and burdens, like a pro- 
gressive income or inheritance tax. 

To come hack to Diagram II: We have seen that in the same country and under 
similar conditions otherwise than in respect to ownership and control public own- 
ership t^s to make lower rates than private ownership. The line of greatest 
profit is on a much higher rate level than the line of greatest service, and since pri- 
vate monopoly aims at profit it seeks the higher rate level Public oumership aims 
at service, not at profit, and therefore gravitates to the lower rate level, where traf- 
fie and service are greatest. 

I regard this as a practical demonstration of the generalization as to the ten- 
dency of publio ownership to lower rates. 
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1U.C8IBATIOSB OF THE TBSDEKCT OF PUBUO OWNBBSHIP TO LOWER RATES. 

A few illustrations of the vigorous manner in which this law works out in prac- 
tice may be of advantage here. 

The Hungarian Government at a single stroke in 1889 reduced State railway 
fares 40 to 80 per cent. Austria and Prussia have also made great reductions in 
railway charges. Belgium started in the thirties with the very low rate of four- 
fifths of a cent on her public railways. In New Zealand and Australia also the 
goveriiuifiit managements have adopted the settled policy of reducing railroad 
rates as fast as possible. For example, in the New Zealand report for 1899 Mr. Cad- 
man, the minister of railways, announced reductions of 20 per cent on farm prod- 
ucts and 40 per cent on butter and cheese, concessions amounting to one-seventh 
of the railway receipts and equivalent tp a reduction of $150,000,000 in the United 
States. Following this, Mr. Ward, the new minister, announced a general low- 
ering of passenger fares. In the United States, on the other hand, by reclassifi- 
cation, etc., rates on many products have recently been lifted instead of lowered. 

When England made the telegraph public in 1870, rates were lowered 80 to 50 
per cent at once, and still further reductions were afterwards made. 

When France took over the telephone in 1889, rates were reduced from $110 to 
$78 per year in Paris, and from $78 to $39 elsewhere, except in Lyons, where the 
charge was made $58.50. 

Private turnpikes, bridges, and canals levy sufficient tolls to get what profit 
may be pos.sible; Imt when these same highways, bridges, and canals become pub- 
lic the tolls are often abolished entirely, rendering such facilities of transporta- 
tion free, and when charges are made they are lower than the rates of private 
monopolies under similar conditions, and generally reach the vanishing point as 
soon as the capital is paid off or before. The difference between public and pri- 
vate management of such undertakings is strikingly illustrated in the following 
comparison of the Brooklyn and St. Louis bridges: 

The Brooklyn Bridge is owned by t)ie cities of New York and Brooklyn. The St. Louis Bridge Is 
privutely owned. The contrast in the raanageinenf of the two bridges is very great. 


CHARGES FOR CR08SI.NG. 


St. LonisBridge (oostSlS, 000, 000, bought by Gould 
lntcTe.sts for $5, 000, 000): 


On steam oars, 25 to 75 cents per passenger. 
Street-ear fare 10 cents, 5 cents for bridge. 


Foot passengers 5 cents. 

Vehicles, with 1 horse 25 cents. 

Vehicles, with 2 horses 35 cents. 

Bicycles 10 cents. 


Brooklyn Bridge (cost, 816, 000, 000): 

On L roads 3 cents (2 fares for 5 cents), if you 
simply wish to cross the bridge— if you come 
from a distance or are going beyond the 
bridge it costs nothing to cross it, either in 
the L ears or the surface cars— the ordinary 
car faro takes you over without extra 


charge. 

Foot passengers Free. 

Vehicles, with 1 horse Scents. 

Vehicles, with 2 horses 10 cents. 

Bicycles Free. 


Before the recent lease giving the companies the use of (ho Brooklyn Bridge the public operation 
realized more than enough to pay expenses and interest, on a 24 -cent fare, eto (asabove), paying the 
ear men 82.75 for an 3-hour day. The elevated railway companies running over the bridge nay for 
10 hours, and .some of the men receive less and work longer, mi I am tol<l by the men themselves. On 
the eleotric.s running over the St. rx)Uls Bridge the men work 12 liours, for which the conductors get 
82.25 and the motormen 82. 

Under the lease the elevated roads pay about 8100,000 a year for the use of the bridge, and the 
trolleys 5 cents a car, a fraction of a cent per paasenger. The franchise charges were made very 
small in order to arrange matters so that no extra fare for crossing the bridge would be collected 
from those paying the ordinary 6-cent car fare, thus making the bridge free for passengers coming from 
or going to a distance, and more than free to those who simply croas It in the bridge cars, since a ride 
in the cars anywhere else for any distance, no matter how snort, cosUs a nickel instead of the 2^ cent 
bridge rate— nothing lor the bridge and half price for the car ride. The arrangement is gowi for the 
people and good for the companies, as It Increases their traffic. It could only be improved by a larger 
payment from the companies, or lower lares in general, or, best of all, public ownership of the street 
railways as well os the bridge. 

The net earnings of the St, Louis Bridge are one and one-fourth millions a year, or 25 per cent on 
the Gould Investment, and 12 per cent on the Impairable capital (the excavating of the tunnels, etc., 
tyill never have to be done again). The St, Louis charges may be objected to, not only as extor- 
tionate, but as discriminating. A passenger who buys a ticket In Now York or Philadelphia to go to 
St. Louis has to pay 75 cents lor crossing the bridge, whereas if he buys a ticket to East St. Louis and 
the bridge In a railroad train, it will cost him only 25 cents. 

The St. Louis Bridge is managed for private profit; the Brooklyn Bridge is managed for public 
service, the aim being to make the bridge as useful to the people as possible. 

When Glasgow took the management of her street railways in 1894 fares were 
reduced at once about 83 per cent; the average fare dropped to about 2 cents, and 
w per cent of the fares were 1 cent each. Since then further reductions have 
made, and the average fare now is little more than a cent and a half; over 
w per cent reduction in 6 years, while we pay the 5-cent fare to the private oom- 
pAnm in Boston and other cities of the United States the same as we did 6 years 
»go, instead of the 2i-cent fare we would pay if the same percentage of reductioii 
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had occurred here as in Olas^^ow. At the same time that rates have been cut 
down in Glasgow wages have been raised, hours reduced, and the service greatly 
improved; and the profits of the business go to the people instead of a few stock- 
holders. In the early nineties, when the private tramways of Glasgow we: e col- 
lecting an average fare of 3.84 cents, they declared that only 0.24 cent was profit. 
Now the public tram lines, with less than half the fare, still realize nearly a quar- 
ter of a cent clear profit and put $200,000 a year in the public treasury above all 
cost of operation and fixed charges. 

According to Baker's Manual of American Waterworks, the charges of private 
water companies in the United States average 43 per cent excess above the charges 
of public waterworks for similar service. In some States investigation shows 
that private water rates are double the public rates. (See City for the People, 
pp. 20, 195.) 

For commercial electric lighting private companies charge 50 to 100 per (;ent 
more than public plants. (See Municipal Monopolies, p. 156.) What public 
ownership can do toward lowering the cost of street lighting may be seen from 
the following table: 

Table II.— Cosf of electric light before and aftet' public ownership. 

[Total cost per lamp year for electric street lights before and after public operation, the “after" 
service being as good pr better than the service it replaced.] 


1. 2. 3. 

AFTER. 


BEFORE. 

Price paid 
private com- 
pany per 
street arc 
jiwt before 
public opera- 
tion began. 


AFTER. 

Costner are, 
including 
operating 
expenses, 
taxes, in.sur- 
ance, depre- 
ciation, and 
interest. 


Cost under com- 
plete public 
ownership, in- 
cluding oper- 
ating expenses, 
taxes, insurance, 
and depreciation, 
but not interest, 
there being no 
interest to pay 
when public 
ownership is 
complete, he., 
when the people 
own the plant 
free of debt. 


Aurora, 111 

Elrin.Ill 

Fairfield, Iowa 

Marshalltown, Iowa 

Bay City, Mich 

Detroit, Mich 

Allegheny, Pa 

Bangor, Me 

Lewiston, Me.. 

Peabody, Mass 


8325 

8/2 

228 

66 

875 

95 

125 

40 

100 

67 

132 

83 

180 

86 

150 

58 

182 

58 

185 

73 


861 

56 

80 

80 

58 

68 

75 

48 

52 

62 


Column 2 is made up of the operating co.st plus 5 per cent on the inve.stment for Insurance, taxes, 
and depreciation and 4 per cent for Interest, except where the actual interest is known. With 
Aurora, Fairfield, Marshalltown, and Bay City the real contrast is between columns 1 and 3, for there 
is no debt to allow for In those eases Perhaps the same i.s true ol Bangor and Lewiston. The data 
in my possession leave that point in doubt in tho'^e two coses. The true contrast is always between 
columns 1 and 3 If yon wish to compare private ownership and operation not merely with public 
operation of a plant the capital In which is still privately owned, but with public operation and 
ownership complete. • 

When wo are trying to ascertain what it is fair for a private company to charge we must add inter- 
est, but when we are trying to discover the effect ujton the people of a change to complete public 
ownership there Is no interest on the public side of the account. 

The number of lights was greater in .sevcml cases under public ownership than with the private 
supply. On the other hand, the actual candlenower in the public lights is usually higher and the 

B ubllc plants are handicapped by lack of permission to engage in commercial lighting. This more 
;ian balances the advantage of a large number of street lamp.s— 300 street lamps plus 20,000 private 
lamps makes a much larger bU8ine.ss and lower co.st per unit than 360 or 400 street lamps with no com- 
mercial business. Setting this handicap against the increase of street lamps, it seems fair to conclude 
that the above figures obtained from the reports and ottlcinla of the municipalities Involved do not 
overstate the saving power of public ownership. 

In the early years before the cost of electric lighting was understood and the companies were charg- 
ing speculative prices, os in Elgin, Aurora, etc., the change to public ownership caused an amazing 
reduction. And even in later times the saving through municipal ownership is sufficiently marked. 
In Detroit, for example, one of the latest cases, the city, when considering the change to public 
ownership 6 years ago, could get no bid for its street lamps lower than $132 per arc year; it saved nearly 
850 per arc at the start, and has now reduced the total cost, lutere.st, depreciation, taxes, insurance, 
and operation to about 870 per arc, and could cut it down to 860 or less it the commercial lighting or 
the city were united with the street lighting in one system under public management. 
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THE ECONOMIES OF PUBLIC OWNERSHIP. 

In addition to the fact that public ownership aims at service rather than profit, 
and therefoi-e tends to a lower rate level than private ownership, gravitating to 
the level of greatest service without deficit— in addition to this we must note that 
nublic ownership permits economies which pull the expense line nearer the verti- 
cal and bring the fine of greatest service without deficit to a lower level than it 
would have in the same system under private ownership. Thus public ownership 
favors low rates in a double way, first, by tending to bring rates down to cost, 

and second, by lowering cost. - ... .. 

Some of the reasons for the superior economy of public ownership are as 

^(l*)'^The public plant has no lobby expenses or corruption funds to raise, as 
many of the private monopolies have. , 

(2) It has no rebates or commissions or other secret concessions to favored cus- 
tomers to provide for. 

(:3) It has no dividends on watered stock to pay.^ 

(4) It has no overgrown salaries or monopolistic profits to provide for. The 
principal salaries are apt to be smaller under public ownership and the wages of 
ordinary labor somewhat higher than under private ownership. 

(5) Litigation expenses and lawyers’ fees are likely to be less under public 

ownership than with private systems. m, n- 

(C) The public plant generally is able to save on interest charges. The public 
credit is better than that even of very strong private companies, the government 
being able to borrow often at 3 per cent or less when a private company has to 
pay from 4 to 0 in the same locality. The government also saves on insurance, 
insurance being simply intended to diffuse loss, the government acting as its own 
insurer— diffusing the loss directly without paying the commissions and agents’ 

(7) Public ownership gains through superior coordination of industry, which 
is impossible under private ownership except through incurrinj^ the dangers of a 
concentration of wealth and power in the hands of a few, the evils of which would 
be likely to outweigh the benefits of coordination. 

(8) The public also gains through the civic interest of the people, which 
increases and facilitates the business. It is a fact of experience that the people 
patronize their own institutions, their own water plants, their own electric plants, 
and their own telegraphs and telephones to afar greater extent than they patron- 
ize a private institution. A man does not hesitate to increase the income of a 
public plant; his civic pride leads him to favor its prosperity; it is his plant; he is 
a partner in the concern; but the majority of men do not enjoy increasing the 
profits of a private monopoly. 

(9) In the next place, the public plant e.scapes the co.st8 and burdens of costly 
strikes Hiid lockouts* 

(10) Public ownership saves the cost of numerous regulative cominissions and 
investigations into the secrets of private monopoly. Everything is open and 
public, and there is no necessity of those tremendous investigations. It also saves 
in the cost of legislation, since the time and attption of our legislators are very 
largely given to these great private monopolies, making laws they want and 
making laws to control them. 

(11) The superior diffusion of wealth and elevation of labor resulting from a 
normal public system tend to diminish the extent and the cost of the criminal 
and defective and unfortunate classes; as in New Zealand, where they have 
ticallj^ wiped out the unemployed agitation through the administration of public 
utilities. 

(12) The elimination of the antagonism between the owners of vast industries 
and the public carries with it all the useless activities and wastes of conflict 
which result from that antagonism. 

SAVINGS THROUGH PUBLIC RAILWAYS. 

How great are the savings that may result from the elimination of conflict and 
a thorough coordination of industry under wise and impartial public manage- 
ment may be seen by comparing the economy of such a system with the waste- 
fulness of present railway methods. 

While 800 or 1,000 companies carry on their business more or less separately, it 
is manifest that there must be duplication of management, of general officers, 
and duplication of railways, and of competitive agencies, duplication of depots, 
multitudinous ticket arrangements, competitive advertising, the carrying of 
empties, etc. I need not enumerate all the details; it is clear that the wasteful- 
ness of the present system is very great. In England careful estimates have 
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been madebv leatliugrailway anthorities—the secretary of the London and North- 
vestem Railway Company, the manager of the Lancashire and Yorkshire, and 
the late eminent railway enmneer. Sir Edwin Chadwick— and it is estimated that 
in Great Britain and Ireland the preventable wastes amount to 30 to 24 per cent 
of the operating expenses. In this country we have nothing like the union that 
exists in Great Britain. We have 863 independent systems, while the United 
Kingdom has only 133. 

The whole railway system there is based on an understanding between all the 
companies, so the current railway literature affinns. The wastes of severance 
may, therefore, be greater here. But suppose we take it at 20 per cent, we shall 
find then that the wastes of severance in this country on the basis of the English 
estimates would amount to $180,000,000. If we add to this the sums that go to 
ledslative and legal expenses, and the amounts that are given away in free passes 
which still obtain to some extent, and the rebates that are still given in large 
measure, our present system of railway management probably costs the peojue 
not less than $250,000,000 to .$^300,000,000 more than it ought to cost— $350. WO, 000 
to $300,000,000 partly waste and partly unjust increments to private pockets at 
the expense of the public. All this would be saved to the people by public owner- 
ship, and more, for the profits that now accrue to the companies would go to the 
people in lower rates, or lessened taxation, or added millions in the public treasury. 

Moreover, if we had a system owned by the public clear of debt, as is the pur- 
pose of a number of the European governments, such as Germany, Beldum, 
Austria-Hungary, and France, which are aiming to secure a system of railways 
owned by the public with the capital all paid off, so that the railway system will be 
in the same condition as to capitalization as the public-road system is now, then 
rates may be reduced to the lowest possible figure, just large enough to cover 
operating expenses and depreciation and necessary extensions and improvements 
from year to year. That seems to me to be the ideal from an economic stand- 
point. Such bottom rates are of the greatest moment to the people for the 
improvement of social conditions, the relief of pressure upon the slums of the 
great cities, and so on. Politically, socially, and economically, low rates of trans- 
portation are of the utmost importance. Therefore it was of vast importance for 
a nation to have so nearly as possible a free-road system, only the expense of 
keeping it up falling upon the people. So it is of vast importance that we should 

S et as near as possible to a free-rauway system, putting upon transportation only 
le burden of operating expenses and maintenance charges and getting rid of the 
capital charges. If that were done the people might save about 600 millions of 
railway charges every year, adding the waste and misappropriation I have spoken 
of to tne interest and dividends and surplus. 

Here is an itemized account of the possible savings under a wise public man- 
agement of railways. It is a statement prepared by me in 1895 for the Arena 
magazine, and is based on the estimates or railroad men: 

Table III . — Savings unihT coordinated public ownership. 


In mil- 
lions. 


1. By abolishing 599 prosidonts, with their staffs 

2. By abolishing the nigh-prieed managers and their staffs 

8. By abolishing attorneys and legal expenses 

4. By abolishing merely competitivo offices, solicitors, etc 

5. By abolishing tive-sevenihs of the advertising account which is 

incurred for competitive purposes. 

6. By abolishing the traffic associations which arc employe<i to 

adjust matters between competing roads. 

7. By exclusive use of the shortest routes 

8. By consolidation of working depots, offices, and staffs 

9. By uniformity of rail, cars, machinery, etc., cheapening their 

menufacttipel by avoiding freight blockades, return of “emp- 
ties” belonging to other roads, clerkage to keep account of 
foreign cars and adjust division of eanunM among the roads; 
by making simple, easily understood tariffs, saving the time 
and labor of clerks and tne public; by all the numberless little 
economies of a vast corporation under a single management, 
and no competitive warfare to waste its energies 

10. By avoiding strikes and developing a better spirit among the 

employees. 

11. By abolishing the corruption fund for influencing leglsla- 

, tion, etc. 

12. By abolishing the pass evil 

18. By abolishing unjust rebates and commissions 


4 
!.> 
12 

5 


4 


15 

10 


30 

50 


Total 


242 


Authoritv 


Wood Davis. 
Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 


The present writer. 
Do. 

Thos. V. Cator. 

C.Wood Davis. 
Thos. V. Cator. 
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Table Ul.-^Savinga under coordinated public owmcrs/itp— Continued. 
FURTHER SAVINGS BY PAYING OFF DEBT AND EXTINGUISHING CAPITAL CHARGES. 



In mil- 
lions. 

Authority. 


m 

By report. 1891. 

Do. 

15 By hftvinjf ao dividends to pfty 

82 

26 By putting surplus in the people’s treasury 

62 

Do. 


Total savings per year by public ownership free of debt... 

662 ! 



I took the year 1891 in order that all the estimates might refer as nearly as pos- 
sible to the same year. The people paid the railroads in 1891 aboiii $1 ,200,000,000. 
They could have had the same or better service for half the money if they had 
owned the roads free from debt and under good management, with a well coordi- 
nated public system. 

We nave now well toward a thousand different managements in place of 600, 
so that some of the wastes in the table have increased, while others have prob- 
ably diminished. There are other items of saving not mentioned in the table. 
For example, adoption of the zone system and of cooperative methods in con- 
struction, etc., fuller use of safety appliances, a careful system of training rail- 
way employees, thorough coordination with the telegraph, telephone, and postal 
services, street railways, roads, police, and other departments. There is still 
abundant reason to believe that railway charges ($1,480,000 this last year) could 
be reduced about one-half if the nation owned the system free of debt. In view 
of the fact that traffic is greatly increased by low rates and that the expense per unit 
both as to operating cost and fixed charges diminishes with the growing density 
of business, it is probable that rates and fares could he reduced considerably more 
than half under public ONvnership with the capital paid up. Even with the 
higher wages that ought to be paid and would be paid to brakemen, switchmen, 
and other workers, large reductions in rates would still be possible. 

CONSOLIDATION. 

In this country there have been about 5,000 railway corporations. About 3,000 
of them have ceased to operate, and there are now a little over 2,000 railways— 
2,047, 1 think— and of these, there are 863 independent operating companies and 
about nine hundred and sevenfy-odd subsidiary companies leased or controlled by 
the independent companies. Two hundred odd of these— about 213, 1 think— of 
the subsidiary companies keep separate operating accounts, so that they are not 
entirely merged. Kow, you see in those few figures that a tremendous movement 
toward concentration and coordinatipn under private ownership is going on, and 
there is much at the same time that the figures do not show, for vast combinations 
are being formed among the independent companies. Coordination is good and 
ought to gfo all the way. It would result, as we have seen, in the very ^eatest 
economy if the whole railroad eystem of the country could be nin under one 
harmonious plan and one manfigement,in full coordination with the telegi’aph, 
telephone, and postal services. 

In the transfer of empty cars, in gettingrid of unnecessary stations and account- 
ing offices, etc., great savings can be made-^nion of depots and all that. This 
concentration— which is so valuable that the German Gkivernment in arguing for 
public ownership of railroads put it as 1 of the 2 strongest ar^ments that they 
nad— this concentration and coordination can be obtained under private owner- 
ship, but to bring it about under private ownership would result in establishing 
a power so colossal in the hands of a few men that the present dangers to free 
institutions resulting from monopolies would be intenwfied very many fold- 
intensified to such a degree that it would appear better for the country, perhaps, 
to forego the advantages of coordination than to have absolute or complete union of 
these enormous systems under private control. So that if we are to have the 
benefits of coordination with justice and safety to the liepublic, we must attain 
them through public ownership. A consolidated system of railways in private 
hands would be a monopoly so vast, so powerful, so irresistible in its influence on 
legislation and administration that it would constitute too great a danger to 
republican institutions to be permitted. With private management we have 
either a lack of coordination or inharmony. or dangerous consolidation- harmony 
and coordination, together with safety and justice, can only be secured through 
public ownership. 
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Koreover it must be remembered that less than a third of the six hundred odd 
mUlioiis of possible public railway savings would be attributable to the element of 
coordination, over a hundred millions would be due to the abolition of corruption 
funds and discriminations in favor of privileged individuals, corporations, trusts, 
and combinations, and several hundred millions more belong to the capital 
accounte, rent, interest, and profits, and could be realized only by the extinguish- 
ment of railway capitalization and the making of rates on the basis of (merating 
cost without profit, things that no private company, or consolidation of private 
companies, could be expected to do, so that far the larger part of the possible 
diminutions of railway taxes can only be secured throng public ownership, not 
being attainable under private management, even if we were willing to risk the 
dangers of cor^lete consolidation in private hands. 

Q. (By Mr. Farquhar.) If 600,000,000 are taken out of the net returns of rail- 
roads, what would be left?— A. I did not say out of the net returns; I said out of 
the gross returns. 

Q. Even say out of the gross returns; how much would that enter into the net 
results as at present constituted? — A. The $600 ,000 ,000, according to those estimates, 
would be saved to tlie common people through the lessened cost of operation and 
the doing away with discriminative rates and corruption funds, and so on— all the 
losses of the present system— and the elimination of profits. Without touching 
profits, the possible reductions miglit be in tlie neighborhood of $250,000,000 or 
more, laasing our calculations either on the English estimates above referred to, 
or on the table and the comments following it. 

Q. If discrimination in rates were abolished entirely by the flat plan of an equal 
tariff all over, would not that add to the profits of the railroads?— A. It would add 
to the gross revenues if the present tariff were enforced throughout. 

O. If you abolish all discriminations you are bringing more revenue into the 
railroads, and you say by the abolition of that, by coordination, etc., that you 
would save— that was the expression — $600,000,000? — A. Yes. It would save that 
much to the common people. If the favored shippers, who get concessions worth 
50,000,000 a year, did not receive those concessions tne railroads would bo $50,000,000' 
better off, and could afford to reduce rates to the general public by that much. 
Discriminations are made, very many of them, by the payment of rebates and 
commissions. Now, if you do not make those payments, you save that amount 
of money to your railroad system, and can lower rates in general by so much. 
Suppose that the roads received $1,000,000,000, and that $50,000,000 were given back 
to favored shippers. Now, you do away with your, discriminations and you can 
get along with $50,000,000 less rates, can you not, than you could before? That is 
the point. Every payment or concession, whether positive or negative, to the 
Standard Oil, the beef combine, the grain trust, or other favorites of the railways, 
is just so much out of the pockets of the common people, who have no rebates or 
concessions and have to pay ordinary rates. It is .pist the same as it the amount 
of the concessions were added to the salaries of railroad officials, or as if the oil. 
beef, grain, coal, and other monopolists were put on the salary lists of the roads, 
and paid amounts equal to the value of the concessions they get. The common 
people have to pay for those concessions in railroad rates, and they would have to 
pay just that much less if the concessions were done away with. 

6. (By Mr, Clarke.) Even if rates were not to be lowered, would you still see 
a ^eat advantage in public ownership?— A. Certainly; I think the rates are not 
the main thing. This matter of partiality, personal discrimination, injustice, that 
i^liminated by public ownership; and the antagonism of interest between the 
sm^ class owning the railroad system and the public as a whole, which is 
eliminated in favor of harmony; the relief of the pressure upon Government, 
tending to control and corrupt the Govefnment, as our great monopolies do so far 
as necSsary to accomplish their purposes and to protect themselves against bad 
legislation. All those things and others which are 

Q. (By Mr. Farquhar, interrupting. ) Do you think that human nature changes 
in public sej^vice from what it was in private service in any way?— A. Yes: grad- 
ually; not all at once. 

Q. Have y«^u any knowledge of any country where it has?— A. Yes; eveiy 
country. Man is molded by his environment as well as molding his environment. 
If we look back , to the savage times when man began, we can trace through his- 
tory the interaction between maij and his environment, social institutions being 
a part of that environment. Now, everv change toward harmony by elimination 
of antagonism and conflict tends to make man less barbarous, less antagonistic, 
less selfish, more sympathetic, brings him into closer relations \vith his fellows, 
molds and changes his human nature toward a higher manliood. That is one of 
the great benefits tihat I expect from public ownership, 
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Q. Do yon think that in the railroad service of the United States, were it possi- 
ble— which everybody seems to think is impossible, of course— for the Goveniment 
to own them— do you think it is possible to serve the people better, have a more 
intelligent service by a public service, whether under civil service or not, than 
you have under the great brotherhoods that control the roads now?— A. Not per- 
haps a more intelligent service, but an equally intelligent service, aiming at the 
puolic good instead of at private profit under the control of the monopolists, not 
under the brotherhoods, for the brotherhoods do not control the roads, as is clear 
from the long hours and low wages of most of the men. 

Q. Would you abolish the brotherhoods that are on the railroads now and bring 
in a civil service?— A. No; I would not abolish the brotherhoods. 

Q. How would you employ your public servants on the public roads?— A. I 
would leave the present employees (when the different roads are taken) in the 
positions they occupy at the time of the transfer, subject to tlie condition of dis- 
missal for lack of loyalty, under strong civil-service rules, made a part of the law 
under which the railroads are taken over, all new appointments and employments 
and dismissals being placed under those rules, and so the change from one system 
to the other would be made gradually, not by any sudden jolt. 

O. But ill the long run that would tend, of cour.se, to eliminate the present foi-ra 
of brotherhoods as they are now?— A. Oh, no; let the unions and brotherhoods 
stay as long as they want to. 

Q. (By Mr. Litchman. ) Doesthe management of tho railway post-office service 
under the Government eliminate the organization of railway postal employees?— 
A. Not that I know of. Trade unions are freciuently opposed and sometimes 
broken down by private monopolies, but not by public managements. Unions 
are encouraged in New Zealand under the public service; the workers can not get 
their full rights under the law unless they do form a union. It is only the unions 
that can elect their judges to the appeal board. 

PUBLIC BENEFITS ASIDE FROM LOW AND IMPARTIAI. RATES. 

The next point I would like to speak of very briefly is public service, aside from 
rate making. Take the matter of construction. In N(‘w Zealand the construc- 
tion of railroads is so arranged as to relieve depression instead of creating panic, 
as our railways liave been known to do. In 1873 we had what was practically a 
railroad panic. And overconstruction of railways in a time of prosperity is 
thouglit to be responsible in other instances for intensifying depressions and 
panics. In New Zealand and Germany the definite effort of the Government is 
to increase railroad con.struction in times of depression and to let up on construc- 
tion in times of boom. In that way they get a double advantage. They equalize 
the labor niark(.‘t and thecontrol of industry, and they get the railroads constnicted 
at the times of lessened cost instead of at the times of higher cost. 

Moreover, the management uses railroad construction and the adaptation of 
it— increase and diminution of it— to aid the farmers in obtaining the labor they 
need in harvest time. When winter comes and the unemployed are numerous, 
the railway managers increase their construction force. When summer comes, 
and the farmers want harvest hands, the managers slacken the work on the rail- 
roads and other public works, so that the men can go to the farmers. 

In still another way railroad construction in New Zealand is used to aid the 
laboring people. The management lets out contracts for construction directly to 
cooperative groups of workers. A group of laborers c(mtract for a given section 
of earthwork, another group for laying the ties, another group for laying the rails, 
another group for grading and repainng the road, another group for building sta- 
tions and public buildings of various Kinds; even iron bridges have been con- 
structed in this way, by groups of cooperative laborers— any wliere from 6 to 50 or 
100 men, who elect their own foreman and divide their money equally, the amtiunt 
paid being determined by the engineer of tho railroad system. The result is that 
the average wages made by the men are nearly double what they were able to 
make under the old system of private contract, because the men, knowing that 
the profit is to be theirs, put a great deal more energy and interest into the work, 
and consequently the state has secured its railways at a lower cost in every 
instance, so it is stated in their reports, than was the case under the old system of 
dealing with boss contractors. Tho elimination of the profits of the contractors 
and the stimulation of the industry of the men h&s resulted in these two conspic- 
uous benefits, (1) affording the men double wages nearly, and (3) giving the state 
its construction at lower cost; beside favoring the development of sympathy, of 
cooperative effort and of ability to understand each others efforts and interests. 
I brieve that one of the greatest and most important tests of civilization is the 
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mwth of cooperation. Wlien men were mere sarages and barbarians they were 
incamWe of any cooperation. As they were developed they became capable of 
wortong in little groups, and larger groups, and larger groups, until finally they 
are able to work together in the all inclusive group of a public utility, and only 
as these larger groups of voluntary cooperations federate into a complete coopera- 
tion, and finally merge into the ^-eat all-inclusive circle of public ownership do 
we come to the finm goal of civilization—the elimination of confiict and the 
replacement of it by harmony, by cooperative Avork for the benefit of all, instead 
of the mastery and conflict of most by the few for the benefit of the few, I believe 
that is the ^oal and the test of civilization, and, if so, the public systems in Ger- 
many and m New Zealand are emphatically superior to any private system under 
this test. 

Germany controls her railways in such a way as to coordinate them— that is 
true of other public ^sterns also— coordinate the railways with the telegraph, 
telephone, and post-omce, and every other public service. The railway tariff, for 
example, is made to enforce the national tariff instead of nullifying it as our rail- 
roads are apt to do. For example, a few years ago, it appeared from the testi- 
mony in the Texas and Pacific cases that foreigners could ship from Liverpool or 
London through New Orleans to San Francisco and the Pacific coast, books, mat- 
tings and carpets, confectionery, boots and shoes, hats and caps, gloves, linens, 
cashmeres, and so on, at a blanket rate of $1.07; whereas, from New Orleans 
domestic products to San Francisco went at rates from $:i.88 to $3.70. That is 
only one instance of the practical nullification of the protective tariff' by our rail- 
roads; whereas, in Germaiw railroads not only do not nullify the policy of the 
state in regard to the tariff, but they enforce it, and they can actually establish 
protection to home industry by making the rates on foreign products higher than 
on domestic products, and they can admit raw materials for home industries at 
very low rates, so doubly encouraging home industries. 

In one way more, with grand results, Germany has introduced the (iooperative 
and coordinative principle into her railway system. The railways are governed 
by the minister or public works at the top (with a national advisory council), 20 
railway directories, or district superintendencies (with 8 circuit advisory coun- 
cils) , and 6 classes of local officers (operating, machine, traffic, shop, telegraph, and 
building). One of the principal duties of the loc^al-traffic office is to maintain a 
“living union ” between the railway administration and the public. The chiefs 
of these offices are required to get into intimate relations with the people of their 
localities. Each local traffic chief, “ by numerous personal interviews and obser- 
vations, must inform himself concerning the needs of the service in his district, 
investigate and remedy complaints and evils without delay, and take such meas- 
ures as will secure the most efficient service.*’ 

The local advisory councils are composed of representatives from chambers of 
commerce, labor organizations, fanners’ unions, dairy associations, merchants’ 
clubs, etc. ; all sorts of industrial and social combinations are represented in these 
advisory councils, and the law requires the directories to consult these advisory 
bodies. The people, organized, according to their interests, into various forms of 
industrial union (chambers of commerce, labor unions, farmers’ associations, etc.) , 
elect the members of the local advisory councils, and these councils in turn elect 
30 out of the 40 members of the national advisory board, the other 10 members 
being appointed, 3 by the minister of agriculture and forests, 8 by the minister of 
t^e and indus^, 3 by the minister of finance, and 2 by the minister of public 
works, state officials being ineligible. These advisory bodies do actually discuss 
with the greatest force, clearness, and effectiveness all sorts of questions about 
rates and classification and the conduct of the railroads; they make their recom- 
mendations and suggestions, and they are very largely followed. So that in Ger- 
many to-day the railroad system is practically in the hands of the people to 
manage and direct. The roads are actually operated in the interests of the people 
on one of the most democratic and cooperative plans it would be possible to imagine, 
it seems to me. 

Q. You were speaking about cooperative construction in New Zealand, and I 
wi^ to know in that case who owns the facilities and apparatus. Supposing 
^ey were constructing a bridge, who would own the derricks and the hoisting 
engines and all that?— A. The state owns the machinery; but, adding the cost of 
supplying machinery to wages paid for the work, the total cost to the public is 
less in every case than under the middleman contract system, and since the aboli- 
tion of the middleman and the establishment of the cooperative system, 9 years 
agOt^ere has been no unemployed-labor agitation in New Zealand. 
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{Whereupon the commission, at 12.55 p.m., took a recera until S.80 p.m. The 
commission reassembled at 2.87 p.m., Mr. Parsons continumg his testimony as 

*" 1^1 to say that I do not believe personally that we are ready yet for the 
public ownership of railroads in this country. I should have stoted that more 
definitely at the start. I believe we are never surely ready for the public owner- 
ship of anything in a republic until the people as a mass are thoroimhly and 
earnestly awakened to that desire, and so, though I believe we are ready for public 
ownership of the telegraph, the public having expressed a desire for that for the 
past 50 years, I do not believe that public sentiment is sufficiently developed as 
vet to make us ready for public ownei-ship of railroads; but, comparing the two 
systems throughout, I think there is very strong reason to believe that public 
ownership is the best, and will be the ultimate outcome when the people come to 
understand the matter fully. And I believe it is of the utmost importance that 
the people should be informed on the subject, so that they may make an intelli- 
gent decision as to the merits of the two systems. 

SAFETY. 


We come now to the question of safety. Which system is most likely to care for 
the public safety? Such special care for public safety as we have obtained on the 
railroads of this country and on the railroads of Great Britain has been obtained 
chiefly through severe legislation or direct and strenuous legislation, often resisted 
by the railroads. For example, the laws about grade crossings, and about keep- 
ing stoves in passenger cars, and alxuit various .safety coupling arrangements, 
and S(j on, have usually been resisted instead of being cordially adopted. 

I remember a case in regard to the street railways of Philadelphia, when the 
presidents and makers of the roads came to consider the matter of putting on safety 
tenders, and an inventor had a fender that had been tested, and it was found that 
it would act like the fenders now used in Budapest, that will roll a child from 
the track without even bruising it seriously; but when it ivas found that it would 
cost SoO a car to put it on the street cars of Philadelphia, the magnates made a 
little calculation, and found it would be cheaper to keep on paying damages for 
breaking legs and running over children. Afterwards a law was passed requiring 
fenders, and the roads delayed a long time until they were forced to get fenders, 
and then put on the cheapest kind they could get; and the fact is, in Philadelphia 
now, if a man is struck on the leg by one of those fenders, it would probably b© 
as bad or worse than the blunt edge of the car. The fender has an iron edffo 
anywhere from 0 inches to a foot from the ground, and w’ould more certainly 
break him in two than if he was struck by the car itself. 

When I come to the statistics in regard to accidents in various systems, public 
and private, I am not able to make out that the influence of ownership is the 
dominant one. I have here a table w’hich I will incorporate in the testimony , with 
the permission of the commission: 


Table 1\.— Railway accidents. 



Pas.sengers. 

Employees. 


Killed, 

1 in— 

Injured, 

1 in— 

Killed, 

1 In— 

Injured, 

1 in— 


2,267,000 

170,141 

1,700,000 

652,000 

447 

28 


10,700,000 

966 

866 

Anst.rlR-Hiingflry 

8,781,000 

1,660 

200 

Belgium 

10,000,000 

614,000 

1,860 

1,070 

616 

Orpnt, TliHtHin 

9,000,000 

800,000 

46 

Switzerland 

8,826,000 1 

1 710,000 

1,015 

847 

France; 

Public roads - 

1 

12,000,000 1 

4,000,000 

1,175 

890 

Private roads ...... 

5,000,000 i 

1,000,000 

1,000 

820 




The Swiss and Austrian flgure.s are for 18»7: the rest are for 1898. The Austrian figures Include a large 
block of private railways. I have not as yet secured the separate data. The English data as to 
employees are taken from The Engineer, London, January 26,1900; the yearly returns of employee* 
Injured appear to have been, till recently, very imperfect. 

It is made up for the United States, Germany, Austria, Great Britain, and 
France, and it appears that a passenger is about 5 times as likely to be killed in 
the United States as in Germany, and about 10 times as likely to be injured, 
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while a railway employee is more than twice as likely to be killed on our roads 
and 13 times as likely to be injured; but a comparison of the roads in Great 
Britain and Germany affords no such striking contrast. The result is not the 
other way; it is in the same direction, but nowhere near as strong, showing that 
the matter of ownership is not the dominant factor in the statistics of accidents. 
In France on the public railroads there is 1 passenger killed to 12,000,000, and on 
private roads 1 to 5,000,000— the private system being more than twice as danger- 
ous so far as killing passengers is concerned. And 1 passenger is injured in each 
4,000,000 on public roads and 1 in each 1,000,000 on private roads— 4 times as dan- 
gerous on private roads as on public roads in France; and it is also more danger- 
ous for employees on the private roads. 

Q. While you are on that point, state how these data are made up.— A. From 
the r^orts of the French minister of railways. 

Q. In proportion to the population and miles of railroads?— A. No; in propor- 
tion to the number of passengers carried. In Germany 1 passenger in 10,700,000 
is killed, while in the United States it is 1 jjassenger in 2,267,000, and by a still 
later report the ratio is I passenger killed in every 2,189,000 passengers carried, 1 
injured in each 152,000 passengers; 1 employee killed in 420 and 1 injured in each 
27, showing an increased danger in the United States since 1898. 

There is one thing further to be said about France, namely: The private roads 
consist of the great systems, while the public, roads in France are comparatively 
small branch affairs, and that may account for the difference in safety. I am not 
able to come to any satisfactory conclusion about that. 

CAPITALIZATIO.V. 

My next point relates to capitalization, and here there is a tremendous contrast. 
The tendency with the great private monopoly is to build up capitalization year 
after year, and decade after decade, adding together the cost of the original plant 
and the cost of all improvements, reconstructions, etc., until, even with honest 
bookkeeping and without any 8to(^k watering, the capitalization, by simple accu- 
mulation and accretion, comes to bo 2 or 3 times the actual worth of the plant. 

Q. (By Mr. A. L. Harris.) That is the face value, is it, and not the amount 
received by the company?— A. No; I am talking about the actual cost put into 
the road. It accumulates year after year, till it far exceeds the real value or cost 
of duplication of the plant. 

Q. Not the face value of stock and bonds?— A. No. When we come to that, the 
face value of the stock and bonds, there is a great increase beyond the total capi- 
tal cost— beyond all that has been put into the roads— a great expansion through 
the watering of stock and through the inflation of values otherwise than by accu- 
mulation of worn-out construction costs. 

I do not suppose it is necessary to give illustrations, as it is so well known to 
be the tendency of our railroads, telegraph, telephone, and street railways, but 
I might name one of the most conscienceless cases, that of the Boston gas system, 
where some years ago, I think in 1888, the capitalization was less than $4 per 
thousand feet of output. That was about fair. Between $3 and $4 capital per 
thousand is the actual value in large cities, according to the gas experts. Since 
that time the Boston companies, by a complex system of consolidation and increase 
of stock upon consolidations, and leases and contracts, and so on, have gradually 
worked their capitalization up until it is $42 per thousand feet of output, or about 
10 times— more than 10 times— the fair capitalization. 

Take the Metropolitan system of street railways in New York. It appears from 
an estimate made last year, based upon the testimony obtained by one or the legis- 
lative committees of New York as to the cost of making railroads in New York 
City, that the market value of the stocks and bonds of the lines owned by the 
Metropolitan Company was then 28 times the actual value or cost of reproduction 
of the said lines, according to the evidence given. That is another very strong 
case. 

The prevalence of water in the railroad system is so well known that it is not 
necessary to do more than touch ui)on the matter. Vanderbilt set the pace in 
consolidating the 11 roads between Albany and Buffalo and increased the capital- 
ization by nearly $9,000,000 in doing it, then adding 50 per cent to the stock 
capitalization of the Hudson road, of which he was president; then extending his 
control over the Central and adopting the same tactics there he added 80 per cent 
to the New York Central; then he consolidated the two roads, and’ in doing it 
inflated'the Central 27 per cent more and the Hudson 85 per cent; so that in the 4 
years from 1866 to 1870 ne brought the capitalization up from $54,000,000, which 
was a little more than the total cost on the books of the company— about $4,000,000 
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more-^to $103,000,000. The total cost on the books in 1870 was under $70,000 per 

mile, while nnder his capitalization it was $122,000 per nule. 

That example has been followed to a great extent all over the country, so that 
our railroad capitalization is now about half water, or water and wind. The 
fiffures of construction and equipment cost given in Poors Manual from time to 
time indicate that the railroads of the United States are capitalized at about 
double what they could be built and equipped for at the Present time. 

Q. What about the total cmtalization?— A. A little over $60,000 a mile; and 
the actual value, according to Poor’s figures as to the cost of reproduction, would 


be under $30,000 a mile. . a o 

Q In round numbers what is the total capitalization of the railroads?— A. Some- 
thing over $11,000,000,000. , , 1 A XT • 1 r 

Q. (By Mr. Litchman.) Thatis, outside of the bonded debt?— A. No; including 

the bonded debt. . .. . tr 

Q. Also includes the bonds in the capitalization?— A. Yes. 

Q ( By Mr . Phillips. ) Is it fair to include both the bonds and the stock as capital- 
ization?— A. Yes, I think so; for this reason: Take the ordinary manufacturer or 
business man without any monopoly, and it i.s clear that he can not make his 
prices any more than is necessary to pay him a reasonable profit in a competitive 
market on the actual capital value oi cost of reproduction of his plant. He can 
not mortgage his business and issue bonds and pay interest on that out of his 
prices and still expect to make a profit in the way of dividends for himself. If he 
tried it, some business man without any bonds or mortgage, who would be 
satisfied with one profit on the actual investment, would undersell him and drive 
him out of the market. The merchant, farmer, or manufacturer can not make his 
customers pay interest on bonds e(iual to the capital invested and dividends on 
stock equal to the real capital also. H(; has to be satisfied with one profit on the 
actual capital cost of reproduction, and that is right. It places the monopolist 
at a great advantage in reference to the everyday busine^8 man, and esyiecially 
the small peoph% if either the bonds or stock or both together are allowed to go 
beyond the actual value of the jilant and become a charge on the community. 

Q. (By Mr. Clarke. ) Do you think the present cost of reproduction of a plant is a 
fair test of the capitalizatioii?- A. I think so, for the reason that I have just stated. 
It is the test with the manufacturer and the agriculturist. The point I wish to 
bring out, though, is this: Not to blame the railroads especially, although I do not 
think they have acted fairly in the matter, many of them, yet they have acted much 
more fairly than the gas people and street-railway people in many instances; but 
I wish to bring out the total difference of policy under the public systems where 
there is no water or inflation, no policy of building up capital from year to year, 
but exactly the opposite policy of reducing the capitalization from year to year 
by devoting a certain fund to paying it off so that in the course of 20, or 30, or 50 
years the capitalization shall be extinguished, and the railways or other service 
shall be open to the use of the people at rates just high enough to cover the actual 
cost of operation and depreciation. That is the policy which is being definitely 
carried out in Belgium with the railroads, and on the German railways, and the 
railways of Austria-Hungary; and France, even, has made an agreement with 
the railways whereby in the middle of this twentieth century they are to revert to 
the State, as I understand it, free of capital cost. The Swiss Federal (Council, in 
giving their reasons for desiring public railways, made this matter very emphatic; 
they said, “ Wo are surrounded by countries who are aiming to reduce rates to the 
lowest practicable figure. If they do accomplish that in the course of the next 
half century, and we leave our roads to pile up their capital year after year as 
they are doing, we will be at a great disadvantage. Our rates will be so high 
that we can not possibly compete, and we will not get any through traffic, but 
get absolutely nothing kcent the rates from our own people.” That was very 
influential, I am told, in producing the remarkable vote of two to one in favor of 
the nationalization of railroads in Switzerland. 


STOCK GAMBLING. 

Passing from that point, the next one is that railway capitalization, and especi- 
ally the stock part of it under the private-monopoly system, supplies an oppor- 
tunity for the speculation and ffamblinff which goes on in New York and other 
cities, to the gi-eat detriment of our industries and to the detriment also of the 
ideals of our youth. Just so long as our young men feel that there is a chance for 
them to gain wealth by speculation instead of by honest industry, so long will they 
turn to speculation instead of relying on useful work— to just that extent we are 
holding before them a premium to devote themselves to gambling instead of fruit- 
ful labor — putting the premium on activities which are not nearly so beneficial to 
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the public, to say the least, as honest industry is. The public system, on the con- 
ttar^ by wiping out this railway stock, and gas stock, etc.— ^e fluctuating 
secunties on which the gamblers of the stock exchanges rely— causes a marked 
reduction in the speculative and gambling elements in our business life. 

COORDINATION. 

Then, the point of coordination, which I have briefly referred to before, but 
wish to emphasize here in a little different way. In Germany, Belgium, New 
Zealand, and Austria-Hungary, where are the systems I have mainly studied, the 
railway service is coordinated with the telegraph, telephone, and all other public 
services in such a way that each one aids the other to the utmost. For example, 
in the European countries you can telephone your telegram, and in some places 
you can do it, without charge. They regard the telephone as a feeder to the 
telegraph, and they use each one of the systems of transportation to help the 
others. 


ANTAGONISM OP INTEREST. 

Now, this coordination and unity for public service and the public good, which 
is so natural to public enterprise, is directly opposed to the antagonism of interest 
between a small body of owners and the public which characterizes private 
monopoly. From the antagonism of interest between the owners and the public, 
I believe, grows nearly all the evils that we have experienced from private monop- 
oly, and also the great difficulty of enforcing the law in the public interest. It is 
because the owners wish profit, and have the vast power which the great public 
m 9 nopoly gives them to enforce their will, that they are able to make these dis- 
criminating rates between big and little snippers and between the city and the 
country. They can discriminate against a man. a company, a street, a town or 
city, a State or a nation. They can make the fortune of a city or of a man, or 
make or mar the fortunes of an industry. They can niin or build up a city, man, 
or State, and they are prompted to use that great power against the public interest 
because of this antagonism of interest between the small group and the whole. 
That antagonism does not exist to anything like the same extent in any of the 
countries where the railroads and telegraph, and so on, are owned by the State, 
and under the best systems it does not exist at all. 


THE TEST OP MOVEMENT. 

My next point is one that is somewhat novel, but I think I may perhaps make clear 
what is in my mind by calling your attention to the fact that one of the main differ- 
ences, and perhaps the whole difference, between a man and a piece of stone is a 
difference of movement. I suppose there is a certain movement among the parti- 
cles of the stone or it would be down to the zero of total cold— a little heat move- 
ment— but the rock is not able to move itself; it has none of the motions which 
we call life. And those differences which distinguish a man and a rock exist in 
a less degree between one man and another, and between one nation and another. 
Other things being equal, the nation that has the greatest, freest, and most har- 
monious movement of its molecules among themselves is the most advanced 
nation, the farthest removed from inanimate existence. This motion of the mole- 
cules of the nation— its citizens and their possessions— produces what may be 
called social thought, wealth, activity of every kind, and social progress. The 
amount of free, harmonious motion among the molecules of society being one of 
the basic tests of civilization and evolution, it is fair to ask which of the two sys- 
tems under consideration conduces most to such molecular motion. When we 
compare the two systems in respect to this matter of social dynamics we find that 
the public system greatly excels in its facilitation of the molecular movements 
that underlie and create social heat, thought, life, and progress. Take a couple of 
iUustrations. In 1869, the year before Great Britain made the telegraph public, 
there was one telegram to each five persons; in this country at the same time 
there wm one telegram to each three persons. England made her telegraph a 
part of the public post, and now there are two telegrams per capita in England 
and about one in this country. In other words, when both systems were pnvate 
we were neariy twice as far along in the rapid transmission of intelligence as 
£^land, but when she changed to the public system and we kept on with the 
pnvate system she gained on us and passed us, so that her movement of thought 
along the electric wire is double ours. New Zealand and some of the AustraSan 
colonies also have two telegrams per capita where We have but one. 
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Atrain taking railroad movement. In 1888 a comparison was made between 
Glermany and tne United States and it was found that the United States had 
nearly 7 passenger trips per capita to 6.8 in Germany. But in 1890, comparing 
the records, there are just about 10 passenger trips in the United States and just 
about 10 in Germany also; almost exactly alike, though the German figui-e is a 
fraction above ours. So that again in the railroad movement the change to pub- 
lic ownership has enabled Germany to gain greatly \ipon us and even surpass us 
in that movement, in spite of the much greater general actiyitv in the United 
States; industiies which are private in both countres or public in both coiintries, 
like the post, showing very much neater vitality and movement here than in Ger- 
many. It is easy to see why public ownership increases social movement and 
vitality. Take the telegraph— our telegraph system confines itself to tlie better 
districts, and the companies are not to be blamed for doing it at all; it is in the 
nature of a system built for profit that it must confine itself to the profitable routes. 
It does not put lines into the rural districts where lines will not pay; it can not do 
it. The English private companies did the same thing before 1870, but when the 
lines were transferred to the State one of the first things the Government did was 
to extend them very greatly. They more than doubled the facilities, lines, and 
instruments, and the facilities were increased many fold by making every 
post-office and post-box a depository where a telegram could be placed. So the 
difference is inherent in the two systems, without any blame at all being placed 
on the private system that must naturally and necessarily promote first the private 
interests 

Another striking illustration which must not be neglected is what took place in 
Austria-Hungary in 1889, when the zone system was introduced. Rates were 
reduced from 40 per cent to 80 per cent, and the traffic more than doubled in the 
first year— an enormous increase in the wealth-creating and thought-producing, 
sympathy-devel oping, civilization-making activities of the nation. 

As I have already stated , in England, when she took the telepaph and increased 
the facilities and lowered the rates from one-third to one-half, the result was an 
increase in traffic which doubled the number of messages in less than 2 years, and 
doubled the word-miles in 1 year. The term ‘ ‘ word-mile ” corresponds to the “ ton- 
mile ” in freight transportation and the passenger-mile in passenger traffic. One 
word going 1 mile is a word-mile. 

DIFFUSION OP WEALTH. 

Now, I want to speak a moment of the question of wealth diffusion— the effects 
of the two systems in regard to the distribution of wealth. The private system 
tends to the congestion of wealth, and not to the diffusion of it. Our railroads and 
telegraphs are recognized without dispute asbein^ large creators of great fortunes, 
and the railroads, at least, are indisputably largely connected with the growth of 
other gi’eat monopolies which tend to the congestion of wealth. Many of the 
trusts in their inception owe their growth and power to railroad favoritism. The 
beef combine, for example, and the oil tnist, and so on. 

After a trust is once on its legs the removal of railway privileges might not 
break it down in many instances, but so far as the origin of trusts is concerned a 
private railway system is of the utmost importance, and with many trusts and 
combines the railroad system is of great importance to the maintenance of their 
power. 

While I am on that matter of trusts, however, I want to say I am not one of 
those who believe that public ownership or complete control of the railroads 
would abolish the trust evil. I do not believe that taking away the protection of 
the tariff from trusts would do it. Neither am I in favor of destroying the trusts, 
but only of molding them into good forms and directing their energies in proper 
channels. I think that the organization of capital is one of the greatest advances 
of the age, and that trusts, on the whole, represent a movement in the line of prog- 
ress. Each trust is a brotherhood or cooperation on the inside. It gets rid of the 
conflict between the different manufacturers or producers who enter it, but inten- 
sifies the antagonism that is left between that group and other groups and the 
public. 

Now, if we carry the process of trust making a little further— the same process 
of organization of industry and cooperation— if we extend the limits of the ti ust 
idea in some way so that it shall cooperate not only internally but externally, 
we have solved the trust problem, and I think that can be done without seri- 
ous break simply by good laws of taxation and other laws which shall make the 
advantages of organizing capital on the lines of cooperative industry so great 
and the disadvantages of organizing on competitive and antagonistic and anti- 
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imblifi lines so great that capital will voltmtarilv, of its own motion, tend to 
organize alcmg cooperative lines instead of antipublic lines. For example, take 
the ordinary level of taxation on common competitive business as a median level, 
and for antipublic aggregations of capital that refuse to open their books to pub- 
lic inspection, refuse to cooperate or to allow prices and wages to be fixed by a 
board of arbitration or public tribunal— for sucn aggressive combines make the 
taxes higher and higher in proportion to their size and antagonistic spirit. On the 
other hand combinations that would open their books to the public and allow the 
fixing of profits and wages and prices to a greater or less extent, either on a slid- 
ing scale or by a board of arbitration, should have rates of taxation below the 
median level— rates progressively lower in proportion to the size of the combine 
and the degree of public spirit and cooperative method manifested by it. By 
such taxation cooperative organization would be encouraged and ag^essive 
organization repressed. The motive of trust formation is profit. So long as 
profit is linked with aggressive, antipublic organization, capital will flow in that 
direction. If we can sever profit from that sort of organization and attach it to 
cooperative, open-hearted, public-spirited organization, capital will unite in 
cooperative forms. This change in the incidence of profit can be made by well- 
adjusted pro^essive taxes— ag^essive combinations can be taxed so heavily that 
it will mean loss instead of profit, leaving cooperative combination the only form 
of organization from which the promoters ana participants can derive a profit. . 

In some such way as that I think we can solve the trust problem alon^ the line 
of voluntary association instead of along lines of repression, or of public owmer- 
fihip of manufactures. 

Now a word more about the diffusion of wealth. In all these countries, Bel- 
gium, Germany, Austria-Hungary, and so on, the railroads and telegr jiphs and tele- 
phones are instruments of wealth diffusion, not millionaire mills nor pauper fac- 
tories. They do not manufacture great fortunes for individuals and they do not 
force together large populations in the slums of cities. 

The policy of New Zealand is definitely and expressly in favor of wealth diffu- 
sion. Everywhere in New Zealand the people and officials express the intent “ to 
have no millionaires or paupers.” They administer the railroad system and every 
other public system, including the land system, with direct reference to that 
intent— to diffuse wealth— and that is the reason the railroads carry the unem- 
ployed below cost and dve them work in cooperative groups, and help to keep up 
w^es by cuttinc out the profits of great contractors, and so on. 

Tney deal with trusts, as Germany does also, to some extent, by threatening 
that if they do not make fair prices, low rates will be given to small concfems at a 
longer distance, and so bring competitive products to cut down the prices of the 
combinations. They make a direct effort to prevent the accumulation of vast 
power and wealth in the hands of the few. 

DEMOCEACY. 

Now a word as to the attitude of these two systems, public owmership and pri- 
vate monopoly, in regard to democracy. The whole trend of history in our cen- 
tury is toward democracy in political life, and I suppose none of us Americans 
would dispute the wisdom of that tendency. We all believe, I presume, in the 
reasons on which it is founded— to protect the people against injustice, sure to 
result if great power is in the hands of the few— arbitrary, irresponsible power; 
and to develop and educate the people through the activities and responsibilities of 
self-government. These reasons apply just as truly, I think, to industry as they 
do to politics. Arbitrary industrial power in the hands of a few leads to oppres- 
sion just as surely as arbitrary political power. Political justice requires that 
every member of the political group of reasonable age and discretion shall have a 
voice in the political control of the group, and industrial justice requires that 
eveiw member of an industrial OToup of reasonable age and discretion shall have 
a voice in the industrial control, helping to determine the policy of the ^oup and 
. elect its officers. The educational reason also applies with full force to the democ- 
ratization of industry, for quite as much development of mind and character is 
to be attained through sharing the respoflsibilities of industrial government as 
by participating in political government. Moreover, real political democracy is 
hardly possible where you have industrial aristocracy or the concentration of 
industrial power in the hands of the few. If a few men control the great railway 
systems, tmegraphs, and so on, they will necessarily have an enormous control 
not only over industry, but indirectly over political and social affairs; so that per- 
fect and real equality before the law and equal sovereignty or democracy in 

S overnment can hardly be secured unless democracy in industry is joined with 
emocracy in politics. 
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In fact I believe that the underlying cause of the great unrest of our time is 
that we have experienced an enormous prowess in the accumulation and diffusion 
of intelligence, and in the diffusion of political power at the same time with an 
ever intensifying congestion of power and wealth in the industrial field; and the 
two things can not coexist; they are incompatible. Democracy of intelligence 
can not continue side by side with aristocracy and concentration of power in 
industry. 

So it appears to me to be of fundamental importance to consider the attitude 
of the two systems in this relation, and it is of course apparent that the publicly 
owned monopoly is much more in harmony with the principles of democracy 
than the private monopoly. The whole people own the public plant. The 
employees and all the citizens are copartners and coowners. All have a voice in 
the management and all receive a share in the profits and benefits, whereas under 
the private system the power and profits belong to a few. 

If you should run over the list of the directors of the Western Union, or take 
the names of the leading men in the railway systems, you would see how deeply 
true it is that the weat fortunes are clustering about these monopolies, because 
they are produced oy and fostered by these monopolies. 

The very reason men try to get a big monopoly is that it enables them to obtain 
more than a fair remuneration for the services they render, and more than they 
Qould get in an o|)en competitive market, and iust so long as they have private 
monopolies they will be able to get more than a fair remuneration. 

PRIVATE MONOPOLY MEANS SOVEREIGN POWER IN PRIVATE HANDS. 

I would like to make this point as clear and definite as I can. Not only does a 
private monopoly in these great industries antagonize the principles of democracy 
and tend to establish the principles of aristocracy— concentration of power and 
wealth in the hands of the few— but it also involves the exercise of what is truly 
sovereign power by private individuals in private interest. 

John Stuart Mill and other economists are agreed that the charges of monop- 
olies engaged in essential services are really in the nature of taxation; and taxa- 
tion is certainly a sovereign power. Monopoly of a great public utility, like 
transportation, involves the power of levying taxes on the community. I would 
go a little farther and say that the great monopolists are able n(>t merely to tax 
the people, but to tax them without representation and for private purposes; the 
people are not represented in the body that fixes the monopoly taxes, and the 
taxes go into private treasuries. Now, taxation without representation was the 
cause of the devolution; and the insignificance of the taxation then in (luestion, 
compared to the taxation which the masses of the people are suffering at the 
hands of the monopolies now, is very evident. If this taxation, levied by our 
home monopolies, was levied by an outside power across the water, there would 
be a revolution in this country without doubt. But we are estopped from any 
revolution, or any serious objection so long as the laws remain as they are, 
because we have assented to the growth of this system, and we are almost as 
much responsible for it as the raiboads and telegraphs themselves. 

But further, it is not only taxation without representation, but for private pur- 
poses, and please note that no legislature in the civilized world has power to do 
that. That is not merely sovereign power— that is ultra sovereign power— power 
beyond the reach of any accredited sovereign under free institutions, under con- 
stitutional government. 

In the second place, the control of the ebb and flow of commerce in foreign 
goods in competition with domestic products which we call the tariff— the pro- 
tective tariff— is a sovereign power, and, as I have shown, the railroads are able 
to nullify or to make duties of that kind inoperative, usurihng thereby the sov- 
ereign power of regulating international trade and even overruling, in effect, the 
regulations imposed by Confess to govern such trade. 

In the third place, the railroads can make and unmake cities; they can make 
and unmake private fortunes, and even make or mar the fortunes of a whole 
State or section of the country. That, again, appears to be a power that should 
not be lodged anywhere but in a sovereign, and hardly there. I can not con- 
ceive how, under free institutions, that power should exist anywhere. The aim 
should be equalization and not the making or marring of one person, city, or 
State at the expense of another. 

Again, gi’eat monopolies are able to exert a very large control over our govern- 
ments themselves. We are all familiar with the fact that the great railroads, 
particularly in New York, Pennsylvania, and Illinois, caiTy the legislatures in 
their vest pockets; and one of our legal writers, Mr. Lawson, writing on railroad 
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law 8ozae time ago, warned the student of railway decisions not to pay much 
attention to what the supreme court of Pennsylvania said on railroad matters, 
because, so far as he could make out, the Pennsylvania Railroad ran the supreme 
' court in Pennsylvania about as successfully as they did their own^ trains. There 
is some good ground for such statements as that. • 

Vanderbilt used practically to own and control the New York legislature until 
Fisk and Gould came on the carpet, and then it was a question which of the two 
great railroad interests should get its bills through and carry its points in court 
and legislature; but until there is a fight between great monopolists the legisla- 
ture usually yields to the persuasions of any great monopoly. 

Even in Massachusetts, where we are supposed to have a pretty good state of 
affairs, we find it practically impossible to do anything effective in the legislature * 
against the railroads, or the street railways, or the great gas and electric light 
interests. When we did succeed, after several years’ effort, in getting a gas and 
electric light law permitting the cities to establish municipal plants, the monopo- 
lists succeeded in putting in a clause which nearly nullified the benefit of the 
law by making the conditions so severe that towns and cities have found 
it very difficult to take advantage of it. The law establishing the State board of 
gas and electric light commissioners was drawn by the attorney of the gas 
monopoly— drawn to protect the companies and put the public to sleep, while 
giving it little real benefit. And when a commission was sent by the legislature 
all over the country to study public gas plants and electric-light plants, they 
took the attorney of the gas and electric light companies along, and in one 
instance, at least, it was shown that the gas attorney wrote the report, and of 
course the report did not say anything very favorable to public ownership. The 
superintendents of two or three places wrote letters objecting and saying they 
had been totally misrepresented; and the superintendent of the gasworks in 
Richmond wrote that the report contained positive lying and totally misrepre- 
sented the facts. 

Governor Pingree said, after his ei^rience as mayor of Detroit, that the street 
railways owned the council body and soul. They would pay $8,000 for a member 
and even tried to buy the mayor himself, offered him $75,000 to sign a bill, and 
another time the monopolies offered him a trip around the world ir he would do 
something they wantecf him to. In city after city and State after State we have 
the testimony that these great monopolies are exerting their influence to control 
the government. 

In all these ways therefore the private monopolies involve the exercise of sov- 
ereign power, and in some cases even ultra sovereign power, and such power 
ought not to be intrusted to private hands. Only the people have a right to own 
the great monopolies, for only the people have a right to sovereign power. 

JUSTICE, GOOD GOVERNMENT, AND OBEDIENCE TO LAW. 

Public ownership tends to justice by eliminating personal discrimination in 
rates, by making fairer rates to develop the country in every way, and by treat- 
ing the employees in a more just and humane manner as a rule. The tendency 
is to increase wages and shorten hours. The aim and purpose is more likely to be 
in the direction of justice than where personal interests dominate the policy of 
the system. 

As to good government: In the first place, so far as the pressure upon legisla- 
tive government is concerned, the removal of the great private monopolies would 
dearly abolish one of the principal causes of our present difficulties with legisla- 
tive bodies; but when we come to the administrative side of the government we 
are met by the difficulty of an increase of patronage, which undoubtedly is a 
very great and serious danger, and which makes me feel that we are not yet 
reaay for public ownership of railroads in this country, because that difficulty 
conla onlV'be overcome, I believe, through a state of public sentiment so earnest 
and so intelligent as to secure a complete enforcement of thorough civil-service 
rules. 

This difficulty has been overcome in the republic of New Zealand, and to a 
large extent it has been overcome in the republics of Australia with the railroad, 
telegraph, and telephone systems. There is still some difficulty with it in Aus- 
trciffia, and there is still necessity in New Zealand for careful watch, although 
they have very thorough civil-service rules, and they are well lived up to. 

In Germany there has not been nearly so much trouble on this account, because 
they adopted a thorough civil-service system at the time they put the railroads 
into pUDuo hands, and the power of tne Government has been such that the 
system has been excellently carried out. 
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In the Engli^ telemph and post and other public services we have perhaps 
the very best example, or one or the best, of the thorough enforcement of good 
civil-service regulations, so that a change of party in Great Britain involves no 
change except that of forty-odd heads of departments who control the political 
policy of the Government, and there is no change of employees or subordinate 
officials whatever. 

We have in this country in the post-office some civil-service rules in force to a 
certain very limited, and, I think, seriously defective, extent; and I am sorry to 
say there is a tendency just now toward retrogression. Nevertheless, it is simply 
a difficulty in the administration, which a thorough organization can overcome 
as has been proved by experience in other lands. 

England is quite as democratic, on the whole, as America, in spite of the fig- 
urehead of the Crown. New Zealand is certainly fully as democratic as America, 
and they have solved this problem. We ought to be able to solve it also, and I 
think we can solve it at any time the people are aroused sufficiently to demand it. 

Moreover, the transfer of great interests to public ownership in a community 
of reasonable civic interest and enlightenment creates one of the strongest influ- 
ences tending to secure thorough civil-service regulations, because it makes the 
necessity and importance of such regulations so much greater that, if the people 
have any intelligence and civic patrioti.sin at all, they will require honest and 
careful administration, and the wider and more important the public business is 
the more likely a really intelligent people is to demand good civil service. 

It is a question of the degree of civilization of the people. If they are in the 
state of civilization that New York City is at the present time, largo monopolies 
in the hands of the public are not proper, for the city has not yet shown itself 
capable of rising to the occasion. I hope and believe they will in the near future. 

In England—take Glasgow and Birmingham— the increase of public ownership 
of gi’eat monopolies proved to be one of the most powerful forces moving toward 
the political purification of those cities, be(;ause the people were in a condition 
where the vast increase of interests awakened their civic patriotism to new effort. 
They said, “ Look here, the business in the hands of public servants is getting so 
tremendously important it will not do to let this thing be run by a ring. We 
must see that it is run honestly and fairly, and we must rouse our.selves and go to 
the polls and vote for honest men.” And they have done it, and it has purified 
those governments. Tlie mayor of Birmingham some years ago wrote an article 
in one of our leading reviews in which he attributed a large part of the political 
development and purification of Birmingham to the increase of public ownership 
in that city. 

PUBLIC OWNERSHIP OF THE OOVERNMENT ESSENTIAL TO REAL PUBLIC OWNER- 
SHIP OF OTHER PUBLIC UTILITIES. 

Q. (By Mr. A. L. Harris.) Should public ownership of public utilities become 
universal and controlled by the civil service, as you have just described, would 
not that build up an office class that would cause a great deal of unrest?— A. May 
I say just a word more about this other matter, and then deal with that. I want 
to add on the patronage point that, while we are considering this subject of the 

S olitical aspects of public ownership, it seems to me very essential to note the 
ifference between public ownership and Goveniment ownership. The two are 
not the same, are not identical. For example, Russia has Government ownership 
of railroads, but she has no real jiublic ownership, although the railroads are 
largely administered in the public interest. She has no real public ownership, 
because the people or the public does not own the Government. If the Govern- 
ment is a private monopoly, everything in the hands of the Government is a private 
monopoly. Philadelphia, they sometimes say, used to have public ownership and 
operation of the gas works, but from my studies of Pbilaaelphia I do not think 
tnere was really public ownership of ^as works there in any true sense, because 
the people did not own the councils; private monopolies owned the councils and 
not the people, as shown by the fact tnat councils refused to submit the question 
of leasing the works to a referendum. Mass meetings were held, and there were 
tremendous protests through the press. I think every paper in the city appealed 
to councils to submit the lease to the people to see whether they would vote for it 
or not, and the councils would not even do that. They would not allow the lease 
to go to the people on referendum. 

Now, in the light of this distinction between public ownership and Government 
ownership, the argument 1 have been making about public ownership— while it 
applies in a certain degree to Government ownership, in proportion as Government 
ownership is real public ownership and not private^oes not apply to the system 
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of Gfovonunent ownership where the Oovemment itself is really a prfvate monopoly 
lathe hands of a politiou ring or machine, so that the mst and alwlntely essen* 
tial point to keep m view in considering public ownership is that the peopm must 
have public ownershiip of the Government, must own their councils and their 
legislatures, before they can hope to make a success of the public ownership of 
industrial monopolies. The Government iiself is a monopoly and a public utility , 
and the doctrine of the public ownership of monopolies and public ownership of 
public utilities includes as its most important element the public ownership of the 
Govermnent. Now, complete public ownership of the Government involves civil- 
service reform, and I think it involves also a system of direct nominations and 
direct legislation, so that the people can at all times control their representatives 
and their administrative officers; so that if they do what the people do not want, 
the people can call them down (just as we can stop our agent or architect if he 
attempts to act in our Imsim'ss in a way we do not approve) , or if the representa- 
tives refuse to do what the people desire, the people can instruct or compel them 
to do as they wish, or enact the popular will into law at the polls in spite of coun- 
cils and legislatures. That is a fundamental element in the philosophy of public 
ownership, the key to the whole situation. 

AN OFFICK CLASS. 

Now, your question was in regard to the building up of a great office class. I 
think that is a serious difficulty. At the same time, if this matter I have just 
been speaking of is duly regarded, there is nothing alarming about an office class. 
Those public servants under a fair system of civil service would be as free as the 
present servants of the great monopolists, and I think freer. They could vote as 
they chose. In fact, take the carriers in the post-office now. They do not vote 
all one way by any means. They are Democrats, Republicans, and Populists, 
Prohibitionists, Social Democrats, Union party men, and nonpartisans, and they 
are not discharged because of tlieir political affiliations. Public employees are 
freer now as a rule than the employees of private corporations: and when the 
people really become aroused to the need for good civil service, public employees 
will be perfectly fre(^ to vote as they please. So long as they do their work well 
they will be sure of their place.s no matter what their politics may be, which is 
more than can be said of the enmloyees of our private monopolies. Now Zealand 
is our best example, perhaps. The English telegraph is very good; but the New 
Zealand railwavs and tele^^ajihs and telephones treat their employees in such a 
way that they feel— -the universal testimony is that they feel absolutely free, not 
merely to vote as they please, but to criticise their own Government. Every 
railway officer and employee has a vote in electing tlie app(‘al board or arbitra- 
tion court that settles all questions between employc'es and tlie Government. It 
is a bit of real industrial democracy. Any employee who is dischargtid can appeal 
to the judicial tribunal to decide upon the justness of the dismissal, or if he is 
degraded, or his wages are c,hanged, or if he is not treated rightly in any way, he 
can appeal to the board to determine the justice of the case. It is a court in full 
power, and the employees have far more liberty, both industrially and politically, 
than they have unaer our system of private monopoly. There is little or no tend- 
ency, so far as I am able to ascertain, either in tlie English telegraph or in the 
German public systems to exert even the slightest control over the politics or , 
religion of employees. In New Zealand there is absolutely none. 

Q. (By Mr. Litchman.) Do you take into consideration in that analysis the 
contrast between the conditions in a new country like New Zealand and the con- 
ditions in our own country? — A. Yes; I admit that it would be more difficult in 
this country to organize and carry on a thoroughly good system, both because of 
its size and because it has got to running in ruts that are not in the right direc- 
tion. But the problem can bo solved on the same lines here as elsewhere. 
America is used to larger affairs than other countries, and her strenjirth is greater 
than theirs,'^a8 well as her difficulties. Moreover, the size of our railway systems 
multiplies and intensifies the evils of private monopoly in transportation, magni- 
fying the need of public ownership in even greater proportion tnan the difficulty 
of it. Everything is on a large scale— system, strength, need, difficulty. 

Q. Now, doesnT that reach the point where you can consider the question 
which I asked this morning, that perhaps the greater extent of mileage and conse- 
quently vaster extent of the problem itself in America .—A. (Interrupting). 

Would make it more difficult ? 

Q. Would tend to approach a question of impossibility?— A. No, I think not. 
The difficulties resulting from size do not realljr affect the question of public 
ownership as compared with private ownership in the same country, for those 
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difficulties araly to private roade as well as public. Bi any riven country, what- 
ever its size, If Mrt of the people can own and operate a r^way system, surely 
the whole people should be able to accomplish as much as a ^rt of the people 
can. It woula be a colossal undertaking, if we contemplated the taking of ttie 
railroad system, telegraph and telephone, etc., all at one gulp; it would be almost 
like a man trying to eat a dinner at one mouthful, but under any fairly arranged 
system of transfer, such as that organized in Prussia, for example, we would take 
one neat line at a time, and organize that thoroughly on the basis of the present 
employees and officers, superintendents, managers, etc., as agents, to operate for 
a big Dody of stockholders, the whole people, instead of operating as at present 
for a small body of stockholders. That is the only difference so far as the opera- 
tion is concerned. Now, then, if the big body of stockholders, the people, get 
sense enough— it is only a question of intelligence— get sense enough to make 
proper by-laws and regulations so that these agents will run the thing under 
reasonable conditions, I think they can run the system for the big body of stock- 
holders just as intelligently and just as honestly as for a little body of stock- 
holders— more honestly probable, for they would not be under the same tempta- 
tion to make private concessions, rebates, etc, , as they are now. Then, of course, 
there must bo good civil service rules prevent dismissals without cause; you 
would have to have that at the start. Then, after some experience with the one 
system, we can do as Prussia did, take others gradually, and we can give fair 
prices for the roads, I think, in the same way that Prussia did. Wo can say to 
the railroads, “estimate what you ought to have for your road, and if it is fair we 
will pay it, but we wani you to be fair, otherwise wo will apply to you the prin- 
ciple of competition, which yon admire so much, until you are ready to do what 
is fair.” In that way Prussia bought her railroads for very reasonable value, 
fair to the owners and fair to the people. We could do something like that, 
although perhaps we could not get entirely satisfactory terms without a pre- 
liminary process of legislation to squeeze out some of the water in our railroad 
capital. 

Q. How many railroad hands are there estimated to be in the United States?— 
A. Oh, I think something like 800,000 or over. 

(^. Suppo.se that 800,000 people were under one party’s control or management, 
which would naturally be the case with the appointments under whatever party 
was in power, how would you eliminate the sectional question which Mr. Kennedy 
asked you about this morning— preferences of section rates, or whatever may be 
given one section of the country against another?— A. I would deal with it in the 
same way that Germany has dealt with it— advisory councils and a national coun- 
cil representing and ec]^ualizing the pre.Hsure of interests from all sections. You 
can’t get rid of the sectional question entirely, but you can go a longways toward 
it by such a sy.stem. In the first place, I do not admit that the 800,000 employees 
would be under the political control of the party in power. I have clearly stated 
that civil-service rules controlling appointments , promotions, etc. , on the merit 
system must be a part of any true system of public railways. Every appointment 
must be by merit or competitive test, anu every employee dischaiged mus^ have 
an appeal to an impartial tribunal to try his case. No appointments except for 
merit, and no discharges except for cause, and a public sentiment back of the law 
that will see it enforced. That is why I emphasize the necessity of strong public 
sentiment. Coming back to the sectional question, local directories and local 
advisory boards, representing the various interests of the locality, and sending 
their representatives to the national council would balance and harmonize sec- 
tional interests far better and deal with them far more justly in every way than 
they are dealt with by private railways. In that way, in Germany, through the 
discussions of these representative bodies, the counterbalancing influences of these 
representatives from different parts of the country, the railroad system is kept 
practically just and reasonable. 

Q. Do you think that system of advisory boards would apply to a road 8,000 
miles long?— A. Yes; or a hundred thousand. 

Q. With the diversity of interests in different pl^es?— A. No trouble about 
that; the local representative board expresses what its local interests require, and 
then it sends its representative to the national council, where State and sectional 
interests would reach a reasonable adjustment, as they do in Congress now, an 
adjustment in the light of publicity and after full discussion and investigation, 
instead of adjustment by the arbitrary will of a few railroad men, who decide in 
reference to their own private profit and not according to the interests of the sec- 
tion involved or of the country as a whole. 

Q. W ould not this system or civil service, as outlined by you, necessarily involve 
a system of pensioning?— A. Of old age pensioning? 
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Q. Ye8.--A. Yes. I thoroughly believe in that. Old age insurance is a bettenr 
name for it. 

Q. Are you not doing exactly what Governor Harris asked about-establishing 
an aristocracy of officeholders?— A. I believe in pensioning or insuring all enmloyees 
in the country, not only on railroads. A man who has worked honestly ana indus- 
triously during his years of health and power is entitled to a reasonable sustenance 
in his old age. I see no aristocracy about giving old people the means of com- 
fortable existence any more than it is creating an aristocracy to give little babies 
a comfortable subsistence. 

Q. Is not this whole question of yours a direct creation of a special class of 
specially favored employees?— A. No, 1 think not, unless just treatment can bo 
called favor. Public employees are more justly treated as a rule than the 
employees of private corporations, but they get no more than is fairly due to 
labor. Put even if wo wai ve the objection to the misleading element in the phrase 
and call them a “favored class,” the difference is only temporary. They have 
come up nearer to the level on which all emidoyees belong, and the rest will follow. 
Railroad employees will not be any more favored than other employees, provided 
the progress in otluT branches of industry keeps pace with tlie progress in the 
railroad system. W(i ought to have public ownership of other monopolies, and 
cooperative industry in other businesses that are not monoi)olistic, and if the 
progress in these other branches k(‘eps i)ac,e as it ought to with the development 
of the railroad system, there would be no privileged class at all. At present 1 
supposes the carriers, th(< regular employees of the i)ost-officc, art in one sense 
privileged, but that is inseparable from the fact that our civilization does not 
develop all at once all along the liiu\ and I did not suppose it was an objection to 
the public post that it treated its employees better than street railway employees 
are treated, or the workers in our coal mines, or telegraph offices, or sweat 
shops. I supposed it was one of the strongest arguments in favor ol’ public own- 
ership, that it tends to the elijvation of labor, better wages, shorter hours, sick 
relief, old age pensions, etc. If the creation of this sort of favor is a valid objection 
to public ownership, the objection applies to tlie post-office, fire service, police 
departments of our cities, and State and imini(upal employment in gimeral. 

Q. (Bv Mr. A. L.Hauuis.) Would there not be danger of this large anny of 
officials banding together and demanding of legislators legislation especially in 
their favor?— A. Supi)ose we take yoo.ObU people. There are over 1 8.000, 000 voters 
in the country, 10,000,000 or 1 7,000,000 that exercise their right. Now, can 800,000 
people have their way against the majority of the people?~If that 800,000 peo- 
ple wished to accomplish anything that the re.st of the people did not want them 
to accomplish they could not do it. The 800,000 railroa(l employees, even if a 
solid unit, could not win against a majority of the people— 8.000,000 or 10,000,000 
of voters. If they did win, it would bo because they had a majority, and if they 
had a majority with them they ought to win. 

Q. (By Mr. Litchman.) Could they not accomplish it if the people were not 
willing but they were not so well organized?— A. That is simply a question of 
intelligence. It is not likely the railroad employees would have all the brains. 
Until the people are intelligent enough to unite to carry out their pur].x)8e8 wo 
do not want 

Q. (Interrupting.) Do we not reach that result in the very examples you have 
^ven, where they do not have 800,000 people, yet they do manage?— A. They do 
it through the immense control of vast propci ty and wealth. They have enor- 
mous private profits of their own to spend. How could that be applied to public 
ownership? You have no such power as that, and under civil-service rules there 
would be no offices to give. The English telegraph does not enable any officers 
or band of officers to control anything t,o siieak of. 

(^. It seems to me that you do not make clear the application of the theory 
which you recently had apparently clear as applied to a small undeveloped country , 
or to a highly developed country that is also small— you do not make that theory 
clear when applied to a vast exte* t of territory like our own, with its great diver- 
sity of industries and great diversity of thought and application.— A. Yes; but if 
it 18 a fact that the public system is a thorough success in New Zealand, under 
democratic organization, that the people are intelligent and wide-awake enough 
to look out for it there, then it is simply a question of solving the same sort of a 
problem under slightly more difficult circumstances on the same priciples, on the 
same lines exactly— a little bigger problem. The same elements, the same 
principles, publicity, watchfulness, balancing of interests— if the people of each 
State watch the railroads as New Zealand does, then the business in tnat locality 
will go all right, and the representatives of the local organizations will adjust the 
interstate interests in the National Council. 
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Q. (By Mr. Tompkins,) Did you ever consider the proposition of having the 
public own the roadbeds and the corporations or individuals do the transporta- 
tion business in competition, the same as is done by boats on rivers? It is the 
roadbed that is the monopoly.— A. Yes, I have considered that a little; but it does 
not appeal to me because it does not eliminate the element of antagonism of interest 
which I think lies at the bottom of the whole thing, and I do not believe either in 
the possibility of running the railroads on the principle of competition with good 
results. Competition means the building up of great cities, and of private individ- 
uals, and the system ot discrimination would bo kept up if private parties owned 
the business, no matter who owned the roadbed; and I do not believe we could 
solve tlie problem in that way in its most vital elements. Moreover, the practical 
difficulties of the sort of compt^tition you speak of have been found to be insuper- 
able. That was the theory of railway service in the early days, but it was found to 
be impracticable. Two lines ot boats can pass each other on the river, but two 
companies can not operate trains on tin? same tracks; so that if two companies are 
to operate between New York and Washington, each company must have its 
tracks, and that causes a wasteful duplication, breaks up the business, weakens 
each company, and neither service is as good as it ought to be, and finally the two 
companies get tired of fighting and combine, and you lose even competitive rates 
and have to pay dividends on a double capitalization. 

MEANING OF MONOPOLY. 

0. (By Mr. Parquhaii.) You have used very frequently the word “monopoly,’’ 
and I think it would be fair to this (uunmission and to your whole address to have 
an exact definition’^— A. 1 defined it exactly this morning. 

Q. Let us have it again.— A. I define monopoly as any advantage which tends 
to shut out com])etition. whether it be a franchise, railroad rebate, or other privi- 
lege— a vast combiiKition of wealth, the ownership of land, mines, or whatever it 
may be— any advantage that tends to shut out comi)etition. 

Q. Then all your plea is for public ownership of monopoly. Or, otherwise, 
it is socializ('(l public service.— A. I should not (jonfine my plea for public owner- 
shi]) to monopoly, T think there are cases like public schools and libraries, and fire 
dc])artments. and .so on. where there is no monopoly necessarily, where still the 
advantages of sinqdiflcnition. and the depth of public interest in the service, and 
the importance of entir(» diffusicni, bringing tin* service within reach of the poor 
as well as the rich, and other considerations are so vital that public ownership is 
a necessity, \rithout regard to the elenn'iit of monoiioly. 

Q. Can you nann; a railroad in this country that isaiuonopoly?— A. Yes; every 
railroad is a monopoly. Every railroad has advantages in regard to its local 
traffic which tends to shut out competition in regard to that traffic;. 

Q. How is it with other industries— the carpet trade, the c.otton trade, the iron 
trade? Where is youi line of (li.stinction on monopoly coming in there?— A. The 
same as before. If a concern has a grip on the market that tends to shut out 
(;ompetition, it is to that extent a monojioly. 

Q. But you said, competition being (‘liminated it became a monopoly.— A. No; 
I said this: any advantage which tench to shut out competition, if it only shuts 
out a little competition, if it shuts it out partly. There is some competition in 
every monopoly. A gas plant has to compete with the electric-light plant, or with 
petroleum. M< )nopolies, as we ordinarily use the word, are businesses which have 
great advantages which tend to shut out competition; whereas a man who is 
manufacturing shoes, for example, in the ordinary way, has no monopoly— any- 
body with a little capital can go into shoe manufacturing and manufacture on 
equal terms with such a concern. 

Q. But your own advocacy here of municipal ownership. State ownership, 
national ownership, governmental ownership, creates the greatest monopolies in 
the country, standing by your own definition.— A. Exactly; but I have no fault 
to find with puhh’c monopoly; the evil lies, notin public monopoly, but in private 
monopoly, that monopoly which is used' for private interest instead of public 
interest. 

9. (By Mr. Litchman.) The fault is not with monopoly, but private owner- 
ship of monopoly?— A. Exactly. 

SCOPE OF PUBLIC OWNERSHIP. 

Q. Will you suggest what lines of industry you would monopolize under public 
control, or control in the public interest?— A. I think that is to be decided step 
by step, going as fast as experience and the sentiment of the people and the evils 
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of »6at monopolies justify. Take tirst those monopolies which the people see 
ou^t to be taken, and make experiments step by step. 

Q. Have you not in some measure thought that out far enough to give an 
expression?-— A. I believe in the public ownership of the great monopolies, fran- 
chises, public utilities, natural monopolies, monopolies of essential services. 

Q. Transportation and transmission of intelhgence; you include those?— A. 
Yes; and gas and electric-light works. 

Q. How about, for instance, fuel?— A. Well, as far as the commerce in fuel is 
concerned, I think that the principle of forcing organization of capital into the 
channels of voluntary cooperation will work, and 1 am in favor of trying to get 
capital and labor to organize in voluntary fonns of cooperation. I think they 
have all got to come to cooperation, but I am in favor of trying to get it so far as 
possible through the channel of federation of voluntary cooperative groups. 

Q. How would you apply that in a case like anthracite coal, for instance, where 
the entire body of coal is already in the control and ownership of capital?— A. The 
coal industry at its source in the mines is a natural monopoly of the first impor- 
tance, and I sj^ public ownership of coal mines. 

Q. (By Mr. Faj^quhar.) Suppose that you take over the street railroad plants 
ana bring them into municipal ownership, say, costing 8,000,000, how are you 
going to provide for that amount of money being taken off the tax list?— A. l^o- 
vide for taxes out of the eaniings of the road. I would not take the roads off the 
tax lists. 

Q. Going to make the road earn taxes?— A. Just as it does now. I should not 
m^e any change in regard to that. 

O. How will you manage in the case of telephones, where you have probably 
5,000 people using telephones in a city where there are 300,000 people, and families 
and hundreds of people who never use it at all shall have to pay for it under the 
municipal systemr— A. I should not advocate their paying for it any more than 
they are paying for it now. 

Q. Individuals pay for it now?— A. Exactly, and let the individuals pay for it 
then. 

Q. You mean then the city should go into the telephone business?— A. Cer- 
tainly, but the ones who use the telephone would pay for it, though it would not 
cost them as much as they pay now. 

Q. So then make the political organization the owner of it, and charge rates 
accordingly: instead of individual or corporation ownership, you want the city 
to be a corporation?- A, In the case of the telephone I believe that either coopera- 
tive ownership or public ownership is perfectly practical, and if the city or town 
will organize an exchange it can be managed in the same way that public 
exchanges are managed in many European cities. The city or town may charge 
an entrance fee to help cover the first cost, and then a reasonable rent per year, 
which runs from a half to a third of what private companies charge in very 
many instances, and the system will still pay taxes on its own cost and interest. 
They can do it without charmng any entrance fee. if they want to, by raising the 
construction money on bonds and paying off the bonds out of earnings. No 
damage wUl be done to anyone who does not want telephone service, but experi- 
ence shows that when the rates are reduced, as they can be under public operation 
and ownership, to a reasonable figure, that a very great proportion of the people 
use the telephony a far greater proportion than under the private system where 
rates are high. That is one of the greate.st advantages of the public system. 

Q. Practically, do you think your theories would work well, exempt with a thing 
of universal use in a community, like water?- A. Well, yes. There are two 
replies I should like to make to that. One is that the service, which does not seem 
universal now, often has that appearance, because it is under private ownership, 
and the rates are so high that the common people can not afford it. That is the 
case with the telephone service. The telepiione service in European towns and 
in some of our own, where cooperative systems are operated, is practically a uni- 
versal service— that is, it is used so largely by the people that it becomes a real 
public utility. The reason that the telephone is not a public utility in many of 
our towns is that the rates of the private companies are so high that they are 
practically prohibited to the masses of the people. 

Q. (By Mr. Litchman.) The theory is that tnere are a CTeat many more letters 
sent at 2-cent poirtage than when it was at 25 cents?— A. Yes. 

Q. And if there was public ownership in the transmission of intelligence by 
wire as there is now by post the cheaper service would produce larger use of it?— 
A. I think so. I think in its nature tne communication of intelligence is a public 
utility, and that it would become practically universal if properly managed. 
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Q. I8 not the success of your theory dependent—I would not say exclusively, 
but very largely— upon universal intelligence?— A. Certainly; I would state this: 
I do not believe that democracy in government is practical, except in a high state 
of civilization. I do not believe that democracy in industry is practical until a 
slightly higher civilization is reached; but I believe that that higher degree of 
intelligence has already been reached by our people to a large extent, and that 
they will attain the full intelligence which will make complete democracy in 
industry practical just as surely as the high degree of intelligence has been reached 
which makes political democracy practical. 

EFFECT ON CHARACTER, HARMONY, CIVILIZATION. 

I guess I will merely state these points in outline. I believe that the public 
system favors the development of high character and intelligence among the peo- 
ple to a greater extent than the private system, and thereby every step toward 
public ownership through these effects, and by eliminating conflict and mastery 
between man and man, developing sympathy, and giving Tabor fuller opportuni- 
ties for education and development, tends to secure the very conditions of a further 
rational and practical advance into the field of public ownership, so the advance 
of public ownership is the cure of the conditions which make public ownership 
difficult. It is its own road builder, step by step. It does not come all at once; 
it is a growth like the life of a youth, each year preparing him for the fuller and 
more arduous life of the years to come. 

Under the public system, therefore, summing up the points I have tried to make, 
civilization, as a whole, appears to mo to be favored as to mobility, as to moral 
development, as to political purification, as to treatment of employees, as to coor- 
dination of industry, as to application of the cooperative principle, as to justice 
in the administration and mamng of rates, as to aim and the wnole tendency of 
the system toward a public instead of a private purpose, every test of civilization 
points to a system of public operation or public utilities as the ideal. 

As a consequence of such a system our science of society will become a unified 
whole instead of a severed system, as it is now. The old political economy is like 
the old astronomy. The old astronomy thought the world was stationary at the 
center of the universe, and looked at the stars and sun as things going round the 
earth; and the old political economy thought that material wealtn was the center 
of all things human. The new astronomy knows that the earth is not the center, 
and stands off and looks at the world and gets its true relation to the sun and the 
stars and the moon; and the new economy knows that material wealth is not the 
real center of human life; it stands off and looks at it and gets its true relations 
to mind, soul, affections, government, ideals, and human development. The 
importance of this is apparent when wo note that if your government says, 
“ Democracy, power in the people,” and your industry says, “ Aristocracy, pluto- 
cracy, power in the few;” if your jurisprudence says “ Justice,” and your econ- 
omy says, “ Get rich;” if your ethics and your religion say, “ Love, service, devo- 
tion,” and your economy says. “Self-interest, conquest, mastery,” there is civil 
war in your social science; and we can not have a unified, consistent body of 
thought and principles until we get rid of these contradictions, and coordinate 
our political economy, our government, and our jurisprudence with ethics, and 
make them all one harmonious system under the law or love and service. 

(The commission took a recess till 10.45 a. m., January D, 1901, at which time 
Mr. Parsons continued his testimony, as follows:) 

THE GROWTH OF PUBLIC OWNERSHIP. 

The Witness. The next point in order in my thought is the growth of public 
ownership and the development of sentiment in favor of it. I have already spoken 
to some extent of the development of public ownership of railways and of the 
fact that the two systems were tried in Belgium and Prussia, and Austria- 
Hungaiv, side by side, with results favorable to the public railways. I did not 
speak of the experience of Australasia. There they started with private systems, 
as they did also in Prussia, and they had the same experiencethat private systems 
were unsatisfactory, and have changed now in all the colonies of Australia and 
in New Zealand, so that almost the whole system is under public management. 
The South African Republics have State railroads, the Orange Free State taking 
the roads over in 1897. Cape Colony owns 2,000 out of 2,860 miles, and Natal 
owns all. So we find under all sorts of government— monarchical, constitutional, 
republican, or democratic to the last deCTee, as in New Zealand— this same ten- 
dency of the railroad system to be absorbed by the Government. 
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When we come to the telegraph and telephone the same thing is apparent. 
England tried the private telegrajih system for over a (quarter of a century, and 
after investigating r ullv the systems of public telegraph m other countries, decided 
to make her system public, and has tried that for 80 years with ^eat success and 
with acknowledged su^riority to the funner private plan in the same country. 
With the telephone the French Government tried private concessions first, and find- 
ing the private operation unsatisfactory, took the telephones over and made them 
a public institution. England has followed the same path, making the telephone 
private first, and now it has taken over the trunk lines and is proceeding to absorb 
the exchanges. In Australasia— in some of the colonies— the first telephones were 
private, as in Victoria, and again the private system proved unsatisfactory , and 
the government decided to make the service public. Those are just a few illus- 
trations from many. 

If we look at waterworks and electric-light plants in our own country we find 
the movement very strong in the direction of public ownership. The number of 
public eiectric-light plants in the United States has risen from 1 in 1880 to about 
400 now, while public water systems have increased from 1 in 16 in 1800 to 1 ,690 
in 3,179 in 1896, or fr<un about 6 per cent to about 33 per cent of the total. Of 
the 60 largest cities in the United States, 21 originally built and now own their 
waterworks, 20 have changed from private to public ownership, only 9 being now 
dependent on private companies for their supplies, and several of the 9 are con- 
sidering a change to the public system. Fifty years ago the idea of public own- 
ership of waterworks was vigorously combated and objections urged very similar 
to those now raised against public ovTiership of street railways and railroads. 
But in Massachusetts now 75 per cent of the waterworks are public; in Illinois, 
78 per cent; Michigan, 81 per cent; Iowa, 82 per cent: Minnesota, 87 per cent; 
Nebraska, 88 per cent, etc., and public water supply is quite universally recog- 
nized to be the proper thing. Another half century will probably see as great 
a change in sentiment and practice in the field of transportation. 

The street railway movement in Great Britain is one of the most interesting 
examples. In 1882 there was only t municipality— Huddersfield, From 1893 to 
1896 4 municipalities took over street railway systems— tramways, as they call 
them— and from 1896 to 1898 11 municipalities, including Liverpool and 1 line in 
London, came under public management, and now there are 30 cities in Great 
Britain owning and operating their tramways. The movement is still very strong , 
and as fast as the concessions to private companies expire the municipalities are 
making arrangements to take o\ er the lines, so great has been the success and 
benefit of public ownership, as proved by actual experience where the two sys- 
tems have been run side by side in the same country. It is because of the supe- 
riority of the public system, proved by such experience, that this movement has 
grown with such vigor as I nave mentioned. There appears to he, in fact, an 
irresistible sweep of events toward public ownership of municipal monopolies 
especially. And when we turn to the matter of public sentiment, which 1 will 
not dwell upon, but simply call brief attention to, the movement of thought is 
even more remarkable than the movement of events, promising for the future a 
continuance in a still more emphatic degree of the change to the public system. 
I have here a circular, which gives a list of members of the National League for 
Promoting the Public Ownership of Monopolies,' and if you will glance over the 


'The N. P. 0. Lkaoi'e, ok National Leaoue for Promotin(j the Public Ownership of 
Monopolies. 


MEMBERSHIP 


Dr. Edward Everett Hale, Boston. 

Dr. Charles B. Spahr, New York. 

Dr. John Clark Ridpath * 

Senator Marion Butler, Washington. 

Dr. C. F. Taylor, Philadelphia. 

Hon. 8. L. Black, mayor of Columbus, Ohio. 

Dr. W. S. Rainsford, New York. 

Henry D. Lloyd. Chicago. 

William Dean Howells, New York. 

Prof. Frank Parsons, Boston. 

Governor Plngree, Detroit. 

N.O. Nelson. St. Louis. 

Edward Bellamy.a < 

Col. Thomas Wentworth Hlgglnson. Cambridge. 
Hon. Henry Truelsen, mayor of Duluth. 

Helen Potter, Boston. 

Ex-Qovemor Wm. Larrabee, Clermont, Iowa. 
Charlotte Perkins Stetson, New York. 


William A. Clark, Boston. 

Rev. Herbert N. Caason. Ruskin, Tenn. 

Prof. Vida Scudder, Wellesley. 

President Eltweed Pomeroy, Newark 
Ex-Governor John P.St John, Olathe, Kans. 
Hon. Lee Merlweather, St. Louis. 

Prof. Graham Taylor, The Commons, Chicago. 
Mary A. Livermore, Melrose, Mass. 

Jane Addains, Hull House, Chicago. 

Elizabeth Cady Stanton, New York. 

Dr. E. B. Andrews, Chicago. 

Rev. Washington Gladden, Columbus, Ohio. 
Edwin D, Mead, Boston. 

President George A. Gates, Grlnnell. 

B. 0. Flower, Brookline. 

President Thomas E. Will, Manhattan. 

Hon. 8. M. Jones, mayor of Toledo. 

Rev. B. Pay Mills, Boston. 


a Deceased since joining the league. 
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names you will see that many of them carry much weight, such as Dr. Edward 
Everett Hale; Dr. Charles B. Spahr, New York; Col. Thomas Wentworth Higgin* 
son. Cambridge; William Dean Howells, New York; Mary A. Livermore, Mel- 
rose, Mass., and so on. Miss Jane Addams has since withdrawn, on account of 
liaving so mucli to do that she did not feel able to give attention to the matter. 

Q. (By Mr, Phillips.) What is the address of the league’s headouarters?— A. 
The headquarters is at No. 11 St. James Avenue, Boston; my own address. 

The league was organized a few years ago for the purpose of ascertaining, 
through referendum votes, from time to time, the opinion of leading men on 
various questions that might arise in respect to public ownership, and of publish- 
ing the opinions adopted by a referendum vote. This league has adopted, by 
rererendum vote, a number of statements on the .subject, which have been sent 
out quite widely over the country, and if the commission would like them, 1 can 
leave them. I have here a few samples of the work that the league has done.* 

Q. Are they on the specific subject of monopoly, or railroads, or telephone, or 
telegraxih?— A. Some on railroads, some on monopoly. We have no circulars on 
the telegraph or telephone as yet. 

Q. These are bulletins of your leapie?-— A. Yes, some of the bulletins adopted 
by referendum vote and then issued, and there has been no adverse vote, so far 
as I recollect, on any of these circulars. One slight {|ualification from Col . Thomas 
Wentworth Higginson on one of the bulletins, which qualification was adopted. 

I would like to emidiasize the iniiioidant fact of the movement of thought and 
events toward public ownership in this way. There was a time, not so very 
remote in history, when th(‘ fire service was private. Now it is almost univer- 
sally public, or very largely so. There was :i time wlien the school system was 
private. Now it is almost wholly public. There was a time when even the com- 
mon roads were private, and further back still there was a time when the admin- 
istration of justice and the matter of defen.se were private affairs. If a man’s 
rights were infringed, he had to look to himself or the voluntary assistance of his 
friends tor redress. Now all these matters have been made subject to public 
ownership and operation. 


Samuel Gomperv, Washington. 
Kev.W hliss, Los Angeles. 
Hon George Fred William.^. Boston. 
Hon Herbert Welsh, Cliilanelplila 
I’rof Helen (Jampbell, l)cn\er 
President Frances K, Willani a 
Diana Hirsclilcr, Philadelphia 
Governor IhigerM, Olympia, Wash 
F U. Adams, Clncagd. 

Dr Anna Shiiw, Philadidphia 
Robert A. Woods, Do'ilon 


PrcHident, 

Prof Frank Parsons, Boston 
Vice-presidents 

Dr Edward Eserett Hale, Boston. 

Rev B. Fay Mills, Boston. 

Governor Pi ngree, Detroit. 

W’llliam Dean Howells, New York 
Senator Marion Butler, Washington 
Hon. Herbert Welsh, Philadelpinu 
Prof. John R. Commons, Syracuse 
Dr. W I Rainsford, New Vork 
Prof. George D. Herron, Grlnnell 
Samuel Gompers, Washington. 

R(‘v. Washington Gladden, (’olnmhus 
Prof. J Allen .Smith, Seattle. 

Dr K. H. Andrews, Chicago. 

Rev. Russell H. Conwcll, Philadelphia 
Executive eouneip 

Dr. Charles B. Spahr, New York 


Prof. J. Allen Smith, Seattle. 

Prof. .lolin R. Commons, Syraimse 
Prof George D. Herron, Grlnnell 
Marion iM. Miller, New York, 

Hon. T. S MeMurray, mayor of Denver 
Hon .lolin Breidentlnil, Topeka 
.lohn DeWitt Warner, New York. 

Hon .John MaeViear, mayor of Des Moines. 
Dr Geo (I Lorimer, Boston. 

Rev. Russell H. Conwell, Philadidphia. 

Re\ , Chas. M. Sheldon, Topi'ka . 


oFKI(’KK.S 


Exeentive oonncil— Continued. 

Hon (Jeorge Fred Williams, Boston. 
President Thomas E Will, Manhattan. 
Henry D Llovd, Chicago 
Dr C F. Tavlor, Philadelphia 
B. (). Flower, Bo.ston. 

President George A.Gutes.Grinnell. 
Dislnlmting secretaries: 

N () NeNon, St. Iannis. 

Hon John Breidenthal.Topi'ka. 

Prof. Graluim Taylor, chiei^o. 

Hon S M. I omw, mayor of Toledo. 

Wm A Clark, Lincoln House, Boston. 
Marion M Miller, New York. 

Diana Hirsehler, Philadelphia. 

Prof Helen Campbell, Denver 
Rev. W. 1). P. Bliss, Los Angeles. 
Regi.strar 

Mks Helen Potter, Boston 


* The subjects and names of writers of the bulletins above submitted are as 
follows: 

Good Government v. Private Franchises; by Hon, John MaoViear, mayor of Des Moines and 
ex-president of the League of American Municipalities. 

The Railroads of Switzerland; by Prof. Frank Parsons. 

Municipal Ownership; by Hon. S. M. Jones, mayor of Toledo. 

Dr. Albert Shaw on the Benefits of Municipal Ownership. 

The Wisdom of Glasgow; by Prof Prank Parsona. 


a Deceased since Joining the league. 
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If the principle of public ownership and operation of pnblic utilities is a 
right principle, then it seems to me we should carry it wnerever the reasons 
apply— wherever the reasons which have caused the growth of jiublic owner- 
ship apply to new fields of ente^rise. And vice versa, if the principle is not 
a right one as applied to monopolies and utilities like railroads and t^egraphs, 
telephones, street railways, and so on, then consistency would compel us to 
go back to primitive times and give the courts and armies and navies over 
to private syndicates and schools to private combines, and so on. I see no escape 
from the logic of the past, no escape from the adoption of public ownership in 
other fields which are similar to those already covered by that system and to 
which the same reasons apply, the essentials being the vital interest of the public, 
the imiiortance of diffusion— bringing the service within the reach of all the people, 
the element of monopoly causing great abuses in private hands when linked with 
large power—and the necessity for- simplification, coordination, unity, and broad 
cooperation throughout the industrial activities of society— all this ^ing contin- 
ually held subordinate to the fundamental purpose of the development of mind 
and character and social institutions to the highest* forms conceivable, in which 
conflict and antagonism shall be so far as possible eliminated, and harmony and 
mutual service, cooperation for the benefit of all concerned, shall be the dominant 
ideal and the realized fact. 

Before passing to objections, I would like to introduce as part o. my testimony 
an analytic summary of the railroad question. 


SUMMARY. 

stating briefiy the difficulties with private railways already spoken of and some 
others not yet mentioned, and placing in a parallel column the advantages of 
national ownership of railways, we have the following summary: 


Dijfficulties with private railways. 

1. Wrong aim: Private profit in place 
of the public good, dollars and cents in- 
stead of soci^ service, dividends for a 
few instead of benefit for all, mastery 
and money instead of partnership and 
manhood. 

2. Antagonism of interest between 
the owners and the public. 

3. Lack of due coordination or else a 
consolidation too vast and powerful to 
be safe in private hands; a giant mo- 
nopoly overriding and defying the regu- 
lative power of government. 

4. An economic waste of hundreds of 
millions a year. 

5. Watered stock and inflated capital, 
about half the capitalization of our rail- 
roads being fictitious, according to Poor 
and other nigh authorities. 

6. Noeffort to free transportation from 
capital charges by the nrogressive can- 
cellation of Donded or other indebted- 
ness, but, on the contrary, a progressive 
piling up of capital without even the 
writing off of depreciation. As to the 
stock capital; a private road could not 
be expected to clear that off, since the 
owners can not be expected to give the 
road to the public as a present. 

7. Higher charges than need be; an 
effort to obtain all the traffic will bear. 


8. Fluctuating and chaotic rates fa- 
voring speculation, but throwing honest 
prevision off its hinges. 


Advantages o f public railways, 

1. True aim: Service and the public 
interest first; financial gain subordinate 
to justice and social welfare. 


2. Harmony of interest by making the 
owners and the public one and the same. 

3. Full coordination with entire safety 
to the public, because the combination 
belongs to the public, and, with a few 
simple safeguards, is easily held to the 
public interest. 

4. An economic saving of hundreds 
of millions a year. 

r>. No inflation of capital, but, on the 
contrary, an effort to get rid of the wind 
and water in the capital of purchased 
lines. 

6. The progressive cancellation of the 
whole capita, so that transportation 
may be freed from the burden of inter- 
est and dividend charges. 


7. Lower charges than private roads 
can make under the same conditions, 
and a definite policy of reducing rates 
as one of the leading objects of the 
administration. 

8. Steady and uniform rates favoring 
honest prevision and cutting the ground 
from under speculation. 
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9. Unjust discrimination between 
persons, places, and industries. Free 
passes, secret rebates, differential pref' 
erences, etc. 


10. Excessive reduction of rates at 
competitive points and overcharges on 
l(x;af traffic, to the injury of count^ dis- 
tricts and the overrapid growth of the 
cities. 

11. No effort to relieve the pressure 
in the tenement districts of the great 
cities. 

12. Defiance of law when it interferes 
with powerful railroad interests. 

13. Purchase of legislation when prac- 
ticable and useful to railroad interests. 

14. Building and sustaining other mo- 
nopolies and trusts, bv mivileges that 
enable them to control the markets. 


15. Creating millionaires and disturb- 
ing the fair distribution of wealth. 

16. A cause, at times, of industrial 
disturbance and depression and even 
panic. 

17. Gambling in railway stocks and 
manipulation of their value by seesaw- 
ing traffic, withholding dividends, or 
paying unearned profits, etc. 

18. Exorbitant salaries for mana- 
gers, with long hours, low wages, black 
listing, and other unfair treatment 
for ordinary employees, and disturbance 
of industry by periodic strikes. 

19. Insufficient regard to safety of 
employees, passengers, and the public. 

20. Imperfect coordination with the 
military department in time of war. 

21. Injury to political honesty and 
good government through railway lob- 
bies and the corrupting pressure of 
enormous private interests. 


22. Great opportunity for success by 
fraud and inairection. (Read Wealth 
against the Commonwealth.) 

23. Moral debasement of business 
men and degradation of the ideals of 
youth, through the spectacle of enor- 
mous wealth and power secured by rail- 
way rebates, manipulations of stock, 
fraudulent issues, and dishonest politi- 
cal action under railway pressure. 

34. The payment of public moneys 
and gift of public lands to build rail- 
roads to be owned by private corpora- 
tions and managed for their profit. The 
land and money, for instance, bestowed 
on the Illinois Central was enough to 
build and equip the whole road and give 
the company a bonus of $2,000,000 
besides. 


9. Fair and impartial treatment of 
Individuals; no secret rebates, passes 
only to those who render an equivalent 
in public service; equal rights to places 
ana industries under the broad princi- 
ples of the zone tariff or other equitable 
system. 

10. Due concessions to through traffic , 
but earnest attention also to the reduc- 
tion of local rates to give the small towns 
and rural districts their fair share of the 
advantages of cheap transportation. 

11. A wise use of the roads to relieve 
the pressure of population and secure a 
healthful distribution of the people. 

12. Conformity to law; the railroads 
and the lawmalnng power being in the 
same hands. 

13. No motive or power in public rail- 
roads to purchase legislation. 

14. An important means of control- 
ling the organization of capital , by refus- 
ing transportation to objectionable 
combines, instead of giving them secret 
rebates. 

15. A- powerful means of securing a 
better diffusion of wealth. 

16. A means of regulating industry, 
relieving depression, and avoiding 
panic. 

17. Removal of railway-stock gam- 
bling and manipulation. 


18. Moderate salaries for managers, 
and altogether better treatment of ordi- 
nary employees, higher wages, shorter 
hours, more good homes, better citizen- 
ship, more contented and efficient labor, 
no strikes. 

19. Better provision for the safety of 
employees, passengers, and the public. 

30. An added source of strength in 
time of war. 

21. Removal of one of the greatest 
sources of political corruption without 
incurring new danger if reasonable pre- 
cautions are taken in respect to civil- 
service rules and nonpartisan manage- 
ment. 

33. No opportunities for private for- 
tune by fraud if a proper system of ac- 
counting and auditing is established. 
(Read the Histoiw of State Railroads.) 

23. Removal of one prolific and all- 
pervading influence tending to moral 
debasement and low ideals. 


34. When public money and land is 
devoted to building a public road the 
road belongs to the people who pay for 
it and the profits go into the public 
treasury. 
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35. Public administrati(m of railways 25. I^vate railways mean soverem 
means the retention of sovereign power power in private bands^not only the 


in the hands of the Government, where 
it beJongs; the “ public control of public 
highways;” the public performance of a 
“public function;” the due enforcement 
or the tariff; the national regulation of 
commerce; an added justice, peace, and 
safety to industry, and an escape from 
one form of taxation without representa- 
tion. 


Boverei^ power of modifying or nulli- 
fying the tariffs on imports, but the 
sovereign power to regulate commerce 
between our cities and States, to deter- 
mine the distribution of wealth, the 
success or failure of individuals, the 
growth of cities, the development of the 
country, the life or death or industries, 
the power to tax the people without 
representation and for private purposes. 


OBJECTIONS, 

Now for the objections: First, the matter of patronage was spoken of yesterday, 
but there is one point more I would like to make. The transfer of great indus- 
tries to public operation does undoubtedly increase the temptations to abuse of 
patronage. At the same time it creates in a still greater degree, I think, a power- 
ful force opposed to that abuse. Under the private system the financial interests 
of the wealthy and influential classes are very largely opposed to good govern- 
ment. and it is this opposition of the financial interests of the wealthy classes 
(the owners of these monopolies) to honest government that is responsible for 
a large part of the corrupt legislation and bad administration that afflict our 
politics to-day. As Mayor Swift, of (Jhicago, said in speaking to an audience of 
Inisiness men, “ Wlio is it that is corrupting the council? It is you business men 
It is not the saloons or the .slums of the city, the rilf-raff or the hoodlums, it is 
you business men who are responsible tor the corruption of councils.” Now, the 
transfer of the great utilities to public ownership changes the financial interest 
of the wealthy, the great owners of property on this matter, so that it becomes 
their interest in common with tlu^ rest of tlu‘ people that the Government con- 
trolling these great industries should be honestly and fairly administered. They 
no longer have a financial intere.st in the abuse of legislation or the abuse of gov- 
ernmental power of any kind. Their interest is strongly opposed to abuse of 
])atronage. Their interest is wholly for good administration, for pure govern- 
ment in every way, or low coat and first-class service, and their interest is usually 
the controlling factor in the (Government. So that the transfer of the great 
monopolies to public ownership means the transfer of a controlling influence in 
political affairs from the side of dishonest government to the side of honest 
government. 

EFFICIENCY. 

The objection is made that public management is not efficient, and I think the 
objection is made with great force in many ca-ses. At the same time a review of 
public ownership in practice, both in the railroad, telegraph, telephone, street 
railways, etc., in other countries and in the electric-light systems in this country 
and the waterworks, indicates that the question of efficiency is rather a matter 
controlled by individual factors and the condition of society than by the form of 
ownership. Private industries as well as public are less efficient in (Germany— 
that is, it takes more labor to yiidd a given product; a bricklayer lays fewer bricks 
in a day than our bricklayers do, and so the same thing occurs there in private 
industry that occurs in the railroads and the telegraphs where they have to have 
more employees for a given amount of work. 

Again, part of the difference in the product per worker is not really a difference 
in efficiency, but arises from the fact that public systems give their employees 
shorter hours. That is true in the contrast between our railroad system and the 
(German. The hours are very much shorter for large classes of employees in the 
German system than they are here. The same contrast exists between the Eng- 
lish telegraph and our telegraph, their hours are very much shorter. 

Then there is another difference. They regard swety as of such high impor- 
tance in Germany that they increase the force of employees upon the roads in 
order to secure greater safety. These elements must be taken into account when 
considering the difference in the number of employees, which is ^eater per ton 
handled over there and per passenger than it is here. I do not feel able to draw 
any precise conclusion on the subject, I only indicate the elements. 
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Now, as to economy, which is a very important matter, two points are made. 
First, it is afi&nued that rates are lower under private ownership than under 
public, our average freight rate being cited as an example; and secondly, it is said 
that absolute economy, absolute cost, is lower under private ownership. 

I have already covered these points with sufficient fullness, perhaps, but I would 
like to emphasize a few illustrations of the principles that I dealt with yesterday. 
Take for example the Austria-Hungarian system of railways. The Goveniinent 
there introduced a tariff at one stroke that on long distances was 80 per cent below 
the former rates and on median distances about 40 per cent below — a reduction that 
astonished the railroad men of the world— and yet it has been a very great success 
and has justified itself not only in its .social results, vast increase of traffic, and 
all civilizing influence.s, but it has also justified itself financially, the expenses 
not increasing materiallv— nothing like in proportion to the increase in business— 
and the net earnings being larger than they were under the high rates. 

The English telegraph reduced rates at once one-third to one-half on taking over 
the lines, and subsequently made a further reduction amounting to one-half, down 
to the present time. So that about four times as much telegi’aph service can be 
bought f(ir a dollar as could be bought when the lines were taken over, while in 
this country not over t\vice as miuii. There is a conflict in the reports of the 
Western Union Company. In their earlier reports they stated the average cost 
and average ret^eipts for the earlier years lower than the more recent reports state 
the cost and receipts for the same years, so it is a little difficult to tell which 
account is right. But taking their highest figures, there is no such reduction here 
as there has been in Great Britain. 

THE TETiKFlIONE. 

I have already stated the facts regarding the reduction of telephone rates in 
France when the Government took the lines. 

I took pains last night to get a tew facts in regard to the Washington telephone 
system. 1 called up ‘ ‘ Central ’ ’ and got the exchange rates here and the rates for 
long-distance work; and the rates here in Washington, tln^y say, are $96 for resi- 
deiic<*, unlimited service, $48 for four party, unlimited, and $36 for four party, 
measured. For a bii.siness ’phone, $120, recently reduced from $135. They declare 
that tiiey would lose money on a residence rate of $36. Tlie fact is, however, that 
the cost of op(‘rating a telephone in this country is not very much greater than it 
is in foreign countries, because, while wages in general are higher here, telephone 
wages are very little, if any, higher. Telephone girls r<‘ceive abominably low 
wages, and the contrast is ve^y slight there, while materials co.st more in Europe 
than here, gof)d Swedish telephones costing $14 to $16, while the best American 
instruments cati be bought for $8 or $9. 

Now, here is Stockholm, with a population of 290,000 (about the same size as 
Washington), which has metallic circuit, underground wires, unlimited service, 
$16 for residence and $22 for business, interurban communication free within a 
radius of 43 miles, telephoning telegrams and telephoning messages to be written 
down and delivered by messenger at low cost. The Bell Company, bought out 
by the Government, was charging $44 for far inferior .service, without metallic 
circuit or underground wires. 

A United States Government department here in Washington— the Department 
of the Interior— a few years ago (1894) were paying a total of $75 per 'phone. 
They paid the Bell Company $60 to $125 per ’phone and employed a lady at $600 a 
year to operate the main exchange, making a total cost of $75 per year for each 
of the 65 ’phones. The Department asked the Bell to reduce rates and the Bell 
refused. They then put in their own ’phones, and they gave me the figures from 
the book.-» of tlie Department, showing that the cost per year was $6.43 operating 
cost and $10.25 total cost, including interest, depreciation, and repairs— about $10 
for what used to cost $75 under the Bell regime— the cost under private ownership 
being sevenfold more than under public ownership. 

Q. (By Mr. Phillips.) That is here in this city?— A. Yes; that is right here. 
Among the most interesting facts that I have on tne telephone are those relating 
to Trondhjem,a city of 30,000 inhabitants in Norway. There they have a munic- 
ipal telephone system which gives rates of $16 for business and $8 for residence, 
in round numbers, and they make a profit, a fair profit, upon the capital invested. 
The wages, however, are slightly lower than they are in this country, but not very 
much. ^ Grand Rapids, Wis., there is a cooperative telephone 
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Q. (By Mr. Claskb, intermpting.) You mean Wisconsiii or MicU^?— A. 
Wiwon^. There is a cooperanye telephone there which operates on the same 
principles as the public system, namely, for the benefit of all who are concerned 
in the service— and wherever the voluntary cooperative plan is possible, I believe 
it is preferable even to the public system in the present state of our civilization, 
so that I regard this example as one of the finest that we have. I have kept track 
of the enterprise for several years. Here is a letter just received a weex or so 
ago. The present condition of things, in brief, is this: They have about 300 lines; 
the average cost is $42 construction; the cost of maintenance and operation is 
about 75 cents a month for each line. The prima facie charts are $1 a month for 
a residence and $2.25 for a business telephone per month. Each subscriber has 
a right to take 1 share of stock and is urged to do so, $50 per share, and nearly 
all, over four-fifths, do take one share each. One and one-half per cent dividends 
per month are paid back upon these shares, amounting to 75 cents for each share- 
holder. So that the ax^tual charge for a residence ’phone is 25 cents a month and 
the actual charge for a business ’phone is $1.50 a month. The actual cost to the 
subscriber is ^ a year for a residence ’phone and $18 a year for a business ’phone. 
They are continually reducing their rates, and even after paying these dividends 
they have a surplus fund for improvements. The former Bell Company was 
charging $36 a year for a residence ’phone and $48 for a business ’phone, and 
refused to reduce their rates. They said, just as they say now in Washington, 
that they could not afford to reduce rates. Yet the people of Grand Rapids are 
now receiving telephone service at one-third to one-twelfth of the former monopoly 
rates. 

Now, as to distance charges. Philadelphia is 137 miles from Washington. The 
charge, the day charge, is $1.25— and I would say that in this country and also in 
France and several of the other European countries they have half rates at 
night; I will simply compare the day rates. To Philadelphia, 137 miles, day rate 
$1.25, 5 minutes. In England the rate would be 48 cents, in France 30 cents, 
according to their published tariffs. They have a distance rate in France of 10 
cents for 62 miles and in England 6 cents (3 pence) for the first 20 miles—any 
town within 20 miles— and 12 cents (or 6 pence) for towns within 40 miles, and 
12 cents for each 40 miles afterwards. New York is 228 miles from here, and the 
charge is $2. In England it would be 72 cents and in France 40. Boston is 417 
miles away, so the railroad folks say— 1 have taken the miles from the railroads 
and the prices from the telephone— the telephone rate is $4. In England it would 
bo $1.30 and in France 70 cents. Chicago. 716. miles; the rate is $4.25, England 
$2.16, France $1.20, Richmond is 116 miles away; our rate is 75 cents, England 
36 cents, France 20 cents. New Orleans is 1,116 miles; our rate is $6.35. England 
$3,16, France $1.90. We have here three tariffs, all made on the distance plan, 
the American being a private sy.stem and the English and French public sys- 
tems, The English distance tariff is from one-half to one-third of ours and the 
French from one-third to one-sixth of ours. I have tested that with many more 
data than these. I simply give these as illustrations that are applicable right 
here in Washington, In Boston you must pay 10 cents to send your breath a few 
blocks over a telephone wire, while the street railway will carry your whole 
body all over the city for a nickel, and even that is known to be nearly double 
the reasonable fare. In the State systems of Europe the charge for a local tele- 
phone conversation to a nonsubscriber is from 2 to 5 cents, as against a charge 
of 10 to 15 cents in many of our cities. 

The service of the telephone in other countries where the system is public is 
far superior in its coordination with the post-oflBce and telegraph. You can tele- 
phone letters; you can telephone messages to be written down and sent by mes- 
senger just as telegraph messages would be; vou can telephone telegrams with- 
out going out of your house. To a very slight extent, I found in Philadelphia 
and other cities, you can get service for telephoning telegrams, but it is only by 
specifid arrangement, the ordinary teWraph rules in our cities being against the 
receipt Of telegrams by telephone. The telegraph company does not want to 
make telephoning too interesting, and they prefer to have the message in the 
sender’s writing, so they refrain from making such agreements very accessible. 
No such coordination of services can be expected between two private corpora- 
tions like our telegraph and telephone companies, as occurs where both services 
are public property under a single management. 

Q. (By Mr. Farquhar.) Can you give a comparison of what the Washington 
companies here could afford to fumm this telephone service at? — A. The matter 
has been quite carefully investigated by expert engineers in New York, Chicago, 
and Boston. I am personally acquaint^ with one of the men, who is president 
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of a company that is putting large amount of capital into a telephone concern 
in and around Boston— Mr/Holbrook, of the Bibliotheca Sacra, a very fine man 
and thoroughly acquainted with all the details of this work. They find they can 
constnict the lines for $40 or $50 in small places and $100 to $150 in large cities, 
with underground work— an average cost of about $60 to $80, or 

Q. (By Mr. Phillips, interrupting.) Eighty dollars per mile?— A. No; for the 
average cost of line to each subscriber; some will be long and some short. You 
see that is a little higher than the Grand Rapids; their cost was $43. They can 
operate the telephone so as to be able to furnish service even in a large city at 
about $80 a year. Offers have been made in Chicago, if they could get a fran-* 
chise, to supply telephone service for $30. A similar offer has been made in New 
York. And in and around Boston Mr. Holbrook’s Massachusetts Telephone Com- 
panv is putting in ’phones and operating them on the basis of $3 a hundred calls 
or $12 to $36 for an ordinary residence subscriber, up to $72 for unlimited busi- 
ness service, with underground wires in the heart of a giant city— rates that will 
work out an average considerably below $50, since the New England Bell rates, 
which are about d(juble the Holbrook rates, work out to an average of $58 per 
’phone. Mr. Holbrook's data indicate that Bell monopoly rates are more than 
double what the system can be operated for either in the towns or in the large 
cities, even considering the fact that the larger the city, other things being equal, 
the higher must be the rate for the telephone— exactly the opposite principle that 
applies to most services. The more dense the bu.siness in the case of the electnc 
iiglit the lower .should be the charge, other things equal; but the more dense the 
business in a telephone exchange the higher must be the charge, other things 
being equal, because more complicated arrangements must be made to connect 
the different subscribers. That is, if you have 10,000 subscribers, each one may 
call for communication with any one of nearly 10,000 others; whereas if you 
have only 1,000 subscribers, each one is limited in his calls to 999; so it is more 
complex and more costly with a large system. In small places an average charge 
of $8 to $12 or $15 a year, according to conditions of the locality, is sufficient, and 
those charges are actually in successful operation in various parts of the country. 
There is a small telephone system, private system, in Kansas which operates and 
makes a profit of 10 or 12 per cent on the capital, and their rates only average 
about $13 or $15 per year on their phones. The fair cost of maintenance and 
operation runs from $9 to $13 per ’phone in an exchange of moderate size, and 
double tliat in a big city. , 

Q. (By Mr. Farquhar.) Would the matter of the Washington prices here be 
in some way modified on account of the fact that all of our telephone wires are 
underground, but if they were put overhead A. (Interrupting.) In Stock- 

holm also the wires are underground. 

Q. So that the extra cost of the installation under^ound does not make a 
greater cost there for the use of the ’phone? — A. It adds something to the first 
cost, but the system needs less repairs, and in the end the result is not very 
differ(3nt. 

I might mention one or two facts as to the service in the public systems. In 
Belgium you can send your telegrams free; in France you can also send tele- 
grams free. In England also you can send telegrams free over the telephone, and 
you can also telephone messages to be sent out for 6 cents in England, and such 
messages are sent to tlie subscriber free. In Germany it costs 2 cents plus one- 
fifth of a cent for each word to telephone amessjige, telephone a telegram, or tele- 
phone a letter. Y ou go to your telephone and send a letter for 3 cents and one-fifth 
of a cent for each word, and the clerk at the other end writes it down and posts 
the letter; you have to pay i>osta^e in addition. 

Q. (By Mr. Phillips.) Now, it may not be quite clear about telephoning a 
message. What do you mean by telephoning a message?— A. Suppose I want to 
send a message to someone. I do not have a telegraph office in my house, but I 
have a telephone. I will go to my phone and telephone whatever message I want 
to send. Instead of having to go out to a telegraph office and write it, 1 simply 
go to a telephone and telephone to the clerk at the other end that message; he 
takes it down and sends it 1^ messenpr to the person to whom it is addressed, or 
he sends it to a telegraph office and it is sent by telegraph, or ho telephones it to 
the tele^aph office directly, or I can be connected directly with the telegraph 
office and they write it down there and send it at once. 

Q. (By Mr. Farquhar. ) Would it be possible in this city, Professor, to furnish 
a ^one, house or business, say for $30 or $35, unlimited?— A. I think so; yes. 
One of the reasons why the Bell companies think they can not furnish service at 
such rates is the state of their capitalization. The water in their system is hard 
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to deal with. Dropsy is an inconvenient affliction for a company as well as for a 
man. For example, the New England Telephone Company (operating in Boston 
and other cities and towns of Massachusetts and New England) is capitalized at 
more than $300 a line, whereas President Holbrook finds that the system could 
be duplicated for less than $100 a line — there is an excess charge of $10 or $13 per 
phone year. Then the “ general expenses,” salaries of managers and officers, and 
other office and general expenses amount to a sum almost as great as the whole 
sum put down to “ operating expenses” proper. For each subscriber’s station in 
the New England Company, the average receipts are $r)8 per phone year. At least 
$10 must be deducted on account of overcapitalization, and $5 or $6 more on 
account of excessive office charges. The “ operating (‘xpenses ” proper are stated 
at about $1 1 per station and maintenance at $34. The report does not state just 
what items go to make up this maintenance account, and it is so out of pro- 
portion to the cost of maintenan(te in public, systems as to indicate that it is 
affected by the common c.orporation custom of charging up to maintenance large 
amounts that ought to go into the extension and improvc'inent account. A main - 
tenance charge that would duplicate the entire system in about 4 years is certainly 
very high. The jirobabilities are that an allowance of $11 for average operating 
expenses per phone year, $4 for general expenses, $15 for maintenance, including 
depreciation, and $5 for interest, making a total of $35 per year, constitute 
sufficient charges even in a very large city. 

I am aware that in Maiming r, (hiesapeake and Potomac Telephone Company 
(38 Wash. Law Rep., 97) the supreme court of the District of Columbia has held 
iinconstitulional an act of Congress fixing maximum telephone charges in Wash- 
ington at $50 a year with 1 telephone on a wire, $40 with 3 telephones on a wire, 
$80 with 3 telephones on a wire, and $35 with 4 or more on the same wire (80 Stat . L. , 
587, 588, chap. 540, June 80, 1898) , but a careful reading discloses sufficiimt evidence 
on the face of the opinion to invalidate the decision when the case comes before 
the court of last resort, the supreme court of public opinion. Tlu* ground of 
decision was that the rates fixed by (Congress were unreasonably low. the evidence 
being the testimony and accounts of the (^Ihesapeake and Potomac Telephone 
Company, doing business in Washington. In 1898 the (joinpany had a little over 
3,000 telephones in use. It had been receiving $185 for a business plume, and had 
averaged $100 income for every phone in use. It was estimated that the iu‘w law 
would reduce the average receipts to $47 per phone. The company was paying 
about $30 p^er phone in interest and dividends, and $8.50 per phone to the Bell 
Telephone Company and the Western Electric for receivers and transmitters used 
by subscriuers, drops on the switchboard in th(‘ (central office, and the use of patents 
the Bell Company may hereafter ac(iuire. li. claimi'd an average annual working 
expen^e of $H.30 per phone. The capitalization was $470 per phone ($100 bonds 
and $870 stock). 

Now let us look at these items in the light of other facts stated in the opinioip 
The actual value of the i»lant was found to be $441,480 as against $950,00?) capi- 
talization, or less than $330 real capital ])er i)hone, instead of the $470 of existing 
stock and Imds, making the fair (capital charge not over $10 per phone, instead 
of $30. But, further, a very large part of the $330 was due to the fact that the 
plant was not used anywhere near up to its capacity, and this in turn was probably 
due to 'the high rates maintained by the company. A largo part of the capital 
outlay was for underground construction, putting in vitrified terra cotta ducts 
under asphalt pavements. The court said that “tho cost of additional ducts to 
provide for future growth of business is very trifling, and it is in evidence that 
some 3,000 or 4,000 subscribers could be served by cables to be drawn in the 
vacant ducts now maintained;” that is, the business could be doubled or trebled 
without more ducts, and even further increase could be provided for at trifling 
expense. If the rates enacted by Congress had been put in operation, ilie sub- 
scription lists would doubtless have expanded greatly, and it is quite probable 
that the real capital per phone would have been speedily reduced to the neighbor- 
hood of $100, or $150 at most, in spite of the fact that Washington is a “ city of 
magnificent distances.” I know the judge doubted any substantial increase of 
subscribers through lower rates, but the facts prove that the doubt was not well 
based. The following table presents a few of the facts bearing on the relation 
between rat^s and the use of the telephone; 




The evidence is that low charges, whether in cities larger or smaller or thewme 
size as Washington, induce far larger use of the telephone than exists m Wash- 
ington, such larger use being found as an accompaniment of low rates in cities 
of vastly less general intelligence and prosperity than Washington, and in cittes 
having private plants as well as those having public svstems; whereas in foreim 
cities, l&e Amsterdam, Paris, and London, having high charges (though only 
one as high as Washinj^on) show a lower use of the telephone than Washington, 
and the same is true of American Bell cities, excepting Boston, which, being ihe 
hub not only of the universe but of the telephone business, and a city of great 
prosperity and unsuniassed intelligence, naturally breaks the record. 

In Rochester, N. YT, a city of 162,000 people, or about three-fifths the size of 
Washington, there is an independent telephone company with rates of $86 and 
on which 8 per cent dividends are made on a large Ixiuy of stock, all of which 
is water, as the bonds more than cover the value of the plant. With these ratee, 
which are still too high, there is one subscriber in Rochester to each 40 persons, 
showing that with anything approaching reasonable rates our people become 
large users of the telephone. 

Upon the facts here stated and the whole body of existing telephone data, there 
is the strongest reason to believe that lowering the rates to the Congressional 
level of |25 to $50 would very largely increase the number of subscribers, proba- 
bly doubling the use of the telephone, and perhaps trebling it within 2 or 8 yei^. 
The judge said that the court must take “ care not to intrench upon the authority 
of the law-making power, not to disregard the statute under consideration, unless 
it 1^ unmistakably repugnant to the fundamental law.” Yet the court refused 
to consider the case on tne basis of the probable increase of business and decided 
it upon facte relating to the preceding years under high rates. Suppose the law 
in Hungary establishing the zone system, reducing rates 40 to 80 per cent, 
applied to a private system of railways instead of a public system, and the rail- 
roads had brought the matter into court, claiming that the law ^nfiscated their 
property, saying that since they had only been making ordinary interestbn their 
capital at the old rates, they would surely make a loss on the new tariff averaging 
less than hidf the old one. The companies would have made out their case on 
the basis of existing rates and business, and the law would have been declared 
unconstitutional on the principle of this Washington decision, and yet the lalywas 
so far from being umistakably repugnant to the fundamental law against confisoar 
tion that the actual i*esult of putting the law in operation was an increase of net 
earnings instead of a loss, as had been expected. It is not possible to foresee the 
effect of such a lowering of rates either in the railroad or the telephone field, 
wherefore the court can not know that such a law as that relating to the Wash- 
ington telephone is “ unmistakably'^ repugnant to the Constitution. The true 
pten in such a case is to enforce the law for a reasonable time, until it becomes 
clear that the effect of the law is to deprive the company of a reasonable retiwn— 
dear as a matter of fact and not as a matter of supposition or inference from 
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ni&r^iyt leafl Irrelevant data. Then the law may rightly be ’declared nnconetltn* 
tiohal, and the comi^nj should have the right to collect from the Government 
whatever damages nave been inflicted .upon it by the said enforcement, but if 
upon fair and honest trial the law justifies itself, it should be continued in force. 

In the “Wellman case (148 U. S., 8391 the Supreme Court of the United States 
clearly recognized the principle that the increase of business from lowered rates 
must be taken into account, and made this principle one ground for refusing to 
hold void a railway law of Michigan fixing maximum passenger rates at 2 cents a 
mile. In Indiana a statute fixing the rent of a telephone at not over $3 a month, 
or $30 a year, has been held valid, although the company in suit was charging 
$11 .16 a month, or $134 a year, and claimed it was only making reasonable profits 
and could not manage on $36 a year. 

To return to the Washington items. It is probable that the enforcement of the 
Congressional rates would double or treble the business and bring the real capital 
per phone down to $100 or near it, thereby reducing capital charges from $20 to 
$5 or $0 per phone. 

The $8.60 monopoly tribute to the Bell and Western Electric is almost wholly 
an unjustifiable charge under an agreement made years ago under pressure of the 
fact that the Washington company, like those in most other American cities, are 
really subsidiary Bell interests, or branches of one big monopoly. 

The claim of $71 per phone for working expenses is absurd ‘in my judgment. 
Compare it with the working expenses of $6.43 reported in this same city of 
Washington for the telephones of the widely scattered buildings connected with 
the Interior Department's ex<;hange above mentioned, and the difference makes 
the $71 claim incredibh^. Remember that this same private telephone interest 
which now claims it can not reduce rates because its $100 of average receipts is 
only just enough to cover cost of working and capital charges made a similar 
claim when the Department of the Interior asked for reduction 6 years ago, and 
yet when the Government ])ut in its own phones the service cost only $10.26 for 
maintenance, operating cost, depreciation, and interest, in place of $75 per phone 
formerly paid. The claim of th(i company in 1894 that it could not reduce its 
charges of $60 to $126 for these phones has been conclusively proved erroneous, 
and there can be no doubt in the mind of anyone familiar with telephone data 
that its present claim is also erroneous. In Grand Rapids, Wis., as I have said, 
the Bell interest was charging $36 to $48, and claimed it could not reduce rates, 
andyet the people are now actually obtaining equally good service for a year 
residence and $18 for a business place, and a small surplus is realized even at tnese 
rates. Bell estimates are clearly unreliable. Considering the length of time the 
Bell companies have been in operation, they seem to know remarkably little about 
the business when it comes to reducing rates. 

With the fine underground system established in Washington repairs and 
maintenance should coat comparatively little, and the operating expenses are not 
very heavy. All lines go to the (5entral station, where one operator manages 100 
lines, and the public stations in hotels, etc., are managed on the nickel or dime in 
the slot machine plan instead«of having paid attendants as in Boston and many 
other cities. The $71 1 believe to be more than double the fair figure for working 
expenses. Companies have many ways of adjusting their accounts so as to show 
large expenses and small profits. It is a common thing to charge the cost of 
extensions and repairs to maintenance and operation. Sometimes quite ethereal 
expenses are put down in the material column. For example, last year in examin- 
ing the accounts of the Boston gas companies an item of “ $15,000 for gas mains” 
was found to cover such expenses as $1,200 to Mr. L, $1,600 to Mr. M, etc.— L 
and M being gas lobbyists at the statehomse. This year it is stated on the author- 
ity of one or the directors of another gas company that $1,000,000 is charged on 
the books of that company to an account that did not receive a dollar of the 
money, which was abstracted and used for illegitimate purposes. Co^ration 
accounts are very unreliable affairs. And this Chesapeake and Potomac Ckimpany 
has had, without any unlawful abstraction of money, special opportunities of 
erroneous accounting as to the capitalization and expenses in Washington. These 
special facilities arise from the fact that Washington is only part of the territory 
occumed by the company, the stock for its whole territory Ming $2,650,000, and 
for Washington alone $750,000. A small percentage of error in apportioning 
expenditures as between Washington and the outside territory of the company 
might make a considerable difference in the Washington results. 

I believe the Manning decision was a judicial blockade of a just law. There 
was no reliable evidence that the Concessional rates were too low, while, as the 
court admitted, there was evidence “ that in many cities in this country, and also 
in Europe, telephone service is supplied by the government or by corpon^ons at 



ffttM which htmear to be less than those fixed hy this act/’ and there is a vast 
amount of e^&nce not referred to in the case which tends to show the nnrelia- 
■bility of the company’s claims and the fairness of the law. Nevertheless, in view 
of the well-known power of giant corporations to tangle a court with ex parte 
statistics, and claim protection against possible loss, it seems to me it would be 
wise to prowde in such acts that the law shall be enforced for a year or two under 
a guaranty that the Government would make good anv deficit resulting from the 
legislative rates causing the injpome to fall l)elow working expenses and fair cap- 
ital charges, providing such deficit occurs in spite of reasonable efforts to make 
the new rates successml, and is ascertained upon accounts carefully watched day 
by day by a public officer with full powers of inspection, both of the accounts and 
the manner of conducting business. In some way the public must take the risk 
of such changes for the benefit of the public, or else the courts will stand between 
the corporations and the law. For while the judges say that the law must be 
unmistakably contrary to the Constitution to be void, they frequently act on the 
principle that it will be void if the companies can make it appear doubtful whether 
the new rates will yield a profit. Through some such moaification as I have just 
suggested, or by frequent small reductions, the regulative power may make itself 
felt; but the only clear, clean, certain, and complete solution is public ownership. 

After making this statement regarding the Manning case, I submitted to Presi- 
dent Holbrook, of the Massachusetts Telephone Company, the qu(‘8tion of the 
credibility of the $71 charge for working expenses under Washington conditions. 
His reply was that the said claim was not only absurd but pathetic, and not only 
pathetic but humorous; pathetic that a claim nearly three Hmes the reasonable 
figure should b(i iipide, and humorou.s that men in authority could be made to 
believe such a claim. With underground wires in*a plant like that of Washing- 
ton, the fair charge for maintenance and operation would be about $25, according 
to l^esident Holbrook. . In Montreal, a city about the same size as Washington, 
with wires largely undergiound, a good profit is made on a $50 telephone rate 
established by the Dominion Govemment. In Roche.ster, a city of 162,000 people, 
the indepenclent telephone company has 3,600 subscribers, and the Bell has 
dropped to 400 The cost of the independent company’s lines has been a good deal 
less than $100 a line. The plant is borided for $400,000. and the stock is $400,000, 
a capitalization nearly three times the real value of the plant, yet the company 
pays 8 per cent dividends with rates of $36 and $48 p<ir telephone year. Referring 
to the New England Tedephone Compjwiy, President Holbrook says: ‘'The cost or 
operating they claim is $11 a phone: the cost of maintenance, $24 a phone. Their 
general expense, including taxes, is about $11 a phone. Now these figures are 
excessive. There is an overcharge on maintenance of $13.50 per phone', which is 
due to the necessity of their building old-fashioned and worn out plants entirely 
over. They are obliged to pay $4 a year royalty on each phone, $2 extra on taxes 
per phone, owing to the fact that they are stocked and I xmded at $300 a phone; 
whereas $100 would rebuild, and in an entirely iiiodern way, tlieir entire system. 
A capital charge of $12 in excess is therefore put against each phone. In other 
words (taking all the facts into account), the New England company is handi- 
capped to the extent of about $31.50 a phone.’’ As the New En^and company 
averages $58 per phone, this opinion of President Ilolbrtxik would indicate $26.60 
as the normal average charge for that company’s exchanges, which more than 
confirms ray own estimates stated alxive. 

FURTHER OBJECTIONS. 

When the English Govemment began to consider th< absorption of the tele- 
graph, the teleCTaph companies used every effort to i)revent and impede the 
reform. The objections they raised weie: 

1. It was not the Government's business to telegraph. 

2. ’There would be a loss if it did. 

3. The telegraph would be better conducted under ])r’vate enterprise. 

4. .The Government rates would be higher. 

5. And the use of the telegi aph would decrease. 

6. The Government service would be nouprogressive— no stimulus to inven- 
tion, etc. 

7. The secrecy of messages would be violated. 

8. The telegraph would be used as a party machine. 

9. The Government could not be sued. 

10. To establish a public telegraph would be an arbitrary And unjust interfer- 
ence with private interests. The companies had risked their coital in the new 
enterprise, and just as they were about to get their reward the Gfoverninent was 



goiiM: to tftke the buBiness away from them— private enterprise experimented 
and the people wanted to steal the frnit. 

These objections are very familiar. Our monopolists know them by heart, and 
use them over and over, taking no notice of the answers to them, no matter how 
many times they are refuted. It is easy to answer them a priori and the over- 
whelming demonstration of their falsity by the actual experience of England 
ought to have buried them forever beyond the possibility of disinterment: 

1. It is the Government’s business to transmit intelligence, and that business 
includes the use of the telegraph and all other appropriate means of transmission. 

2 . If rates remained the same, an increase of profit instead of a loss was to be 
expected by reason of the economies that would result from a united telem*apli in 
combination with the po.stal service. The people could keep rates up and realize 
a large profit, or put rates down, thereby increasing the usefulness of the tele- 
graph, and taking their profit in the form of more and better service for the same 
money. They did the latter, and, as a matter of fact, they have saved at the 
lowest estimate $150,000,000 in 30 years. The telegraphing they have done would 
have cost them at least $150,000,000 more than it has cost, including expenses of 
operation, extensions, repairs, interest on the capital, water purchase, and all, 

3. It stands to reason that a manager appointed and paid by himself, and whose 
avowed intere.st and effort are to line his own podket with the utmost possible 
“ giltiness ” consistent with his personal safety— it stands to reason that such a 
manager will not conduct your telegraph or any other business of yours as well as 
you can do it yourself or have it done by your owui agimt. Asa matter of fact 
the public telegraph service tiiriK'd out to be vastly superior to the private tele- 
graph seiwice according to th«‘ niiiversal verdict of the English people. Com- 
plaints of inaccuracy ceased, and instead of th(i old delays vve find a service as 
prompt as that of Belgium and Switzerland. “ The service is performed with 
the most perfect punctuality.” (U. S. Consular Report on the English Telegraph , 
Consular Repts., vol. 47, p. 505, 1895.) 

4. It was reasonable to expect that the Government rates would be lower, 
because the Government would work at cost, and would, moreover, secure an 
absolute economy relatively to i)rivat(i corporations in tha conduct of the tele- 
grapli. In fa(!t, the rates dropped at once on(*-third to ono-half, and afterwards 
the ordinary inland rate was again reduced almost one-half. 

5. The use of the telegraph doubled (Ik* first year. 

0. The Government service has adopted new inventions and shown a progres- 
sive spirit in res[)ect to employees, as well as the service of the public. 

7. There has been no complaint of violation of secrecy. 

8. Nor the least suspicion of parti.san iih(‘, 

9. The Government can be sued and is sued. Claims against the Government 
are tried judicially the same as other claims. 

10. Interference with private interests to accomplish a public good is not arbi- 
trary and unjust. It is the very essence of justice and good government. The 
private interests of gamblers, saloon keepers, ooiuiri sellers, shipowners, house 
Duilders, powder makers, bone grindtus, grain-(‘levator men, etc.— private inter- 
ests both good and bad— are interfered with for the sake of the public welfare. 
Telegraph interests form no (ixception. Tlie (‘ompanies had already received 
larlje returns on their investment, and would receive full compensation for their 
capital when the public took their plant— more than full -compensation, as it 
turned out. 

There is really no force at all in the current objections to public ownership 
aside from the patronage (juestion, whicli is covered by the merit system of civil 
service and the transfer of the interest of the wealthy classes to the side of good 
government and honest administration, which accompanies the establishment of 
public operation. 

THE ITALIAN COMMISSION. 

The report of the Italian commission of 1880 is often referred to as proving the 
case for privhi-e railways, being ranked as the strongest document in existence 
against the doctrine of public ownership. Even Professor Hadley, now President 
of Yale, lays much'Stress on this report as a proof of the inferiority of public rail- 
ways. The fact is, however, that the report has little real bearing on the relative 
value of public and private systems, and while the commission decides in favor 
of leasing the Italian roads to private companies, its conclusions are practically 
worthless so far as .we are concerned, (1) because the reasons given by the com- 
mission for its decision are partly false, invalid on their face, and partly inappli- 
cable to this country; (2) because the commission lacked almost the whole of the 
important facts and experiences that have since demonstrated the superiority 
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* ot public railways, and (8) becanse the commission was appointed on purpose to 
malce the decision it did make, the commissioners being selected with reference 
to the conclusion desired by the appointing power. 

The commission based its conclusion mainly upon three propositions: (1) That 
the credit and finances of the Italian Government were too weak to make it wise 
to undertake the operation of the railroads, needing, as they did, large sums for 
improvements and extensions, and strong financial backing to steady their opera- 
tions under the fluctuations of traffic;' this was the principal reason on which 
the comlnission acted, and it is a reason that is clearly inapplicable to this country; 
(2) the unsatisfactory results of a brief experience with direct operation in north- 
ern Italy (1878-1881), the said results being due partly to the fact that the lines 
came to the Government^ from the private companies in a dilapidated condition, 
and partly to the fact tha’t the road, naving been part of an Austrian system, was 
officered throughout by Austrians, who were, of course, displaced en masse when 
the road was taken by the Italian Government, as it could not trust the loyalty 
of such employees, the result being that all the most valuable officers and 
employees were swept away and their places filled byoccu'iauts in large part 
green and unfit: (3) the idea that “ State operation is more expensive than pri- 
vate,” a statement the commission thought it had succeeded in proving by showing 
that the percentage of operating expenses to receipts was lower with private 
companies than with State systems iii a few cas(‘s which were given as the evi- 
'dence, and the only evidence, of the conclusion fis to cheapness. Yet it is perfectly 
clear that the percentage of onerating (‘xptmses to income may l)e low, not because 
of economy in opt^ration, but V'cause the rat(‘sare high, and vice versa the percen- 
tage of operating expenses to income may be high, not because of lack of economy, 
but because the rates and tares are low; if the rat(?s were so low that they just 
paid the cost of operation the opmating <‘xpenses would be 100 per cent of the 
income, although the roads might be managed more (‘conomically than another 
system where the rates were high enougli to make the inconu' double the operating 
cost and the coefficient of operation 50 per cent instead of 100 per cent. No con- 
clusions as to economy can be drawn from the percentage of operating cost to 
income without a careful comparison, of rates, volume of business, grades, cost of 
fuel, labor, etc., elements which may make the percentage of operation vary from 
40 to 1(K) per cent on diff(n’ent lines in the same railroad system under the very 
same management, and as the Italian commi.ssion paid no attention at all to those 
eleiuents in their study of economy, but based their whole argument upon a com- 
parison of percentages of operating exjien.se to inconn* without allowance fordif- 
lerencoHof rates and cfuiditicms behind those percentages, their conclusion on this 
matter is entirely worthless. 

Itniust be remembered, further, that tlu' Italian commission did not possess 
the light we liave to-day. Prussia had not made hor remarkable success with 
State roads when the commission gatliered its testimony; the law had been passed, 
but the roads had not been taken over. Austria had not established her great 
public system lutlier. liaving only one-eleventh of the railways when the commis- 
sion gathered its facts. The zone tariff, with its wonderful developments and 
simplifications, did not com(‘ till 1H8!). Switzerland had not then voted 2 to 1 for 
public ownership, after studying the (question deeply for many years. The 
achievements of New Zealand and the Australian republics were not in evidence. 

Finally, it is charged on high autliority that the commission was packed with 
railway men and agents of those who desired to lease and operate the roads, 
instead of having the Government take charge of them. (See Quarterly Journal 
pf Economics. July, 1887. article by Simon Sterne.) The railway promoters 
wanted the leiise. and the Government desired it also, in order to get funds for 
other purposes, so the Government and the railway men united to secure a com- 
mission that would render a report justifying the lease, “ ton after the report 
was made, Simon Sterne, a prominent member of the New York bar, being in 
Italy as the confidential agent of President Cleveland, received trustworthy 
inside information that the commission was appointed with the understanding 
that it should make the sort of report it did in order to enable the Government to 
lease the roads and obtain therel^ much-needed funds for the reorganization of 
theAfmy and Navy.” (Prof, E. W. Bemis at Massachusetts Legislative Hearing, 
March 20, 1900.) 

REGULATION. 

On the subject of regulation, which is the last objection I will speak of, I would 
like to remark that the plea that regulation is sufficient to solve the problem does 
not seem to me to be true, for this reason: Regulation can not overcome the antag- 
onism of interest between owners and the public, nor the congestion of wealtti 







lud nor the aristocratic tendency. We have antagonism, wealt^i congee* 
tion, and aristocracy instead of harmony, diffusion, and democracy, which are 
secured by a normal public institution in far greater degree, at leak, than they 
Can be secured under private ownership. It is a fundamental maxim of business 
In modern times that property is to be administered in the interest of its owner; 
and our business ethics compel the managers of private systems to manage them 
in private interests; and the same business ethics would impel the managers of 
the i)ubllc system with the same earnestness and honesty to administer the sys- 
tem in the public interest. 


THE TELEGRAPH. 

Passing to the telegraph, I would first like to say thdt under the Constitution 
of the United States it seems really to be the duty of the Federal Government to 
establish a postal telegraph system. The Constitution not merely gives the Gov- 
ernment a right to administer the means of communicating intelligence, but the 
provision is mandatory, and is so understood by jurists. Congi*es8 is bidden to sup- 
ply the people with means of communication. Now, it is a fundamental principle 
of the law of agency that an agent or trustee is bound to use the best means rea- 
sonably attainable for the purpose of his agemw. 

Q. (By Mr. A. L. Harris. ) What section of the Constitution do you refer to?— - 
A. The section which deals with post-offices and post-roads. I will give an author- 
ity for this in a moment. When the stage coach was replaced by steam railways 
and the ordinary sailing .ship by the steamboat, it became the duty of Congress to 
adopt those improved means for the tran.smis.si()n of the people’s mail, and they 
did use those means. When the electric telegi'aph was invented and came 
into use, and when the telephone was invented and came into use, it was equally 
the duty of this trustee to adopt the new and improved methods for the transmis- 
sion of intelligence. That duty has been recognized and .strongly emphasized in 
one of the reports to Congress made some years ago, and as the matter is very 
important, 1 will give you the reference: House Report 1 j 87, Twenty-eighth Con- 
gress, second session, pages 1 to 8. 

Q. Is it a majority or a minority report? It was a committee report, as I under- 
stand. t-A. Yes; it IS a majority report. 

Mr. Phillips. Please read the paragraph. 

The Witness. (Reading:) “ The Government is authorized and required by the 
Constitution to carry intelligence*. The functions thus devolved on the Govern- 
ment of performing for the people the office of universal letter carrier and news 
carrier is a matter of the very highe.st consequence in every light in which it can 
be viewed. The bare fact that our ancestors refused to leave it dependent on 
individual entermise or State control, and rested it expressly in Confess, abun- 
dantly attested their anxious sen.se (>f its importance and their conviction of the 
impracticability of re;ilizing the requisite public, advantage from it otherwise than 
by giving it Federal lodgment and administration. But though not anticipated or 
foreseen, these new and improved modes were as (dearly within the purview of 
the Constitution as were the older and less perfect ones with which our ancestors 
were familiar; and there being no doubt entertained, either on this point or as to 
the obligation of the Government to lay hold of the best and mo.st rapid methocis 
of transmission which the improvement of the age puts in its reach, steam power 
commended itself at once to adoption and has long been extensively employed 
both on land and water for the carriage of the mail. 

“It is not without full reflection that the committee insist on the principle that 
it was the duty as well as the right of the Govemment thus to avail Itself, even 
at heavy additional expense, of the powerful agency of steam for the purpose of 
Mcelerating the mails.” 

* I think I might omit a little here and still give the whole sense: 

(fading:) “ This gi’eat and fundamental principle upon which the Department 
acts (of not being outstripped in the transmission of correspopdence and intelli- 
gence) led necessarily to using the steam engine in the service of the post-offide. 
ancl it must and will lead with equaj certainty to the adoption of any other newly 
discovered agency or contrivance possessing decided advantages of celerity over 
previously used methods. The same principle which justified and demanded the 
transference of the mail on many chief routes, from the horse-drawn coach on 
common highways to steam-impelled vehicles on land and water, is equally potent 
to warrant the c^ling of the electro-magnetic telegraph— that last and most won- 
drons birth of this wonder-teeming age— in aid of the post-office in discharge of 
its gprt&at Unction of rapidly transmitting correspondence and intelligence.” 



0. (By Mr. Cubkk. ) What U ttie date of tJiat?— A. That h» the Twenty-eighth 
Congreae, second session, March S, 1845, report of the CJommittee of Witys a^d 
Means. , . ^ ^ 

Mr. Phillips. You will proceed myour own way, Professor. 

The Witness. The application of the law of agency and the trustee principle 
they do not mention specifically; but that is an obvious legal method of stating or 
emphasizing the point made by the committee, 

Now, I would like to discuss for about 10 minutes or so the experience of 
England with her telegraph. As I have already said she tried the private system. 
Complaints were made of delay, inaccuracy, high charges, and insufficient facili- 
ties Chambers of commerce took the matter up; some of them petitioned the 
postmaster-general and the Government. An agent, Mr. Scudamore, was ap- 
pointed by the postmaster-general to go to other countries and, study the public 
systems and compare them with the private systems of England. He did so, and 
made full reports with the result of showing conclusively, as appeared from the 
subsequent vote of Parliament, that the public systems of Belgium, Switzerland, 
and other countries far excelled the private telegraphs of England both in cheap- 
ness and quality of service and in facilities. The Government thereupon bought 
out the English telegraph companies, making the mistake, ^ I believe, of buying 
them all out at once — instead of one at a time as the Prussians did with the rail- 
ways— and paying about four times the real value of the lines. The Government 
immediately reduced rates very much— from a third to one-half it is estimated, 
as I have said— and extended the lines into the country districts where the com- 
panies had refused to go because there was no pit )fit. They increased the facilities 
in every way by opening telegraph offices in the post-offices and even making > 
post-office boxes places where telegraph messages could be deposited. 

They secured a great economy by the saving of rents and wages and light and 
fuel through the coordination of the telegraph with the postal service, the same 
officers and employees very largely being able to attend to both semces, espe- 
cially in country districts. 

Q. fBy Mr. Phillips.) Will you give the date when this occurred?— A. They 
took the telegraphs over at the beginning of 1870. The effect on labor was very 
beneficial, the Government telegraph pursuing a systematic policy of increasing 
wagps from time to time, so that the percentage of wages to receipts rose from 80 
per cent in 1870 to 72 per cent in ISOf). 

They have also shortened hours so that since 1881 the hours have been reduced 
from 56 per week on an average to 48 and 42 — 48 for day work and 42 for night 
work. All Sunday work is paid for us overtime. 

The diffusion of wealth has been helped through the removal of the opportunity 
for making vast profits out of the telegraph for any individual or group of indi- 
viduals. The public operation and ownership of the telegraph has brought about 
a harmony of interest which has been secured by getting nd of the antagonism 
between the small group of owners and the public. 

The benefit to the press has been great through the enormous reduction of 
rates, which the postmaster-general claims has given England the lowest press 
rates in the world. The facilities for press work were also greatly increased by 
public ownership, ,1 notice, however, that some of the newspai>ers are not wholly 
satisfied in England with the conditions there in spite of the great reduction and 
ihe increased facilities. Public ownership is not perfect, but it is better than 
private monopoly— it is the least imperfect of the two systems— and sentiment in 
England is practically a unit to the effect that the postal telegraph is a vast 
improvement on the private system. 

The development of business has been something remarkable. I have already 
referred -to it in brief. The number of raes-sages doubled in two years. The 
actual amount of business done doubled almost in the first year, and the subse- 
quent increase has been very large, so that the rate of increase in Elngland undfer 
tne public system has been 6 times as rapid as the development of the telegraph 
business in America under the private 8y.stem. 

Further, there has been a great strengthening of social ties by the civilizing 
influences or easy communication among the people. .That contrast is brought 
out very strongly by comparing the testimony of the president of the Western 
IJidon some years ago in a Congressional investigation, where he iwid that 46 per 
cent of the total business in this country is speculative— stockjobbing, wheat 
deals, pool-room matters, etc.; that 34 per cent is legitimate trade, 12 per cent Is 
press, and 8 per cent social. Whereas they find that in Belgium and Switzerland 
and other puhlic systems the percentage of social messages runs up in some cases 
as high as 63 per cent of the total. 
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Presldeiit (jhreeu, of the Western Union, in an article of his some years ago in 
the Korth American Review, said that only about a million people in this coun- 
try use the telegraph— chiefly the stock gamblers and speculators, and jwol room 
men, and so on, and he asked if that was the class that the Government ought to 
seek to benefit. In some of their testimony it was stated that they believed the 
masses of the people would not use the telegraph to any great extent even if they 
had the privilege of low rates. They apparently regard the farmer as a sort of 
hermit, or relic of primeval times, who does not care very much about matters 
of commerce or social intercourse, and has no need or desire to use the best means 
of communication.- But the facts in other countries appear to indicate that, if 
the rates are low and facilities ample, the masses of the people do use the tele- 
graph to a very ^-eat extent. The electric current belongs to the people. It is 
one of the great inventions of modern times and it ought to he brought within 
the reach of the people. 

Summing up wo find that for 27 years Great Britain permitted the telegraph to 
remain in private hands; that the companies combined to keep the rates uj) niid 
to destroy any real attempt at competition; that the tariff was exorbitant, the 
service very poor, the lines confined to the more populous districts, the treatment 
of employees such as is usually accorded them by private corporations: that a few 
thoughtful men called attention to the existing abuses and advocated national 
ownership as the remedy; that the chambers of commerce and the press took up 
the matter, and with the help of a leading statesman carried the measure against 
the powerful opposition of tiie companies and the inertia of those afflicted with 
the heart failure of extreme conservatism and public distrust; that the immediate 
results were— 

1. A reduction in rates of one-third to one-half. 

2. A vast increase of business, the work done by the telegraph nearly doubling 
in the first year.after the transfer. 

8. A great extension of lines into the less populous di.stricts, so as to give the 
whole people the benefit of telegraphi(5 communication. 

4. Large additional facilities by opening more offices, locating offices more con- 
veniently, and making every post-office and post-box a place where a telegram 
may be deposited to be taken to the nearest telegraph office for transmission. 

5. A considerable economy by uniting the telegraph service with the mail serv- 
ice under a single control, avoiding useh'ss duplications, using the same offices, 
the same collecting and delivery agencies, and often the same operatives for both 
services. 

0. A marked improvement in the service, throwing comi)laint out of the stei.dy 
occupation she had had so long, the aim of the j>OHt-(»ffi<‘e being service', not 
dividends. 

7. A decided gain to employees in pay, hours, tenure of office, etc. 

8. Unprecedented advantages to the press for cheap and rapid transmission of 
news, at the same time freeing it from the pressure of a ])ower that claimed the 
right to dictate the views and opinions it sliould express. 

9. The development of business and strengthening of social ties, ties of kinship 
and friendship, through the growth of business and social correspondence. 

10. The removal of a great antagonism and the c.e.ssation of the vexatious and 
costly conflict it had caused between the companies and the people. 

Looking at the subsequent hi.story of the English postal telegraph we find— 

1. A further reduction of nearly one-lialf in the average cost of a message. 

2. More than a tenfold increase of business in 25 years, while population 
increased but one-fourth, over 1,000 percent telegraph growth to 25 per cent pop- 
ulation increase. 

3. A sixfold extension of lines and fiftyfold increase of facilities. 

4. A steady policy of expanding and improving the service, adopting new inven- 
ions, putting under ground hundreds of miles of wire that formerly ran over 
houses and streets, etc. 

5. A systematic effort t ) elevate labor. re.sulting in a progressive amelioration 
of the condition of employees in respect to wages, hours, tenure, promotion, privi- 
leges, and j^rquisites. 

0. A good profit to the Government (excluding interest on the water-logged 
capital cost) in spite of low rates, large extensions into thinly populated areas, 
advancing wages, heavy losses through carrying press dispatches wlow cost, com- 
petition of telephone companies in the best-paying part of the traffic, etc. 

7. Satisfaction with the telegraph service even on the part of csonservatives who 
objected to the change before it was made. 
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Comparing the English situation with our own, we find: 


IN ENGLAND. 

Low rates. 

Good service. 

Extension of telegraph facilities to the 
masses. 

Rapid growth; 40 times as rapid as the 
growth of population and 4 times as 
fast as the growth of the letter mail. 

Progressive improvement of labor. 

Harmonious, uninterrupted operation. 

Large popular use of the telegraph. 

A management aiming .selely at serv- 
ing the people. 

Moderate salaries for leading officials. 

No big fortunes from telegi’aph manipu- 
lation. 

Univ(*r.sal satisfaction with the tele- 
graph situation. 

Public monopoly. 


IN THE UNITED STATES. 

High rates (twice as high). 

Poor service. 

Facilities only for the classes. 

Slow growth; less than one-sixth of the 
growth of the English system. 

Progressive maltreatment of labor. 

Big strikes. 

The telegraph an adjunct of specula- 
tion. 

A management aiming solely at serving 
themselves. 

Exorbitant salaries for leading officials. 
The telegraph a millionaire machimi. 

Universal discontent. 

Private monopoly. 


We do not need to imitido England’s mistakes— 

In paying too much for old lines; 

In allowing the telephone to remain .so largely in private hands; 

In serving the pres.s below cost; 

In giving the railways a vast service every year for nothing; 

In leaving the telegraph debt to hang like a millstone around (he neck of 
the department, instead of paying it off from the postal profits or other 
public funds; 

In charging new construction against current income. 

But we may well imitate her energetic adoption of a needful reform, her 
economies, her ])rogressive admini.stration, her care for the welfare of labor, her 
public spirit in this matter of the tch'graph. 

Now, m regard to our own telegraj)}! system. I will take up first the matter of 
watered stock or inflated capital, and the (piestion of rates. 

First, in regard to the stock. The National Board of Trade some years ago 
made a summary, which I can su])ply in detail if yon like. The result was this: 
That $()().()()(),00() of stock repre.simted less than .$l(),000,()0{) of actual value wliicli 
had been issued in the building up of the Western Union; and something like 
$35,00(1,000 of stock, largely stoi'k dividends, which we cjyi not analyze and can 
not tell just how much is solid and what is not. 

The highest estimatii I have seen in any of the legislative investigations as to 
the actual amount of money paid in by the stockholders into the companies that 
formed the Western Union is $1 (>,000 .000. The jdant has been built up out of 
earnings very largely, and money secured on bonds, and by the issue of .stock to 
some extent, I presume. 

The railroad commissioners of North Carolina 3 years ago ( 1807) made an exten- 
sive examination and came to the conclusion that about $5,000,000 was the actual 
value of the Western Union plant above the bonds. The stock at that time was 
about $97,000,000, which would leave .$92,000,000 of water—about 18 of water to 1 
of solid. 

I sent circulars to all the States and got a good many replies, which gave the 
assessed value per mile of line and per mile of wire, and so on; and I also gathered 
together the statements put out in the Western Union reports, and in the various 
hearings by their officials. Combining all the evidence it appeared that the plant 
could be duplicated for 20 to 25 millions, or at the very outside $80,000,000. That 
was 4 years ago when I made that investigation. The data on which my estimate 
was based and the statements of the National Board of Trade may be found in the 
Arena for March, 1800. and in chapter 111 of the Telegraph Monopoly, Equity 
Series (1520 Chestnut street, Philadelphia). 

Since my estimate was made a careful investigation has been made in Ohio 
which fully confirms my conclusions. Under the Nichols law in Ohio telegraph 
companies are taxed on a value ascertained by taking the same proportion of tne 
total market value of the capital stock that the lines in the State bear to the total 
lines of the company. The assessors took the mai’ket value of Western Union 
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stock, subtracted the real estate and the stocks and bonds of other companies 
held by them, and dividing the remainder by the total number of miles of line 
belonging to the company, found the assessable capitalization per mile of line to 
be 88W. This gave ^,016,614 for the 8,272 miles or line in Ohio. As assessments 
in Ohio are at two-thirds value, the Western Union was assessed at $2,000,000. 
The company rebelled and took the matter into court, claiming that the law was 
unconstitutional and declaring that all its property in Ohio was not worth more 
than $647,000; that the average cost of the poles was $1.50, plus $1 more to put 
them up ready for wire; that the wire cost $17.50 per mile and stringing $4, and 
that the total cost was $10.8 per mile of line— poles, wire, stations, equipment, and 
everything. This would give (taking the company’s figures of 190,000 or 200,000 
miles of line, in round numbers) ii total of $20,000,000 as the actual value of the 
whole system, if Ohio was a representative State, as to quality of the telegraph 
plant, and that supposition can not be very tar out of the way. So the evidence 
points very strongly at lea.st to the broad conclusion that there is a good deal 
of inflated vt^lue in Western Union capitalization; just how much I would not 
like to say that I was sure, but a good deal. 

Now in regard to the rates: In this country the average receipts are about 31 
cents for a lO-word message, not including the addre.ss. In several countries of 
Europe the rates are very much less than that. For example, in England we 
have a 12-cent rate for 12 wordti, and in France a lO-cent rate for 20 words. In 
Great Britain, howcwer. and in France also, they include in that rate the address 
as part of the words counted; but the actual result on the average brings the 
telegraph rate in England below 15 cents, showing that the people are able to use 
the telegraph, even counting the address, to great advantage by cutting down the 
words so as to briiig the communication within a very moderate limit. In Bel- 
gium the ordinary minimum charge is 10 cents (for 20 words) and in Germany 
12 cents, in Switzerland 12. Austria 11. and the United States 25 cents (for 10 
words and the address). 





Averag(> 
receipt 
per nuN- 
.sage. 


Great Britain 

France 

Germany. . 
Belgium. . . 
Switzerland . 

Austria 

United Staten 




12 . . 
10 ‘ 
12 .. 
11 .. 


ir>i 

151 


This table was prepared in 1896 and revised about a year ago. The ordinary 
rate per added word in Great Britain was 1 cent, in France 1 cent, Germany H 
cents, Belpum two-fifths of a cent, Switzerland one-half of a cent, Austria 1 cent, 
while in the United States tlie ordinary rat,e per added word is from 2 to 7 cents, 
according to the information given to mo in the Western Union offices. 

Now, whether the rates are too high in this country or not is a qi^iestion that may 
be difficult, as we found the question of railroad rates was difficult yesterday. 
The Western Union officials in their testimony say, in tlie first place, that the dis- 
tances are so much greater— double distances, they say, in this country— an average 
of double the European distance. That, however, hardly seems to explain the dif- 
ference between 81 cents and 15 cents; because, if we take the total cost given in 
the Western Union reports for maintenance and re<jonstrnction and divide that cost 
by the total number of messages, we find that the cost due to distance is not over 
H cents a message, so that hair that cost, or the cost due to excess of distance as 
between this country and European countries, would be only about 1 J cents, which 
of course would not account for the difference in rates. 

The Western Union officers introduced in their testimony tables purporting to 

show rates and distances in this country and Europe 

Q. (By Mr. Phillips, interrupting ) Where would this testimony be given— 
at vanous places or in the city of Washington?— A. In Washington, I think. It 
was a Concessional committee. The Western Union, in its endeavor to overcome 
the force or the tremendous fact that telegraph charges here are more than double 
the public telegraph rates of Europe, made tables of rates and charges to prove 
toeir assertion that the difference was a matter of distance. 
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0nfbrttmately for the Western Union, the Washburn committee oonsnlted geog- 
raphies and telegraph maps and found that the len^h of telegraph routes between 
the cities of Enroi)e was strangely minified in the Western Union statement,, 
while the distances between Amencan cities were mysteriously larger than those 
set down in maps and geographies. Here are some examples: 


From London to— 


Dover 

Plymouth 

Paris 

Reims.... 
Hamburg 
Munich .. 
Berlin.... 



Rome . . . 

Naples 

St. Petersburg 


Telegraph dlstancos. 


Western i 
Union I Truth, 
statement. ' 

I 


Miles. I Miles. 


5G 1 

82 

190 

216 

200 

818 

250 ' 

100 

380 1 

566 

MO 

800 

560 

722 

m • 

958 

750 ' 

1,226 

8.50 

1,319 

950 1 

1,610 

1,160 1 

1,806 


Not one .single distance is correctly stated. It is necessary in nearly every case 
to add at least one-third and often more than one-half of the stated* distance to 
obtain the real distance. The sum of the stated distances was 15,724 miles, and 
the sum of tlie i-eal distances was 22, .578 miles, or almost one-half more than the 
Western Union’s statement. To show the falsity of statements about American 
routes it was not even necessary to disturl) the dust on the geography— the state- 
ment was its own refutation; for exam] )le, the distance from Memphis to New 
York was placed at 2.000 miles, while in other tables ot the same Western Union 
testimony the dislancewas said to be 1.000 miles. So the distance from New 
York to Chicago was placed at 750 miles, and to Galena at 1,400 miles, though 
Galena is only 18,5 miles from Chicago. Substituting the true distances in the 
comparison of telegraph charges in Europe and America, the committee obtained 
very different results from those of the Western Union statement. The rates and 
distances from Paris to thirty-odd cities all ov<‘r Europe were placed in oJie table; 
a similar talde was made with Berlin as a center. For the United States a table 
was made of the rates and distances from Washington to thirty-odd of our chief 
cities having distances almost identical with those in the tables of Paris and Ber- 
lin. The ccmclusion of the committee from these tables, together with the cor- 
rected tables of the Western Union stabunent (rates and distances from Ngw 
York to (11 American cities, and from London to 21) cities in all parts of Europe, 
the cities in each table being chosen by the We.stern Union), was that themfe 
per mile in Enro 2 )e was lesn than half the rate per mile in America. And the rates 
coimmred were for internal traffic in the United States, and for international 
traffic in Europe. The cost of international communication is more than the cost 
of internal communication for an e(iual distance, because the receipts have to be 
divided among two or more nations, each uf which desires nearly or quite as 
much return as for an internal message, and the divi.si<m itself entails additional 
expenses of bookkeeping, etc. When internal rate.s in Europe are compared with, 
internal rates in America, mile for mile, the contrast becomes more (flaring than 
ever; the committee found that the rate per mile in England was less than one- 
third the rale per mile in the United Stateji, and in France less than one-f mirth of 
our rate, mile for mile. 

Q. (By Mr. A. L. Harris.) When wa.s that report made?— A. That report was 
in 1870. Afterwards Postmaster-General Creswell made an examination, and he 
came to a similar conclusion, that the rates per mile in this country were from 
H to 4 times higher than they were under the European public systems, 

G (By Mr. Phillips, ) That was just the year that they took over the telegraph 
in England, was it not? Tliat report was made the year they Wame public 
property jn England— 1870? — A. Yes; that is correct. 

Q. Therefore it would compare them under private ownership, at least so far 
as England is concerned, with private ownership here?— A. No; at the beginning 
of 1870 the lines in England were taken over by the public and the rates were put 
down at once. It was the public system in England that our lines were compared 
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with. In Senate Report 577, part 2, p. 26, Senator Hill, of the Committee on Post- 
Office and Post Roads * • 

. Q. (By Mr. Farquhar.) What year was that?~A. I have not the year. He 
said to Ihresident Green, of the Western Union: “How can you say that your 
system is cheaper when France 8end.s 20 words 2,000 miles for 20 cents, and in 
several countnes of Europe messages are sent for one-half a cent a word ? ” Presi- 
dent Green replied: ‘ ‘ Wlien yommderstand that we pay more than twice as much 
to our operators as they do, and that material, except as to wood and coal, is 
higher, tnero is every reason why it should be higher nere.” You see he shifted 
his ground in two respects. lie had formerly claimed that rates were lower 
here than in Europe, and also that the excess of rates here was due to distance; 
now he claimed it was due to wages. 

Soon after, President Orton, of the Western Union, told the Washburn commit- 
tee practically the same thing, that salaries of operators in Europe were less than 
hair as much as the similar employees receive here. Immediately afterwards he 
gave a table which showed that the French telegraph employees below the grade of 
huia'i'intendent got an average salary of $4K(), and in the same speech he said that 
$2,000,000 was expended for labor by all the telegraph companies in the United 
States; and the committee found tjiat the number of operators was 6,000, so that 
if the whole $2,000,000 went to operators they would only receive an average of 
$883 instead of $860 as would be necessary to make good President Orton’s 
assertion. 

The Tenth Census, volume 4, gives the average salary of telegraph employees 
in Great Britain as $:160, and it lias since risen above $400. In Germany the aver- 
age was $300, and it is now stated as $14(> in a recent English work. The average 
for European countries was $320. That was in 1880. In 1883 th(‘ president of the 
Western Union told the Blair committee that “ the aggregate salaries from presi- 
dent down are between 4 and 5 millions a year,” This was in the Senate investi- 
gation on labor and capital, voluim^ I , page 001. He also stated that the number 
employed and paid by the Western Union Company was about 25,000. which 
would make the average salary $200 to the tehgraph emidoyee in this country. 
European telegraph wagi's an* 60 per cent higher on these facts tlian telegraph 
wages here, while our wages in general, taking other industries into account, are 
50 per cent higher than in Europe. 

The Western Union officials also say in their testimony that the work done per 
employee is greater hen*; that tin* efficiency of labor here is greater; they say that 
it is double. The Tenth Census givi's data which show that there were 1,37() mes- 
sages per employee here and 1,180 in Europe. That does not show “double” 
work here by any means, but comes nearer to the Western Union statement than 
might be expected by oTie familiar with their methods. The larger number of 
messages here per employee is partly due to tin* longer hours, and to the selection 
only of the more populous districts through which to run Western wires, so that 
the assertion as to efficiency is not wholly 4o tln^ credit of our system. Probably, 
however, our efficiency is sonu'what greater oven in the telegraph system in spite 
of the lower average pay, 

Bpt I would like to call attention to the fact that if, as on tlie Western Union 
testimony would be the ca.se, the efficiency of their labor is twice as great as that 
of Europe and if, as investigations bring oiit clearly, the wages are found to be 
lower here on an average than in Europe, they ought to be able, so far as wages 
are concenied, to furnish telegraph services at lower rates here than in Europe, 
more than balancing the difft'rence in distance, which, as J .said, was only a cent 
and a half, so that upon Western Union data they ought to make the rates here 
even lower than they are under the European system. 

In reply the Western Union is likely to .say, and has said—there is a deficit 
under the public systems of Europe. It is true that a deficit has appeared in 
Great Britain, but it has not appeared so far as I am able to ascertain in the other 
systems. The returns of the telegraph and telephone systems are merged, so it is 
not possible to tell certainly whether the telegraph alone makes a profit, but the 
two systems together do make a profit in Belgium, France, and Germany— a very 
material profit. 

The value of these Western Union statements may be estimated perhaps by 
recalling the fact that one of their presidents said that governments never made 
any profit on anything, whereas we know that Prussia is making $75,000,0(X) a 
year on her railway system, net profits turned into the treasury; the British post- 
office is turning in some $16,000,000, and many other countries are making large 
profits on their public industries. 

I would like to give here a conversation which occurred between the president 
of the Western Union, Dr. Green, and the Blair committee, and which will be 
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fonnd in the Blair Report of 1885, Senatp Committee on Education and Labor, 
volume 1, page 875: 

“ Q. What is it that causes the great disparity between your rates and the rates 
charged between England and the Continental countries? 

“ Green. I think a good deal of it grows out of the conducting of a commercial 
business by the government and the conducting of the same business by individual 
enterprise. 

“ Q. Do you know of any other cause to which the difference can be attributed? 

“Green. No, sir; .salaries are much lower there than here. They pay .much 
less for the service tlian we do. 

“ Q. Is the telegraph a source of revenue beyond expenses to the governments 
abroad? 

“ Green. I do not know of any government that has ever made any profit out 
of the telegraph.” [Very extensive knowledge.] “ The Biitish post-office sy.stem 
claim to be making about expenses, but they get large ap{)ropriations every year. 
They claim, liowevi'r, that those appropriations are for the extension of the plant, 
the construction of new line.s. 

“ Q. They must do much le.ss business there than is done in this country in pro- 
portion? 

“Green. No, sir; they do a larger busines.s in proportion to the amount of 
wires they have tlian we do in projiortion to our wires. 

“ Q. Then, if they are floing a larg(*r basiupss with cheaper labor, and are 
receiving much higlu r prices than you leccdve, why should they not mak(‘ money? 

“Green. Well. I do not know why; but .somehow governments never make 
any money out. of anything. 

“ Q. You state the tact, as you muhu’stand it, but you do not feel called upon to 
account for i1 . 

“ tiREEN. I do not feel called upon to account tor it.’’ 

I do not think in all the hi.story of cros.s-(‘xamination a witness was ever tangled 
up any more beautifully and brought to a clearer rrdiiefio (vl almmlum. than in 
that I'xaminatioii. 

Now, as to the deficit in England. In the fir.st plac<; England paid 4 times the 
fair value of the lin(‘.s— an exa.m])le whhdi we ought not to follow; in the second 
l)la(.‘e she pays high wages; and in the thiid place she has beim burdened by great 
compel it ion of the telephom*; in the next place the Governim'nt is not aii'aing at 
profit at all, but at the develo])iiient of thecountry, as 1 said yt'sterday'-the devel- 
oinmnt of other indu.stries, bu.sine.ss in gtaieral, social intercourse, etc., and they 
got. even on the financial basis, very large returns- far greater than any expon- 
enced deficit— from the superior dei(do])nient of the industnes of the ‘country 
through low rates. Tliey have 2 t('h*grams per capita to 1 in this country. 

Q. {By Mr. Philirps.) Please state whether they creat('d a sinking fund an^ 
have liquidated the purcha.se money yet. or is it still bonded?— A. It is still a 
funded debt, still bonded. 1 think they niad»^ a mistake^ in that, in not u.sing the 
great profits of the postal sysb'in, of winch the telegraph is a part, to jiay off the 
telegrat)h d(d)t, and .so reh'ase it from that burden. It is just as absurd, it seems 
to me, to keep that debt ami turn in a large ])ostal iirofit, as it would be to keep a 
debt on mail boxes or pneumatic tubes It is a part of the postal service and 
ought to be paid for with po^tal profits. 

Therti is another point. Telegraph experts in England told the inventor, P. B. 
Delaney, according to his testimony, that if the expen.ses were iiroperly divided 
between the postal system and the tele^-apli— the mail system proper, I mean, 
and the telegraph — tln^re would be no deficit, in syite of the tremendous interest 
on the overgrown debt. Tbev say that the postal authorities are anxious to make 
a strong showing for the mail department as compared with former records and 
that they are not quite fair in the division <jf expenses. How slight a change 
would account for all the difference can be seen when it is stated that a 2 per cent 
variation in the division of expen.ses between the mail de])artment and the tele- 
graph would more than cover the deficit. The very low raters to the press, carry- 
ing large masses of press matter at 9 cents per 100 words, is another element that 
must be considered, and the free service to the railroads, so that in reality I do 
not think much weight can be placed on the Engli.sh deficit. 

John Wanamaker in 1890 made some investigations, which he told me person- 
ally resulted in his judgment that a uniform 10-cent rate 

Q. (Interrupting.) When he was Postmaster-General?— A. Yes. He told me a 
little while afterwards that his investigations had led him to believe that a uniform 
10-cent rate in this country with the postal system would lie remunerative and 
cover all cost. 
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We may gee from the example of a little line between Milwaukee and tuicago, 
put in some years ago, how excessive our rates are in some instances. That com> 
pany made at first a 10-cent rate, and paid back from 30 per cent to 40 per cent of 
the receipts to the patrons of the road after paying a large interest (7 per cent) 
on the capital. Subsequently they reduced tWr rate to 5 cents, or half -cent a 
word, and still paid back from 26 per cent to 40 per cent of the total receipts to the 
patrons of the company, although they had doubled their stock, making it half 
water. There is a vast. mass of facts which go to indicate that our rates are high; 
that is one of the most interesting perhaps. 

The treatment of labor by our telegraph system is, I think, one of the most 
objectionable features of the management. According to the testimony of tele- 
graph employees in various investigations and Congressional hearings, a sys- 
tematic policy of reducing wages has been pursued by the telegraph monopoly. 
They have put boys to work in the offices to learn the business, and then if the 
operator resigned or moved away or did not prove satisfactory, or if for any 
other reason nis office became vacant, they would offer the place to this young 
student or apprentice at $5 or $10 less than the salary formerly paid; and in that 
way and in other ways tliey have reduced the wage so that, according to the tes- 
timony, it was reduced 40 per cent from 1870 to 1883. 

The great strike of 1883 throughout our telegraph system was largely due to 
the low wages and long hours. They asked for an increase of pay of 16 per 
cent and for 8-hour work, and no salary lower than $50. These reciuests, mod- 
erate as they were, were refused, and the great strike was fought out at a cost 
altogether of over $1,000,000, and after the strike, acconling to Western Union 
testimony, the result was that the company was able to get about one-third more 
work out of the men for the same pay. The hours of operators are in many cases 
very long, the work is very trying, and tliey are apt to bo affected by consumption 
and other diseases— unable to (jontinue many years under the strain. 

Q. You have no knowledge of how many are male employees or female?— A. 
No; I have not the difference. 

They also blacklist their employees, I understand from the workers, so that 
the man who meets with their disapproval is practically unable to get emplov- 
ment in the country. They try to shut out the unions of the men, and they even 
deny them the privilege of petition. Tlie men say that the leaders in presenting 
a joint request for amelioration of conditions, if found out, are almost sure to 
be discharged from employment. 

The profits of the system may be realized from a couple of statements. Post- 
master-General Wanamaker in 1890 found that early investments in Western 
Union stock had received an average of 300 per cent cash dividends p«*r year from 
1858 up to that time (1890). and 150 per cent a year in stock dividends besides. 
In 1858 the capital stock was $385,700. From 1858 to 1866 the stock dividends 
were $17,811,140 and the cash dividends $4,156,340, a total of $31,967,880. The 
annual earnings were $3,745,930. The cash dividend.s in that period were 100 per 
cent a year and the total dividends 700 per cent a year. These figures constitute 
another proof of high rates. Excessive profits prove that charges are exorbitant. 

Our telegraph facilities are not what they ought to be, because private monopoly 
naturally and necessarily limits itself to re^ons that will pay, whereas public 
ownership tries to give the whole people the benefit of the service. 

Poor service is very strongly brought out sometimes by such experiences as 
these: Several cases are in evidence where persons before going on a railway 
trip have telepaphed to the friend they were going to visit that they were com- 
ing-telegraphed sometimes 3 or 3 hours before they started— and yet they have 
been able to travel hundreds of miles and get to their place of destination before 
the telegram. I recently had that sort of experience myself. I telegraphed from 
New York City to Philadelphia, and half an hour later I took a train and went to 
Philadelphia; naif an hour after I ^ot to the house my friend received the tele- 
gram saying I was coming. That is simply one of many illustrations that our 
service is not what it ought to be; 

Professor Ely and former president Walker of the Institute of Technolo^, and 
many other men who have traveled extensively in Europe, have told me that tibe 
service in Germany and Great Britain was in their judgment greatly superior to 
our service except where speculative telegrams are concerned. Instead of being 
an advantage, that is in my judgment a fault of our system, that it discriminates 
in favor of speculative telegrams, even setting aside, according to the testimony, 
not only social messages, but Government business, and violating the law in so 
doing, in order that speculative messages shouldgo first. 

Postmaster-General Wanamaker accuses the Western Union of having- bought 
up and shelved, or 'otherwise suppressed, 16 inventions, instead of giving the 
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country the benefit of everjr improvement, as a public system would be likely to 
do. The tendency of the private monopoly is to adopt only those inventions which 
improve the service and also increase present profits. If an invention, no matter 
how great the improvement may be, will make their present investment practi- 
cally valueless so that they will have to rebuild the system, they are apt to try to 
repress that invention and keep their capital intact until they can wear it out and 
get all the service out of it. 

The company goes into politics to a certain extent. It has distributed favors 
among various legislators and among Congi'essmen, and Western Union testi- 
mony 18 explicit to the benefits they have received. Long ago the president of 
the Western Union said: 

“The franks issued to Government officials constitute nearly a. third of the 
total complimentary business. Tin? wires of the Western Union Company extend 
into 37 States and 0 Territories within the limits of the United States, and into 4 
of the British Provinces. In all of them our property is more or less subject to 
the action of the National, State, and niimicipai authorities, and the judicious 
use of complimentary franks among them has been the mean^ of saving to the 
company many times the money value of the free service performed.” (Western 
Union i-fiport of 1H73. See also Wananiaker’s argument, p. 1(54; Postmaster- 
General Creswell's report, l<S7o. p.4l).) 

The passage is constantly cited by writ(*rs and spcsakers dealing with the tele- 
grapli, Ix'cause of its astounding nat ur(‘ and implications. I have It on the authority 
of one of tlio most distiiiguislnMl members ot the United Stat(‘s Senate that “books 
of telegraph franks are tendered to every Senator and Memlier of Congress, and 
most of them acc(*pt the favor. ” The comi»any confesses it has received large bene- 
fits from this distribution of favors, and some of us have tliought perhaps the 
reason Congress has not be<‘n more alive to this (picstion and lias not passed laws 
asked for by petitions, signed in some instancies by as many as 800, 000 voters and 
backed up by some of the strongest num iii the country— tliat the reason maybe 
that they do not want to get rid of a system under wliich they can do their tele- 
phoning free and come to a system where they would have to pay for their own 
jirivate telegrams at any rate, and to a system under whieli they would get no 
profits on telegraph stock. Perliaps 1 am unjust to Congress; I liope I am. but it 
18 a little difficult to see just what inlhience could withstand tlie miormous pres- 
sure of thought and business interests luougdit to ])ear by John Wanamaker, for 
example. He told me he was the most disappointed man in the country; he 
expected fully to pass his bill, but found he could not.' 

METHOD. 

N ow , this nuestion of method: A publii* plant may be secured in many cases, or in 
all cases, probably, without a dollar of taxation. This can 1 x* done in two or three 
ways. The Government may, in giving a franchise, jmt into it a clause that at 
the end ot the term — 20 or 3i) or r»0 years — it shall ht'come ]»iiblic property free of 
debt. That has been done in France and in Italy and to some extent in Germany 
and England, I believe. Another way is for the Government to issue bonds and 
pay off these bonds out of the earnings of the system, as is being done by-the rail- 
roads in Bedgium. Germany, and Austria-Ilungaiy. Another ])lan, which is espe- 
cially applicable to municipal monopolies, is for a group of citizens to advance tlie 
capital and make the plant a public one, but worked under a lease so that the 
operation is governed by the private parties and the city together— a copartner- 
ship — until the capital is paid for out of the earnings, at which time the system 
becomes completely public. Thi.s jdan has been adopted in Springfield, 111.— sub- 
stantially this method— -with the electric plant with very good results. 

A more serious question relates to tlu? method of procedure in taking over a 
private plant or a part of it, and also the question as to construction or purchase. 

In reference to the telegraph, I believe tliat a goo<l method would be to begin by 
offering to purchase a few of the chief lines if the companies are willing to sell at 
a reasonable valuation; if not, the Government, under its constitutional power 
to build post-roads, should construct lines joining some of the main centers and 
gradually extend the lines, making reasonable rates, but not the lowest rates, not 
to cut the bottom out from under the company completely, simply to bring a little 
pressure to bear, and then do as the Pru.s8ian Government did with the railroads; 
say to. the company: “Wo will buy your.lines one after the other if you will put 
a reasonable price upon them; if not, we will anply comiietition and continue to 
construct, till you are ready to sell at reasonable figures what we may wish to 
biy.” 

In reference to the railroad system the same method might be adopted, but it 
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dawacter of the present system. Therefore I believe the } >ractical plan there, when 
public sentiment is ready for public roads, will be to buv out one or two great 
systems—one great system, perhaps, from east to west— and then make reasonable 
rates and simple tariffs and gradually absorb the other systems on the same plan 
that Prussia aid and as New Zealand is now doing. 

As steps preliminary to construction or purchase, investiption- and publicity 
are of the utmost importance and every effort should be made to bring the inner- 
most facts in regard to these great monopolies to the knowledge of the people. If 
a law could be passed which would open the accounts of all corporations to pub- 
lic inspection, I think it would be of very great benefit; and if a competent expert 
could be sent out, some officer of the postal system, as was sent in Great Britain, 
or some man of acknowledged ability and impartiality could be sent to study 
other systems and our system and make a scientific colorless report— no propa- 
ganda matter in it whatever— in regard to the conditions of labor and service, and 
so on, in the railroad, telegraph, and telephone .systems of various countries, I 
believe it would be of great benefit, as it was in England. What we want is 
light; and with light 1 believe the public spirit of the people and the intelligence of 
our ledslators can be relied on in the end to produce true results. 

Q. (By Mr. Clarke.) Before you recapitulate I would like to ask one or two 
questions. In Europe do the piibiic-owned utilities set af^ide a percentage of gross 
earnings for depreciation to ])rovide for renewal of plant?— A. It is just the same 
as with our private companies here— some do and some do not. In the Belgian 
and German systems they are very careful indi'ed to cover depreciation . In many 
of our own— take the Massachusetts companies, that I am most familiar with— 
very many of them do not allow anything for de])reciation at all, and it is the 
same way with some public plants. My experience is that the public plant is a 
little more apt to make provision for di'preeiation than the private monopoly. 

6. You beiievd it should be done?— A. Certainly. 

Q. Now, in regard to the basis of capitalization on wbiiih you take over the 
properiies of corporations, do yon recognize that the securities of corporations are 
in the nature of a contract ludween the company and the holder of the security?— 
A. Yes; I am in favor of being very liberal on account of wliat I understand 
to be the doctrine of estoppel. The companies have in many cases violated not 
only law but common honesty in inflating their capital; in other instances the 
inflation is not morally repreht'usible. In the fir.st class of cases there is strong 
argument in favor of those who think that that .sort of inflation should be cut out 
in spite of the fact that the sto(‘k and bond.s may have come into comparatively 
innocent hands. They say there is no such thing as an innocent purchaser now- 
adays, because everybody knows that thes(! fraudulent stock issues have been 
made. I think, however, as thq change is to be made for the public benefit, the 
burden of tlie change should fall on the whole people who are to reap the benefit, 
and not on any class, especially as that cla.ss, howewer much to blame they may 
be, have been encouraged in their action by the silencer and ac<iniesceuce of the 
public. In a democracy it appears to mo that if the people stand by and see a 
railroad issue stocks, and take nomeasni’es to prevent it, they ought to stand the 
consequences of that stock getting into the hands of men who buy it for good 
money in the open market. 

<^, Then it is your belief that any law enacted by Congress or a State legis- 
lature for making these corporate properties public utilities, should take into 
consideration the constitutional provision against impairing the obligations 
of contracts?— A. Certainly; but that is not the point I am dealing with. I do not 
think our governments are bound legally to pay for inflated values. I place my 
ar^ment upon the moral obligation of the people; as they have allowed this 
thing to go on they ought to share the consequences, and not shuffle them off now 
that they have got their eyes open a little more, and make these consequences fall 
on one class; but so far as the legal rights are concerned, I think the Gfovemment 
has a perfect right to build a line, and, in fact, it has been held by the Supreme 
Court of United States that the Government has a right to build a briage or 
rj^lroad right alongside another, and take away its value completely, if they 
choose to, unless an exclusive franchise has been granted. We have a right in 
^at way, or by legislative regulation of rates, to squeeze the water and wind out 
of these overgrown capitalizations, but I am not in favor of doing that to any 
severe extent. I think we ought to stand the consequences of a system that we 
have ourselves permitted. 

Q. (ByAIr. A. L. Harris.) If a railroad company has $100,000,000 of common 
stock and that stock is only worth 20 per cent, you would merely undertake to 
ray the value of the stock and not the inflated value?— A. The market value. 
That is the rule of law, that we should pay the market value. 
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Q. That, then, would reduce the value of the railroads that the GFoveniment 
would have to pay much below the 11 or 13 billions of face capitalization?- A. 
Yes. To make my idea a little clearer, let me go back to Vanderbilt’s time. When 
he increased the Hudson stock, I believe a true public spirit would have prompted 
men to protest immediately in the courts and before the legislature and try to 
stop that thing before the stock got into the hands of innocent purchasers. If 
the TOople had done that and followed up that iiolicy consistently, I believe they 
would have a good right to claim that they should buy the roads at their actual 
value, but as they dia not do that and as practically the whole country by inac- 
tion has acquiesced in that system, it seems to me it is not fair to turn around and 
say: “We have stood by and let you issue a lot of extra stock, and men have 
bought and paid for it, in many cases without means of knowing whether it 
represented value or not, but we ve come to the conclusion, now that we want to 
buy the roads, that this won’t do, and we’ve determined to knock the bottom out 
of the whole thing and pay only actual value for the roads.” 

I disaCTee in that, however, with most of my friends. Even Professor Bemis 
thinks I am too conservative on that point. He believes the water ought to be 
squeezed out. He advocated that the Boston and Albany should be purchased 
by the State at $27,000,000, as they had the right to do under the charter, although 
they had allowed a process of accretion to bring the capitalization to about 
$65,000,000. I do not think that would be fair. I think it would be wrong; we 
have a legal right to do it, but not a moral right. 

Mr. Phillii*s. Have you anything further to state. Professor, by way of con- 
clusion? 

The Witness. Only that I think the line of least resistance in industrial prog- 
ress in this country at the present time is to work for public ownership and the 
cooperative organization of municipal monopolies, such as electric light and street 
railways. The movement for municipal street cars is very sti’ong in Detroit and 
in Chicago, and in some other cities there is a vigorous sentiment in favor of 
public telephone exchanges and such things as that. I do not think it is advis- 
able that national railways should be attempted until the growth of sentiment in 
this country is very much stronger in favor of it, which constitutes a powerful 
reason for putting forth every effort to enlighten the people upon the enormous 
benefits of a well-managed system of public railways in order that we may develop 
as soon as possible the conditions that will make it wise to establish public owner- 
ship and operation of our railroads. On the other hand, I do not see any reason 
why the manifest duty of Congress, under the Constitution, to provide the best 
means for transmission of intelligence should not at once result in taking the 
first steps toward the establishment of a system of postal telegraph and telephone 
communication. 

(Testimony closed.) 
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TESTIMONY OF MR. ALBERT B. CHANDLER, 

Of the Postal Telegraph Company, No. 253 Broadway, New York. 

Fanjuhar presiding. At that time 
Mr. Albert B, Chandler, of the Postal Telegraph Companv, appeared as a witness 
and, being duly sworn, testified as follows: 

. S' (By Mr. Farquhar.) You will plea.se give your name and address and offi- 
cial ^sirion to the stenographer.-A. Albert B. Chandler, No. 253 Broadway, 
New York. I have been president of the Postal Telegraph Company for 15 years, 
and am now chairman of the board of directors. 

Q. (By Mr. Clarke.) Will you please give us a concise history of the organi- 
zarion and development of the Postal Telegraph-Cable Company?— A. The Postal 
lelegraph-Cable Company is a reorganization of the original Postal Telegraph 
company, and has been 15 years under its present organization and management. 

SJ. You may give, if you please, a statement as whether or not any other 
compames entered into it.— A. In its development it has acquired quite a number 
companies that had been built up between the years 1860 and 
^ n m P*‘0P®rty is chiefly of its own construction. 

Q. Were those other companies local, or did they aim to do and undertake to 
do a general telegraph business?— A. Several of them were of sufficient extent to 
say that they were doing a general telegraph business, but they were all local— 
that 18 , none of them were extensive, none of them covered any considerable por- 
tion of the country. 

16a ^13 



INDUSTRIAL COMMISSION: — TRANSPORTATION. 


in 


Q. When were the Postal Telegraph Company and the Commercial Cable Com- 
pany united?— A. They have from the first been in very close alliance, under con- 
tracts of connection. They have been substantially one property since January, * 

Q. We shall be pleased to have yon give the capitalization of the company in 
bonds or stock, if both classes of securities have been issued, and also its mileage, 
number of offices, number of employees, etc.— A. The capital stock of the Postal 
Company was, at the time of the acquisition of the property by the Commercial 
Cable Company, exchanged for bonds of the Cable Company. The Postal Com- 
pany has never issued any bonds; that is, the present Postal Company. What we 
term the land-line portion of the property is now represented by the bonds issued 
by the Cable Company in exchange for $20,000,000 of stock that had been issued 
previously and for property since acquired. The total amount is $20,000,000. 

Q. That is, of bonds?— A. Yes, sir. 

Q. (By Mr. Farquh ab.) Is the whole capital stock in bonds?— A. Yes. On the 
land-hiK^ properties there are no shares of stock outstanding, excepting that the 
land-line system consists of nearly 40 different corporations, and in many of these 
corporations the entire capital stock is not owned by the Postal Telegraph-Cable 
Company, nor by the Commercial Cable Company. 

Q. In what shape is the capitalization of the Cable Company?— A. That is in 
stock. 


Q. Do you include that stock in your $20,000,000?— A. No. I would like to be 
excused from answering for the Cable Company in respect to any of its affairs, for 
the reason that the organization is absolutely separate from the land lines. It is 
a trans- Atlantic property, and although its business is closely related to the land- 
line business, any inquiry made re.specting it should be made of an officer repre- 
senting that company. 

Q. What interest do the bonds carry?— A. Four per cent. 

Q. Can you state anything with respect to your dividends?— A. The Postal 
Company earned and paid 4 per cent dividends previous to the sale of its property 
for a comparatively short time, and it has earned the interest that has been paid 
by the cable company on the bonds since. 

O. Have you any sinking fund in connection with it?— A. No. 

Q. Have you a cumulative feature in your interest bearing?— A. We have not. 

Q. Any debenture bonds?— A. No; the bonds are mortgage bonds. 

9 . Do these bonds cover simply the whole property, or do they also cover fran- 
chises or patents?— A. They cover whatever the company has acquired, and the 
company’s acquisitions have been not only in physical properties, but in fran- 
chises, patents, and a variety of requisites for carrying on the telegraph business 
that have cost money. 

Q. Your bonds cover what vou might call good will or the working franchises 
of your company? -A. Yea; they cover everything that belongs to the company. 

Q. (By Mr. Farquh ab). Is this alliance with the Cable Company in the form of 
contracts or in material and ownership of lines, or is it simply in control of it?— 
A. It is simply in control of it. 

Q. Have you used the surplus earnings of your company in extending your 
lines?— A. Yea. Our surplus earnings have been used m part to build up the 
system. The company did not begin the payment of dividends until April, 1896. 
It is impracticable now for us to ascertain accurately the amount or surplus 
earnings that have gone into the property. 

Mr. Farquhar. It would be interesting to know how much surplus earnings 
have entered into the extensions. It would save people afterwards thinking there 
was a covering in the matter that had not been brought out by the commission 
itself, and from your annual reports it would be easy to summarize how much 
surplus went into extension. 

Q. (By Mr. Clarke.) In brief, was the company paying dividends when you 
became connected with it?— A. Very far from it. It was operated at very heavy 
loss. 


Q. What is the present extent of the property and amount of business being 
done?— At the close of last year our mileage, poles and cables, not including the 
Atlantic cables, was 26,042 miles, and the wire mileage, 169,236; the number of 
offices, 2,781 . The number of messages transmitted last year was 1 6,628,444. This 
refers only to the property of the Postal Telegraph-Cable Company, and does not 
refer to its Canadian connections or any other of its connections, nor to the 
cable service. 

Q. (By Mr. Clarke.) Can you rive the average rates per message?— A. The 
day rates for messages of 10 words, exclusive of date, address, and signature, 
range from 20 cents, applying locally in a few cities, to $1, applying between the 
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extremes of the Atlantic and Pacific coasts. The average amount received per 
message by che Postal Company during the year 1900 was 34.2 cents. 

Q. (By Representative Otjen.) Can you give States or localities in which your 
lines operate?— A. We cover the country pretty fully from Maine to Oregon and 
California. 

Q. It would be substantially correct if you said you covered the whole United 
States?— A. Almost all of the commercial centers ot the United States are reached 
by our system now. There is no very considerable city that is not in communi- 
cation with us, and our business may properly be said to be interstate business. 
I do not mean that there is not a great deal of local business within the States; 
what I mean is, all offices accept business for any State. 

Q. (By Mr. Clarke.) Is your business competitive in all these places with the 
Western Union?— A. No. We have a good many offices at places where the 
Western Union has none; that company has a great many more offices at places 
where we have none. In the whole system, including Canadian lines and all 
others with which we “check direct,” as telegraphers sav (we check direct with 
offices that are not our own under contract relations, and tliey check direct with 
us), there is no transfer point at which bu.siness and tolls are divided, and mes- 
sag<‘s go tlirough as on one line, yet there is a division of tolls out of our whole 
system reckoned in that way which adds largely to our number of offices. There 
are a little over a thousand offices that are not reached by Western Union lines. 

Q. In places where both companies have offices is your tnisiness competitive?— 
A. It 18 essentially so. 

Q. Have you any understanding or agreement with your competitors in regard 
to a divi.sion of business or in regard to the method of conducting business?— A. 
We have no agreement or understanding with the Western Union Company with 
reference to any division of bu.siness. They have no interest in our company, its 
property, or its business, and we liave no interest in theirs; but we have an under- 
standing with them respecting rates and respecting certain methods of competi- 
tion, the giving of rebates, and things of that kind, that are equivalent to paying 
for the obtaining of business. We aim to put an end to that form of wasteful 
competition. 

9. What had been the practice concerning rebates and other forms of cutting 
piior to this agreement?— A. Such methods had prevailed to a very large extent 
previous to 1888, to a very injurious extent to all concerned. At the time such 
understanding was had a large number of rates were reduced, long-distance rates 
particularly, and the very low rates— 10, 15, and 20-cent rates— that had been 
established by the various smaller competing companies were done away with, 
it having been well ascertained that tne more business done on that basis the 
worse for the doer of it. 

Q. Who had been the principal beneficiaries of the cutting, or the rebate, or 
whatever form the competition took?— A. The commercial public, chiefly. Of 
course the general public benefited to a certain extent, but large commercial 
hou.ses were the chief beneficiaries of that system of conducting business. 

Q. Were they generally commercial houses or brokerage houses?— A. Both, and 
under the system of rebates the meanest would get the largest favor. That may 
not be a very graceful way of putting it, but it is a fact. 

Q. That is to say, the man who was most enterprising in pushing for the 
reduction?— A. The one who insisted on having the largest rebate that could be 
allowed, or else he was “ going to give his business to the other company.” 

Q. Since this understanding all that has been done away with?— A. Practically 
all. It is not the intention of either company to allow anything of that kind to 
happen. 

Q. Thereby a small customer is as cheaply served as a large customer?— A. 
Just the same, and that is a point which perhaps people not acquainted with 
the telegraph business might understand by an explanation better than they can 
if they never have given it any thought. It is not exactly like currying letters 
or carrying freight, by which you can carry a car approximately at the same 
price as you can carry half a car, but in the transmission of telegrams the facili- 
ties are used exactly alike, for every message of equal length takes exactly as 
much time of the operating service and as much use of the line as every other mes- 
sage of equal length. There is a limit to the capacity of wires, and carrying 
messages, therefore, is not the same as carrying on a business on the plan of 
wholesale and retail, which has been often urged. 

Q. In this connection, concerning unfair advantages, I would like to inquire 
to what extent the free-frank privilege prevails in your company.— A. To a much 
le^ degree than has been true of other companies, and still it prevails to a con- 
siderable extent in our company— unfortunately, to a growing extent. The nuin- 
ber of people who like to avail themselves ot that privilege grows with every 
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year. Originally franks were only given in our service under contract relations 
involving reciprocal service. They are now given in case of quite a cood many 
public men who think they are entitled to the free privilege. I do not know why, 
out they seem to think so. 

Q. Do you give franks voluntarily or only when they are asked for?— A. I do 
not think I can answer that question by saying that either is true in every 
instance. In the main, our franking privilege is extendea upon application. 

Q. (By Mr. A. L. Harris.] When you say you give franlcs to public men, do 
you mean members of State legislatures?— A. They are about as eager as anybody 
else in their pursuit of franks. 

Q. (By Mr. Parquhar.) Is the franking privilege usually extended to members 
of Congress?— A. For quite a good many years the Postal (Company never issubd 
a frank to a member of Congress because he was a member of Congress. There 
were some members who were connected with railroad service or with some 
other business with which we had reciprocal relations which entitled them to free 
service. At present, perhaps under the necessity of meeting our great com- 
petitor, as much as for any other reason, and on account of applications, for another 
reason, there are (piite a large number of members of Confess who hold franks 
of the Postal Company. 

Q. Does the privilege extend down to members of municipalities, aldermen, 
mayors, and judges or the courts?— A. To a considerable extent; not everywhere; 
not to all, but to a considerable extent. 

Q. (By Mr.,CLARKE.) Do you have to get franchises or privileges from cities 
or towns for the erection of poles, etc.?— A. Yes. It is now, I think I may say 
universal, that in going through any city or town we have to acquire a franchise. 
Of course we always hud to obtain a right of way; but now it is the practice to 
require a formal franchise in every incorporated city or village, for they under- 
take the regulation of telegraph affairs to a greater or less extent. W e claim that 
under the post-road act of Congress of 1800, and the amendments thereto, a 
municipality can not prevent our erecting poles and wires in the cities, but can 
only regulate the construction. Practically, however, the difficulty of obtaining 
an ordinance from the municipality for the construction of our lines is as great 
as though we obtained an entire franchise from the municipality. 

Q. Do you have to pay for these contracts, franchises, or privileges?— A. The 
manner of acquiiing them varies about as much as the number of places we go 
through. Hardly two are alike, and in one way or another they have to be paid 
for. Our preference is to pay a reasonable concession to the city government; 
that is the preferable way of dealing with it, and let that end it. 

Q. But does that end it?— A. Unfortunately, it does not always end it. 

Q. Do members of the city government have to be seen personally?— A. I have 
never seen any of them personally, sir, and I do not know; not in the way you 
use the word “ seen. ” 

Q. I used the word in a perfectly innocent sense— whether they had to be con- 
versed with in order to get their consent to hold a meeting, to pass a vote, or any- 
thing of that sort.— A. It is very common to make our wants known and to 
explain our purpose and the extent of our use of the public highways or other 
privileges, and make it understood that we are trying to do good and not harm, 
and are willing to pay what is reasonable, right, and proper to the municipality 
for it. We endeavor always to remove all reasonable objections to our extension , 
to place our poles where the city engineer or city officers desire them to be placed, 
and generally put ourselves in accord with the city authorities. We can’t always 
do the business vrith such harmony and under such conditions as we would like to. 

Q. (By Representative Otjen.) Do you meet with any opposition coming from 
the competing companies? I mean in obtaining franchises through municipali- 
ties.— A. ^metimes we have done so. I can hardly say that at the present time 
there is any opposition of that kind, unless there should be some question partic- 
ularly interfering with their own route. There has been some conflict in regard 
to interference with each other’s lines, but we take good care to avoid all conflict 
of that kind, and it rarely happens any more. 

Q. (By Mr. Clarke.) Do you keep any account in your company of the busi- 
ness value of the franks that you give?— A. Yes. 

Q. Are they given in such a way that you know exactly how much you are out 
of pocket by means of that or how much they favor the man who receives them?-^ 
A Yes. The account is not as accurately kept as that of paid messages, but it is 
intended to be a substantially accurate account. Our franks that we call com- 
plimentary are issued in the form of books of stamps, something after the style 
of the postage stamp, each stamp covering a message of 20 words or less, and an 
additional stamp for additional words. We have certain franks that are issued 
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in the form of cards for some special reason, chiefly to railroad officers, and of 
these an account is also kept. I am happy to say that a large proportion of people 
using our franks treat them very reasonably and fairly. Sometimes people like 
to telegraph on trifling affairs and send very long messages when perhaps letters 
ought to oe sent. 

Q. (By Representative Otjen.) You spoke of dving franks to public men, 
public officials; do you also ^ve franks to people doing private business not in a 
public line?— A. To a very limited extent; that is done as a matter of reciprocity; 
sometimes in payment of rent, sometimes in payment for pole privileges, rights 
of way, and other things of that sort. Sometimes we pay for what we acquire by 
the issue of franks instead of by paying money. 

(^. (By Mr. Kennedy.) Do you give them to editors of daily newspapers or 
thmr representatives?— A. Newspaper correspondents and newspaper proprietors 
to a very considerable extent have the franking privilege. 

Q. (By Mr. Clarke. ) They also have a special pre.s8 rate for news messages?— 
A. Yes, their rate is different from the commercial rate, but the rates are alike 
for like service. There are several classes of newspaper service, and the rates are 
uniform for each class of service. 

Q. On what principle are those franks extended to newspaper men?— A. They 
are constantly with us. It is a matter of accommodation; it is a privilege that 
has grown up by long years of practice, and in the main I think is discreetly 
used. 

Q. Do you give franks to other large customers?— A. No, not for the purpose of 
securing their business. That is another evil like rebating; that would be simply 
another form of rebating; we do not undertake to do that. 

Q. Is it on the principle that the representatives of the press are in a sense 
public men that franks are given them?— A. Hardly that. A good many of them 
are old telegi’aphers; a good many of them have been personal friends of the offi- 
cers, and they come in contact with us in a different way from what the general 
public do. The practice has grown up from a very early day. I do not know 
that I can give you any better reason. 

Q. (By Representative Otjen.) Do I understand you that these franks are con- 
fined to messages concerning private or social affairs, or do you give franks to 
papers whereby they may transmit news connected with the paper?— A. There are 
business franks issued for business purposes and as a way of paying for rights 
and privileges and benefits. The complimentary franks are for personal and 
social messages. 

Q. But do I understand you that you give franks to newspaper men which 
enable them to transmit news to the papers?— A. No; we do not. 

Q. News messages are paid for?— A. They are paid for at newspaper rates, 
special rates, or whatever the rate is, according to the class of service that is 
performed. 

Q. (By Mr. Kennedy.) I would like to ask how that rate to newspapers com- 
pares with the rate that is given to the commercial public and the public gener- 
ally?— A. It is a much lower rate. 

Q. How much lower?— A. That differs according to the circumstances of the 
case and the distance and number of papers served. For instance, in many cases 
a great many papers are served by one sending and distributed to 20 or 30 
different places, and of course a service of that kind is not comparable with 
service of one delivery at each place. It is not comparable with ordinary com- 
mercial service. 

Q. Is it not less than one-half the rate given to the business public?— A. There 
are several classes of newspaper rates. The lowest applies to dispatches filed by 
a press association, to be delivered at 5 or more places at one sending. On such 
the rate to each paper may in some cases be as low as one-fifth of a cent a word. 
Rates on newspaper specials vary from a quarter of a cent a word on matter 
transmitted at night, between comparatively near points, and one-half a cent per 
word for the same service transmitted during the day, to If cents per word for 
night and 8^ cents per word for day service between distant points. 

Q. (By Mr. Clarke.) In your opinion as a financial manager of a telegraph 
line, comd the franking system be dispensed with without any injury to the com- 
pany as well as to the public?— A, In our company the franking business is not so 
serious an item as to be a CTeat factor either way. As a matter of individual 
Judgment, if the whole franldng privileges of tele^aphs and railroads could be 
done away with, and everybody be induced to pay nis own way, I should be glad 
to see it done; but under the conditions existing it does not seem likely to be 
accomplished. 
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Q. (By Mr. Fabquhab.) Byabolisbine franks on telegraphs a*id on railroads, 
would the general public gain anything Dy cheaper rates?— A. So far as our com- 
pany is concerned, the franking is not a sufficient factor in the occupanc)^ of our 
wires to have any perceptible effect that way. I think I can say that with cer- 
tainty. 

Q. So it just stands in the relation of a jiiivilege to certain favored parties?— 
A. Yes. 

Q. And financially you would not say it would be any benefit to the general 
public to have it abolished?— A. I do not see that it would make it possible for 
the public rates to be reduced. 

Q. (Bv Mr. Clarke.) Since you had this understanding with the Western 
Union Company in regard to conducting business has there been any increase in 
the rates to the public?— A. There has been no increase in rates to the public, 
except, as I stated in the first instance, that there were certain low rates done 
away with, but there was a much larger number of rates that were reduced at 
the time that understanding was had. particularly the rates between distant 
points. It had been ascertained that to undertake to conduct a telegi’aph busi- 
ness at 10, 15, and 20 cent rates was an absolute loss, and those rates were done 
away with. 

Q. Is it your opinion, therefore, that the understanding has resulted in a benefit 
to the public as well as to the companies?— A. It has resulted in a very decided 
benefit to the public, in this way. That every man engaged in a business and doing 
a certain part of his business by telegraph knows that he has just the same rates 
that his competitor has in his lino of business, and tliat no one has an advantage 
over another one, and tlien^ has been very much less complaint of rates on the 
part of the commercial public; since it was known and understood that uniform 
rates were established than was true when every man thought he could get an 
advantage over his fellow if ho would only insist upon it. 

Q. Then, it is your oinnion, founded upon your experience, that the public 
would be benefited if all discriminations in the transmission of intelligence or the 
transportation of goods could be di.spen8ed with?— A. That is a very broad sub- 
ject. I should be glad to see the whole franking privilege done away with; but 
while it prevails in one directh/ii it is almost impossible that it should not be 
extended in other directions, and I think it is perhaps a utopian idea to suggest 
that the whole franking privilege could be done away with. 

Q. Have there been any senous complaints on the part of customeis who for- 
merly had cut rates since you entered into this understanding to maintain 
rates?— A. Not since they have come to know that it is an absolute fact and that 
there is no means of getting around it. Everybody is well contented. At the 
outset they were rather loath to believe that it was true— that this advantage was 
not still obtained by competitors. 

Q. They all seemed willing to pay if others were to pay?— A. Yes; recognizing 
that the rates for telegraph service are now very low— much lower than they were 
before. The tendency all the time is toward lower rates, extending the system of 
low rates to remoter points. 

(^, Do you have any arrangement with the Western Union Company for trans- 
mitting your messages. over their lines to places where your lines do not run?— 
A. No. 

C^. You do not accept messages except where you have facilities for carrying 
the intelligence?— A. Wo do not undertake to accept business for any places 
not reached by us. If a customer comes to us and offers a, message for a 
Western Union point, we do in some cases accept the service a.s his messenger to 
take it to the Western Union office, and pay for it just as he would. We are in that 
case simply the messenger of the customer to take the message to the Western 
Union office. That is not a business which wo undertake to do except for the 
convenience of our customers. 

Q. In cities do you telegraph his message to their office, or do you send it by 
messenger?- A. Send it by messenger. We have no means of connecting by wire 
with Western Union offices. 

Q. (By Mr. Litciiman.) Is there a community of interest between your com- 
pany and the Western Union?— A. No, except as I have explained to you. The 
only community of interest is that both recognize that rebates, excessively low 
rates, and things of that kind can not be afforded, and both companies have 
abandoned them. 

Q. I have seen it stated in the public press that there was an understanding 
between managers of the two companies which resulted in the operation of them 
practically as one company.— A. I have found it best not to believe everything 
that is in the newspapers. The statement you mention is not true. 
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Q. (By Mr. CcaeKE.) In what relations do yon stand to railroad companies 
along whose lines your lines run?— A. We have contract relations with but very 
few railroad companies. We own lines on a few railroads, and we have contract 
relations in a limited sense on a few others, and we perform reciprocal service for 
a few railroads that we have no contract relations with, as a matter of mutual 
convenience and out of courtesy; but our relations with railroads are limited. 

Q. Are any railroad station agents agents for your company?— A. In the cases 
of a few railroads. The railroad contracts apply to the Western Union Company 
chiefly under old-time conditions, when the railways ajid telegraphs were being 
built up in the early days. 

Q. Have you any contracts with railroads which give them business preference 
over that of the public?— A. There are usually on railway routes certain wires 
assigned to railway purposes, of which the railway companies have exclusive use, 
and they give premrence to messages referring to the movement of trains. The 
intention is that commercial business should occupy its own wires and the I’ail- 
road service occupy its own wires. 

Q. When there is an arrangeraentof that kind, are there other wires over which 
public business can he sent?— A. On railroad routes? 

Q. Yes.- A. I do not know ot any railroad route— 1 do not think of any now— I 
do not think there is any that has not commercial wires as well as railroad wires 
along the route. 

Q. Have you ever received complaints from the publi<*. that their messages were 
neglected, or have you ever given as a reason for any delay in the transmission 
of a message that the railroad business had to take precedence?— A. I do not 
remem])er any such instance. 

Q. Have you in your telegraph experience, before you became connected with 
this c<mipany, any knowledge that such a condition existed or had existed? — A. 
Undoubtedly in some cases during an interruption of lines or wires, railroad 
business has been carried by commercial wires to some extent. I do not remember 
ever to have had a complaint on the part of the public that business was delayed 
or injured by reason of that fact. In practice I knowit has happened to a limited 
extent; in case of storms, for instance, when part of the wires were down and 
business was compelled to be done on a single wire or two wires, and the move- 
ment of trains requiring the use of wires, the commercial business has had to 
wait. That is a rare occurrence. 

(^. One witness before us testified that he sent a disnatcli from New York to 
Philadelphia and that he arrived at Philadelphia that day, and when he arrived 
he found his dispatcdi had not been delivered, and that it came in long after lie 
had arrived. How can you account for such delay between two such cities, where 
the telegrapli facilities ought to be very ample?— A. That might be accounted for 
in a great number of ways. The message mi^ht have lain in the Philadelphia 
office through some oversight for a long enough time for a train to go from New 
York to Philadelphia before anybody discovered it. Such accidents do happen 
sometimes. There might have been such an interrujition of lines over the par- 
ticular route where the message was assigned that it was delayed. There are a 
good many ways of accounting for the delay. In every case of complaint of that 
kind we have to investigate and find out exactly what did happen to the message. 

Q. (By Mr. Farquhar.) Have you any rule of precedence in respect to dis- 
patches that Government business shall go first, for instance, and railroad busi- 
ness next, brokerage business next, and the public next?— A, No: there is no such 
regiilation. Just as you stated. Government business under the law is entitled to 
go first. There is no other regulation or order of business except such as might 
be instituted b\ a chief operator for an emergency on account of the condition of 
wires. There Is no general rule on that subject. 

Q. Are the stock and brokerage dispatches liable to get the right of way over 
ordinary business?— A. A very large proportion of stock exchange and brokerage 
business is done over wires that are assigned to that purpose; that is, they are 
leased But there is no arrangement or engagement on the part of our company 
that such messages shall have precedence over those of any other persons. 

Q. Can brokerage companies lease a wire as cheaply as a newspaper?— A. That 
depends on conditions— on the extent of the service to be done and the connec- 
tions to be made. What we aim at is to provide a uniform rate between stated 
points under equal conditions. The rates are uniform to that extent; but that 
there is no difference in rates under any any circumstances I would not say. 
When there is any difference, there is a business reason for it. 

Q. When brokers advertise their own wire, is there more than one broker on the 
line.’’- A. Sometimes: sometimes several brokers lease a wire, and they each have 
their own operator and connection and they take care of the operating service 
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altogether. The telegraph company simply furnishes the wire and battery and 
keeps thenr in order, and the broaers carry on the business themselves, 

Q. Both for the sending and receiving end they have their own employees?— 
A. Yes. 

Q. (By Mr. Clarke.) How many people has your company in its employ?— 
A. Nearly 9,000. 

Q. Are they all of one sex or are both sexes employed?— A. We have a great 
many females employed as operators and clerks; not a large proportion of the 
whole, but still a good many. 

Q. What are the rates of wages paid?— A. The wages vary according to the 
work to be done, the nature of the work, and the service rendered in a variety of 
ways. The salaries of operators range from $25 to $85 per month, the average 
being about $60. The salaries of clerks average somewhat less. 

Q. Axe you able to state in this connection whether or not wages are substan- 
tially at the same rates they were a few years ago, or have they been increased or 
decreased?— A. I think there has been little change in the rate of pay to telegraph 
operators either way, on an average, for the last 15 years. 

Q. Are you able to state in this connection how the wages compare with wagf’s 
for skilled labor in othei employments in the same places?— A. lliere are so m; ny 
different kinds of skilled labor that really bear no relation to the telegraph serv- 
ice that I could hardly answer that question intelligently. 

Q. Is your labor organized?— A. There has been quite a number of organiza- 
tions. I do not know whether there is an existing organization that is operative 
now. A number of organizations have been instituted and exercised for a time 
considerable influence but if there is any in existence now I do not know of it. 

Q. Is there any understanding between your company and the Western Union 
that each will not hire away the other’s help or take help from the other?— A. No. 

<X Is it a matter of common practice that tele^aphers go from one company 
to the other?— A. Sometimes. I think that is regulated altogether by supply and 
demand. 

Q. Have you had any labor difficulties recently?— A. Not recently. We have 
not had in our own company any difficulty of that kind. 

(J. Are your engagements made with your operators singly or through com- 
mittees?— A. Singly. 

Q. Do you incjuire whether or not they belong to a union before you engage 
them?— A. No. 

Q. Do you know how the rates of wages paid by youi company compare with 
those of the Western Union?— A. I think they are very nearly uniform for the 
same service. I do not know of any difference. There are several classes of 
operators. 

Q. Can you tell us about the hours of labor of your employees?— A. Yes; there 
are established hours for day and night service. In the principal cities 9 hours is 
accounted a day, and at night 7 hours. This varies somewhat in different locali- 
ties, and in the smaller offices and branch offices the hours of duty are arranged 
with reference to the neces.sitie8 of the case. 

Q. Has your company kept abreast with the march of invention and brought 
into use the new ana useful devices in telegraphy?— A. It has endeavored to do so 
to the fullest extent. 

Q. It has been frequently asserted by the advocates of Government owner hip 
that it is not in the interest of private companies to take in new devices that 
would mean the displacement of the old, in which they have large investments, 
and that therefore tne service is not conducted in the most economical w^ or o 
the best advantage of the public. What have you to say to that?— A. That is 
not true so far as our company is concerned and so far as ray experience got s. 
There has never been a time when we would not very gladly have avail d our- 
selves of anything that was a real improvement upon our manner of transmission 
or reception of messages, or otherwise in the conduct of the business. A great 
many so-called improvements have been presented which have had apparent 
advantages, but which, when brought into actual practice and into competition 
with appliances already existing, have been found wanting. 

Q. Have you studied the operation of the telegraph sj^stem of Europe under 
government control?— A. Only in a general way; not to such an extent as to 
make it competent for me to testify in respwt to it. 

Q. Do you see any objection to the acquisition by the United States Govein- 
ment of all the telegraph lines in this country, providet, they are taken at a fair 
venation? I mean, do you see any objection inherent to the business itself 
whereby the public would not be as well served as by the several companies?— 
A. I know of no reason why the Government might not conduct the business as 
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well as it can be done by corporations^ Whether the Government would conduct 
it as well is another question. Judging from the excellence of the mail service 
and from the fact that the Government could conduct the business more cheaply, 
perhaps, m some respects than corporations can, in the Post-Office Department, 
and in the absence of incentive to earn dividends, possibly it might be that the 
Government could carry on the telegraph business effectively to the satisfaction 
of the public. 

Q. Have you any knowledge that would justify you in expressing an opinion 
as to whether the European governmental ownership and control is successful 
from the point of view of public accommodation?— A. I can only state that on 
information and belief, because I have not come directly in contact with it. I 
know some of the offic''rs of the telegraph in Great Britain, and I have had the 
testimony of business men who have traveled much abroad, and I believe that 
the business carried on by the Government there is generally quite acceptable to 
the public. It is not profitable to the Government, so far as I know. 

Q. Is it conducted for profit, or is the governing principle to render the public 
the most service?— A. I think the latter is true. 

Q. If this Government were to take over the telegraph systems, are you pre- 
pared to indicate what would be a proper basis of appraisal of the property?— A. 
That is too serious a question to answrer “off hand.” 

Q. It has often been said that the Western Union Company has been grossly 
overcapitalized. I will not ask you your opinion about that, but I will ask you 
if there is telegraph property which has cost money in the form of contracts, 
franchises, privileges, etc., which can not be classified as tangible property, either 
real or personal?— A. Property of that kind enters very largely into the telegraph, 
and has not only cost money, but is indispensable to the conduct of the business. 

Q. Is it your opinion, then, that if the Government should ever take over the 
properties, it ought, in justice and equity, to appraise such properties at a fair 
yalue?-;-A. 1 do not see how it could fail to do so if it proposes to do equity. The 
intangible properties as well as the telegraph lines have cost money not only, but 
they hav(* cost large sums of money, and they have accomplihed a vast amount of 
good; they have made practicable the conduct of business that without them 
would not have been practicable. 

Q. Would the cost of reproducing lines and instruments and offices by any 
means m»‘asure the entire coat of the telegraph systems of the country?— A. No; 
it would (jome very far short of it. 

Q. If the Government were to acquire the properties, in your judgment as a 
practical telegi’aph man, should it be done by degi’ees or all at once?— A. It seems 
to me the wise course would be to exercise very great care and take all the time 
necessary for it, to have a very complete organization, and then have the change 
take place simultaneously. It seems to me that would involve the least interfer- 
ence with business and would be the best manner of proceeding, by all means. 

Q. Do you think it w’ould be practicable to introduce tlie telegraph into many 
country post-offices and have both the mail service and the telegraph service per- 
formed by the same force? — A. I know of no rerson wh’*' it might not be done. 

Q. If that cOuld be done, would it result in a consideraole saving in the expense 
of operating the telegraph?— A. Undoubtedly so. 

Q. (By Representative Bell. ) About what proportion of the business does your 
company do in the United States? — A. The number of messages transmitted by 
our company last year was about one-fifth of the whole— a little more than one- 
fourih as many as the Western Union. 

Q. And the majority of your stations have competition?— A. Yes. 

(J. With the Western Union?— A. Yes. 

Q. Now, where is the necessity of having two companies doing business at the 
same point?— A. We shall have to define the word “ necessity,” I think. 

Q. Well, is it good economy?— A. Of course the business could be done more 
cheaply under one manapment; but the difficulty about that has been hitherto, 
when the whole telegraph business has for a time been done under one manage- 
ment, that new competition has sprung up of a wasteful sort, and legislation has 
been instituted against telegraph interests. Public clamor has been raised against 
monopolies, and it has not so mr been practicable to maintain a single service for 
any considerable time. 

Q. Does it not strike you as very expensive economy that we must burden a 
community with two lines in order to get a reasonable rate, or with two railroads, 
or a duplication of anything else in the same line? Is not that a waste, in your 
jndgment?--A. It would seem unnecessary, and if we could reach a utopian con- 
dition of things it would be unnecessary. Business is no doubt better done under 
competition. 
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Q. Would not a strict Government regulation be more reasonable than to bur- 
den a community with a new line to reach the same pur^e?— A. If the Govern- 
ment owned the entire property and earned on the whole business itself, for the 
benefit of the whole people, it might be done. 

Q. Could the business not be regulated by statute without taking the whole 
system?— A. If it should be regulated by statute, would it not be necessary to 
provide, in order to accomplish the economy, that there should be, for instance, 
only one office in a particular town? 

Q. I do not know that tliat is necessarily true; but it has always occurred to 
me that the idea that you musl bring in a ])arallel railroad or a parallel telegraph 
line in order to reduce the rates is a contradiction in itself, because the people 
must })ay the expenses of both.— A. Hitherto the people have not been willing to 
rest— the commercial public have not been willing to rest—under a single manage- 
ment of the telegraph. 

Q. Has not that been because legislatures and Congress have neglected to thor- 
oughly regulate?— A. 1 can not say. The thorough regulation of the business 
under competitive conditions by Congress would be an exceedingly difficult mat- 
ter, I think, without doing serious iniustice. 

Q. You think the better way would be Government ownership?— A. Go'^ern- 
ment ownership would simplify the case very much. 

Q. In European countries my remembrance is that their rate is about a cent a 
word.— A. That depends; it is Tiot universally so. In European countries the 
distances are very short in comparison with ours, and, besides, in European coun- 
tries every word is charged for. Here the rate is upon the message itself. The 
date, address, and signature are not paid tor. 

Q. Have you ever made a comparison to ascertain the proportion that part of 
the telegram we do not charge for would be to the whole?— A. The computation 
has been made some years ago in answer to a committee of Congress, and the figures 
obtained at that time are in existence. We have not the telegraph tariff rates 
of European governments, and I can only say that 1 have repeatedly been informed, 
both by telegraph officers abroad and persons using the telegraj)!! there, that, tak- 
ing into account the fact tliat all words are charged for by foi( ign governments, 
and that the distances within the limits of European countries are much less tlian 
in the United States, rates there are nowhere lower than here, and in case of mes- 
sages going from one country to another they are much higher. 

Q. I notice the reports state now that in the little country of New Zealand, that 
is now attracting so much attention, in each railroad station building they have 
a railroad station, a te]e])hone station, a telegraph station, and a savings bank in 
the same building, under the same management. Do you think such an arrange- 
ment would be feasible in a country like this, where things are on so much larger 
a s(;ale?— A. That is a great question; 1 would hardly feel myself competent to 
testify on that j;oint. That is a degree of concentration that would depend so much 
upon local condiuons that I think a man would have to be an expert in all those 
kinds of business, as well as a statesman and political economist, to decide it. 

Q. There would be no question but that you might distribute the offices in the 
same building?— A. Of course, for the public convenience, you eftn have those 
kinds of public service done m one central point. I think that could be so; but 
whether they could be done under one nuinagement just a.s well is a question I 
am not able to answer. I think that would have to be tried to be proved. 

Q. You spoke of your dividends being four per cent; is that upon the actual 
investment?— A. There are no dividends. The 4 per cent is the interest upon the 
bonds that were issued. 

Q. And do you figure the amount of your earnings that you put into extending 
lines, or is your 4 per cent beyond tiiat?— A. The 4 per cent is paid upon the 
$30,000,000 or bonds. Any earnings beyond that amount are invested in extensions 
and new construction. 

Q. How does the earning capacity of your land lines or of land lines generally 
compare with the earning capacity of your cable lines or of cable lines generally, 
taking into account the expenditure?— A. The Commercial Cable lines np to this 
time have the advantage over the land lines. 

Q. Now, relative to your franks, is it not yonr judgment that for the good of 
the morals of both sides they should be nronibited? That is, are you or are you 
not driven to giving franks by men applying for them? Do you not think the 
prohibition, outside of the equality in tne service, would help the public morals?— 
A. That is a moral question that might have many sides to it. 

Q. The frank is an incentive to the public man, is it not, to stretch his con- 
science a little in furnishing you facilities when you want to get into a munici- 
pality— to shirk his duty to you and to the public? And haven’t you got to meet 
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the demand? It seems to me that it gets up a kind of rivalry.— A. I suppose 
public men should be so strong that they are not to be influenced by such means. 

Q. (By Mr. Litchman.) Do you think these privileges would be given if it 
was not expected that a quid pro quo would be rendered in return?— A. I think 
the principal feature of the franking privilege is reciprocity. 

Q. (By Representative Bell.) If it did not pay it would hardly be exercised, 
would it? It must be a benefit to the company?— A. It is one of the things that 
t^gan with the business and has continued the same as with the railway service. 

8. And the evil grows?— A. And it is a practice that grows. 

Q. The same way as the railway pass; the company itself seems to be unable to 
handle it. I suppose that your company or a railroad company would appreciate 
anyway that you could get out of it? — A. I have already expressed my individual 
judgment that it would be much better if there were no free mivileges. 1 would 
much rather pay my own way than to have a pass, provided the rule could bo 
made universal. 

Representative Bell. I think the generality feel the same way. 

Q. (By Mr. Kennedy.) You said the tendency was to cheaper rates all the 
time. Can you say what the average reduction per word or per message of a 
given number of words has been in 10 or 15 years? — A. In 1880 the rate between 
the Atlai tic and Pacific coast was $1.50. It is now $1. Rates between many 
points of the Northern and Eastern States, to and from many others in the South- 
ern and Western States, in 1880 were 75 cents and $1. They have since been 
reduced to 50 cents and 00 cents, respectively. Many 50 and 00 cent rates of 15 
and 20 years ago have been reduced to 40 and 50 cents, and many rates of 40, 55, 
and 80 cents have been reduced to 80 and 25 cents, while the limits within which 
the lower rates apply have from time to time been extended. The tendency 
toward a reduction of rates of late yeap has been brought about largely from the 
disposition to reduce the number of different rates and to extend, for instance, 
the limits within which a rate shall be 25 cents, the limits within which it shall 
be 35 c('nts, and 40 cents, and 50 cents, until noiy the highest rate existing in this 
country is $1, and comparatively little business is done at that rate; it is between 
extremt'8 of the country. But there are much fewer rates than there were: they 
are getting toward unifonuity. 

Q. (By Mr. Litchman.) Is the rate fixed on what is known abroad as the zone 
system?— A . Yes; it is somewhat similar. It is fixed through scpiares, as they are 
termech The whole country is di.stricted into .8(piares, and the rate is made from 
one 8(111 are to another squai e, and the manner of arriving at it and giving instruc- 
tions IS in that way. It is a method of simplifying the way of doing it. It is no 
small task to make a tariff from 20,000 offices to 20,000 offices, and there are more 
than 20,000 offices in telegraphic (‘ommunication. 

Q. (By Representative Bell.) You spoke of your gcumral agreement with the 
Western Union to avoid the cutting of rates. You do not mean by that that you 
put an unreasonable rate on and thus destroy what the woild liarps on so much 
as free and unobstructed competition?— A. We have .sought to make the rates not 
only reasonable, but just as low as the business could be well done for. We have 
tried not to interfere with the (‘fficiency of service. 

Q. But at the same time you cut off competition?— A. Cut off comp('tition— 
you mean by the understanding? 

Q. By this understanding.— A. No; the competition isipiite as sharp as ever. 

Q. That is, you do not compete on the power to reduce rates?— A, We do not 
compete by buying business. 

Q. It would not be buying business if your competitor would reduce the rates 
below you?— A, Yes; he buys the business by offering the difference between our 
rate and his. 

Q. Yes; but that is competition itself.— A. I see. 

Q. And therefore you destroy this free competition? — A. That is simply destruc- 
tion. 

Q. I admit it, I admit it, and I do not believe in it myself.— A. That is destruc- 
tion. Let me show you how it ojierates. Of course, you do not need to be shown, 
but I want to explain it. One or the other has got to go under. Now, between 
the Western Union and the Postal, which are the principal telegraph factors in 
this country to-day, if the Western Union reduced the rate from here toNew York, 
which is now 26 cents, to 20 cents, the Postal Companv would have to do that at least, 
and, if it were a question of getting the business— “ buying the goods,” as I claim— 
we would probably have to make ours 18 cents, and they would make theirs 18 or 
17, and we would make ours 15 or 12 or 10. 

Q. Which would result in the survival of the strongest.— A. Certainly; it is 
inevitable. 
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Q. Is not that true in all business?— A. The law of gravitation is not any more 
certain. 

Q. And that the higher commercial instinct now is dispensing with unob- 
structed competition in every line of business?— A. It is the only way to properly 
protect invested capital. 

Q. Does not that also destroy the theory that you make lower rates hy bring- 
ing in competing lines largely?— A. No; I do not think so. If we bring in com- 
peting lines, it enables us to do business on better terms. It has done so in the 
past, when there were miite a number of lines brought in by one or the other of 
the larger companies, fey removing that competition which has been wasteful 
in its nature, we have been able to do the whole business cheaper than the whole 
business was done before. 

Q. And yet you had the fixed expenses of two companies?— A. When there are 
two. 

Q. The people bear the whole burden?— A. Yes. 

Q. It seems to me that that is a contradiction within itself— that two com- 

E anies can do the business cheaper than one with all those fixed charges.— A. I 
ave not said that two companies could do it cheaper than one. 

Q. I know; but the theory of the world is that you must have two companies, 
two railroads, two telegraphs. I say that there must be a legislative regulation 
of the one so that it will not cha^e so much.— A. The telegi’aph is entirely dif- 
ferent from the railroad in this: The telegraph line represents comparatively a 
small investment in any particular locality, but it covers an enormous territory, 
extending throughout the whole country, and its service must be instant in order 
to be satisfactory. A gi’eat many people suppose that all that is necessary to do 
to get a telegram from here to San Francisco is simply to deposit it in the office 
here and then as quick as that [snapping fingers] it is in San Francisco. It is 
imxiossible to do that. It is a very different service. It requires a series of con- 
nections, and separate repetitions for telegraph transmission between remote 
points. Telegraphic transmission is every letter by itself, every punctuation 
mark by itself. 

Q. Yes; I only refer to that because it presents the principle so strongly and 
gives it in all its grossness.— A. But you see there is a very distinct difference. 

Q. (By Mr. Kennedy.) You stated your number of miles to be how many?— 
A. Twenty-six thousand and forty-two miles of route. If w(* have 20 wires, and 
the distance is 40 miles, the wire mileage in that case is 40 times 20. Our total 
wire mileage, as I stated, is 109,236. 

Q. Have you figures showing the first cost of putting up the telep^aph per mile, 
and then the subsequent cost of stringing wires?— A. No; you might as well a.sk 
what it costs to build a house as what it coats to build a telegraph line. I have 
known very good single-wire telegraph lines to be built for |15() per mile, and I 
.have known single miles of telegraph to cost $10,000 under ground. In some sec- 
tions of the country the expenditures for poles and wires and transportation and 
all that sort of thing are comparatively light, and a line can be built across the 
country at comparatively small cost. In other sections it costs very heavily to 
build the same character of line by reason of transportation, scarcity of timber, 
etc. 

Q. Did the telegraph companies oppose the enactment of the law for putting the 
wires under ground in large cities and resist it?— A. I think there has been some 
change of sentiment on the part of the telegraph companies in respect to that, and 
that in the main the telegraph companies are rather desirous of putting their 
wires under ground under recent conditions in very thickly settled portions and 
the business portions of cities and towns. It is done to a very large extent now, 
and it has many advantages to the telegraph companies as well as to the public. Of 
course it is a very expensive thing to do, and when it was undertaken to be done 
at the outset, and forced through regardless of consequences and regardless of 
method, and before methods had been worked out for the successful doing of it, 
there was a great deal of opposition on the part of the telegraph companies: but 
as methods have been devised for doing it successfully, and as municipalities have 
been more reasonable in their exactions, it has come to be done more generally. 

Q. (By Mr. A. L. Harris.) Is there any uniform rule for valuing telegraph 
property in different States for taxation?— A. No; I wish there were. 

Q. Generally, how do the different States get at the taxation now?— A. It is 
done in almost as many different ways as there are States. 

Q. Have you anything to recommend in the way of general legislation for the 
valuation and taxation of telegraph property?— A. It seems to me that the best way 
of arriving at the taxation of telegraph property v/ould be to make a single assess- 
ment on the whole telegraph property within a State, and then have the company 
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pay the tax to the State on the whole property and the State distribute it where 
it belong. If that plan could be generally adopted, it would be a great blessing 
to the t^egraph companies and would be just as well for the public; but in many 
cases there is a tax on the capital stock, there is a tax upon tne franchise in the 
city or town, there is a highway tax, there is a tax uwn ctoss earnings, a tax 
upon net earnings, and all sorts of taxes; a tax on ea(m pme, a tax of so much 
per mile of wire. All sorts of schemes of taxation are resorted to in different 
sections, and it makes that branch of our business one of the most difficult to 
conduct. 

Q. You have to pay taxes then in almost every county and town in which your 
lines nin?— A. Wo pay taxes everywhere, so far as I know; but, so far as I know, 
the telegi’aph companies do not object to paying taxes if they are to be taxed within 
reason, like other people; but they are generally not taxed within reason; they 
are very outrageously taxed in many places. By reason of the inclination of the 
States, cities, counties, towns, school districts, and even country municipalities 
to tax telegraph companies in every way possible, the taxes levied have become 
one of the most serious menaces to the success of a telegraph company. There is 
a particular hardship in the levying of license fees by municipalities on telegraph 
companies, inasmuch as these license fees are either a lump sum, in which case 
thev bear unequally and unjustly upon a small telegraph company as compared 
witli a large one, or these license fees are in the way of a fixed charge per annum 
for each pole and each mile of wire constructed on the streets and highways, 
and in that case the tax is unequal and unjust and discriminating as against 
a telegraph company that has to construct its lines on the highways, as the 
Postal Cable Company does, as compared with a company that is able to con- 
struct its lines on railroad rights of way, as the Western Union Telegraph Com- 
pany does for the most part. 

Q. Will you give the gro.ss amount which you pay in taxes?— A. It is impracti- 
cable to give this amount with any accuracy, inasmuch as there are nearlyforty 
separate corporations in which the postal-telegraph system is interested, directly 
or indirectly, and some of these companies in some of the States pay taxes as 
taxes, while others pay what is equivalent to taxes in the way of licen.se fees 
and I find also that there is considerable litigation pending in regard to the 
validity of some of these taxes and license fees, and that it is impossible to give 
witli any accuracy the amount of taxes paid by the postal-telegraph system. 

Q. Could you give your mileage in the different States and the amount of taxes 
you pay in each? -A. My answer to this has to be the same as my answer to the 
last previous question. 

Q. The object I had was this, to see where one State was getting the advantage 
of another State and putting a burden on the others.— A. The chief object of each 
State seems to be to get the advantage of the telegraph coinpanv, and not to get 
the advantage of another State. ‘ ^ 

Q. (By Mr. Farquhar.) You stated, when asked about European rates, that 
they were about the same for equal distances. That is, where the Government 
owns the telegraphs, the European rates were about the same for equal distances 
as they are in this country.— A. No; I said it was my impression that the rates 
were lower for equal distances in this country than they are there, taking into 
account that they charge for every word, while we charge only for the body words 
in a message. 

9 .. Have you any means in your head office in New York to furnish this com- 
mission with the rates of these European lines that are owned by the Govern- 
ment?— A. I shall not be able to furnish this information. 

Q. (By Mr. Lorimer.) Can you tell how the salariesof the telegraphic employ- 
ees in Europe compare with those of the American employees?— A. We have no 
information at hand about salaries paid to telegraphers in Europe, except in 
Great Britain. The conditions of service in America and Great Britain are so 
ditterem that it is difficult to make a comparison. The mere inspection of the 
figures is apt to be misleading. In America a young man of good conduct and of 
gtill commands a first-class operator’s salary very early in his career. In Great 
Britain the youth having acquired a fair amount of skill is appointed at a salary 
of about $4 per week, and so long as his conduct is satisfactory and he develops 
ordinary skill as a telegrapher he receives regular annual increments, until he 
arnves at a maximhm figure for a first-class operator of about $65 per month 
In considenng salaries paid to the British operator, it must be remembered that at 
the ageof 60 he is retired on a pension. 

Q. (By Mr. Farquhar.) What proportion do the salaries of the operatives of 
your fines bear to your total bill of exwnses in operation?— A. The salaries paid 
for all classes of service form a very large percentage— the one great item of 
expense indeed. It is approximately 70 per cent of the whole. 
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Q. (By Mr. Litchman.) Do you keep any record of the personnel of the people 
employed as between men and women? — A. Yes; it is not far from 30 per cent in 
principal cities, and 35 per cent in the whole country, of female service. 

Q. Are the same wapjes paid for the same service whether it is a man or a 
woman that does itV—A. We intend that a woman who is able to do just as good 
work in every way, and is just as useful to the company, shall be paid as w^l as 
a man; but it does not often happen. There are limitations to female labor. We 
can not send a woman on an emergency to perform service all night in the coun- 
try in case of a railroad wreck or in case of other exigencies, and there are com- 
paratively few women who are as skillful as men as operators, nor are they all as 
regular in theii attendance. The aim is to pay them what thej^ are worth. I do 
not think there is any <liscrimination in regard to sex— none is intended. 

Q. In your general commercial business, where men and women are employed, 
how does the rate of wages compare?— A. In our commercial business? 

Q. You gave an illustration a moment ago about the railroad business. Now, 
I am speaking to you about your general commercial business.— ^A. When a 
woman is able to work as heavy a wire, as we call it, as a man, I think there is 
no discrimination. 

Q. I have noticed in most hotels that the operators are women. Has that 
always been the case?— A. I think that has been generally true for the last 15 
years particularly. The practice has been growing; it has been increasingly true 
in offices of that kind. Hotel offices are branch offices having comparatively 
light business, most of them, and working short wires in connection with the 
main office in the city or town. It is a very different thing to work a wire of 
that kind from what it is to work a wire from Washington to Chicago, which is 
crowded all the time. 

Q. You have women employed in the main offices, have you not?— A. Yes; 
generally working city wires and short wires and performing service that is less 
exacting and less skillful than that performed by the men. 

Q. As a general matter, is it not true that the wages paid to the women are less 
than those paid to the raen?~A. Yes, 

Q. The excuse you give for that is that the labor is not as severe?— A. Where 
the woman is called upon to do the same work the compensation is equal, but it 
seldom liappens that she is able to do it. 

Testimony closed. 

Whereupon at 1.15 p. m. the commission took a recess until 3 o'clock. 


Washington, P, C.. March 14, 19<>1 


TESTIMONY OF MR. THOMAS F. CLARK, 

Vice-Prmdent Wc.sicra Union Teletjraph Company. 

The commission met at 10.55 a. m. , Mr. Clarke presiding. At that tim(‘ Mr. 
Thomas F. Clark, vice-president Western Union Telegi’aph Company, appeared 
as a witness, and, being duly sworn, testified as follows: 

Q. (By Mr. Clarke. ) Please give your name and post-office address.— A. Thomas 
F. Clark, 195 Broadway, New York. 

Q. What is your official relation'?— A. Vice-president of the Western Union 
Telegraph Company. , . 

Q. The commission will be pleased to have you proceed in your own way to 
testify ppon the general subject of the telegraph and its relations to the public; 
and questions will be asked after you shall have finished, unless it should occur 
to some commissioner to be important that one should be asked as you proceed.— 
A. I think I would rather have it that way, because the subject will come out a 
little more in proper sequence than if questions are asked right along. 

Now, as I have read the evidence that has been given to the commission in favor 
of Government ownership of the telegraphs, that evidence has been chiefly ba^d 
upon the conditions of the telegraph in Great Britain and Ireland and in Switz- 
erland and Belgium. I think, therefore, that before we go into any details it 
would be better for me to point out the disparity of those comparisons, in order 
that the peculiar conditions of the telegraphic situation in the United States 
sliould appear divested of any mistaken relation to other systems that are of a 
Afferent extent and which are operated under entirely different social, political, 
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and physical conditions. I have therefore brought with me two maps. This is a 
map of Europe [witness indicating map]. The two are practically on the same 
scale. There IS Switzerland [indicating]. The area of Switzerland is 15,981 square 
miles, or about one two-hundredths or the area of the United States. Belgium 
has an area of 11,373 square miles, which is one two-hundi*ed-and-8ixtieth the size 
of the United States. Great Britain and Ireland have 120,678 square miles, one 
twenty-fifth of the size of the United States; the area of the United States, exclu- 
sive of Alaska, being 3,092,679 square miles by the census.' 

In Great Britain the population is about 333 inhabitants to the square mile. 
In Belgium it is 586. In Switzerland it is 183. In the United States it is about 
24. Perhaps I would better give the mileage of telegraph in operation, since I 
have given the extent of these countries now. There is in Great Britain 308,436 
miles of wire, or 43,507 miles of line. In Bel^um there is 3,964 miles of line and 
20,752 miles of wire; in Switzerland, 4,439 miles of line and 13,100 miles of wire. 
In the United States the Western Union Telegraph Company has 192,705 miles of 
line and 933,153 miles of wire. Of course, in addition to the Western Union 
Company, there are the Postal Telegraph Company and .some subsidiary com- 
panies connected with it, of which that company dves me the mileage, which is 
29,882 miles of line and 184,933 miles of wire, wdiich makes altogether in the 
United States 222,587 miles of line against 425,600 miles of line in all Europe, 
according to the latest statistics of the international bureau at Berne, and 
1,118.086 miles of wire in the United States as against 1.585,267 miles of wire in 
Europe. Now, comparing the mileages of wire to population, we have 1 mile of 
wire to 130 people in Great Britain and Ireland; 1 mile to 321 people in Belgium; 
1 mile to 222 people in Switzerland, and about 1 mile of wire to about each 76 
peoph* in tlie United States. 

You will please bear in mind that the system of the United States covers the 
wliole country, reaches every important center from New York, on the Atlantic, 
to San Francisco, on the Pacific, and that in order to reach these places it is nec- 
essary for the wires to cover large unproductive territories, where the cost of 
constiniction has been exceedingly high and where the cost of maintenance is 
relatn cly liiglier than it is in more thiclJy settled places. This is shown by the 
fact that of the Western Union Conqiany’s wires two-thirds, or about 6()0.000 
miles of them, are in operation east of the Mississippi River, and one-tliird of the 
whole mileage is spread over the large unproductive territory west of the Missis- 
Mppi in order to reach the small towns and camps and placses along the various 
lines of railroads to the Pacific coast. As a foil to these conditions I quote a 
statement made recently of the population surrounding Manchester, in England. 
In a radius of 10 miles there are 3,000,000 people, and within a radius of fiO miles 
there are 8,000,000 people. That is Manchester; what the population surrounding 
London and other large centers of England in similar radii will be I do not know, 
but there is almost a case of confluence of populations, making almost one densely 
settled teiTitory, while we have hundreds and sometimes thousands of miles of 
line where there is scarcely any business at all. 

I have had prepared a statement giving the extent of the telegraph service in 
the United States, which shows the number of places with a population of 1 .000 
and over in each State, and the number of telegraph offic.es and (lelivery and col- 
lection connections through telephones in each State. 1 will read some of it. In 
the State of Alabama, to begin at the beginning of it, there are 44 places with 
a population of between 1,000 and 2,500 each. These figures are taKcn from the 
last census— not the present census, because that is not completed and we could 
not get access to it. There are 10 places with a population from 2,500 to 5,(>00 
each; there are 8 places with a population of over 5.000. That is, there are 62 
places with a ixipulation of more than 1,000 people each. Yet in that Stab! there 
are 405 Western Union Telegraph offices, and therp are 116 telephone connections 
with remote and small localities for the collection and deliv(*ry of occasional 
mes.sages, making in all a service covering 546 places in the State of Alabama, 
although there are only 62 places there with a population ot more than 1,000. 

I will also give a few examples from the State of Massachusetts, that you may 
see the drift of the figures. In that State there are 165 places with a population 
between 1.000 and 2,500, 73 of between 2.500 and 5,000, 79 of 6,000 and over, or 317 
Tinth a population of more than 1,000. There are 405 Western Union telegraph 
offices and 355 telephone connections for the collection and delivery of messages, 
making 860 places served in the State. 


*Spo E.\hihit A for sfAtiRtir.<i ronoeming telegrapli IIiu'h in foreign coinitrics, 
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In Pennsylvania there are 249 places with a popnlation of 1«000 to 2,500, 92 of 
from 2,500 to 5,000, 84 of 5,000 or over, or 425 in all, with 1,566 Western Union 
offices and 707 telephone connections, or 2,585 places served by telegraph. Now, 
we will go to the far West. 

Q. (By Mr. Litchman.) Right there, Mr. Clark. That enumeration of course 
includes the stations in large cities, like Philadelphia?~A. Only 1 office for each 
city is included. There are no branch offices included in this statement at all. 
In New York we have, say, 250 branch offices, but they are not included; it is 
simply the one place. 

The State of Washington has 22 places with a population of from 1,000 to 2,500, 
7 of 2,500 to 5,000, 7 of over 5,000; 86 in all. We have 230 Western Union offices 
and 96 connections by telephone, making 344 in all in the State. 

Now, taking those States as to population, Alabama has 85 people to the square 
mile, Massachusetts has 349 people to the square mile, Pennsylvania has 187 people 
to the square mile, and Washington has 7 people to the square mile. Here is a 
State, M^ontana, with 1 person to the square mile. There are 23 places with a pop- 
ulation of from 1,000 to 2,500, 4 places with 2,500 to 5,000, 4 places with over 5, OIK), 
81 in all, yet we have 160 Western Union offices. 103 connections by telephone, or 
292 places in all in the State receiving telegraphic service.^ 

As a further basis of comparison on these points I may say that there are about 
m ,000 places reached by the telegraph companies and their connections in the 
United States. There are 76,000 post-offices in the United States. Great Britain 
has, as far as I can ascertain, aoout 40,000 post-offices, with 10,816 telegraph 
offices. Roughly speaking, the telegraph reaches practically 50 per cent of all 
the places where there are post-offices in the United States to-day, while in Great 
Britain it still, although the population is so dense and the distances so short, 
reaches only about 25 per cent of the post-offices. 

As I have shown the comparison of the areas of the countries and the extent of 
the telegraph systems, it may be well to take up the comparison of rates now. 1 
presume that you are advisM that the rates cnarj^od by each separate Govern- 
ment system in Europe have no relation to the business sent from one country to 
the other, or what we technically call “ through ” business. It is quoted to you 
continually, in the arguments in favor of Government ownership as against pri- 
vate ownership, that the rates in Great Britain and the rates in France and the 
rates in fact in any European country are very much lower than they are in the 
United States. That is true to a certain extent for the local business in those 
countries, but for the through business on distances that compare at all with the 
distances over which we send business in the United States, the rates in Europe 
are vejy much hijjher. For instance, in all countries of Europe they charge for 
all words transmitted, for the address, the text, and the signature of the message. 
In the United States we send the address free and the signature free, and base 
our tariffs on a count of 10 words for the text of the message. The rate in Great 
Britain is 13 cents for the whole count of the message, anywhere in the United 
Kingdom. 

Q. (By Mr. Clarkr.) Is that irrespective of the length of the message?— A. 
No; for 13 words. 

O. Twelve cents for 12 words?— A. Yes; 12 cents for 12 words, and 1 cent for 
ea^ additional word. In France the charge is 10 cents for 10 words or less; in 
Norway and Sweden, 10 words or less, about 13 cents, I think it is half a krone; 
in Germany, 10 words, 13 cents; Belgium, 15 words or less, 10 cents. Now, we 
find by careful examination, a fair examination of business, that we transmit 
about 11 words in every message free— that is, of the address and signature— so 
that on that basis we send for our 26-cent tariff on the 10-word basifr— ^1 
words, whereas the interior rate in European countries is made on a basis of 
10 to 16 words, counting everything. To reach a fair conclusion on compawwl' 
conffitions, I ^rill take the Bntish Government statistics, because they are 
complete and because the British operation of the telegraph generally furnishes 
the burden of argument with the advocates of Govemment ownership. From 
New York to any place in New England our rate is 25 cents for 10 words, 10 text 
words; that is, cents for 21 words, because, as I have stated, the average on a 
fair count of a large amount of business shows that we transmit 11 words free, 
figures counting as words. The longest circuit that can possibly be worked in 
Great Britain is about 600 miles, but messages sent that distance would represent 
a very small part of their business. Theii* principal business is done, of course, 
between and within the large centers, which are much nearer together than that. 


1 See Exhibit B for the full tabulated etatemeut. 
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I think that their own statistics show that about 65 per cent of all their mes* 
sages are sent into and out of London, while the distance of our transmissions 
varies from a few miles up to 8,000 or over. 

Q. (By Mr. Litchman. ) In that connection, have you anything in your statistics 
to show how large a pro^rtion of your work is brokerage and how large is com- 
mercial work?— A. No: you can’t get at that. It would necessitate an an^ysis 
of all the business and of all the messages, and even if we could make that 
analysis we should hardly be able to determine what was brokers’ business and 
what was ordinary commercial messages, unless we happened to know who the 
senders were and what their business is. 

Q. Does the process of having cipher names and addresses prevail in foreign 
countries the same as in ocean telegraphy?— A. I will come to that in a minute. 
I am liow talking of the local tariff witnin each country compared with our rates, 
how it sums up in comparison with our 25-cent rate within a great many of the 
States, each State for itself; and from New York to New England, or from New 
York to New Jersey, or New York to Pennsylvania— 35 cents for 21 words. There 
is not much difference between that rate and the rate in Great Britain, while the 
circuits used are undoubtedly a great deal longer, because the centers of popula- 
tion are farther apart in the United States than they are in Great Britain. 

As to the through business on the Continent of Europe, you can register, if you 
have any amount of business, a code address as you do in cable messages; but you 
have to pay $5 a year for that registration. Therefore, that is a system that is 
used only by people who have enough business to warrant it. For the telegraph 
business of the general public— although I have no statistics to refer to— it must, 
I think, 1)0 self-evident that the registration is not used very much, and that the 
ordinary business passing between any two centers in Europe would be practi- 
cally on the same basis of count as the business in the United States. Therefore, 
it is safe to assume that the general business, say, between London and Paris, 
between London and Marseilles, between London and St. Petersburg, between 
London and Rome, would be about on the same count as it would be with us, In 
fact, I think the tendency would be there to make it more, because the names of 
streets are much more involved than in our numerical system of designating 
streets in the United States. I ought, perhaps, to repeat here that the rate for 
all international business in Europe is made on a word count, and not on a count 
of 10 words or less, or 12 words or less, whatever the number may be, but pre- 
ci.sely in the same way as cable business is transacted; that is, each word is paid 
for. The rate between London and Paris is 5 cents a word for 290 miles, which 
on a fair basis of 31 words to the message would be $1.05, whereas you could send 
the same message from New York to any part of New England or Pennsylvania 
or New Jersey for 25 cents. From London to Marseilles, 837 miles, the rate is 
6 cents a word; that would be the same as Pjiris— $1.05 — wliile our rate from New 
York to Chicago, about the same distance, is 40 cents. BYom London to St. 
Petersburg the distance is 1,774 miles, and the price is IG cents a word, or $3.41 
for 21 words, while our rate from New York to Galveston, 1 ,789 miles, is 75 cents. 
From London to Berlin is 746 miles, and the telegraph toll 6 cents a word, or$1.25 
for 21 words, while our rate from New York to Cincinnati, the same distance, is 
^ London to Rome is 1 ,193 miles, and the rate is 6^^ cents per word, 

or $1.37 for 21 words, as compared with our charge of 60 cents from New York to 
New (Jrleans, 1,344 miles. I could go on and m^e a large number of compari- 
^ns of that kind, but they would give practically the same result, and I do not 
thmk it is necessary. I may say, however, that as I notice one of your witnesses 
dispute the distances on which some comparisons were made once before, that 
these distances are taken from the Bradshaw Railroad Guide, and therefore I 
r^^* 63!ae*t, are practically correct. So much for the comparison of that 

Perhaps while we are on the question of rates, I might give you an idea of the 
chMacter of rates we have. There are the commercial rates, of which the 25-cent 
rate that I have referred to, of course, forms a part. Those rates are made up in 
^erent ways. F or instance, in some States they are 25 cents for the whofe State. 
jTom New York to New England points they are 25 cents. There are also rates 
irom State to State, and there are rates between large centers. The rates for local 
purposes all through the country are made up by a system of squares, shown on 
I'hm m^ [exhibiting the following map] : 

The WITNESS: The whole country is laid out in a system of squares, 50 miles to 
the square, and numbered, and then the rate is made 35 cents from any square to 
any 2 circles of contiguous squares. 

16a 14 
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Q. (By Mr. Farquhar.) These red lines designate the A. (Intermpting.) 

The State boundaries. Efwli side of each square is 60 miles. Within a radius of 

squares the rate is 25 cents. 

Q. Who invented that 8y8tem?~A. 1 think Mr. Holmes had as much to do with 
it as anybody. As the business has grown and localities have become more thickly 
settled, direct rates have been extended, and the square system has been over- 
shadowed by the extension of the flat rate, as in the case of New England, where 
business and population justify it. The highest rate we charge is $1 ; that is from 
the Atlantic coast to the Pacifac coast. 

Q. For 10 words?— A. Ten words. All our business is on the 10-word count, 
with address and signature free. Then we have a system of night rates east of 
the Rocky Mountains; that is for measages to be transmitted during the night 
and delivered the luixt morning at about half the day rate. But we have no rate 
leas than 20 cents. 

The press rates are made on a basis entirely their own, and because of the 
volume of business done and because the larger part of it is transmitted at night. 
The business of the press associations is largely done over leased wires. The 
A.ssociated Press has a system of leased wires practically connecting all large 
centers of the country, which the association uses as it chooses and over which 
it sends all its business. We have nothing to do with that system except to 
take our rental for the wires, the same as we do from any private indiviaual. 
The press rates on matter that we handle ourselves are made on a basis of cir- 
cuits, by which a large number of papers can be served at the same time, so that 
economy to each paper can bo promoted as much as possible, with due regard to 
the return to thti telegraph company. The special rates to newspapers for a sin- 
gle transmission to one paper are based on what we call “ the additional-word 
rate ” of the day message; that is one-third of the additional word rate in the day- 
time and one-sixth at night, so that where our rate is 25 and 2, the press rate in the 
daytime would bo two-thirds of a cent, and at night it would be one-third of a 
cent a word for direct transinis.sion and delivery to a .single paper. 

Then we have rates for commercial reports which are distributed to exchanges 
and to various subscribers throughout the country. They are made on a basis 
somewhat similar to tlie press rates for individual subscribers, in that they name a 
rate tor certain reports that may be desired, especially whore they can be trans- 
mitted over circuits, so as to give the farmers and the dealers of produce in grain 
all obtainable information of the markets, in order to regulate the sale of their 
crops and the getting of them to market. Certain people may wish to have the 
opening and the noon and the closing reports of certain produce from certain 
exchanges, and tho.se reports are made up and sent and delivered at those hours 
over certain circuits as they are called for through the rural districts. 

Q. How do these rates compare with the general rates at which you send mes- 
sages to those points?— A. I can’t give you the exact comparison. They are lower 
because they are made up in one transmi.ssion. 

Q. Does the Produce Exchange make the arrangements itself?— A. No; we make 
them. We have an arrangement with the Produce Exchange. That is, we take 
the (luotations from the Produce Exchange and distribute them. They are handed 
by a regular bureau for commercial news, and, of course, the information is sent 
between exchanges on arrangements made with each exchange. 

Then wo have the question of Government rates. 

Q. Before you pass from the question of rates to exchanges I wish to call your 
attention to the tact that a question has come before this commission in respect 
to brokerage and bucket-shop dispatches and others of that character, it being 
charged that they had precedence, very often, in the case of an intensive mar- 
ket in stocks. Is there any discrimination made for the purpose of handling 
money and stocks?— A. No, air; those statements have been made without any evi- 
dence or proof that has ever come to the knowledge of any officials of the company. 
There is no discrimination permitted in any way or under any circumstances, 
and if there is any case of that kind that can be charged against the company, 
we are only too anxious to know it, that the service may be kept on a proper 
basis. The larger brokers have leased wires. That is none of our concern; but 
the business that comes to us for transmission is transmitted without discrimina- 
tion, without partiality, and directly in the order in which it is received, and is 
delivered in the same way. 

I was coming to the question of Government rates. We have a contract, which 
is made from year to year with the Government for the business of the Weather 
Bureau. That contract provides that for messages containing not more than 20 
words, all words counted except the date, the charge shall be 20 cents, and for 
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each additional word 1 cent, for a distance not exceeding 1.000 miles. For dis- 
tances of over 1,000 miles, one-fourth the price of messages for 1,000 miles is to be 
added for every 500 miles or fractional part thereof. That is the rate for the general 
messages. For the circuit reports, where we make up circuits and are able to 
send to a number of places with one transmission, we take their reports and send 
them for 21 cents a word over each circuit not exceeding 1,000 miles, with one- 
half cent per word additional for circuits over 1,000 miles in length, provided that 
no circuit shall exceed 1,500 miles in length, one-eighth cent per word to be added 
for each additional drop-copy station. 

For all cotton, sugar and rice, and corn and wheat region messages on each day 
that they are telegraphed, the charge is 20 cents for the first message received at 
each circuit center and 10 cents for each additional message, no matter where. 
For the general business of the Government we accept the rate made by the 
Postmaster-Gtuieral every year under the provisions of the act of July, 1866— 
that is, we have done so, except when Mr. Wanamaker made it practically noth- 
ing. It has been generally accepted by the telegraph companies. That act pro- 
vides that the Postmaster-General .shall have the privilege of fixing the rates in 
return lor the privileges granted to the telegrajih com]ianie8 under it, such as 
rights of way through public domain, etc. We .send m(*ssages, which are prac- 


case 1 cent for each additional word. These rates are not made up on any par- 
ticular cojiiraercial basis, nor with the hope or expectation that they will yield 
the company anything like an adequate financial return for servi(*.es rendered. 
In fact, they don’t. The company really contributes through these contracts a 
large sum every year to the Government for its service. 1 1 hink it might bo well, 
with your permission, to have these two contracts included in my evidence and 
so I will leav(> them with you. [S.'e Exhibits C and D. 1 

I think now w(‘ might pass on to the que.stion of capitalization, which I see is 
included in your plan. The charge is continually made that telegraph rates are 
not reduced because the properties are overcapitalized. So far as the Western 
Union lelegraph Company is concerned, considering the question on the purely 
business basis of the experience of a large and important industry, wliich has had 
to p through all sorts of commercial crises, all phases of discjouragement, almost 
tailuie, and has resulted in succe.s.sful service to the country, the rates will com- 
pare mure than favorably with the rates charged by any system of telegraphs that 
can be put upon the same basis without the props of government aid and of gov- 
ernment support to provide means, without regard to returns annually, to .supply 
very largm defi(uencies. There is no ground whatever for the charges made bv 
the people who have this idea of overcharges, and I think that they make the 
charge.s in ignorance. 

The financial conditions of the telegraph systems in European c.ountries are 
veryniuch ob,spred by all the returns made, with the exception of those of Great 
Britain Her Government has the frankness to acknowledge the absolute finan- 
cial tailuro of her telegraph system, and to tell the taxpayers that they are 
expected to provide a large sum every year to make up for the losses of the system 
winch IS used by tliat i)ortion of the public that sends and receives telegrams. 1 
might perhaps say in the beginning that the total officially I’eported denciencv of 
Britain since it was assumed by the Government 
in iH tv o)G.b.)4 10s. 4d., or an equivalent of nearly $40,000,000. 

? 1 I)ermis.sion, to have this pagm of the return relating to 

dence a^ it^Sds’ order of the House of Commons, printed in my evi- 
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RETURN RELATING TO POST-OFFICE TELEGRAPHS. 

Stai^ent prepared in accordance mth the follomug paragraph of sect. 4 of 39 
Viet. c. Cl. viz: '‘‘There shall be added to such account a statement of the amount 
expended during said year on account of the annual charge for the securities 
created for the purpose of the. telegraph acts. 1868 to 1870. and any acts amend- 
ing the same, and of the surplus, if any, which, after deducting from the said 
halayice the. amount of .such annual charge, remains as a sinking fund for the 
redemption of the said securities; and a .statement of the mode of application 
of .such .surplus."' 
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Amount expended on account of the charge for the year ended 31.st March, 1890. . 
Kxceas of expenditure over rccoiptfi, as sliown i)y tl»e foregoing account . ... 

Deficiency of telegraph revenu<> in the year ended 31st March, 1899, to nieci 
expenditure ami the intere.ston telegraph stock created 


289.888 5 0 

298.888 f) 0 
221,8(19 0 0 

520, 757 5 0 


The total of the deficiency toth(‘ 31st March, 189!), was €7,756.054 lOs. 4d., as 
shown below, viz: 


Deficiency for the year to Slst December— 

1872, vide Parllaracntarv Paper No. (t5 of l,s77. . . 118, 96(1 15 1 

1873 ditto ditto .. 177,988 11 4 

1874 ditto ditto 207,898 0 5 

Deficiency for the fifteen months to 31.st March, 187(), vi<le Parliamentarj' Paper No. 

67 -K of 1877 . . 191,633 14 7 

Deficiency for the year ended 31st Mandi— 
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1878 ditto No. 35 011879 189,066 8 2 

1879 ditto No. 61 of 18.8(1. 114,119 12 5 

1880 ditto No. 23 of 1.H8I . 29,909 2 7 

1881 ditto No. 47 of 1882. ... 984 7 3 

1882 ditto No. 42onas,i. ... 112,524 16 1 

1883 ditto No. 51otl8s4. 142,223 10 8 

188-1 ditto No. 73 of 1885. . 346,114 4 3 

1885 ditto No. 60 of 1886 362, 767 3 9 

1886 ditto No. 29 of 1887. 371,. 554 6 0 

1887 ditto No. :il of 1888. . 471,889 16 11 

1888 ditto No. 388 of 1888 332,501 2 2 

1889 ditto No. 46 of 1890 265,183 6 8 

1890 ditto No. 21 of 1890-91 220,902 19 4 

1891 ditto No. 19 of 1892 231,032 14 7 

1892 ditto No. 37 of 1893 389,166 16 2 

1893 ditto No. 451 of 1893 466,570 13 0 

1894 ditto No. 95 of 1894 477,327 4 7 

1896 ditto No. 16 of 1896 440,625 17 7 

1896 ditto No. 49 of 1897 339,436 16 8 

1897 ditto No. 63 of 1898 448,344 18 2 

1898 ditto No. 40 of 1899 606,006 12 0 

1899, as above 620,757 5 0 


Treasury Chambers, January, 1900. 


7,756,654 10 4 
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The losses on the telegraph in Great Britain are provided for by the annual 
grant made by Parliament to the department. That grant covers all the cost of 
extensions as well as of operations, and therefore no capital charge is made 
especially for the telegraph department, and the whole amount, including the 
interest on the origin^ stock that was issued, goes in as a part of the expenses 
of the post-office granted by the Government; and no interest charge, since the 
exhaustion of the original grant of about £10,000,000, has been charged up to the 
telegraph department, as I understand it, but this is carried either as a charge 
against the post-office in a general way, or as interest, or as part of the interest 
on the national debt. 

The statistics of the system in Great Britain areas follows: Poles, 43.507 miles; 
wire, 308,436 miles; capital account, grant of original act of pundiase, 1869, 
including £2,136.000 expended for extensions to September 30, 1873, £10.868,668, or 
,$52,820,702; expenditures for extensions included in general expenses September 
1 , 1873, to March 31 , 1900, £2,836,000, or $13,782,960. The total capital account for 
the lines is $66,603,662. These figures give an average capital account (^f $1 ,530.80 
per mile of poles and $215.90 per mile of wire. I may say that the above figures 
for the expenditures for extensions I have learned from official sources, and they 
are therefore not to be questioned. 

As a comparison with this showing we will take, if you please, the W estern Union 
Telegrapli Company as it stands to-day. The system of the Western Union Tele- 
graph Company represents: Stock. $!)7, 370,000; 5 per cent collateral trust bonds, 
due January 1, 1938, against whi(‘h bonds and stocks bearing the company’s gup- 
antee of interest or dividends at 6 per cent per annum have been deposited with 
the trustee, $8,502,000; 41 per cent funding and real-estate mortgage bonds, due 
May 1, 1950, .$10,000,000: 7 per cent building bonds, due May 1, 1902, $1,150,000; 
stock of leased lines bearing j^uarantees of tln^ company held by individuals, on 
winch the company pays dividends or guarantees dividends, $14,334,665; in all, 
$131,364,065. The mileage of the system, which I have already given you. includes 
the 2 Atlantic cables, which should he deducted as not being a part of the system 
within the United States. Therefore, on the basis of 186,623 miles of polos, the 
capitalization is $703.80 per mile. Deducting the Atlantic cables from the wire 
mileage altogether, leaves 927,071 miles of wire at a capitalization of $141.70 per 
mile. In other words, the capitalization per mile of poles in Great Britain is 
more than twice as much as that of tlie Western Union (bmpany, and the capi- 
talization of wire is exactly one-half as much more. 

There is another view to take of this question to put it on a fair basis, and that 
is that the company has iTi its treasury about $11,000,000 o^‘ assets of outside 
companies that are not telegraph companies and whose systems are not in any 
way comprised in its mileage. If, therefore, we should deduct those assets from 
the above amount of stocks, bonds, and outstanding guarantees, the total capital- 
ization is $120,364,665, or .$645 per mile of poles and ,$129.80 per mile of wire. 

1 have some comparative figures on this question of capitalization with the 
mileages given to me by the Postal Telegraph and Cable Company to which I 
have already refen’ed. That company has $18,000,000 of 4 per cent bonds, and 
that does not capitalize all that the lines have cost, which is about $20,500,000. 
On the mileage given by them in the United States it makes that company's 
capitalization on $20,500,000 $782 per mile of poles and $121 per mile of wire. 
You must bear in mind that that company is the result of sundry reorganiza- 
tions of other companies and has been built up on practically a cash basis. 

The capitalization of the Western Union Company has resulted from the amal- 
gamation of a large number of telegraph companies from the berinning. In 
the early days the country was exploited by small companies in all directions, 
and they made their own tariffs. If you wished to send a message from one 
remote place to another remote place you had to do precisely what you have to 
do in Europe to-day, that is. send it over a number of government lines in order 
to reach a given point, and pay what to-day we call the transit rate through each 
country for that particular class of business. The result was, of course, that 
there was no unification of service. There was no compact way of reaching any 
point, and it became evident to the managers of the properties that the only 
thing feasible was consolidation and that consolidation would lead to direct 
circuits, with tariffs reduced because of unification of management and the obvia- 
tion of a variety of individual charges for each system. 

I have a memorandum prepared for me by Mr. Holmes of our tariff bureau 
showing the result of the consolidations. It is exceedingly interesting, and as it 
briefly states the situation I can not do better than to read it to you. ( Reading:) 

“ Previous to the consolidation of 1866 few of the telegraph companies appear 
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to have had anything like a system of rates. The rates of the old Western Union 
were 25 cents for distances, by wire, of 25 miles, and an additional 5 cents for 
each additional 25 miles, modihed according to the judgment of the general super- 
intendent. There was also a system of ratc.s in the Southern States. All of the 
ofifices of each company were, however, supposed to know their own rates; and for 
rates to other companies they added to their own rate the rate of the connecting 
company from the nearest transfer point. 

“ Shortly after the consolidation in 1866 the rates from Washington, north and 
south; from Louisville, north and south; from New York, east and west; Buffalo, 
east and west; Chicago, east and west; Omaha, east and west, and in various 
directions from other places, were printed and distributed to all telegraph offices 
in the United States. By adding the rates of the various lines and companies thus 
listed, offices obtained their rates for through business in any direction and for 
any distance. 

“ The following are some of the rates which were in force from New York in 
1866, viz, to Buffalo, 75 cents; to Cleveland, Ohio, $1.45; to Chicago, 111., $2.20; to 
Omaha, Nebr.,$4.45; Denver, Colo., $7; Salt Lake City, Utah, $7.25; San Fran- 
ci.sco, Cal.. .$7.45; Portland, Oreg., $10.20; Victoria, B. C., $11.55; Washington, 
D.C., 75 cents; Richmond, Va.,$1.25; Atlanta, Ga., $2.65; New Orleans, La., $6.25; 
Galveston, Tex., $5.50. 

“ The rates of the East were lower than those in the Middle and Western States, 
and those in the Middle States lower than those for like distances in tlie South. 

“ It was, at the time of the consolidation, impossible to make a uniform scale of 
rates between the offices of the consolidated comi)anies without cutting the West- 
ern and Southern rates down to the Eastern, and therefore to an unprofitable 
scale, but the Western and Southern rates were nevertheless very much reduced, 
and the system known as the sipiare-and-State-rate svstem, by which an approach 
to uniformity was secured, was adopted. This was In October, 1869. 

“ The new scale of rates when applied to the business of New York City, which 
was in the zone of low rates, effect'd a reduction of 20 per cent. At Western 
and Southern places the reduction was much higher, and to the Territories of 
Washington and Oreg^m and the southern part of California, the high rates were 
reduced from $10 and over to $7.45 and $6. 

“In 1872, 8 years later, new rates were issued and further reductions were 
made and another step taken toward a uniform scale. In the long-distance rates 
the maximum was made $5. In 1876 another revision of rates cut the maximum 
down to $2.50, tind the rates for maximum distances were further reduced from 
$2.50 to $2, and this to $1.50, and later, March, 1884, to the present maximum of $1. 

“The rate from New York to Buffalo, which was 75 cents, finally became 25 
cents, which is the rate to all other jiluces in New York State; Cleveland, $1.45, 
is now 40 cents, which is the rate to all other places in Ohio; Chicago, 111., which 
was $2.05, is now 40 cents; other places, .50 cents; Omaha, Nebr., .$4.45, is now 50 
cents; Denver, Colo., $7, is now 75 cents; Salt Lake City, Utah, $7.25, is now 75 
cents; San Francisco, Cal., $7.40, is now $1; Portland, Oreg., Seattle, Wash., and 
Victoria, B. C., which were from $10.20 to $11..55, are now .$1; Washington, which 
was 75 cents, is now 25 cents; Richmond, which was $1.25, is now 65 cents; 
Atlanta, Ga., which was $2.35, is now ,50 cents; New Orleans, La., 1^.25, is now 
60 cents; Galveston, Tex., which was $5.50, is now 75 cents. 

“As far as it has been possible to carry it, the uniform scale has been applied 
East, West, North, and South, and, wherever practicable, the divisions by squares 
have been abandoned and the rates fixed by States.” 

So the result of this consolidation of the service and the bringing together of 
the capitals of the different companies and the unification of the service and 
making it possible to effect economies, and by and by to reduce rates, has been 
beneficial to the public in every way. It also put the property on a final basis of 
capitalization not nearly as liigh as the (uipital of the chief exponent of govern- 
ment ownership in Europe, that is. Great Britain and Ireland. Of course, I 
know that it has been claimed that a large price was paid by the British Govern- 
ment for the lines there. Well, what of that? If a man has a successful business 
and it is bought out by anyone else, is it to be bought out on the bare cost of the 
skeleton of his plant? Is there nothing for the ability that has been expended, 
nothing for the development of the business, nothing for what is known in ordi- 
nary commercial parlance as good will? To any reasonable man, to anybody 
with any business experience, anyone with any political conscience, such a ques- 
tion is absurd and should be dismissed even without the attention I am giving to 
it now. Our rates as they stand to-day have been devised so as to have them 
follow the development of the business all the time, and with an earnest desire 
on the part of the company to keep them as low as is consistent with a proper 
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return on the capital and provide for the very expensive maintenance of a pecu- 
liar property, which is more exposed to deterioration than perhaps any other 
property in existence. 

A great many attempts have been made to radically reduce the rates that have 
been established by the Western Union Telegraph Company, as a result of its 
large experience and of its better comprehension of the conditions governing the 
management and the effect of telegraph properties but, every time that effort 
has ended in failure. The last really serious attempt was made by the Baltimore 
and Ohio Telegraph Company, and I think you all know what was the result of 
that effort. That company had to give up the business, and the Western Union 
took the property Jind made it a part of its system. And so it has been right 
straight along, tliat a proper regard for business considerations and a proper 
regard for the capital represented by the company have justified the present 
rates and made it impracticable for us to do more than follow the development 
of the business, which we are continually doing, in making the rates reasonable 
and keeping the service equal to the demands. 

Another phase is taken up by the advocates of Government ownership, or by 
the opponents of private ownership, on some rather curious estimates of the cost 
of reproducing the proiierty. One gentleman naively says that you ciin produce 
telegraph lines at the rate of about $120 or $130 a mile. Therefore you have only 
to take the mileage of the Western Union Telegraph Company, use that figure as 
a multiplier, ami lo, you have got it all; there it is; why, it is next to nothing. 
You can almost i)roduce a telegraph plant by a sort of Aladdin process without 
the oxpendituK' of any trouble or any care or anything of that kind. 

It is tru(' tliat you may be able to build under favorable conditions a telegraph 
line with, say, 2 wires, for somewhere in the neighborhood of $ir)0 to $175 a mile. 
I take thos(' figures as an average; I am not giving the exact sum. But does that 
constitute ii telegraph system for this country? Why, there is only about 30 per 
cent of the lines of the Western Union Telegraph Company that have 2 wires, I 
think, and all the rest run up from 3 to 200 wires. Will a plant that will support 
wires and provide for business in remote rural districts accommodate the busi- 
ness of Ihis country? Look at your lines between here and New York, lines with 
40 ^ures apiece on them. Look at the terminals that are necessary in large cities, 
buildings that cost millions of dollars, work to c.onnectup the whole system, tliat, 
instead of costing you a $150 a mile, will sometimes cost you thousands and 
thousands of dollars per mile. In one instance, for 3 miles, it cost us $100,000 a 
mile in our underground and pneumatic system between our uptown and down- 
town offices in New York. These are essential features of the telegraph. It is 
not the cost of the line out on the jirairie, it is not the cost of the line in the woods 
that can determine the value of the system. The expensive terminal facilities 
that are nec('ssary in all the large centers to provide the means for collecting, dis- 
tributing, and handling the business all over the country as it conies through are 
even larger factors in the (luestion. Therefore any estimate of cost or any 
attempted gauge of this (piestion by making a cahuilation on any sucdi basis as 
these gentlemen have undertaken to make it on is aUsolutely absurd and should 
have no crederu’e whatever. The property as it stands to-day represents in a 
large part several renewals, because the reconstruction of the lines is always pro- 
vided for bef()re any balance is struck of the earnings for the year; in fact, it 
must necessarily be so or new capital must be provided. I may say, in round 
numbers, that since 1866, for reconstruction and general line repairs to keep the 
property uj) and in a fit condition for business, there has been expended upon 
It between .$.50,000,000 and $60,000,000. That is entirely outside of construction 
in any way, and the result of this is— referring again to the capitalization ques- 
tion, say in 1873— that the capital per mile of wire stood higher by— I can not 
tell exactly how much, than it does to-day. An additional value is also given to 
the lines in their reconstruction by the use of much better material than formerly; 
that is, we are using copper wire now, which is much more expensive than the 
iron wire was when it went into these lines, and a much more substantial and 
effective plant is all the time being reconstructed as the old lines go down, with- 
out impinging upon any capital account in any way; consequently the rate of 
capitalization per mile of wire is continually going down. 

That is about all on the financial side of the question. I do not know exactly 
what the other questions are that you wish to consider, but I should like to put 
in here a remark that was made by the chancellor of the British exchequer, in 
1893, in which he said while laying before the House of Commons his annual 
budget, “ That the operations of the British Government telegraphs for the fiscal 
year showed a ‘ bad revenue,’ and an excess of actual working expenses over 
receipts of £115,000 ($560,000), to say nothing of the interest on the £10,000,000 of 



216 


ITOUSTBIAL commission; — TBANSPOBTITION, 


stock issaed for their acquisition.” He also said that since the purchase by the 
Government of the telegraph lines, including the moderate interest they ought 
to have paid ujK)n their cost, the loss on that transaction had been £4,600,000 
(about $^2,000,000),“ which result was founded on a miscalculation, and, for any- 
thing that can be seen to the contrary, it is a revenue which is going from bad to 
worse, and not likely to improve.” His apprehension seems to have been well 
founded, since the deficit of the present time is about $40,000,000. 

Therefore if that result comes in the comparatively limited territory of Great 
Britain and Ireland from trying to extend the telegraph system without commer- 
cial considerations to remote and insignificant places, what would be the result in 
this country, which is twenty-five times as large and not nearly so thickly popu- 
lated, with distances much longer, with territory less productive, and with a pub- 
lic that can not provide the argument for the use of the telegraph that is continu- 
ally grounded on social questions? What I mean is this, that we are a very busy 
people in the United States. Great Britain, besides being a very busy, verv active, 
and thickly populated commercial center, is also one of the playgrounds of the 
world. Take, for instance, the steamer after steamer that goes from the United 
States loaded with people who are continually sending social messages while they 
are on “the other side.” London is filled with tourists and visitors from all parts 
of the world at all times of the year. There is also there a very large class of people 
of leisure who freely use all means of communication for their social engagements, 
the like of which we have not here in any way. And if the extension of the sys- 
tem to out of the way and remote points is supposed to serve a social need, I doubt 
whether that social need exists with us as it does in a country like England, while 
the financial result is bound to be very much more serious to the general taxpayer 
than it has been, even in England. 

Q. You can give the earnings now.— A. I suppose we might as well take last 
year 8 figures as found in the report of the last fiscal year, June 30, 1900. 

Q. (% Mr. Clarke.) That is the report of the Western Union?— A. The report 
of the Western Union, of which I will give you a copy if you wish to have this 
table inserted. It might be well to do it. Our gross earnings were $24,768,560.56. 
Our expenses, gi'oss, wore $18,593,205.87. This left a balance of $6,165,303.68, of 
which there was expended for dividends, at the rate of 5 per cent on the stock of 
$97,370,000, $4,807,983.75; for interest on bonds, $896,306.60; for sinking funds; 
$9,797; in all, $5,774,086.36, which carried to our surplus about $391,000. 

The expenses for the year were made up of operating and general expenses 
amounting to $13,220,009.44; for rentals of leased lines, $1,566,704.65; for mainte- 
nance and reconstruction of lines, $2,959,998.23; for taxes, $529,469.09; for equip- 
ment of offices and wires, $317,024.46; in all, $18,593,205.87. 

You will therefore see that for the fiscal year 1900 we expended practically 
$3,000,000 in reconstruction and maintenance of lines. Of the operating and gen- 
eral expenses for salaries— that is, for direct expenditures for salaries in the trans- 
mission and delivery of our business— the amount was about $9,000,000, or prac- 
tically 60 per cent of the whole expense. Then there is included in the mainte- 
nance andf reconstruction item a large amount for salaries for regular linemen, 
special line gangs, foremen, and general labor expense's. 

As to the number of messages, I might say here the report show', that we trans- 
mitted 63,167,783 me8.sages during the year. That does not represent the total 
use of the wires, because we have a large number of wires leased to the press and 
to merchants and individuals. Apportioning the use of those wires on a very 
conservative basis would add certainly 7,500,000 more messages sent over the 
company’s system during the year than this number given in the report; but, of 
course, we can not take note of that business because we do not handle those 
messages, and I am merely making this statement as an explanation if any com- 
parison on the number of messages sent is made. 

Q. (By Mr. Kennedy.) There are two other subjects in the topical plan, Mr. 
Chairman— charters of various States and State taxation and supervision. 

A. Well, I can very quickly dispose of one of them. We have no State charters 
at all; that is, except from the State of New York, where we are organized under 
the general laws of 1848. But as to taxes and supervision, those questions seem 
to be among the vagaries of the States; they differ in every State in the Union. 
The total taxes that we paid last year were about $529,000. That is assessed 
moon us in various ways in different States. Each State has a law of its own. 
We think, as a rule, that the taxes are very high, while wishing to pay on fair 
assessments the same as anyone else. The values that the taxes are baaed upon 
are sometimes a proportion of the capital, and sometimes the estimated value of 
the property. 'Ime State of Connecticut makes a charge upon each mile of wire, 
and in one case, in Texas, I think, a tax is laid on the messages, one cent upon 
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each message. That law is still in existence, I think. The whole question of 
taxation is very intricate, being subject to legislation in each of the States, and 
we try to treat it as fairly as we possibly can, and pay what we think is right on 
the same basis of valuation as that of other property. I will mention as one of 
the troubles of such things that a law was recently proposed in the State 
of New York taxing all authorized capital at the rate of 1 mill and a (piarter. 
That meant |125,000 per year on the capital of the Western Union, to say nothing 
of the capital of other companies that it is responsible for, in that State alone, 
outside or the taxes in all the other States. That law has not been passed. An 
amendment to it has been suggested and I believe is to be made. There is no 
uniform law of taxation in the States. Is there any other subject that you think 
of just now? 

Q. (By Mr. Kennedy.) There is one other large subject that is not included in 
the plan that I would like to hear Mr. Clark upon, and that is the subject of 
labor.— A. Well, I do not know that there is a great deal to say on that subject 
except that we have a large number of employees. There are about 35,000 people 
in the United States concerned in the handling of the business of the Western 
Union Telegraph Company, as you know. Many of them are constructive 
employees of the Western Union Company only. They are the agents of the rail- 
road companies with which we have contracts, and they handle the commercial 
messages at small stations when' the telegraph business is not sufficient to justify 
the employment of an independent operator or the establishment of an inde- 
pendent telegi'aph office. But while we do not pay them directly we pay for their 
services in other ways under our contracts with the railroad companies. Just 
how many of them there are I could not give you offliand. 

As to the general ciuestion of operators it is a question of supply and demand, 
and we pay wages that are satisfactory, as far as I know, to the men everywhere. 
There is nothing else to say about it. Our wages are higher than they are in 
Europe, but it is very difficult to say just exactly how much higher because the 
classifications are entirely different. In Europe, of course, operators come under 
civil-service rules, and their salaries are not governed so much by supply and 
demand as they are with us. The telegraphs are administered by the Government 
service there entirely. 

Mr. Litchman. 1 would like also to ask the witness about the relations between 
the Western Union Company and the Bell Telephone Company. 

The Witness. There are no relations between the two companies except that 
the telephone company collects and delivers messages for us for which we pay it. 

Q. Is it not true that there is some sort of a contract, or that there has been 
some contract, between the Bell Telephone Company and the Western Union? — 
A. There was a contract, but it expired with the expiration of the Bell patent. 

Q. (By Mr. Clarke.) Is it your pleasure now to explain your relations to the 
railroad companies?— A. Yes; I can exxdain that relationship, I do not think there 
is any objection. Our relations to the railroad companies in a general way are 
that we construct lines along their roads and give them the use of wires for run- 
ning their systems, and in return they employ operators who do their own tele- 
graphing over those wires and incidentally any commercial business at small 
stations for us. We also give the railroad companies the use of our wires beyond 
the lines of the roads to certain agreed amounts for them to do their business 
throughout the country generally. That is practically all there is in it. Of 
course, each contract stands upon its own particular basis, according to the cir- 
cumstances and conditions under which it is negotiated. 

Q. Is there substantial uniformity in those contracts throughout the country?— 
A. Practically so; yes. 

Q. Would you have any objection to submitting one of those contracts as part 
of your evidence?— A. I should not feel at liberty to do that. There are two 
parties to a contract, and I do not think I should do tliat on my own responsibility 
or the responsibility of the Western Union Telegraph Company without consult- 
i]^ the other parties. That is all there is in it. We issue franks by which the 
officers of the railroad companies send messages, the numbers of which are noted 
on the message and entered, and an account is made up and rendered to the rail- 
road company at the end of the month. They also rentier an account to us of the 
receipts taken in at their stations for our lines. 

At 13.50 p. m. the commission took a recess until 2 o’clock p. m. 

The commission reconvened at 2.05 p. m. after recess. 

Q. (By Mr. Clarke. ) Have you any further statement to make before being 
interrogated by the commission?— A. I think not, Mr. Chairman. There may be 
something I may want to say after the questions are asked. I have so far 
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endeavored to outline the salient points of the subject; there may be some details 
that may come up in the course of your questions that I have purposely glided 
over so as to get the main features in your minds first. 

C^. (By Mr. Kennedy.) What is the comparative cost of putting down and 
maintaining a cable line?— A. What cable? We have cables between New York 
and Nova Scotia, connecting with our Atlantic cables. 

Q. Do you have one between Key West and the mainland?— A. Yes; and one 
between Key West and Habana. 

Q. Can you give the comparative cost of these lines?— A. The general cost of the 
cable is about $1,000 a mile. 

Q. How does that compare with the cost of the land lines?— A. That has only 
1 conductor, while on the land line you may have several wires. 

Q. The cables are very much more costly?— A. Infinitely more costly; and the 
question of maintenance is also very much more (jostly, because if you have a 
cable broken in deep water you have to fit out an elaborate expedition, a large 
ship, and she is dependent on wind and weather. She may be out a few days or 
she may be out weeks. We have had vessels out ;i months witliout effecting a 
repair; and then 2 months more on the same work— that is, in Atlantic work. 

Q. Suppose you were to send a telegram from Washington to Key West; can 
you state what the cable expense of the telegram would be?— A. No, I could not: 
we work straight through. 

Q. Have you any figures that would show?— A. I have not. 1 do not (juite 
understand your question, I think. You mean the proportion of the cable expense? 

Q. Yes; the proportion that you pay on account of cable carriage or transmis- 
sion.— A. I could not give you any figures on that point for the reason that the 
maintenance of land lines goes on all the time ami can be met by a continuous 
comparatively small expense. If a cable is broken it is necessary to send out a 
ship. Yon must either have a shin in commission all the time or fit out a ship, as 
we frequently do. When a cable ureaks on the reefs off Key West we have to fit 
out a ship in New York, man it, send it down and bring it back, and it costs sev- 
eral thousand dollars to make the repair, whereas a break in a land line would be 
repaired in half an hour. 

Q. What are the cable rates from Now York to Great Bntain?— A. Twenty- 
five cents a word, and the .same rate is made to France or Germany as well as to 
Great Britain. 


Q. What does distance have to do with the rate. Would half the <li8tance cut 
it down much?— -A. You would have less cable and. of cour.se, less money invested. 

Q. You made a comparison between .sending a message from New York to 
Boston and sending a message from London to Liverpool, or from London to 
Paris?— A. Yes; that was on tlie 21-word ba.sis. 

Q. I want to ask you if that was a fair conmarison, taking into view the fact 
that part of the distance between Lomlon and Paris is by the channel cable?— A. 
I think so. The cable is a short one. It is only 20i) miles the whole distance. 

U. That was one instance where it was part land and part by cable?— A. Yes. 

Q. Could you not pick out a similar distance on the mainland; say from Pans 
to some point or between any two points in the countries you mention where 
there would not be such a great difference?— A. It would be practically the same 
thing. The tariff between Paris and Berlin— I do not know the exact distance— 
is 4 cents a word. I do not think there would be much difference on that. 

Q. What is the rate from Washington to Key West, do you know?— A. No. 

Mr. Holmes. One dollar for 10 words. 


Q. What is the distance from Key We.st to Washington?— A. About 1,200 miles. 
Q. Can you state the tariff from here to Pensacola?— A. Sixty cents. 

Q. So the difference in the rate to Pensacola and to Key West would be on 
account of the cable rate?- A. There is a long distance from Pensacola on land to 
the cable. 


Q. I would have liked to have a European comparison made over all-land lines 
the same as made in this country over all-land lines.— A. I have not the figures as 
to distance, but by the map you will see there is not much cable between Great 
Britain and France. 


Q. It is a cable line?— A. Oh, yes; of course. It did not occur to me. I have 
not the distances between points on the Continent. I could not give you that, but 
I think the comparisons I have made are about fair. 

Q. You do not know what the French rate is for 10 words?— A. It is 10 cents, I 
think, for 12 words. 

Q. (By Mr. Kennedy.) In England it is a cent a word?— A. It is 6d. for 12 
words. Then you must remember the words are limited to 10 letters in these 
European counts whereas there is no limit with us. 
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Q. Can you give us a statement of the cost of erecting these telephone lines 
with iron poles; what the difference is, if any, between the cost of erecting their 
through lines and the cost to the Western Union?— A. No: I have no intonna* 
tion on that point at all. Iron poles are used in India and in South America, but 
I do not know anything about their use here. 

Q, There was something said about a former contract that you had with the 
Bell Telephone Cou^any. Can you state to the commission the general terms of 
that contract?— A. The Western Union Company agreed to go out ot the telephone 
business. There was a long fi^ht on the patent question and it was compromised 
by the telephone company paying so much of its royalties to the telegraph com- 
pany for the term of the contract; and the telephone company took over the plant 
that the Western Union had built. That is-all. 

Q. Was there any contract in regard to the division of territory?— A. None 
at all. 

Q. In regard to the joint use of the patents of both companies?— A. The Bell 
Telephone Company had the use of all the patents, because it had the Bell patents. 

Q. That contract is not in force now?— A. It expired in 1896. 

Q. Could you furnisli a copy of this contract to the commission?— A. I do not 
think I could agree to furnish any contract without the consent ot the other par- 
ties. I do not tliink it would be busine.ssllke or fair; I should object on my own 
part if anybody else wore asked to furnish a contract to which I was a party. 

Q. (By Mr. Litchman.) W(' expect to have some one here before us represent- 
ing the Bell Telephone Company. If they are willing, you have no objection?— A. 
None at all. 

Q. (By Mr. Kennedy.) You are doubtless aware, Mr. Clark, that the Interna- 
tional Typographical Union has had what it calls a telegraph committee in Wash- 
ington for several years trying to have a bill brought up for the Government to 
take over the te](‘graph companies, and one of the arguments they made is that 
if the Government were to assume control of the telegraph the rates would be 
the same to everybody; that there would be no news monopolies; that tliere 
would be more newspapers started in tlie country; more work for printers and 
pressmen and for everybody connected with the printing trade. Have you given 
any thought to that subject?— A. This is the first I have known there was any 
news monopoly. There are 8 press associations. 

Q. I am not saying there is: I am only giving the statement of this committee.— 
A. I am only answering it in my own way. There are 8 press associations. 
Every newspaper is free to get any (piantity of service it wishes on tlie same 
basis. The rates are open to all associations alike, and there is no discrimination 
at all on the part of the telegi-aph company, nor do I know of any on tlie part of 
the newspapers. 

Q. Would any new association that sprang into existence have the privilege of 
getting the same rates that all the other companies get?— A. Exactly the same; 
for the same service exactly the same rates. 

Q. Is there any contract with any one of the associations by which in case of 
storm, if there is only 1 or 2 wires left working, that association shall have the 
wire?— A. No. 

Q. (By Mr. Litchman.) Would the rate to tluj association depend on the num- 
ber of papers served?— A. No; not if they have the sanu^ wires. If they had 1 
circuit, they would be put on the same basis as that given to any other press asso- 
ciation. A circuit provides that there shall be a terminal place and not less than 
4 drops to begin with. The rate is for tlie first 800 miles. A rate of one-sixteenth 
of a cent for each 100 miles is added and a rate of one-eighth of a cent for each 
connection made. 

Q. So that a new association starting would have the same privileges that the 
Associated Press has at the present time?- A. Absolutely. 

Q. (By Mr. Kennedy.) Y^ou say there is no arrangement by which newspaper 
associations or newspapers have a priority in the use of the wires?— A. Not at all; 
not that I know of. It there has ever been, I do not know anything about it. 

Q. Did you ever have a contract with any New York or Philadelphia papers by 
which, in case of storm and frost and but one wire running, they should have the 
use of that last wire ahead of everybody else?— A. I never heard of it, but if such 
a condition ever did exist it does not exist to-day, and has not existed since I have 
known anything about the service. 

Q. You would not speak for other companies, of course?— A. No; I am only 
speaking for the Western Union Company, but I think the same course would he 
taken by every other company. 

Q. You spoke about a deficit of $40,000,000 a year in England? — A. Not a 
year; no. 
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Q. For a certain period?— A. Since 1869. 

Q. Was that on account of the telegraph alone or did it include the usual postal 
deficit, if there is any?— A. The Englisli post-office makes a large profit every 
year, and the telegraph department is its only deficiting department. 

Q. That $40,000,000 was for the tele^aph alone?— A. For the telegraph alone. 
The postmaster-general of Great Britain in his report for 1899 winds up by say- 
ing: “ The postal revenue for the year, including the value of services rendered 
to other departments, was £13,394,335, an increase of £345,018 on that of the pre- 
vious year. The postal expenditure was £9,683,704, an increase of £493,698 on 
that of the previous year. Thenetprofit was thus £3,710,631, or £134,199 less than 
last year. The telegraph revenue of the year was £3,460,493, showing an increase 
of £200,347; the telegraphic expenditure £3,748,9^, an increase of £266,912 
upon the previous year. The net deficit on telegi’aphs was thus £288,438, or 
£66,569 more than last year.” That is the working expense. If allowance be 
made for interest on capital, £10,868,663 for the purchase of the telegraph, the 
deficit for the year is raised to £587,326. 

Q. (By Mr. Clarke.) Do you know of any reason why the British Government 
could not raise its rates a little and thus overcome that deficit?— A. I had never 
thouglit of it, but it is a very hard thing to raise rates when once they have been 
put down, and particularly by a government whose chief reason for making them 
low is to serve the interest of all the people, or rather to serve the interest of the 
comparatively limited number of people who use the telegraph, at the expense 
of all. 

Q. (By Mr. Litohman.) Is not the extension of lines and cost of production a 
charge against that defi<nt?— A. I have taken that out in my statement of capitali- 
zation. 

Q. How much was that?— A. The whole thing? 

Q. I am talking about that particular year.— A. I think I analyzed that. The 
receipts for 1900 were £3,460,492. The expense for general operating was 
£8,394,900. The surplus was £65,592; interest on stock tor the original purchase 
(the net interest on the rest of it is given in, as I explained this morning, on the 
general budget) , £398,888, making a deficit of £133.296. Now, if you add to that 
the expenditures for extensions and buildings, £354,030, you make the deficit 
£487,326. Figure it as you will, you can make the Biitish post-office telegraph 
department nothing but a department that makes a deficit every year, which has 
been growing larger and larger. Figuring it in the wav that you suggested just 
now, it only takes in the interest of £298,888, which was the interest on the original 
grant of sometliing over £10,000,000. Now, the £3,126,000 that has been spent 
for extension since the original grant of £10,000,000 was exhausted has gone into 
the general budget, and the interest has passed under the national debt in the 
usual way, I suppose. No charge has been made in any way on the interest of 
that £3,126,000. To do that woiild swell the the deficit still more. 

Q. Now, if that increase had taken place in your company it would have been 
provided for by the issuance of stock?— A. We would have had to provide for it. 

Q. It would be a perpetual burden on the public, would it not?— A. It would 
have been an interest charge on the comiiaiiy, of course. 

Q. If this debt of Great Britain is at any time paid, it ceases to be a burden on 
the people after it is paid?— A. Which debt; the national debt? 

Q. Yes.— A. Oh, you have to come back to the (luestion or decision whether 
you are goin^ to tax the whole people for the benefit of the limited number for a 
function of tlie Government in that way. 

Q. Is it not true that a decrease in the use of the telegraph, in the number of 
messages, increases the cost?— A. Yes; but there is a vanishing point of profit; 
you have a point where you can operate the plant for profit, and there is a point 
where you operate it for neither profit nor loss, and beyond that point you operate 
it for nothing but loss. 

Q. Is not that point of profit determined by the original cost of the plant?— A. 
Not always; there may be conditions that will cause it to vary. 

Q. If the original cost of the plant is an inflated cost and that remains a per- 
manent charge, does it not have a material effect on the calculations?— A. rro- 
vided the conditions remain the same; but if you are applying that consideration 
to the telegraph, it has not been so. As I showed you this morning, $50,000,000 
have been put in the property to maintain it as an efficient working property that 
otherwise would have to be provided for by additional capital. 

Q. Is it not true that when the Western Union Telegraph Company absorbed 
the Atlantic and Pacific and the American Union there was a very large increase 
in its capital stock?— A. Yes. 

Q. And is it not true that in 1869 the president of your company in his report 
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estimated the cost of the Western Union line at $22,000,000?— A. I do not remem- 
ber that. I have not those reports. I laid them out to bring with me and forgot 
them. But I would like to answer your question about the Atlantic and Pacific 
and the American Union by quotingthe decision of the United States court of 
appeals. Judge Earl, in the case of Williams v. The Western Union, on the ques- 
tion of the consolidation with the American Union and the Atlantic and Pacific, 
made this decision after a long trial and a very exhaustive examination of the 
whole question (reading): “On the 19th d^ of January, 1881, the property, 
franchises, and privileges belonging to the Western Union Telegraph Company 
were worth more than the amount of its capital over and above its indebtedness, 
and the property, rights, and franchises of the Atlantic and Pacific Telegraph 
Company were fully and fairly worth the sum of $8,400,000, and the property, 
rights, and franchises of the American Union Telegraph Company were worth 
$15,000,000; and such, on that day, were the estimates of the values made by the 
directors of the respective companies. The actual value of the investments of the 
surplus earnings of the defendant, the Western Union Telegraph Company, as 
they existed January 19, 1881, was estimated by the directors of the company; 
and it was their judgment that the amount of the stock to be distributed among 
the stockholders of the Western Union Telegraph Company represented no more 
than the investments of the surplus earnings of the company since July 1, 1866; 
and such surplus earnings were worth the sum of over $15,526,590.” 

Q. (By Mr. Litchman.) It is a fact that in 1869 the president of your company 
in nis report assumed or estimated the cost of the line roughly at $22,000,000. 
The capital at that time was $40,000,000?— A. 1 do not remember that report. 
That is going back rather far. 

Q. That difference between cost and capital still remains, does it not, in the 
$97,000,000 of your capitalization?— A. 1 think not; because 1 have shown you 
that the capitalization per mile of wire has steadily gone down, for the reason 
that the property has been reconstructed without adding additional capital to it, 
and that steadily the capitalization is coming down all the time. 

Q. Of course the amount expended for reconstruction has been taken out of 
the earnings of tlie company?— A. Exactly, as the reconstruction of all telegraph 
property must be provided for; otherwise you would have an inflation that to 
these gentlemen who on their theories are talking about it would simply be appall- 
ing. Every time you put in a new pole or new wire you would have to have a 
new issue of stock if it were not so. The life of a telegraph property is limited. 
It is different from a railroad roadbed, or even railroad rolling stock. It is sub- 
ject to the constant effects of the weather: the rotting of the poles in the earth; 
and in case of iron wires, disintegraiion of the wires. We are using copper wire 
nearly all the time and putting in a superior quality of material. Since hard- 
drawn copper has been made practicable, nearly all our reconstruction has been 
made of that. To-day the property is made up of within a fraction of 20 per cent 
of cornier wire. 

Q. Tlie claim is made that if the telegraph were under Government manage- 
ment this cost would go in as a part of the construction and not as stock, to 
become a burden on the users.— A. Where would the money come from for the 
construction under those circumstances? 

Q. Would it not be accumulated in a system of sinking funds that would 
eventually wipe out the first cost?— A. No; I do not think it would. 

Q. Is not that the plan by which waterworks and electric lights are paid for by 
municipalities?— A. I dare say some are: but a sinking fund— that practically 
comes to the same thing. If you provide the money for the reconstruction with- 
out issuing securities against it, it does not make any difference whether you call 
it a reconstruction fund or a sinking fund and divide it in that way; you have 
got to earn it. You have either got to take it from the outside as a new invest- 
ment provided by somebody, either by stockholders of the company or by the 
Government, if it is a Government ownership, or you have to provide it fi*om the 
earnings of the property, and if you call it a sinlang fund it comes to precisely 
the same thing. 

9* Would there not be this difference— that in the case of a sinking fund the 
original cost is gradually wiped out, whereas in the case of stock it is a perma- 
nent charge upon whi jh dividends have to be credited?- A. You have got to make 
a beginning somewhere. 

Q. (By Mr. Farquhar.) Have you a sinking fund at all in connection with 
your bonds?— A. No; there was on the bonds that matured a little while ago, on 
one class of the bonds, but they have been paid off. 

J . (By Mr. Litchman.) Could you give us the average cost of constructing a 
3 of poles with one wire?- A. You can not make an average. This country 
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has a surface of great geological variety. You may be able to dig a hole in the 
prairie and set a pole very quickly; then I have known of miles and miles of lines 
where we had to olast out every hole with dynamite to set the pole — to get it in the 
ground. 

Q. I asked the question to ascertain whether there was some way of finding out 
the cost, on an average, of erecting a mile of wire and then of adding additional 
wire, so as to get at the expenditure of the company for extensions in a series of 
years by dividing the total expenditure by the number of miles of wire in the 
same period, and to ascertain whether you could in that way get at an approxi- 
mation of the cost of the plant.— A. I do not think it can be shown with any 
degi’ee of reliability. You can use such figures to answer any theory you choose; 
but upon the practical question of how much it costs to reproduce a system eriual 
to the Western Union, to answer the same purposes, surviving the same difficul- 
ties, and lieing as efficient as that service, you can not. It fails because the con- 
ditions are entirely different. 

Q. Has there been any reduction in the telegraph rates in the last 15 years as 
shown by dividing the receipts by the total number of messages?— A. In the last 
15 years? No; 1 do not think that there have been any material reductions. We 
are reducing our rates in localities us fast as we can. 

Q. You referred to the extreme cost of terminal construction. Could yon give 
us some idea of the proportion which the expense of these terminals bears to the 
expense of ordinary construction?— A. No; I could not, because of the. great vari- 
ety of lines constructed throughout the country and the conditions in the different 
cities. For instance, take New York. We have a building there that cost us in 
the neighborhood of $5,000,000, to start with, without any e(iuipment. These are 
things which the people do not seem to understand— whkffi they do not seem to 
give us credit for in any way. All the wires in New York are underground. We 
have to have subways to put them in and pay $800 a year for every duct that we 
use, and so on. Take Chicago. We have a building there that cost from $2,000,000 
to $2,500,000, absolutely necessary for our business. So it is. The moment you 
approach the ganglia of the system, the centers from which the whole system 
comes in and goes out, the cost accumulates beyond any theory of calculation 
based on lines built in the open, the basis that has been talked about. 

Q. Is your building in New York used exclusively by your company?— A. No; 
not exclusivelv. We rent, I think, one floor to the Associated Press; but you 
have to have the building because you have to have the area— the space. Where 
you have 800 people working you have to have enough space for them to work in. 

Q. I only asked the question to see if the income from the rents of the building 
were sufficiently appreciable to be an offset.— A. It does not amount to anything. 

Q. Your company keeps a construction account, does it not?— A. Yes. 

Q. That shows the items?— A. Only the total is taken, whatever the estimate 
may be for the year. 

Q. Could you not supply that account when you revise your testimony, so as to 
show the cost per mile of wire and the cost set aside for terminals?— A. No. As 
I explained to you, the cost of construction this year may be of an entirely differ- 
ent character from what it may be next year. We may this year make exten- 
sions where it is exceedingly easy to build; next year we may have to go through 
rocks, where we may encounter all sorts of difficulties. I want to give you all 
the infonnation you want; but, candidly, I can imake no generalization of value 
concerning the construction of a system like ours that has to meet all sorts of con- 
ditions and overcome all sorts of difficulties. The expenses are so varied and so 
changed by conditions that I do not think it would be fair to us and I do not think 
it would lead to a right judgment on the part of the commission. Understand. 1 
do not desire to withhold anything, but to give you all that will help you to come 
to a fair opinion, as well as to treat us with fairness. 

Q. Would not that difficulty be met by a calculation covering a series of 
years?— A. Then you must get the character of the lines. 

Q. What is the life of a mile of wire?— A. That all depends. Put a wire through 
Pittsburg or a place like that, whore there are large numbers of factories, with 
acid fumes in the atmosphere all the time, and it lasts hardly any time at all; while 
a wire in the dry climate on the prairies will last a long time. Those are the con- 
ditions that make it difficult and absolutely impossible to supply useful informa- 
tion. I say in the light of long experience and in the light of very careful 
judgment bn the matter that any generalization on the cost of reproducing a sys- 
tem like the Western Union, serving a large country like the United States, is 
fallacious and not fair as a valuation of that system. It is only inexperience that 
would try to make a valuation on that basis. 
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Q. (By Mr. Kennedy.) Has the long-distance telephone cut into the receipts of 
the Western Union Telegraph Company appreciably?— A. No, sir. Our receipts 

are steadily giwing. . ^ . v ^ i i 

Q. I would like to ask you about the practice of giving complimentary books 
to different classes of people by which they are able to send messages free. What 
is the principle on which that is done; also whether it is a good thing for the 
telegraph company, and whether it is a good thing morally to do?— A. As to the 
principle of the practice, it is a matter of personal courtesy only. As to the mor- 
als of it, I do not know that it has any moral effect, and I do not know that it 
has any immoral effect. I do not see where the immorality would be likely to 
show itself. If your question leads up to the point made by one of your witnesses 
that the telegraph companies try to debauch the legislatures by giving them 
franks and things of that kind, I think the best answer would the existence of 
the complex State tax laws I mentioned this morning. And T do not know that 
we have received any great favors from Congress. On the contrary, I have been 
down here several times this winter fighting measures that would have been 
decidedly disadvantageous to the company, and I have had to use arguments, not 
franks. . , . , 

I wish to say further, as to the idea of corporations debauching legislatures, 
that so far as the Western Union Company is concerned th.at company, to my 
knowledge, has never spent 1 cent, either directly or indirectly, for State or 
national legislation. I make that statcrmuit with all the impressiveness it is pos- 
sible for me to employ. I should like also to say that I make this statement 
because Professor Parsons— I might as well name hiiri— concluded his testimony 
before this commissirn by saying thiat he uiuh'rstood from Mr. Wanamaker that 
when his desire to make a Government telegraph was not adopted there was 
“ a feeling of $1,()00,(K)0 in the air around him,” and Professor Parsons drew the 
conclusion, oi rather he left the inference to be drawn by us— by you and by 
those who luiard him— that the Western Union Telegraph Company was prepared 
to spend $1 .OOO.OlK) to defeat that measure. I merely wish to brand that state- 
ment as absolutely without any foundation in fact or justification in any way. 

Q. Yon say the giving of passes is a personal courtesy. Is there any thought 
that they will bring a return to the comiiany in any way by favors done, or are 
they given in any sense for favors done? — A. What favors? I do not know of 
any favors. I have just shown you that we do not get favors. 

Q. It is entirely a inatter of personal courtesy?— A. Yes; and it does not amount 
to anything. The amount of messages that are sent free by the Western Union 
Company in that way on this personal courtesy would not amount to a very small 
fraction of 1 per c(mt of all the messages sent. 

Q. Do you kee]) an account of the expense to the company of this kind of mes- 
sages?— A. No. We have an account, of course, of all the messages sent under 
franks cliarged up under the railroad (Contracts, as I have mentioned this moniing. 

Q. If tlie frank system were abolished would it make any difference in the 
rates? -A. No. 

Q. (By Mr. Litchman.) The question was asked of the Postal Telegraph man, 
and so we will ask it of you: Would these favors lx; given if a quid pro quo was 
not expected in return?— A. Yes; I do not know what quid pro quo could be 
expected. I do not know what the recipients could give us. 

Q. That is what we are trying to find out.— A. That is what I would like to 
find out. 


Q. (By Mr. Kennedy.) Why don't you cut them off?— A. Why don't people cut 
off courtesies in other lines of business? Why don't theaters cut off deadheads? 

Q. Is it not a fact that most members of Congress and State legislators have these 
franks'?— A. Not that I know of; some do; but when you say most of them, that 
means a great many. 

Q. Are they given voluntarily or do they ask for them?— A. I do not know. I 
really do not know anything about that. [Laughter.] 

(^. Are the employees of the Western Union Company organized in what is 
known as labor unions?— A. Not that I know of. 

Q. Is the company opposed to labor organizations?— A. That is a very large 
q^uestion that I do not care to answer. There was an organization in 1888, which 
the company refused to recognize; and I think, perhaps, that is the best answer. 
The company is always ready to deal with the personal grievances of its employ- 
ees if thev have any and put them on a fair basis, and we have every reason to 
suppose the employees are perfectly contented as they are. 

Q. Have you any figures showing the wages paid to operators in different parts 
of the country?— A. I can give you an idea. They vary according to the experi- 
ence and the age and the ability of the operator. In the large centers operators 
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are paid all the way from $100 per month down, and in small offices outside they 
are paid smaller salaries where they are beginning. There is a regular scale as 
there is in every business. 

Q. Was there any reduction of wages during the years of depression from 1893 
to 1897?— A. No. 

Q. Has there been any increase since then?— A. Not on the regular scale. 
There are increases going on all the time. As vacancies occur and men advance 
their salaries are increased as they fall into more responsible work. 

Q. Is there any increase of wages resulting from the general prosperity of the 
country during the last few years?— A. The regular scale of wages has stayed 
about the same. 

Q. (By Mr. Farquhar.) Are the wages now any greater than they were in 
1883?— A. I have not the scale of 1883. 1 could not answer that question. Since 
then the operators have been paid for overtime and Sunday work. 

Q. In the time since 1883 have the hours of labor been shortened by the day?— 
A. No; I think the scale has been the same ever since that time. I do not remem- 
ber any changes in it. 

Q. Did you pay on the lO-hoiirs’ scale at that time? — A. I have not the figures 
in mind. Nine hours for the fi days in the week, and Sunday pay extra. That is 
the regulation, and it is the same all over the system. 

Q. Ill 1883 you paid the extra hour of time?— A. Yes. 

Q. And that has continued ever since?— A. Yes. 

Q. Where do you get your supply of operators from?— A. From the yonng peo- 
ple in the offices. They begin in the large offices as check boys and check girls; 
and in the small offices they are generally friends of the operators and get the 
^portunity of learning there, and then they gradually work up in the business. 
There is also a school in the Cooper Union in New York that supplies a certain 
number. To that school the company makes a contiibution, but I forget .iust how 
much it is. 

Q. Do yoii take any graduates from the commercial colleges and schools?— A. 
We do not discriminate at all. If there is a vacancy and there is an applicant, 
and he is tried and found competent, he is employed. As I have said, it is entirely 
a ^estion of supply and demand, as it is in every oth(‘r business. 

Q. Is the supply more than the demand all the time?— A. I should think it is. 
I would not bo prepared to make a general statement, but I should say in a gen- 
eral way it is. 

Q. In the working of your linos are the operators on your lines and on railroads 
interchangeable?— A. Yes. 

Q. (By Mr. LiTcri>f an.) I would like to ask a question right in that connection. 
Are the wages paid to girls the same as those paid to men?— A. No; not quite as 
much. The girls do not do a^ heavy work. They can not work as heavy wires. 
We have about 3,500 women altogether in the service, but they are necessarily 
not doing as constant and heavy work on the heavy press wires and circuits that 
require more energy as the men are. 

Q. You spoke of having 3,500 women on the system. What proportion is that 
of the entire number?- A. As I pointed out this morning, we have, constructively, 
35,000 people, but a large number of these— perhaps a fair estimate would be half 
of them— are employed by the railroads under the contracts that I spoke of. But 
for the handling of the public telegraph business they are, constructively, the 
employees of the Western Union Telegraph Company, which, of course, pays for 
their services in another way; and they are subject to the rules of the company 
in the transaction of the public telegraph business. 

Q. Could you give the actual average rate for telegrams in the United States?— 
A. Yes; our annual report shows that for the messages we handled it is about 
80.8 cents, and the expense is about 35.1 cents, that is on the 63,000,000 messages 
handled by the company after making proper deductions for the expense of main- 
taining leased wires over which a great many messages are sent by the lessees of 
which we do not get any account. 

Q. How do you make it 30.8 cents?— A. By apportioning to this number of mes- 
sages the full share of the expense. 

Q. One is the gross and the other is the net? — A. Yes. 

Q. What is the actual average rate of telegi*ams in Great Britain?— A. That I 
do not know. 

. Q. Is this average rate obtained by dividing the total receipts by the total num- 
ber of telegrams?— A. No; by dividing the total receipts from the messages han- 
dled by the company, not putting into the proceeds receipts from leased wires, 
and stripping the receipts of everything but the proceeds from messages, and 
stripping from the expenses everything except that which is fairly chargeable to 
the messages we handled. 
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Q. Is not the same rale adopted in estimating the cost of messages in Great 
Brit-ain?— A. I do not know. I have never seen anything ak)ut the cost of mes- 
sages there. I do not know of any official statement that has over been made— 
any estimate of the cost of the handling of their messages. 

Q. Does the report you have there state the receipts from inland messages?— A. 
I do not know. I will say this, you must not take the inland messages alone. We 
do not do it. You have also to take cable messages and international messages. 
If you base any calculations of that kind on merely the inland messages you get 
false figures. For instance, we include all messages that we send over the Atlan- 
tic cables; that is, our proportion ol the tolls from the point of origin to the cable 
point, and so we think you must include cable messages sent in tlie same way 
and the proportion of the messages sent to the Continent. By any other method, 
merely based on the inland messages, you get a figure that is absolutely wrong. 

Q. If you divided the receipts from inland messages by the number of inland 
messages A. (Interrupting.) But can you do that? 

Q. I understood you could.— A. I understood you were dividing the gi'oss 
receipts on the inland mess}»g(‘s. 

From the testimony the inland messages yielded £3.289, r)74, and the number 
of messages was 74,151,885. That would give an average jK'r message of 15 cents, 
would it not?— A. I do not know where you get those figures. However you may 
get the total receipts and total cost ot messages you can not get away from the 
nict that the operation of the postal telegraj)!! lines m Great Britain means a 
burden of at least $3,000,000 per year on the tax])ayers. You may figure and 
figure' and figure, but still that result stares you in the fa(’e. 

Q. You made a calculation this morning on the basis of 31 words as the aver- 
age message in tlie United States: is it not true that the average message in Great 
Britian is 15 words?~A. I do not know. 

Q. If that be true is it a fair comparison to make a calculation on the basis of 
31 words where the other is only 15?— A. Pardon me. I think I was making the 
calculation on the basis not of the number in Gn'at Britain, but on the number 
of words that would probably be used for a communication between Great Britain 
and the Continent. 

(,}. (By Mr. Litciiman.) Well, right there: what proportion of telegi-ams sent 
by Great Britain go abroad?— A. I do not know. What 1 say is this: If you send 
a message from New York to Cl)icago, to John Smith, .573 r)(‘arborn stre('t, (’hi- 
cago, you naiiK! but one street. The chances are that if von .m ikI a message to 
London you have to name s(!veial streets; for instance, you mav have to address 
it to John Smith, 6 Mornington Crescent, Hampstead lioad, Camdentown, Lon- 
don, NW. 

Q. That being the case, and where messages average 15 words, is it fair to com- 
pare with the United States where the average^ is 31 words?— A. That basis for 
Great Britain, I judge, is on business that goes to small places where a man is 
known, for instance. In that case you would have it John Smith, Hampstead, 
whatever it may be. 

g. It is based on seventy-four million and odd messages?— A, That is all right, 
but a large number of the people whose messages you leave out of account of the 
cost there are paying a guinea a year for registration of a single word address: that 
ns, two words—one for the name and street and one tor the plac('. to cover John 
Smitli, 543 Main street, Manchester, whatever it may be, or Henry Smith & Co., 
700 River street, Huddersfield, or something of that soit. 

A if f lic total recei]»ts are £3,000,000 they can not amount to a great many. — 

A. When you are trying to get at the average number of wouls in a message on 
which a fair basis ot comparison of rates minst be made for Ihe general public, 
you must take that into consideration. 

Q. Your basis of 31 words to the message involves tb(‘ cost of 25 cents for 21 
words, does it not?— A. Yes. 

Q. Those 21 words would have cost, Jiccording to the foreign tariff, 31 cents, 
would they not?-A. In England. 

the average message, then, in England is 15 words, the average cost 
would only be 15 cents?— A. That may be. 

Q. And the comparison would be between 15 cents and 85 cents, and not 

• TT ^ wanted to bring out.— A. That 

might be. That is, on the same ba.sis; but please bear in mind that you are only 
comparing a limited territory. You could not apply that at all in this country 
without driving any telegrapliic corporation into oankniptcy. 

Q. I understand all these avera^fes. I am not pinning you down and do not wish 
® one question to ask in that connection: What effect on the 

rate is had by the fact that different countries own the linos in Europe? Does not 

HU 15 
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that increase the cost?— A . Yes. That is shown by the statistics I have pven you 
of the international lines. The messages passing over international lines in 
Europe are very much higher in tariff, figure as you will, than they are over the 
same territory with the unified system in the United States, 

Q. (By Mr. Farquhab. ) Suppose the British tariff schedule of rates was brought 
up to a paying condition, how much would they be advanced to cover the deficit 
that was made last year and the year before, for instance? What would be the 
cost of a message if it was taken at a paying rate to the Government?— A. They 
would have to increase them nearly 3 cents. 

Q. That would bring the rate almost to the same tariff scale we have in this 
country?— A. Yes. 

Q. In consideration of the shorter lines, too, there is 2 or .3 times the length on 
general messages?— A. Yes; there there an* (doser communities and compactor 
population. 

You hold, apparently, according to your annual report, a very large amount 
of securities of companies which have been taken over, I presume, in time?— A. 
Some of them have been and souk* of them have not. 

Q. Do you issue a stock share of the Western Union Company that covers these 
shares at par valut* brought over from these other companies?— A. No; all of those 
are outside. 

Q. Entirely outside?— A. Yes; they are leased companies that are included in 
the stocks of the guarant<;(* companies that are not in the Western Union, Some 
of them I accounted for in the amount of the capitalization. I want to say that 
the stocks of other companies bearing the guarantee of the Western Union Com- 
pany and not owned by it have lu'en acc.ounte<l for, but no stock has been issued 
to cover them at all. 

Q, No stock has been issued to any of tht^se comi)anies?— A, No, sir: the stocks 
of companies for which Western Union stock lias been issued have been taken m, 
of course, and canceled. 

Q. Have yon any idea as to the number of stoi'.khoiders you have in the com- 
pany?— A. Yes; about 11,000, in round figures. 

Q. Can you give an idea as to how many stockholders hold large blocks of your 
stock?— A. No; I have not looked that up for some time. There are some large 
holders. 

Q. Would they amount to over a hundreil?— A. I do not believe they would 
amount to nearly a hundred. I should think, speaking offhand, 50 would be an 
extravagant estimate. 

Q. Wliat is your average dividend?— A. Five p<'r cent is our regular dividend 
per annum. Tliat has been tlu* annual dividend for a number of years. 

Q. Does your surplus go to extensions and betterment of lines?— A. It goes to 
construction, 

Q. As a business man, do you know of any business in this country, corporate 
or otherwise, that (jan be brought under a rule of its wortli being the cost of 
reproduction?— A. No; no successful business. If it is not successful, it is sold as 
a bankrupt conceni. 

Q. You know nothing of railroads, telegraph, or anything else where the theory 
of reproduction as to worth of the stock would hold good? — A. No, sir. 

Q. Do you know of any busine.s8 men in N(^w York or elsewhere that ever held 
that opinion?— A. The oiunion I expressed? 

Q. No; I mean the expression of (Uist of re])roduction.— A. No; not only no 
business man, but the decision that I have (juoted to you of the appellate court 
of New York, distinctly, after examining tin* (luestioii, declared precisely as I do. 

Q. (By Mr. Litchman). Right in that connection, supposing a company of 
capitalists should start to build a competing company of the Western Union 
Telegraph, would their business be baaed upon the capitalization of the Western 
Union Telegraph or upon the cost of construction of the line duplicating it?— 
A. That is a question I should not like to argue. 

Q. You have answered a hyiiothetical question Why is that not equally perti- 
nent? I will state why I asked that question. I saw it stated not long ago that 
Mr. Rockefeller was contemplating duplicating the line of the Western Union 
Company, and that Mr. Russell Sage said if that was done he would be willing 
to dispose of his stock in the Western Union Telegraph Company even if he 
could not get but 50 cents on the dollar for it.— A. That is a matter of business 
contingency which I do not feel called upon to answer. I am only giving evi- 
dence here on the conditions as they exist. 

Q. Would you object to saying what commission is paid to the Bell Telephone 
Company for receiving and delivering messages?— A. Fifteen per cent; about on 
the same basis of every other collecting and delivering agency on all our lines. 

Q. You were asked the question what would be the added cost in Great Britain 
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to me88a#?es under certain contingencies, and you answered 3 cents?— A. I 
said I supposed so, by taking the amount of deficit and dividing by the number 
of messages. That is the only way I can get at it. 

Q. That would not be add^ to 21 cents if it cost only 15 cents per message?— 
A. You say that the average is 15 cents; I do not know how you get at those 
figures. 

Q. Assuming it is 15 cents, it would make the cost 18 cents?— A. Yes. 

Q. For the sake of comparison in making up some tables in the office hero, could 
you furnish reports of your company back for a number of years?— A. No. The 
annual reports contain statistics that run back to 1866. There is a table that has 
been printed over and over again. 

Q. It does not cover the cost of construction during those times, does it?— A. No; 
I can’t give that. 

Q. (By Mr. Kennedy.) Is there any increased cost to the public by reason of 
using the telephone in conjunction with the tele^aph company?— A. Sometimes 
there is. If it is an independent line that runs into some place, they sometimes 
charge a small tariff for sending the message in, and then of course we have to 
charge that, whatever it may be. 

Q. Ordinarily, it is not?— A. Not for the ordinary collecting and distributing 
through the telephone companies; the message goes to and from their subscribers, 
and we are the subscriber under those circumstances. 

Q. (By Mr. Litchman.) What do you think would be the effect of a general 
reduction in rates throughout the United States on an increase in business of 
your company?— A. As our facilities are about (‘(jual to the demands of the busi- 
ness, and we keen them there all the time, and the result is shown by our annual 
report, I think there is only one answer to that (luestion: That it would mean 
loss to the company, because the nhysical capacity of wires and transmitting busi- 
ness has a limit. You can put all the wires you like into the woods of Michigan 
and across the prairies and into the mountains, but there is only so much busi- 
ness, and that is all you can get: and there is so much money necessary to spend 
to get it, and the facilities to these remote ])laces now an^ more than enough all 
the time to meet the wants. 

Q, Would there be, in your judgment, a sufficient increase in the income by an 
increase in the number of messages to counterbalance the loss by a reduction in 
the rate if the rate was fixed at 20 cents instead of 25?— A, I should think it would 
be a very serious (piestion. You mean in New England? 

Q. Let the reduction of 5 cents apply all around on tlie rate charged.— A. I 
think it would be a very serious (piestion, which would retniire very careful con- 
sideration. We have considered those (piestions, and we have not seen our way 
to make that rate. That rate has been tried, as I said this morning, by the Balti- 
more and Ohio and several (companies, and th(^ result has been bankruptcy, and 
they have had to come to us. 

Q. In the postal service a decrease in tlie po.stage has been followed by a tre- 
mendous increase in the number of letters.— A. But you do not make a parallel 
of that, I ho])e. The postal department is simply using the capital expendeci by 
corporations; it is only a matter of putting on another car on a train, if you want 
it. But once a telegraph wire is filled, you have got to construct another one the 
whole distant^e wherever you need it. There is no jiaralhd between any public 
service of the Government that 1 know of and a Gov(>rnm(*nt telegraph, because 
the Government uses the facilities of other peo]>le for all other departments of its 
service. If you have busine.ss for a telegraph line, you have got to build a line 
for it the whole distance. If your mail matter increasi^ 1 ton or 5 tons, the rail- 
road simply puts on another car and carries it. No capital is expended; the track 
is there, the engine is there. But in the telep-aph business it is entirely different. 

I think that a parallel between the British post-office and the post-office of the 
United States is about as good as you can get. The post-office of the United 
States is run at a loss of about $3,000,000 a year, is it not? 

Mr. Farquhar. Four millions. 

The Witness. A year. The United States post-office gets 4 cents, 6 cents, 8 
cents, where the British post-office gets 2 cents; and 4 cents where it gets 1. Yet 
with a.11 that, with their higher rate, without the investment of capital to provide 
facilities for the service, they make a very great loss, while the British post-office 
goes on and makes a large profit. Now, then, if you are ^oing to extend the tele- 
graph in the United States on the same principle that is claimed by the advo- 
cates of the Government ownership idea, as was done in Great Britain, to carry 
it to every hamlet, you can not employ the capital of any other person to do it; 
you have ^ot to go to the Government, you have got to provide the means some- 
how to build the lines out to every nook and comer. Those lines must be taken 
care of if you get business or if you do not; and if with the facilities I have shown 



228 


Iin)U8TfiIAL COMMISSION t-'-TBANSPOBTATIOlT, 


yon this moraine, the nnmber of places we reach, and the number of places over 
a thousand inhabitants in each ^ate are all provided with communication, we 
can only make enough at our rates to-day to provide for a small profit, and the 
Government is going to take over the system and spread it out with the neces- 
wry attendant expenses and put down the rates as has been advocated before you, 
it seems to me the result would be a deficiency, compared with which the defi- 
ciency in Great Britain would be a flea bite. 

Q. (By Mr. Litchman.) In speaking of the deficit of the United States post- 
office, is it not fair also to take into consideration the vast distances which mail 
matter is carried?— A. That is just the point I am making. You have just the 
same difference with the telegraph, and therefore will have a deficiency if you 
trv telegraphs on that plan; the great differences in the distances wfll create a 
relative deficiency, just exactly as the present deficiency is compared with the 
British post-office. 

Q. Well, the question originally asked was whether a decrease of the rate per 
message would not be followed by a large increase in the number of messages 
sent?— A. Yes; I said perhaps it would, but at a loss. 

Q. Was not that the fact in the case of reduction in English telegi-aph rates in 
1885?— A. Oh, yes; but was it not a fact that the deficiency ran up and is now 
running up to two million and a half every year? 

Q. It IS said to be a fact that messages increased two and one-half times in 
number in Great Britain.— A. You are talking about the question of increasing 
the business at a reduction of rate. Now, I say this to summarize the whole 
thing; You are asking me, as I understand it, whether if the company should put 
down the rate there would not be a great imirease in business, with the inference 
that we would also make a profit. I say that the experience in Great Britain 
that you cite of the increased number of messages after the rate had been 
put down simply proves that the same thing could only be done here at a very 
serious loss to the companies. That is my deliberate judgment, in the light of 
the experience of other companies who have tried it and have gone into bank 
ruptcy, and because of our own experience. We are studying the question and 
have studied it for years. We have a bureau that does nothing else except to 
look after the question of adapting our rates to the business and social demands 
of the country, with a proper regard to the vested interests of which we are 
tnistees. I can only say that the present rates are fair, and that any radical 
reduction of rates such as was made in Great Britain would be followed by dis- 
astrous consequences to the owners of the property. Such a policy would be of 
no possible benefit to the peo])le, and if the Government had the telegraph it 
would simply shift the burden from the stockholders to the taxpayers. 

Q. When the Baltimore and Ohio Telegi-aph Company ran an opposition com- 
pany to the Western Union, did not the WesWn Union make competing rates?— 
A. Yes, and stopped its dividends, while the Baltimore and Ohio Company became 
bankrimt. 

Q. (By Mr. Farquhar.) You say that the press associations stand on all fours 
so rar as rates are concerned?— A. Yes. 

Q. The International Typographical Union’s committee have been asking to 
have ^vernmental control of the teleCTaph, so that these telegraph facilities 
could he extended to all papers in the United States. Is not that the plea they 
have made?— A. I lielieve it is, but it is a matter that does not concern us in any 
way; we are only the carriers of the reports of the associations; we have nothing 
to do with procuring or furnishing them. 

Q. So you would say if there was any monopoly or discrimination it lies in the 
associations themselves?— A. Precisely. No telegraph company has any voice in 
that question at all. It is merely the transmitting agent of the press associations 
to the addresses given. If it sends the matter, or leases its wires to associations 
for their own uses, any association can get exactly the same terms in either case. 

Q. You said also there was no priority in business. Is there not a priority for 
all Government business?— A. Yes; that is a part of the agreements with the Gov- 
ernment which will be printed as exhibits— that Government business shall 
have priority. And I should like to say just one thing while we are talking 
about Government business: That the Western Union Company’s service to the 
Government is not confined to the business specified in those contracts. You may 
not know it, but all of the business, the telegraph business, of this Government 
with Cuba throug;hout the Spanish campaign and since has been transmitted and 
is to-day transmitted free over the cable of the International Ocean Telegraph 
Company, which is leased and operated by the Western Union Telegraph Com- 
pany. In one year we did more business over that cable for the United States 
Government than we did for the Spanish Government for the preceding 30 years 
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of the ooncession, and we are doing it to-day. We are not making any face 
about it, but, on the contrary, we are very glaa to put the United States Govern- 
ment in the same position as the Spanish Government was in. I wanted to say 
that to show that we are not so black as some of our socialistic friends like to 
paint us. 

Q. (By Mr. Litchman.) Is not the Western Union pursuing this course to keep 
the Postal Telegraph Company out of Cuba?— A. No, sir; we are simply keeping 
our contract like honest men. We have a concession in Cuba that provided that 
business of the Spanish Government should go free between Cuba and the United 
States until 1906. When the United States Government came into control, we 
put it in the same place tis the Spanish Government, and all we ask is that the 
United States shall respect that contract as the Spanish Government has done. 

Q. It is a fact that you are fighting the Postal to keep that company from get- 
ting a foothold 111 Cuba?— A. Pardon me; we are fighting to try and keep them 
from breaking down our rights. 

Q. They are trying to get in, and you are resisting the attempt?— A. They have 
been trying to get in. but Congress has not done anything yet. 

Q. (By Mr. Kennedy. ) Has there been an attempt made to bring about a con- 
solidation between the Western Union and the Postal Telegraph companies?— A. 
Not that I am aware of. I have seen a report to that effect in the papers. 

Q. Is there any community of ownership between them?— A. No, sir; not a 
dollar. 

Q. Have you spoken as to the arrangements by which the ruinous competition 
of former years is done away witb, etc.?— A. The Postal Telegraph managers 
found that they could not do anything in the matter of low rates, so they fol- 
lowed the rates of tlu‘ Western Union. 

Q. Was not that by mutual agreement? — A, There was an agreement, yes. 
That agreement was practically aboli.shed; they simply follow the rates that we 
make. 

Q. You make the rates and they follow?— A. The rates are generally understood. 
Anybody can get our rates by going into an office and asking for them. 

Q. Is it desirable to bring about a consolidation of the two companies?— A. That 
1 am not prepared to answer. 

Q. (By Mr. Litchman.) You have an interchange of messages?— A. Yes; that 
is, they turn messages over to us if they take them for any place they do not reach, 
and we transmit them. 

Q. You prorate on these messages?— A, No. 

Q. The additional tariff of your zone is added to their tariff?- -A. Yes; or they 
may take them for our through rate, and turn them over to us at their point of 
ongin, turning over the whole rate to us. 

Q. (By Mr. Clarke.) If the telegraph were to be owned and operated by the 
Goveniment, would there be any .saving in the employment for it of certain 
employees of the Government now in other occuijations, like postmasters and 
clerks?— A. I should hardly think so, because a prerequisite would be a knowledge 
of telejn’aphy; in small offices particularly the postmaster would have to combine 
his ability as postmaster with the ability of a telegraph operator. 

Q. That is the case with railroad station agents now, is it not, to a large 
extent? — A. Yes; they would be on the same basis, but there are, I imagine, a 
large number of postmasters that do not know anything about telegi’apbs. 

Q. Was not that true somewhat of the railroad station agents?— A. Yes. 

Q. One man can learn as well as the other?— A. Yes. 

Q. Is it not true, then, that a very large number of small offices could be man- 
ned by the same person who does some other branch of Government work?— A. 
Yes; I think that is true. It is true of several of our offices in small places which 
are in the post-offices now. 

(^. It has lieen charged that private or company ownership keeps out of use 
some of the latest and best inventions for operating the telegraph. Is there any- 
thing in that charge?— A. If the person or persons who make that charge will 
kindl^ame the apparatus. I should be very glad to Know it. 

Q. What is the policy of the Western Union Telegraph Company in reference 
to new inventions?— A. To develop every invention that it can lay its hands on 
that will improve the service, as I think its history proves with the quadruple! 
and other systems. 

Q. Is the pnnting telegraph in use by the Western Union?— A. I do not know 
what you mean by the pnnting telegraph. 

Q* The telegraph which uses the alphabet instead of the telegraphic signs.— A. 
Oh, the old-fashioned printing is in use, but we have an automatic system in use 
by which a message is sent over a punched slip, the same as the Wheatstone, and 
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received in printed Roman letters at the other end on an ordinary blank, ready 
for delivery. 

S . Is there not some invention by which messages are sent in Roman letters 
are received in Roman letters?— A. Not that I know of. There have been a 

S eat many theories about such things. I know of no practical system of that 
nd. 

Q. Is it practicable to send signatures and outlines of pictures, etc., by tele- 
graph?— Yes; for short distances. That is a very old invention. That is Gray’s 
telautograph, which is a development of several systems of that kind. The first 
one, I thiiiK, was an invention by Casselli, in Italy, some 20 or 30 years ago or more. 
I have forgotten the date. Then it was taken up by Edison and others. 

Q. If that can be done, why is it not equally feasible to transmit Roman letters?— 
A. It is done, but only for short distances. It requires 2 or 8 wires, and is too 
slow— too slow to compete with the ordinary transmission of messages. 

Q. Do you know of any reason why the Government could not operate the tele- 
graph just as successfully as a company, provided it practiced good business 
methods?— A. Do you mean merely to operate it physically? 

Q. Own it, and operate it, and maintain it, and keep it up to public demands.— 
A. I suppose the Government could do it by employing the same class of ability 
that the companies employ for management and for operation; but I do not thinlc 
that the general history of Government operation of any system like a tele^aph 
without an organized and permanent civil service, would make it satisfac- 
tory to the public. As to the financial part of it, I can only repeat what I 
have already said — that if the Government should own and operate the whole sys- 
tem of telegraphs in the United States it could oniy do so at a large annual 
deficiency, because there would undoubtedly be political clamor for extension of 
lines to all sorts of localities without regard to any sort of financial considerations, 
of financial profit. The result would simply bo similar to that of the British post- 
office and, as far as I know, the financial results of the systems of other countries, 
except that with the larger extent of territory, the greater variety of climatic 
conditions and commercial conditions in the United States, the result would be 
very much more expensive than it is in other countries of which we have any 
record. 

O. Do you think, as a practical telegraph manager and financier, that the prin- 
ciple upon which the European countries which own and operate telegraphs 
administer that branch of the Government, namely, not to make the companies 
profitable, but to afford the largest possible service to the public, is a correct prin- 
ciple?— A. No; in the presence of a system that serves the public as well as the 
present system does, and of the evidence that there is very little territory— that 
there is no territory, in fact— where there is a great demand for the telegraph that 
it has not gone or does not reach by means of the telephone connections for col- 
lection of messages and distribution of messages, as I pointed out this morning, I 
think that no good public end would be served by it. 

(^. Suppose the Government applied good business principles to the operation 
of it so as to make it yield a fair revenue, sufficient not only to pay all its current 
expenses, but to keep up the plant in good condition and to extend it as fast as 
there was a reasonable demand for it and to yield a small profit in addition to 
all that, what objection could you then see to Government ownership and con- 
trol?— A, If you are speaking to mo now as merely a citizen, that is another ques- 
tion. I see, then, a politico difficulty and objection, and I imagine that a per- 
manent civil-service arrangement such as prevails in all European countries 
would be distasteful for the telegraph or any other department in this country. 
Without it, the periodical shifting of operators, or managers of the offices, with 
political changeSj would seriously demoralize the substantial business of the 
country, the business that depends on quick and steady communication; and 
values of jiroduce, values of securities, and values of all kinds might be very 
materially interfered with. Under the present system instantaneous communi- 
cation is maintained unbrokenly between the centers of commerce, and has to be. 
On that point you must also bear in mind that all governments who take over 
the telegraph systems at once start in by disavowing any responsibility for delays, 
for errors, for damages of any kind resulting from defective service, while the 
private ownerships are held responsible by the courts for the conduct of their 
Dusiness, and mulcted in damages for neglect or failure that very often they 
ought not to be responsible for. By that means very strict discipline is necessarily 
enforced, automatically almost. Under the Government ownership any com- 
plaint or claim is met simply by the statement that His Majesty’s Government is 
not responsible for any mistake made on the telemph line. 

Q. In your opinion, could the mail service of the Government be carried on by 
private companies better than the Government does it?— A. I should not like to 
express an opinion on that subject; I do not know enough about it. 
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Q. If there were no deficit in the Post-Office Department, but, on the contrary, 
a profit, would not the Government administration of that public facility be a 
good strong argument in favor of operating the telegraph also? — A. I think not, 
Realise, as I said in one of my answers to Mr. Litchman, the conditions are 
entirely different. In the one case, the Post-Office employs the vehicle provided 
by the capital of coii)orations on railroads, and by a large number of individ- 
uals, as 1 understand it, for animal and like conveyances in the country dis- 
tricts. To meet the same conditions for the telegraph, it must necessarily pro- 
vide a gi’eat deal of capital, much of which would necessarily be unproductive, 
11 nd that would simply moan an additional burden on the taxpayer. 

Q. Is there an active and strong demand in new regions of the country for tele- 
graph facilities?— A. Yes, sir; where there are developments. I may mention an 
instance to you. The other day an oil well was found at Beaumont, Tex. Instantly 
there was a rush of people there, but by the time they got there we had some 
(piadruplex instruments on the ground and had so increased the facilities that we 
were able to handle the busiiu^ss befon' they were down there. By the time busi- 
ness was well under wav a wire was strung from Houston down, and complete 
provision made for that business. 

Q. Would not a large number of places be accommodated with the telegraph if 
the Gov(anment owned it which now it does not seem an object to the company 
to bring into the field?— A. I think that it was the policy of extending the tele- 
grai)h to unprofitable places in Great Britain that caused the deficiency. As I 
showed you this morning, the number of telegraph offices and connections with 
them so far ('xceedsthe number ol places with over 1,000 population in each State 
of tl](; United States tliat the plaices not so reached must be very small and very 
remote, and <uiy further extension could only be to such unprofitable places except 
as they are developed. 

Q. That would be a public (convenience not only to those places, but to people 
in other iiarts of the country who might wish to communicate with them, would 
it not? —A. Yes; it would come back to the question of who was to bear the 
expense. 

Q. The same is true in regard to mail service in this country, is it not?— A. Y'es; 
bnt tlnu'c are much fewer places in this country with the post-offices. We have 
a larger percentage of telegraph ofti(C(\s to post-offices in tliis country than there 
are in Gr(*at Britain, as I showed you this morning. 

Q. The fact remains, nevertheless, that there is a very largo area not yet reached 
by telegraph?— A. Yes; where there is a shifting iiopulation, where there are 
ranches, and places of that kind, but I do not believe there are any places of any 
consequence where there is any demand for commuiiication that we do not rea(ch 
or that we are not in touch with. 

Q. The Government sends mail, does it not, to thousands of offices, the business 
of which does not pay the c,ost?— A. 1 suppose so. 

Q. Might it not do the same with telegraph messages and have the loss made 
up from business in more tliK’kly settled portions of the country?— A. I should 
say no. If they can not do it in (jlreat Britain, where the population is close 
together, where the country is thickly populated, and where, taking in Ireland 
and the highlands of Scotland and all those waste places, the population is still 1133 
to the mile, while our population is 76 to the mile, it seems to me that the result 
would be that the loss would grow in proportion to the size of the country. 

Q. Well, could not the Goveniment of Great Britain do it if it charged higher 
rates?— A. Sui)p(jse they were to cliarge higher rates; I do not see that that makes 
any argument here, where the di.stance8 are so much longer, and where condi- 
tions are so entirely different from what they are there. 

Q. The long and short of it is this: Can there not be a rate that will be remu- 
nerative, not necessarily from every office, but taking the rates at large over the 
whole country?~A. I do not think you can make a juster or fairer division of 
rates than we have now. 

Q. Suppose the Government accepted your scale of rates, then, entirely; could 
not they make it up?— A. Anybody, given the same conditions we have, could, i 
suppose, step into our shoe.s. But, a.s I understand it, the whole idea of Govern- 
ment ownership is that the Goveriiineut has only to put its hand on the lines, 
reduce the rates so as to produce a tremendous increase in messages, provide an 
unlimited increase in facilities, and by some magic defy the ordinary law of the 
ledger and strike a balance somehow where exi)ense8 are more than receipts, 
witnout a deficit; and I do not see how it can do it, 

Q. You think, then, that the chief danger of the Goverment making a failure of 
it if it undertook it, would be, first, that it would not do the business on business 
principles, and second, that it would be influenced by local considerations and 
political considerations?— A. I slionld think that these are obvious dangers, obvi- 
ous possibilities. 
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Q. (By Mr. Litchman.) Will you tell me the capacity of a cable?— A. Yes; 
with pleasure. It depends somewhat on the len^h of the cable. For an Atlantic 
cable, for instance, a cable that is laid in the Atlantic Ocean, that is from 1,800 to 
2,500 miles long, the only guarantee any contractor will give you is 17 words a 
minute. 

Q. It is substantially only one wire?— A. One wire right in the center, insulated 
and covered with iron or steel sheathing wires to protect it from friction outside. 

Q. 1 wanted to bring out the fact of the relative capacity of a cable with a line 
of land wire.— A. You can put as many wires on a land line as the poles will 
carry. Submarine cables have only one conductor each. There is a cable [show- 
ing a drawing] . This is the insulation. This space is filled in with jute [indi- 
cating] . These wires are laid on the outside and the whole thing is about as big 
as your two fingers. A ship sails along and you commit your property to the 
mercy of the deep. 

Q. (By Mr. Clarke.) These side wires [indicating] are merely to give it 
strength?— A. That is ail. Sometimes cables are laid in 2^ miles of water and 
you must have the necessary strength to stand the strain of lifting them from 
that depth for repairs. 

Q. (By Mr. Litchman.) How far, in comparison— referring to the question 
asked you by Colonel Clarke, between this country and Great Britain— would the 
diflierence in universal education in this country modify the view expressed by 
you?— A. I do not think it would influence it very much. I think that our people 
who want to telegraph, do telegraph. What I wanted to say this morning is that 
Great Britain is a good deal of a playground. London is peopled all the time 
with a swelling stream of strangers from all over the world. You take a traveler 
who goes over and lands at Queenstown. The first thing he does is to telegraph 
to London to see if his hotel accommodations are all right. There is a large 
amount of social telegraphing all the time, and the whole country is simply filled 
with large houses where house parties are going on all the time and there may 
be 20 people in the house telegraphing about servants 

Q. (By Mr. Kennedy.) Can you ‘‘quad” the cable?— A. There is a fortune for 
you if you can do it. No; we can duplex it. 

(By Mr, Farquiiar.) If the Western Union and Postal were taken over by 
this Government, it would be in the hands of Congress in the Post-Office com- 
mittees?— A. Y'es. 

Q. The whole management of the appropriation, just as the appropriation is 
now for the postal service?— A. Yes. 

Q. Do you see a danger in the usual way of Congressmen getting everything 
for their districts they (;au. in covering every Congressional district of the United 
States with the telegraph to every farm house or every crossroads in the coun- 
try?— A. Well, I think that an opinion on that point can only be given in the 
light of experience. 

Q. Do you not think that this giving a ConCTessman this opportunity to make 
extensions all over the United States in his district would in a larger measure 
bring in this selfishness that is contained in the river and harbor bill?— A. That 
is mst what I do think. 

Q. Do you not think that is really enough to wreck any proposition of Govern- 
ment ownership?— A. I think so, decidedly, and I think that that is the opinion of 
everyone who has really, carefully, conservatively, and intelligently thought 
over the question. 

Q. (By Mr. Kennedy. ) I would like to ask if the post-office system is a political 
question? I would like to know if Government ownership of the telegraph 
would likely be any more a ^litical question or a political machine than the 
Post-Office Department?— A. Well, is it not true that the postmasters are all 
changed with every new administration? And if you should undertake to change 
all the telegraph managers and operators with every administration, I think that 
the whole business of the country would be absolutely demoralized. 

Mr. Clarke. Can you think of anything further? 

When your testimony is sent to you for revision, you can supply any data that 
you have neglected to supply here. 

The Witness. There is one thing that I want to put in there. I said something 
about values on tax returns. That is all nonsense. The taxable valuations are 
on a real estate basis nearly all through the property, but that has no relation 
at all to the questions we have been considering. 

Testimony closed. 

M^ereupon, at 4.10 p. m., the commission adjourned until to-morrow morning 
at 10.30 o'clock. 
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Exhibit D. 

Rates op Pay fob Government Communications by Teleoraph. 

Order [ Post-Office Department, 

No. 742. ) Washington, D. C., June 30, 1900, 

Pursuant to the authoritjjr vested in the Postmaster-General by the act of Con- 
gress entitled ^‘An act to aid in the construction of telegraph lines, and to secure 
to the Government the use of the same for postal, military, and other purposes,” 
approved July 24, 1866, and by the Revised Statutes of the United States, Title 
LaV, I hereby fix the rates at which such communications as the said statutes 
prescribe (not including those passing over circuits established by the Chief of 
the Weather Bureau, Department of Agriculture) shall be sent during the fiscal 
year beginning July 1, 1900, and terminating June 30, 1901, by the severaJ com- 
panies within the effect of said statutes, as follows: 

For day messages containing not more than twenty (20) words, exclusive of 
place from and date, twenty (20) cents, not exceeding one thousand (1.000) miles, 
and one cent for each additional word. One quarter of this rate to be added for 
each five hundred (500) miles, or fraction thereof, but no rate on a message of 
twenty (20) words to be more than forty (40) cents, nor on an additional word 
more than two (2) cents. The rate between all points in any State, Territory, or 
the District of Columbia shall be twenty (20) cents for twenty (20) words, and 
one cent for each additional word. 

In cases where the price of a message, determined as herein provided, shall 
include a fraction of a cent, such fraction, if less than one-half, is to be disre- 
garded; if one-half or more, it is to be counted as one cent. 

For night messages not exceeding twenty (20) words, exclusive of place from 
and date, fifteen (15) cents for any distance within two thousand (2,000) miles, 
and for greater distances twenty-five (25) cents; in each case one cent for each 
additional word. 

Instead of computing the actual distances of transmission, the distance for 
payment shall in all cases be taken absolutely to be the number of miles between 
the capital of the State or Territory, or from the city of Washington, if from 
within the District of Columbia, from within which (whatever the place) the 
message is sent, and the capital of the State or Territory, or the city of Washing- 
ton, if within the District of Columbia, within which (whatever the place) the 
message is received, as shown in the accompanying table, wherein such distances 
are given as computed upon the shortest practicable route between such capi- 
tals, and which is to be taken as part of this order. 

But it is provided that if, on the Ist day of July, 1900, or at any time during the 
ensuing year, any such company shall charge the public for a message of ten 
words or less, exclusive of the date, address, and signature, a less rate than is 
herein fixed for twenty words, exclusive of place from and date, the rates here 
prescribed shall, as to such company, thenceforth during the year be reduced to 
the rates so charged to the public. 

The statutes provide that telegrams between the several Departments of the 
Government and their officers and agents, in their transmission over the lines of 
any such company, shall have priority over all other business. All officers of the 
United States sending such telegrams should indorse thereon the words “ official 
business,” and should report to the Postmaster General any failure to transmit 
them in such priority, and any charge made in excess of the rates above pre- 
scribed. 

Each company will be allowed to charge for messages received from another 
line at the same rate as if received from the Government direct, at the point of 
transfer for transmission over its own line. 

Ch. Emory Smith, Fostinaster-Oeneral, 
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SohedtUe of rates for Government telegrams on and after July /, 1900. 
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p]XHTBIT E. 

Rates for Tet.eoraph Service for the Weather Bureau, over Western 

Union, International Ocean, and Postal Telegraph-Oable Companies’ 

Lines, for the Fiscal Year endin(} June 30, 1001. 

FOR MISCELI.ANEOUS MKSSAOES. 

For messages containing not more than twenty words, exclusive of place from 
and date, twenty cents, and for each additional word one cent, for all distances 
not exceeding one thousand miles. 

For distances over one thousand miles, one-fourth the price of messages for one 
thousand miles to he added for every five hundred miles or fractional part thereof: 
Provided, That no message shall be more than two times the price of a message 
for one thousand miles. (Fractional parts of a cent to be dropped in all amounts. ) 

The rates between all points within the same State, Territory, or the District of 
Columbia shall be the same as for one thousand miles, to wit, twenty and one. 

The distances from all points in one State, Territory, or the District of Colum- 
bia to all points in another State, Territory, or the District of Columbia, shall be 
taken arbitrarily to be the distance between the capitals of such States, Terri- 
tories, or District, respectively, by the shorte.st practicable route, as shown by 
the published distance tables of the Post-Office Department. But it is provided 
that if, on the first day of July, 1899, or at any time during the ensuing year, the 
public shall be charged for a message of ten words or less, exclusive of the date, 
address, and signature, a less rate than is herein fixed for twenty words, exclusive 
of plac6 from and date, the rate here prescribed shall, thenceforth during the 
year, be reduced to the rate so charged to the public. 

FOR circuit reports. 

For weather reports in code words, over circuits as now or hereafter arranged 
for the purpose, each station copying all the reports sent from the other stations 
on the circuit, two and one-half cents per word over each circuit not exceeding 
one thousand miles in length and having not more than four intermediate and 
two terminal stations; one-half cent per word additional for circuits over one 
thousand miles in length: Provided, That no circuit shall exceed fift^n hundred 
miles in length; one eighth cent per word to be added for each additional drop- 
copy station; one-eighth cent per word to be deducted for each drop-copy station 
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that may be discontinued beyond the four intermediate stations. Copies of all 
circuit reports, in installments of not more than two sheets at a time, must be 
delivered to the Weather Bureau observers promptly after their receipt at the 
stations on the different circuits, where messenger service is maintained. 

SPECIAL RATE FOR CERTAIN FORECAST, AND ALL COTTON REGION, SUGAR AND 
RICE, AND CORN AND WHEAT REGION MESSAGES. 

For all forecast messages distributed from designated circuit centers other 
than Washington, D. C., Chicago, 111., San Francisco, Cal., and Portland, Oreg., 
on each day that they are telegraphed, the rate for miscellaneous messages will 
be charged for the first message and ten cents for each additional message. 

For all forecast messages distributed from the circuit center of Wafdiington, 
D. C., Chicago, 111., San Francisco, Cal., and Portland, Oreg., to points other than 
regular Weather Bureau stations, on each day that they are telegraphed, the rate 
for miscellaneous messages will be charged for the first message and ten cents for 
each additional message. For all foiecast messages telegraphed from Washing- 
ton, D. C., Chicago, 111., San Francisco, Cal., and Portland, Oreg., to regular 
Weather Bureau stations the rates for miscellaneous messages will apply. The 
message destined to the farthest point from the designated circuit centers shall 
be considered as the first ine.ssage in each case. 

For all cotton region, sugar and rice, and corn and wheat region messages on 
each day that they are telegraphed, twenty cents for the first message received at 
each circuit center and ten cents for each additional message. 

Forecast, cotton region, sugar and rice, and com and wheat region messages 
to be counted the same as miscellaneous messages, and one cent allowed for each 
additional word over twenty. 

For rent of cable between Fort Point and Lime Point, California, at fifty dollars 
per month. 


It is agreed that the above-named telegraph con^anies shall require their opera- 
tors and agents to give priority to all Weather Bureau business, in accorcwnce 
with the provisions of the act of Congress apxjroved July 24, 1860, which provides 
that tele^ams between the several dex)artments of the Government shall have 
priority over all other bu8ine.ss. 

Schedule of word raten. 

[All words, oAcept jdace from and date, to be counted Messages of hss than twonty words t(> bo 
charged at tin; rate of twenty words.] 
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Schedule of word rate#--Continued. 


Number of words. 

Rate . 
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miles. 

Distances 1,000 miles 
or less. 
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Exhibit F. 

Slati^ics of the Western IMm Telegraph Company. 

The followin;» table exhibitn the mileage <tf lines o|)erate(i, nmnber of offiee^, num- 
ber of messages sent, receipts, expenses, profits, and average tells and cost per message 
for each year since 1866: 
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TESTIMONY OF MR. A. L. RANDALL, 

Chairman International Typographical Union committee on Government control 
ana oivnership of the telegraph. 

The commission met at 10.55 a. m. At 2.38 p. ra., Mr. Litchman presiding, Mr. 
A. L. Randall appeared as a witness and, being duly sworn, testified as follows: 

Q. (By Mr. Litchman.) For the sake of the record, you will kindly give your 
name, post-office address, and your occuiiation. — A. A. L. Randall, 1510 North 
Cauitol street, Wa.shington, D. C. ; assistant foreman, Government Printing Office. 

Q. You are a member of the International Typo^aphical Union committee on 
Government ownership and control of telegi’aphs?— A. Yes; chairman of that 
committee and have been since 1893. 

Q. In that connection have you obtained certain knowledge and information in 
relation to the matter that may be desirable for us to hear?— A. I have. I may 
not be as wt 3 ll informed as I was 4 or 5 years ago. Since the Spanish-American 
war we have dropped down a little bit because we could not get a hearing on that 
account. 

Q. Have you any prepared statement that you care to present in your own 
way?— A. Yes, sir. 

16 a 16 ' 
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Mr. Litchman. Mr. Randall may make his statement and any members of the 
commission can ask such questions as may occur to them as being pertinent in 
connection with the inquiry. 

The Witness. In 1893 the International Typographical Union of North America, 
at its forty-first annual session, held in the city of Chicago, put itself on record in 
favor of governmental ownership and control of the telegraph of this country, by 
adopting resolutions offered by myself, and directing its officers to appoint a com- 
mittee, whose duty it should be to work and watch to further the interests of the 
measure. I was a delegate to that convention from Columbia Union, 101, of this 
city. A distinguished member of this commission, Mr. John L. Kennedy, was a 
colleague of mine. I was appointed chairman of the committee, and we at once 
proceeded to organize the country on this measure. In a short time petitions and 
resolutions from every nook and corner of the country began to pour into Congress, 
and after petitions bearing something like 300,000 signatures, besides hundreds of 
resolutions had been offered and referred to the House Post-Office and Post-Roads 
Committee, w-e succeeded in having a date fixed for the hearings to begin. May 4, 
1894, was the date for the first hearing. I had the honor to open the hearing with 
a statement why our organization desired the Government to own and operate 
the telegraph lines of this country, and was followed by Mr. Samuel Gompers, 
president or the American Federation of Labor, who spoke at length on the great 
good the people of this country would derive if only the Government owned and 
controllea telegraphic communication, and he closed with an earnest appeal to the 
House committee to open their eyes to the present condition of the subject-matter. 

We had six different hearings in all before that committee, and among those 
who made arguments and statements before the House committee, besides the 
above-mentioned gentlemen, were: Congressman Maguire, of California; John 
Davis, of Kansas; Gardiner G. Hubbard, father-in-law of Alexander Graham Bell, 
of Bell telephone fame; Marion Butler, of North Carolina, who was at that time 
president of the National Farmers’ Alliance and Industrial Union, and later a 
United States Senator; Samuel H. Bell, and William McCabe, of the International 
Typographical Union committee. Some of these gentlemen spoke several times. 

Very few members of either body wore found who declared tnemselves in direct 
opposition to the measure. With only a few exceptions, all conversed with 
admitted that it was not only the right, but the duty of the Government to fur- 
nish the speediest and most efficient postal service in operation in any nation on 
the globe; that the j)eople were not only entitled to the best, at the lowest possi- 
ble cost, but that the demand for a postal telegraph, repeated with increasing 
force and persistency from year to year, would soon have to be met by the utili- 
zation by the Government of electricity for the speedy transmission of the urgent 
correspondence of the people, and that they ought not to be compelled to wait 
upon the more slow and anticpiated methods and process of so-called “fast mail 
trains.” 

At a hearing granted to us by the Senate Post-Office Committee in 1896, 
Mr. P. B. Delany, a famous electrical expert and inventor, was among those who 
made arguments in favor of this measure. Mr. Delany, who has personally 
investigated the workings of the governmental telegraph systems of nearly every 
country in Europe, and who is especially familiar with the postal telegraph in 
Great Britain, on the lines of which country one of his more important inventions 
has been for some time in successful operation, then made an elaborate argument, 
from the standpoint of an expert, in favor of the annexation by the United States 
of the telegraph to its postal service. 

During the period of active operations at the Capitol my committee frequently 
received timely and valuable advice and assistance from a very distinguished 
member of your commisson, ex-Congressman John M. Farquhar, who from 1860 
to 1862 was president of the National Typographical Union. Mr. Farquhar is the 
oldest ex-president of our organization now living. Veteran unionist, as he is, he 
has lost none of his old-time interest in our organization and its affairs. 

We have also been successful in having public mass meetings throughout the 
country for the purpose of agitating the question and bringing it to the attention 
of all classes of people, thus enabling the business community to form a more 
intelligent idea of the advantages of the proposition, and also give the measure 
wider publicity and place the people in possession of essential facts regarding the 
scheme, which have heretofore been but little understood. 

An organic opposition to a monopoly of any sort may be stated as my general 
reason for advocating the governmental ownership and control of the telegraph. 
I have received hundreds of letters from business men in different sections of the 
country, claiming that the rates are extortionate; that they are levied so as to 
yield large dividends, not only for the stocks paid for in money, but on what is 
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called “watered stocks,” which are understood to he quite considerable in 
amounts. There is no doubt that at least two-thirds of the entire stock now out- 
standing on the Western Union is clear and unmixed water. This company, 
with its millions of capital, and with its monopoly of the business of the telegraph, 
is independent of any legal control for the protection of the rights and interests 
of the people— a condition of things which no just government should tolerate. 

The telegraph has become a very important agency for the communication of 
intelligence, and the telegraph system of this country has been concentrated in 
the hands of a comparatively few persons, and has become a monopoly with power 
to levy such exactions on telegraphic communications as those who control the 
system may choose to establish. Too frequent exercise of the subtle and danger- 
ous power possessed by this monopoly in thwarting the public will has resulted 
in a demand by the people that the Government shall own and operate the lines 
n the interest of all. Such owner.ship and control would be only a return to 
original conditions. The first telegraph line in America (from Washington to 
Baltimore) was built with an appropriation from Congress, and was operated by 
the Post-Office Department for 3 years. 

For a great many years there has been a demand for the utilization of the tele- 
graph for cheaper and speedier messages. The demand has been for some method 
of governmental control, but the influence of the few who have made a monopoly 
of this useful service lias been .sufficient to defeat so reasonable and just a demand. 

Almost every Postmaster-General .since 1846 has been in favor of the Govern- 
ment owning the telegraph. 

I will (piote the two following paragraphs from Postmaster-General Wana- 
maker’s report of 1892, which is a .splendid i»resentation of the case: 

“lam fully convinced that the Government will never properly do the postal 
work committed to it until it uses electricity in some form, and therefore I advo- 
cate the utilization of both the telegraph and telephone at the earliest practicable 
day. To receive letters and other mail and store them away for shipment in bulk, 
more or less slowly once a day, or even every hour, when a wire and telegraph 
iirstrument might connect the major part of the post-offices seems an antiquated 
anomaly. It is true that a large part of the mails must always go by rail. But 
there is another considerable part that seeks (iuick(‘r transit that does not find con- 
venient the 10,000 railroad telegraph offices, often distant from villages, and does 
not find the telegraph carried within the reach of working people. 

“ The mail and tdegraph are the life current of business, and to a large extent 
of social life, and the private monopoly of either sy.stem must result in creating 
a preferred class, to which high rates may not bo objectionable. The humbler 
citizen must do without. It was said long ago that the telegraph was a monopoly, 
and so is the postal sy.stem; but the difference is that one is ojierated for private 
gain and the other for public good. The Government follows a settler across the 
plains and into the mines and establishes a post-offi(*e, in order that his family may 
have letters and newspapers and be more content in a frontier home. The tele- 
^aph goes where it can find paying business only; and .so it falls out that only a 
sixtieth part of the people of the United States, owing, not to the need, but to the 
inconvenience and charges, employ the telegraph. The post-office helps to settle, 
serve, and satisfy the country— literally to make the country— and of all its 
adjuncts, the most important, that which would afford the quickest mode of com- 
munication between families near and far, apparently can not be made available 
in any way. The fact is that in some respects the telegraph seems to get farther 
and farther aw^ay as the capital and the power of the corporation increase.” 

Let us briefly trace the growth of this gigantic monopoly. 

In 1858 the capital stock of the W e.stern Union was $;185,700. The stock dividends 
delared between 1858 and 1866, a period of only 8 years, amounted to $17,810,146, 
and the stock issued for new lines was $1 ,937,950, making the capital stock on July 
1, 1866, $20,133,800. In that very year new stock was created to the amount of 
$20,450,560, this making the capital stock on July 1, 1867, $40,568,300. The largest 
dividend declared by the company up to 1874 was 414 per cent. The investors 
got their money back four times in 1 year. The largest amount of stock ever 
divided at one time was $10,000,000, and for a period of 7 years the dividends 
were about 100 per cent a year on its average capital. In 1874 the company 
bought up its own stock and the stock of other telegraph companies and accumu- 
lated a fund of $15,000,000, which was held in the treasuiy of the company. The 
following are some of the dividends declared; In 1862, 27 per cent; 1863, 100 per 
cent; 1864, 100 per cent. In 1878, $6,000,000; in 1881, one of $15,000,000 and 
another of $4,300,000. It realized $100,000,000 in 25 years by its extortionate 
charges. An investment of $1,000 in Western Union stock in 1858 would have 
received up to 1890 stock dividend.s of more than $50,000 and cash dividends equal 
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to $100,000, or 300 per cent of dividends in a year. In 1890 its capital stock was 
$85,960,000; but, from the last report I have been able to see of the Western Union, 
it took a jump which raised it to about $115,000,000. 

Says Mr. Wanamaker again: 

“ I believe that a telegraph company could make a great deal of money on a 
uniform 25-cent 30-word message to all parts of the country. The increase of* 
business on lower rates would be so large that the profits of the telegraph com- 
pany, in my judgment, would not be diminished, ft can not be questioned that 
the Government, by reason of what it would save in the use of existing postal 
machinery, could easily by this time have afforded much lower rates than the 
present telegraph charges if it had continued to operate the lines it began. The 
people think more about these things than they lire commonly supposed to do, and 
they are restive under conditions which they feel that the Government should 
change.” 

Just think of it! Sixty-one per cent of the telegraph lines of the world are 
under government ownership. All the countries of Europe own their telegraph 
lines. The rates for service are as follows: 

England, 13 cents for 13 words; Germany, 17 cents for 10 words, and a discount 
of G cents for every word less than 10; Italy, 18 cents for 15 words; Switzerland, 
10 cents for 10 words; Belgium, 9 cents for 10 words. In France the rate is 10 
cents for 10 words within the country, and 3 cents per word from the French- 
African possessions, a 10-word message from North Africa costing but 30 cents. 
Distance is not considered in making the rate. No more charge is made for 100 
miles than 1 mile, the same principle being applied as that governing our postal 
system. Most of these countries derive their revenue from the service, 'rtiis is 
effected by combining the telegraph with the post-office. In Italy in 1 890 the gross 
earnings of the lines was $3,010,974; the expenses, $3,703,137; leaving a net profit 
of $306,837. 

Here is what a tele^jraph operator says in regard to the monopoly imposing upon 
the people. Seldom is it that we can get one of them to say anything: 

“ Careful investigation shows that the Western Union favors one class of busi- 
ness and willfully neglects to do justice to another. Certain business, mostly 
brokers' messages, lias special rights over everything else. The operator who is 
sending death messages, messages that summon children to the bedside of dying 
parents, or transact legitimate business of merchants and manufacturers, is often 
obliged to lay them aside in order that the wires may be used for the business of 
a trust, a monopoly, or a ring of speculators. 

‘ ‘ Many broker companies hire wires for use during a few hours in the middle 
of the day. The leasing practice has grown to such proportions with the Western 
Union as to make it imi)osaible for the regular volume of legitimate business to 
be handled readily, with the few wires retained for tliat purpose. What is the 
consequence? From 9 a. m. to 3 p. m. there is a large accumulation of business in 
repeating offices. The brokers’ wires are then free , and they are manned to handle 
the business which has been obliged to wait.” 

In his report for 1880 Postmaster-General Maynard says: 

“ During my visit to the British post-office I examined with much interest the 
^stem of telegraphy, for several years past connected with the postal service. 
This method of correspondence is thought to have made a great advance since it 
was changed from the management of private corporations, responsible to nobody, 
hardly to public opinion, and placed under the control of the Government. The 
business has increased many fold, the cost of sending messages has been largely 
reduced, and the service is performed in many localities it never would have reached 
under the pecuniary stimulus of private enterprise. At the same time it yields a 
margin of profit to the royal treasury.” 

Postmaster-General Gresham in his report for 1883 said: 

“ The same principle which justified and demanded the transference of the 
mail on many chief routes from the horse-drawn coach on common highways to 
steam-impelled vehicles on land and water is equally potent to warrant the call- 
ing of the electro-magpetic telegraph in aid of the post-office in discharge of its 
great functions of rapidly transmitting correspondence and intelligence.” 

This measure has been indorsed heretofore by every commercial body of men in 
the United States— by every board of trade and chamber of commerce. The peo- 
ple who furnish 34 per cent of all the telegraph business ought to count. The 
national board of trade, at almost all of its sessions for the last 12 years, has 
resolved, in the strongest kind of language, that the necessities of the people of 
the country demanded that the Government should take control of the telegraphic 
ystem or build another system. 
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Here is what Hon. Henry W. Blair, of New Hampshire, had to say in connec- 
tion with governmental ownership and control of the telegraph before the Hen- 
derson committee in 1894: 

“ I do not suppose the time has ever been, since the Government has existed, 
when they have not assumed control, for the benefit ot the people universally, of 
the means of intellectual communication— the communication of intelligence as 
between individuals. That is the very starting point of society, and is one of the 
lines of demarcation between men and the brute creation. In fact the brutes 
themselves, so far as they have any capacity whatever, except mere force and 
inertia, have some method of communication between themselves. Away back 
we began with the postman. Then time and distance were the two obstacles to 
be overcome. The postman went with regularity; he went with comparative 
che^ness; he became a public vehicle and he was available to everybody; he was 
the nrst force or starting point; he was an educative force; he was of use in busi- 
ness; he was of use in social life; he was a necessity; he was a governmental 
institution. 

“ Then we went further and appropriated the horse because he could annihilate 
distance more rapidly and was a better means, when combined with postman, of 
accomplishing the same end— a social business educator. 

“ Then steam force was discovered. We appropriated that through the Post- 
OflBce Department to overcome time and distance in intercommunication, and 
that, too, without reference to the pecuniary ability or capacity of the Govern- 
ment to meet expenditure. It was a public benefit. It was* educational— to 
educate the people in the establishment of a general system of post-offices and 
post-roads. Now we come in these later days to miraculous interpositions, as it 
were, to facilitate intercourse between the people. When we discovered the tele- 
graph and telephone we appropriated the lightning. And right here, at this point, 
it would seem as though God had interposed in our favor to place within our 
control a means of communication vastly more important than all others before 
that, for the lightning actually annihilates both distance and time. ^ that the 
business man residing in San Francisco can sit down, as it were, side by side with 
another business man in New York and be brought into contact, where they can 
converse for 5 minutes or half an hour, their business communication, and often- 
times nersonal communication, being flashed across the continent instantly. So 
with the telegraph— not so great a convenience, to be sure, as the telephone. 

“To make it all brief, it seems to me that we are not justified in promoting any 
private institution or system of private institutions or organizations of forces ti) 
step in here between the people and these modern discoveries and thus practically 
double the burden which is to be imposed upon the masses of the people at large, 
in order that wo may avail ourselves of the whole of those means. 

“ I doubt whether we should stop and insist upon knowing whether it will pay 
by actual book account. But these agencies will pay in a thousand ways, pay in 
the saving of expenditures that all men in the course of their lives must make 
sometimes. So I think this comparatively cheap means of intercommunication 
that annihilates time and distance should be adopted. 

“Then there are the matters of detail. You can work those out. I believe you 
can put these ideas into a bill and provide, if you please, that in some reasonable 
way existing companies should, if they find the interference of the Government 
in this general way— not for present uses but for general public uses— ruinous to 
vested capital, either have their properties purchased by the Government or be 
left to hold such field of occupation as may be proper. And there will be one. 
There will always be a large special field, which they can occupy with profit, for 
the transmission of business messages between brokers and all that. Leave the 
field open to them in the future in some way, so they may still find a profitable 
business, or by total or partial compensation, if necessary, prevent anything like 
a sequestration of vested capital. Provide some way so as to do justice all 
around, some proper and natural way, as hjis been found in foreign countries, 
where they are more accustomed than our people to the use of these two great 
miracles of intercommunication, the telephone and the telegraph. It seems to 
me that we ought to do that. 

“ Speaking of how monopolies have grown, I know myself how the Associated 
Press, with their arrangements with the telegraph companies for the sending of 
press dispatches, are an obstacle in the way of the establishment of newspaper 
enterprises throughout the country. In our own State, New Hampshire, we 
found very great diflficulty— in fact, we have found it impossible, in the State 
where I live, to establish and maintain an important newspaper which we 
designed to establish, and for which the capital could easily have been obtained 
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without any diflQculty. This has been so for many years, at least for 10 or 15 
years.” 

. You may wonder why the printers of the country are taking such an active 
interest in the governmental ownership and control of the tele^aph. I will 
endeavor to tell you. It is true that we, as printers, have a selnsh motive in 
desiring governmental ownership. The moment a law providing for govern- 
mental ownership should pass Congress that moment would the twin monopoly 
be broken, and then, we believe, in almost every city in the country at least one 
new paper would start. You may ask why new papers can not start now. 
Because the avenues in which the news is gathered are closed excepting to those 
who are so fortunate as to be members of the Associated Press, whicli has, by 
arrangement with the Western Union Telegraph Company, a monopoly of the 
telegraphic news gathering and distribution of the whole country. This associ- 
ation is thus enabled to serve its members with this class of news at a rate which 
places it out of reach of competition because of the favored rates granted by the 
Western Union. 

In connection with this I wish to say that there was a time right here in the 
city of Washington when a syndicate desired to start a paper. They tried to buy 
a franchise which was not in use, and was locked up in a safe, but the owner 
wanted $30,000 for it. I think that was the amount. Just think of it— $20,000 
for the mere privilege of buying the newsl Just about enough to pay for a good 
newspaper plant. I am here to tell you that the syndicate never started the 
aforesaid paper. Through this failure a large number of situations were lost to 
our members here in Washington. 

Government ownership of the telegraph will make it possible for all who desire 
to enter the daily newspaper field to get their telegraphic news on even terms. 
There are several hundred places where, I believe, new paix^rs would start, thereby 
creating a demand for thousands of printers, not to speak of the other thousands 
of persons in kindred callings who will thus be put in the way of permanent 
employment. 

I will leave it to you to judge what a relief and godsend it would be to the 
members of my craft if the Government would reassume ownership and control 
of the telegraph lines of this countrv and destroy these twin monopolies. The 
press rates could then be reduced so low that every country weekly paper could 
and would afford to print the latest telegraphic dispatches on the d^ of publica- 
tion, and a telegraph or telephone could be at every country post-office. 

Senate Report 343, Forty-third Congress, first session, page 5, says; 

‘•The operations of the postal-telegraph system would result in a speedy ter- 
mination of this alliance— the telegraph and news association and groups of 
favored papers— and will be a very important step toward the freedom of the 
press.” 

The WesteiTi Union i^eople tell us there is no discrimination; that they treat 
all alike. We know this is not true. Prof. Frank Parsons, in Senate Doc. 65, 
Fift^sixth Congress, first session, page 136, says: 

“ We have seen in part 6 (Arena, June, 1806) how rates were raised on papers 
that criticised the Western Union’s president or advocated a postal telegraph too 
vigorously; how papers were ordered not to criticise news reports under penalty 
of loss of news facilities, etc. It is interesting to note that even the largest and 
most influential papers do not always escape persecution. In his speech in the 
House March 1, 1884, the Hon. John A. Anderson, of Kansas, tells us that “the 
Chicago Inter Ocean had the lea.se of a private wire from Washington to Chi- 
cago, and published Washington news every day. A few weeks since Senator 
Hill spoke for the postal telegraph. The Inter Ocean published the speech ver- 
batim. That evening word was sent to the Inter Ocean that the lease was ter- 
minated. The manager of the Inter Ocean said afterwards that their relations 
with the Western Union were still friendly, but he had to be, of course, in order 
to keep the general dispatches.” 

Mr. Thomas F. Clark, vice-president of the Western Union, when before this 
commission last month, said in answer, when Mr. Kennedy asked him if the 
Government were to assume control of the telegraph whether the rates would 
be the same to every one, that there would be no news monopolies; there would 
be more newspapers started, etc. This is the first he had ever heard that there 
was a news monopoly. He said every newspaper was free to get any quantity 
of services it wishes on the same basis, and that there was no discrimination at 
all on the part of the telegraph company, and he said he did not know of any 
on the part of the newspapers, 

I want to impress upon the members of the Industrial Commission -that while 
Mr. Clark makes the statement that his company makes no discrimination, there 
is discrimination, as you would soon find out if you undertook to start another 
press association and asked the same privilege on the same basis given to the 



A. L. RANDALL: — GOVEBNMBNT OWNERSHIP OF TELEGRAPH. 247 


existing newsj[atherin^ association. The Western Union says, “ We don’t dis- 
criminate. ” The Associated Press says, “We limit the field, ” Mr. Quigg, a mem- 
ber of the Henderson committee in 1894, said in this connection: “No doubt about 
that. To my mind that is one of the greatest evils we have to contend with— the 
fact that newspapers combine to create press associations, and thereby shut out 
other newspapers.” 

In Senate Doc. 66, Fifty-sixth Congress, first session, pages 55-56, Professor 
Parsons says: 

“ The final responsibility, however, rests with the Western Union, It is West- 
ern Union favor that ^ves the press associations their power of life and death 
over so many dailies. It is the fact that the Western Union serves a paper in the 
association for a fraction of the price that must be paid for the same service by a 
paper not in the association. It is this fact that enables the press association to 
control the newspaper field. If the Western Union would stand for fair play and 
equal rates to all, and make it a part of the press a|<reement that all papers should 
receive the news at fair rates without discrimination, the Associated Press would 
lose its tyrannical power of exclusion. But the Western Union prefers to be a 
coconspirator in the building of a press monopoly, because in return for its aid it 
gains a mighty hold upon tlie press. * * * The understanding between the 
telegraph company and the press association secures the latter low rates and the 
power of excluding new papers from the field, and to the former a strong infiu- 
ence upon press dispatches, the support of the papers in such associations, and the 
exclusive right to transmit and sell the market <iuotations. Besides the force of 
direct agreement and the powerful motives of mutual support that naturally 
develop ^tween two individuals or corporations working together year after year 
with an ever-present consciou.sness in each of the vital relations to its prosperity 
that is sustained by the other— besides all this, the men who run the Western 
Union control a number of papers directly, and can control others whenever it 
may be thought best. Tln^ Western Union not only has its power of causing sen- 
ous loss to newspapers that oppose it— it has millions with which to buy the stock 
of an obnoxious paper, so capturing the fortress entire and spiking the guns or 
turningthem against its enemies.” 

The Washburn committee reported that “ the associations themselves, and con- 
sequently the newspapers, are completely in the power of the telegraph companies, 
which can at any moment raise the rates for news telegi’ams to a par with those 
charged for private messages, and thus prevent their transmission almost alto- 
gether.” 

President Orton testified that the c-ompany had a compact with the Associated 
Press by which the latter agreed to stand by the Western Union. 

Here is a copy of the agreement: 

CONTRACT OF TELEOHIAPH COMPANY WITH THE PRESS. 

[Extract.] 

And said Associated Press agrees that during the continuance of this agreement 
they and their agents, and all parties furnished by them with news for publica- 
tion, and the agents of such parties, shall employ the said telegraph company, 
exclusively, to transmit to and from all places reached by its lines all telegraphic 
messages relating to the news or newspaper business; and that they will not in 
any way encourage or support any opposition or competing telegraph company. 

PRIVATE CIRCULAR. (NOT FOR PUBLICATION.) 

[Extract ] 

Cincinnati Commercial Office, April 15, 1867. 

To the Members of the Western, Associated Press: 

Your attention is invited to the clause in our contract with the telegraph com- 
pany which forbids us to encourage or support any opposition or competing 
telegraph company. That clause was to the telegraph company a valuable 
consideration for the favorable terms upon which they contracted with us. 

M. Halstead, 

Executive Committee, Western Associated Press. 

I understand that when that matter was brought out at the time previous to 
this (I do not remember what committee it was before) that Brother Marean, 
who 18 present now, made a statement. The point my committee makes is that 
there is some such contract in vogue at the present day, although we can not 
prove it. 



248 INDUSTRIAL COMMISSION TRANSPORTATION, 

After the above-mentioned extracts had become public the Western Union 
rises up in all its glory and says that contract was ‘ ‘ abrogated 20 years ago. ” But 
it shows the spirit that did exist which actuated this great corporation, and I feel 
satisfied in my own mind that there is an understanding between them to-day, if 
not another contract. 

Before the Blair committee D. H. Craig said: “ The Western Union and the Press 
Association work together to ruin a paper that buys news from any competing 
telegi’aph line.” 

I would like to say right here that Mr, Craig was the originator of the Associated 
Press of the United States. He adopted the carrier pigeons for that purpose in 
Boston years and vears a^o, and at one time he was t^he head one, as Brother 
Marean undoubtedly recollects liimself , although he is not quite as old a man as 
Mr. Craig was before he died. 

The editor of the only morning journal in one of the largest interior cities in 
New York State began to take news from a rival company and refused to discon- 
tinue. The Western Union complained to the A.ssociated Press, and its manager 
negotiated with the publisher of an evening paper to run a morning edition, 
pledging him free and exclusive telegraphic prefes reports for a year. The rebel- 
lious editor quickly yielded. 

And even at this late date— last month— Vice-President Clark, of the Western 
Union, tolls this commission that this is the first he had known that there was 
such a thing as a news monopoly. It is too bad about him. But then a great 
many of his statements are like those of President Green and other Western 
Union people that have appeared before different committees on this subject. 
He says there is no discrimination at all on the part of the telegraph company, 
nor does he know of any on the part of the newspapers. Just think of that state- 
ment for a moment. 

How does Mr. Clark account for these two statements? 

Said Mr. Hubbard to the Hill committee: 

“ The man who rules the Associated Press has an instrument for shaping the 
opinions of the millions which, by the constancy and rapidity of its action, defies 
competition. The events which take place in all business, political, and religious 
centers, together with the actions of public men and their imputed motives, are 
all presented simultaneously to the public, from ocean to ocean, through this 
instrumentality. The agents who collect the news respond to the central author- 
ity at New York, and are subject to removal at its pleasure. Here is a power 
greater than any ever wielded by the French Directory, because in an era when 
public onion is omnipotent, it can give, withhold, or color the information which 
shapes that opinion. It may impart an irresistible power to the caprice of an 
individual, and the reputation of the ablest and purest public man may be fatally 
tainted in every town and village of the continent by a midnight dispatch. It is 
incompatible with public safety that such an exclusive power to speak to the 
whole public in the same moment, upon every subject, and thus to create public 
opinion, should be under the absolute control of a corporation.” 

Before the Bingham committee Mr. Thurbor, repre.senting the national board 
of trade, said this in the course of his remarks: 

“One reason why, perhaps, we have not had a postal telegraph long ago has 
been the fact of the close relations existing between the Western Union Telegi’aph 
Company and the Associated Press, which latter corporation has daily educated 
public opinion in the opposite direction. Mr. Wiman {ii Western Union director 
who had just spoken) is evidently a fair man, but unless Mr. Wiman sees to it 
that both sides of this question, as presented liere to-day, are sent out with equal 
fairness over the wires, you may be sure that all the points he has made will go 
flashing out to all parts of this country, and that all those that have been made 
against him will find their resting place only in the published proceedings of the 
national board of trade.” 

I could go on and quote other gentlemen who have made statements on this 
subject, some of them even stronger than these, but I will not detain you longer 
at this time. If Vice-President Clark is right in his statement, these gentlemen 
evidently do not know what they are talking aliout. I presume, however, if Mr. 
Clark would only stop for a moment and put on his thinking outfit, he might have 
a vague recollection that there was just a little discrimination both on the part of 
the Western Union and the Associated Press. 

Again, Vice-President Clark makes a very “ fishy ” answer to some questions 
propounded to him while before this commission in March. He was asked the 
question if it was true that his company keeps out of use some of the best inven- 
tions for operating the telegraph. His answer was: “ If persons who make that 
charge will kindly name the apparatus, I would be very glad to know it.” 
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He was also asked what was the policy of his company in reference to new 
inventions, and he replied: “ To develop every invention that it can lay its hands 
on that will improve the service.” 

It seems so foolish that a gentleman of the caliber of Mr. Clark would make 
such a statement that will go out to the public. He must have a very poor opin- 
ion of the general public to think for one moment that they would believe the 
answers that he makes to the above questions. It is confidently maintained bv 
those having personal and expert knowledge of the subject that the existing tel- 
egraph companies do not make use of any of the recent improvements in telegra- 
phy, thereby giving the people the benefit of a cheaper ana quicker service. 

I was invited to witness an exhibition of a new system, and I am confident that, 
if put into general use by the Government, it would revolutionize the telegraph 
business of the country. This system is more simple and reliable than any form 
of the Morse system, and is not affected by wet or changeable weather. It is 
called Machine Telegraphy, and has ten patents upon it. 

To enlarge the sphere of the telegraph and make it eventually a part of the 
postal system (as it is already in every other civilized country ‘of the world), 
two conditions are necessary. One of these is that we must utilize to a greater 
extent than at present the natural capacity of a wire for carrying electrical 
impulses. Practically, and in ordinary circuits of yOO to r>00 miles, the limit has 
been demonstrated to be about 400 impulses per second by the Morse system sym- 
plex to 1,000 by the Morse miadruplex—equal to about 25 to 100 words per minute. 

By the Machine system the Morse system can be more than doubled, and it can 
be operated ])erfectly in the heaviest rain storms in circuits of 1,000 miles, with 
15,000 practical electrical impulses pei- second, eiiual to 1,000 words per minute. 
In circuits of 500 miles, the Machine system yields 00,000 practical impulses per 
second, equal to 2,000 words per minute. These are, of course, rates of speed 
strictly mechanical, and utterly beyond the capability of the human hand. 

It is evident, then, tha' progress lies in the direction of utilizing the capacity of 
wires, or, in other words, in making one wire, operated mechanically, do the work 
of 20 to 50 unde manual labor. This means a large reduction in the cost of 
plant, maintenance, etc., aggregating at least 50 to 75 per cent as compared with 
the most advantageous telegraph system now in use. 

The actual cost of telegraphing by this now system, all things fairly considered, 
is rather less than more than one-fifth of the whole necessary expenses of the best 
form of telegraphing by the Morse or any other form of hand teleCTaphy. 

With this system, telegraiihing of 50 words by day and 100 words by night can 
be afforded, with reasonable support from the public, at one-half (or less) the 
present tariff of the existing telegraph companies for telegi’aphing 10-word 
messages. 

The system admits of an endless number and variety of cipher foims, whereby 
messages or letters may be telegraphed in cipher without the possibility of trans- 
lation without the cipher key. 

Shtiuld any interruptions occur in the lino while messages are coming over the 
wire, even at 2,000 words per minute, the operators in charge can, by means of a 
telephonic attachment to the wire at either or both ends, instantly detect the loss 
of a single letter or word without any inspection of the record. 

The matter to be telegraphed by this system must first be perforated upon a 
machine. These machines have key boards like those of typewriters, and are 
operated with eijual ease and speed. 

This system is especially adapted to newspaper reporting for individual journals 
or associations of journals, from 80,000 to 60,000 words (depending upon the length 
of the reports) being easily telegraphed over one wire in an hour, in all weather, 
in any circuit of 1,000 miles, twice this speed being assured in circuits of 500 
miles. In circuits of 3,000 mile about 600 words per minute can be sent, as against 
60 words, which is about the limit of the present hand system now in use. 

The United States is the only Government that persists in carrying its mails by 
a slow conveyance in preference to a fast one. No valid reason can be advanced 
why a letter should be delayed 27 hours between Washington and Chicago, when 
it can be telegraphed and delivered by a postman vdthin an hour, at a cost of 25 
cents per 100 words by day or 200 words by night. 

The change from train to the telegraph as a means of carrying letters is quite 
imperative, and fully as warrantable, as was the substitution of tbe train for the 
stagecoach many years ago. 

Can there be any doubt about the willingness of the public to pay 26 cents to 
gain 27 hours between Washington and Chicago? The same argument may be 
applied to the mails between all other large cities throughout the country. The 
mails between Europe and China could be telegraphed between New York and San 
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Francisco, effecting a saving of 6 days. Letters for towns adjacent to the large 
cities throughout the country could be telegraphed to the nearest point reachm 
by the Machine system. Newspaper reports would all go bv this system on 
account of the immense decrease in cost and the lightning speed of transmission. 
Correspondence generally would immediately undergo a complete change, and 
the public would at once begin to reap the advantages of letter telegraphy, which 
must surely come through Government ownership and control of the telegraph 
and the adoption of some of the re(;ent improvements in Machine telegraphy. 

The above system has been thoroughly tried and approved. It was not only 
operated successfully 4 weeks consecutively over a wire 1,037 miles long between 
New York and Chicago, but it was subjected to a series of eminently successful 
practical tests by experts. Every claim made for it can thus be verified by incon- 
trovertible proofs. We hope in the near future to have a joint comnjittee 
appointed from the Senate and the House to investigate all improvements in 
Machine telegraphy, and to report the result of said investigation as soon as 
practicable to the Senate and House of Representatives. 

It is all bosh what Mr. Clark says in regard to recent inventions. The Western 
Union is not favorable to new inventions, and it is almost impossible for any 
man to have a new invention tried by the Western Union, A man goes to the 
Western Union and says: “ I have a new invention; I want you to try it.” 

The Western Union says, “ Will you give it to me?” 

“No.” 

“Will you give me the control? ” 

“No.” 

“ Then you can’t try it.” 

Whether that invention is a valuable one or not nobody can tell. 

There are plenty of improvements in recent years in telegraphy, as anyone can 
find out if he will read the Official Gazette of the Patent Office regularly, but the 
existing c<)mpanie8 secure them by purchase (I don’t mean that they secure all of 
them, for if it be one that they are not afraid of they will not bother with it) and 
at once lock them up in their safes and thereby deprive the public of the great 
benefits that they would reap if they were put into general use. If the existing 
telegraph companies would imt in use some of the recent improvements they now 
possess, there would be such a howl from the public at large for cheaper tolls 
that the companies would be compelled to reduce the tariff more than one-half of 
the present rate, and thereby cut off their enormous dividends. 

No; they do not intend to use them unless compelled to do so. They would 
rather have their large dividend and continue with their power to rob at their 
pleasure by unreasonable charges all those who are compelled to use the tele- 
graph. Are not the people of this country as capable of conducting a Govern- 
ment-owned telegraph as those of all European countries? A vast majority of 
the public demands that a business which touches the press, the public and pri- 
vate life, and the commercial operations of the entire nation at almost every 
point should no longer remain in private hands. 

The International Typographical Union, which I represent, is asking the Gov- 
ernment to control the telegraph in order that its membership may be benefited. 
As I said before, we have a selfish motive. If these twin monopolies are destroyed, 
all the papers throughout the land will be able to get the press reports on even 
terms. Ir the Government reassumes the operation of the telegi'aph it will at 
once adopt some one of the recent inventions similar to machine telegraphy, and 
can offer the existing press associations low l ates— -not more than one-half what 
they are now— and still have a revenue to the Government, with the promise that 
they will allow any and all papers to liave the service on ecpial terms. That is 
the main thing that my organization is striving for. And I know, and you know, 
if the Government adopts this course it will not do as the W estern Union is doing. 
It will at once put into general use some of the recent inventions whereby it can 
furnish the service at greatly reduced rates over what they are to-day. There 
are more ways than one of killing a dog. The press associations will stick to the 
Western Union until they see something cheaper, and then they will be willing 
to drop it. They are afraid to say anything at the present time. The Western 
Union holds them under its thumb and has dictated to them for years, and still 
Mr. Clark, vice-president of the Western Union, comes before this commission 
and makes the statement that the Western Union never did discriminate, and 
that he never knew that the Associated Press was a monopoly and that it dis- 
criminated. God knows that it is its stock in trade to discriminate. If it did 
not, the organization which I am representing here to-day would not be making 
the fight it has made for several years. 
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1 ho^ this commiMon will consider well all the arguments, pro and con on this 
subject, and trust that it wll see its way clear to recommend to Conw;"” th s 
coming session that a special committee of 5 Senators and 5 Representativerbe 
appointed to investigate recent improvements in telegraphy, and to report the 
result ot such investigation as soon as practicable thereafter. This much I do 
hope this commission will do. The Western Union would not refuse to hire that 
committee a line in order to try inventions, which they most assuredly would do 
with a private citizen. 


With this 1 conclude my general statement. 

I have a statement as regards this machine telegraphy, the cost of a line from 
Washington to New York; that is, the expense of a line carrying 280,000 words 
daily and nightly per month, exclusive of the cost of the line. 

(Reading:) “The actual cost of labor and materials for telegraphing 280,000 
words, daily or nightly, between New York and Washington would be, exclusive 
of the cost of line: 


23 perforators, working 7 hours daily, at |30 per month 

27 copyists, at $50 

Telegraph paper, at 5 cents per 1 ,000 words . ” 

4 telegraphers, at $80 - . 

2 helpers, at $20 

Rent of 4 offices 

Fuel, lights, etc 

Stationery and incidentals. . . , . 


$13, 820 
16,600 
5,096 
8,840 
480 
5,300 
1,000 
1,000 


Total cost 46 236 

“ Or 5 cents for 100 words— one-half mill per word.’* 

[The witness thereupon produced Ciudain papers bearing upon the question in 
hand, which are printed as an exhibit at the close of his testimony.] 

Q. (By Mr. LiTcriMAN.) You have claimed in your statement, if I understand 
it correctly, that the telegraphic service in foreign countries is cheaper than the 
service given in the United !States?~A. Yes. 

Q. The evidence given to this commission, considering the extent of territory and 
the fact that only the bare message is paid for here and not the address and sig- 
nature, IS that the dilference is in favor of the United States. Have you gone 
into a comparison on that ba.sis?— A. They do charge over there and we do not 
here, but the limit of mes.sages generally falls below 10 words, and they are based 
upon a cent a word. For instance, m England 1 cent a word, and the charge 
would bring it up to about 15 cents for 15 words. That would take in the address 
and the signature, while in this country, of course, they only charge for the 
bare message, which would be 10 words or less, not counting the signature. But 
taking it right through and through, it will even itself up year in and vear out, 
month in and month out. It is a great deal cheaper than it is here. They do not 
consider distances over there, and we should not here. I believe that the same 
system should prevail here that prevails there, the same thing that pertains to our 
Post-office Department; that there ought to be a uniform rate for messages through- 
out this country. While lots of people that are advocating Goveniment owner- 
ship or operation of the telegraph, some advocate a uniform rate between certain 
sections, and then from that another uniform rate, so that everybody could know 
what the rates would be. And I do believe that if the (Government owned and 
controlled and operated the telegraph of this country and adopted some of the 
recent inventions— there may be something a gi-eat deal better than this Ander- 
son’s machine telegraph— they could reduce the rate so they could make it a uni- 
form rate throughout this country. 

Q. Have you ever given any attention to the zone system of telegraphy?— A. No; 
not recently. A few years ago, when we were more actively engaged at this mat- 
ter than we are now, when we were more in touch with it, we did have the zone 
part down, but I could not explain that satisfactorily now. 

Q. Your idea, if I catch it, then, is that the distance should not be considered 
in telegraphy any more than in the carrying of the mails. Is that it?— A. Yes; 
for this reason, that the telegraph company have their lines up from Maine to 
California. They hire their operators for so many hours a day, and those opera- 
tors are supposed to get their pay, although it is meager, whether they work or 
play; and it does not cost the Western Union Company or any other company, 
nor the Government, if it took hold of it, one cent more to send a message from 
here to San Francisco, notwithstanding they say so, than it would to send one 
from here to Alexandria, The wires are up and are in working order, and they 
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make it pay. Nineteen-twentieths of the tele^?raph business of this country is 
done within a radius of a thousand miles of New York, and those rates will pay 
what they call the long haul. The short haul will pay for the long haul. 

Q. You have made certain statements in direct opposition to certain statements 
made by witnesses on the other side. The witnesses on the other side, if I remem- 
ber, presented certain tables or statements to substantiate their claims. Have 
you any evidence to substantiate the claims you make further than what is given 
here in your statement?— A. I have not anything here with me. 

Q. It is probably well that something of that sort should be submitted.— A. You 
say that they have some statements? 

Q. They disclaim any discrimination, and they positively state that all parties 
are served under equal circumstances with equal service. — A. And that tnere is 
no monopoly in the new service? That is our main point; that is our committee’s 
main TOint. 

Q. They claim that there is no preference given to any combination that would 
not be given to any other combination or individuals under the same circum- 
stances, and that equal service is offered to everybody now under the same cir- 
cumstances.— A. But it is known, as I say in my statement, that just as soon as 
you would start to organize a company, just so soon you would find out the stump 
you were running against. If I was worth $2,000,000 and wanted to start a news- 
paper in Washington, I could not get the press news: I would have to get specials, 
and the expense would be so far ^eater than the others that it would be ruinous 
to me. I could not get the press association dispatches unless the papers here 
agreed to it, and the papers here are combined together and agree not to do it; 
whereas if the Government should own and control the telegraph and reduce the 
rates and say, “Here, we will give you these special rates if your organization 
will give the same reports to any ana all papers on equal teims," they would all 
come to it; they would leave the Western Union, but they are afraid to leave it 
now. 

Q. What is the effect of the Illinois decision of the Chicago Inter-Ocean v. The 
Associated Pi-ess? Was not that to the effect that the Associated Press should 
serve all papers alike?— A. They do not serve them all. If Mr. Harris and myself 
should start a paper here, we could not get the service of the press unless the 
other papers agreed to it. 

Q, Was not that decision in Illinois directly in opposition to your .statement?— 
A. Yes, but the Inter-Ocean case was a peculiar one. but it does not work out. 
As 1 said, if we should start our plant in any city in this country where the asso- 
ciation has a foothold, we can not get the press dispatches unleS'i we get the con- 
sent of the established papers. 

Q. The Inter-Ocean forced the Associated Press to give it the dispatches, did it 
not?— A. It is said that it did. Of course, there are peculiar influences which 
come up in different sections of the country that make things (;ome around some- 
times to your way of thinking. 

Q. ( By Mr. Kennedy. ) I would like to know something more about this machine 
system and who controls it; who owns it at the present time, and if the Govern- 
ment could get possession of it? — A. That would be rather a hard matter for me 
to state who owns it. I have an idea that the We.stern Union owns it to-day. 

Q. Did you say you saw this system in operation?— A. Yes. 

Q. (BvMr, Litchman.) I want to ask if tliere is no other press association 
except the Associated Press?— A. Oh, yes; I believe there are 3 of them. 

• Q. What are they?— A. Associated Press, Scripps-McRae, and Laffan Bureau. 

Q. Then there are other combinations that are receiving the news?— A. Yes: 
but they do not come up to the Associated Press. The Associated Press is the 
father of them all. They are the whole shooting match of this country. 

Q. That is the only question I wanted to bring up. Now, Major, as I have got 
to go, will you kindly take charge of the committee? 

The Witness. In connection with what Mr. Kennedy asked me here, I will 
read a little document that I have and also a letter following it, without giving 
the names; I do not desire to give the names. 

Mr. Kennedy. You ought to give the names, if you give it at all. 

The Witness. I can give you the answer 

Mr. Farquhar (interrupting). We do not care about the matter as to whom 
it is addressed, if you will only give the signature of the man who makes the 
statement. 
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The W ITNESS. It is addressed to me. I do not hold back my name. (Reading: ) 


“New York, February IS, 1895. 

A. L. Randall, 

Chairman of Committee of Government Oumerahip and Control of Telegraphs, 
Washington, I). C. 


“ Sir: In reply to your inquiry at our interview of to-dav asking as to what my 
position would be regarding the disposal of machine telegraphy in view of the 
fact that you are about to introduce a resolution in Congress for the purpose of 
establishing a committee to examine thoroughly into the merits of this system, 
and to preclude the premature disposition of these patents, thus rendering abortive 
all efforts heretofore made or to be made by your association looking to Government 
control of telegraphs, I would say that my plain duty in the premises, as I fully 
explained to you, is an absolute disposition of all these patents to the highest 
bidder; but recognizing the fact that the union as represented by you has done 
much preliminary work, and in view of the possible passage of such a resolution 
by this Congress, I am willing to cooperate with you in any reasonable way con- 
sistent with the position I am obliged to take. 

“As I understand the situation, if this resolution is adopted by either or both 


Houses, your union will urge that control of a wire be obtained by contract or 
otherwise between New York and Washington, and a series of very exhaustive 
tests of this system undertaken, with a view of obtaining eventually from this 
committee a report favoring the iiosition of your association, viz, that this system 
should be owned by, or at least controlled by the Government of the United 
States. I say to you now that if you succeed in passing this resolution and obtain 
control of a wire, and will promptly proceed to the making of these tests (which 
must be exhaustive in every particular), I will lock up any disposition or these 
patents during the term of the coming Congress, but no longer, reserving the 
right, however, if circumstances permit to dispose of these patents to anyone who 
may bid for tlie same, with a reserving clause that whoever takes the title to the 
same is precluded from transferring them to any existing telegraph company; 
and that they shall execute an agreement to put this system in public use as rap- 
idly as they consistently can. But no disposition of these patents during this 
period shall be entertained or consummated by me until ample notice has been 
given to your association of my intention. 

“ I confess frankly to having no special interest in the aim and object of your 
committee in this inatter, but if this resolution is passed you can further the 
wishes and desires of your association in no better way than by entertaining the 
proposition I made to you of taking an option on these patents, either in the name 
of your association or by such parties as your a8.sociation can control, to purchase 
them at a fixed sum and thereby have absolute control of the entire system in 
your own hands to use and dispose of in such manner as you may deem to the 
best interests of those whom you represent. 

“ Very truly, etc., W. L. Craiq, Executor. 


“ P. S.— This letter is merely an index to the present situation, as I understand 
it, previous to the introduction or passage of any resolution in Congress. In case 
the resolution is passed, I think it is but fair to state that a legal document should 
be executed by us upon terms that are mutually satisfactory, with an absolute 
condition that pending a report and a final disposition of the same in the Fifty- 
fourth Congress, no sale or disposition of the patents should be permitted.” 

Q. (By Mr. Kennedy.) That was evidentl/written by the party who hadcon- 
trm of that patent there as owner of it?— A. He was executor. 

Q. Then there is no doubt that tlie name of the party is known?— A. No doubt 
that Brother Marean (Washington manager of the Western Union) knows it. 

Q. Why not give it to the commission? Are you violating any confidence?— 
A. No‘ his name is W. L. Craig, son of the old gentleman. 


A second letter is as follows [reading] : 


“ New York, February 27, 1S95. 


“A. L. Randall, Esq,, 

“5/5 First street NE., Wn.shington, D. C. 

Dear Sir: I have not heard from you since your return from Washington, and 
can only trust that vou reached there safely. There are parties here that 
approached me yesterday in the matter of this machine telegraph, but whom they 
represent and whether outsiders or some existing telegraph company I can not say. 
Upon my notifying them that I could entertain no proposition until after the 15th 
of March, they returned to-day and were quite persistent in their endeavors to 
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find out what, if any, pro^^amme I had in view. 1 hope that you may be suc- 
cessful in this matter, and I wish very much that you would wire me of the 
result, whether favorable or unfavorable, not later than the day Congress 
adjourns. 

“ Very truly, W. L. Craio, Executor,'^ 

I think I wrote the gentleman a letter about a month later than that, and he 

wrote me that he thought that a campaign of education was too slow for him, 

and he was willing to sell to the highest bidder. Then I wrote to him about a 
month after that again on the same subject in a different way, but I was com- 
pletely snubbed; I never had an answer. I have met the gentleman twice, and 
he is head man of the health department of New York City. 

Q. You say you believe the Western Union probably owns this patent?— -A. 
I believe honestly, but I can not prove it. Mr. Craig said to me: “ Mr. Randall, 
I have no sympathy with anything my father had to do with this, and I will sell 
this to the man that will give me the most; and as quick as he can give it, he will 
get it.” 

Q. fBy Mr. Farquhar.) Who was the inventor of this system?— A. Anderson 
was the inventor. Mr. Anderson is dead. His wife owns a third interest, and 
D. H. Craig furnished the money and got the controlling interest, and this is Mr. 
Craig’s son who is executor and has charge of it. 

Q. How complete are the patents on this telegraph? — A. The last of 10 patents 
was issued in 1 895. To use the slang phrase, it is a “ lulu bird.” After I returned 
from New York I took occasion to liunt up Brother Marean at his house where 
he would have plenty of time. I took this matter to show it to him one night 
about 10 o’clock [producing paper] . There is the one. That is the perforation 
of a message that 1 dictated over an artificial circuit to the president of our inter- 
national body. Of course, you can not read it. That is tlie perforated part, and 
that is the way that came on the other end in the Morse characters [producing 
book and showing diagram] . This is the in.strumeiit here. There is the trans- 
mitter. You perforate here with the machine like a typewiiter and you use it the 
same way, and it unrolls from a roll and rolls up as it is perforated, just as this 
matter is here, and as soon as you get through with your message you put it up 
under this part here. What I saw was on an artificial circuit, but we have the 
evidence of tlie experts that saw this work from New York to Chicago in all kinds 
of weather, and saw it do a thousand words a minute. That is the receiver over 
there. I stood right there and watched that; it was about as far as from here to 
Mr. Kennedy from me to the transmitter. That was no longer than a couple of 
years ago. 

Q. (By Mr. Farquhah.) Well, to sum up on this Anderson patent, then, does 
the International Typographical Union or your committee intend to take any fur- 
ther action before Congress about this Anderson xiatent?— A. Our idea was that 
if we could get (Congress to pass a re.solution and appoint a committee to investi- 
gate this system that we would go to the Western Union and hire a wire. I went 
to Brother Marean in 1895 and asked him the price of a wire from here to New 
York, and I found I could not get it unless I used his instrument; could not secure 
it with any other instrument. We were going to attempt to form a little press 
association to run to Now York for the purpose of agitating and educating the 
pe^le in machine telegraphy, and thought we could get enough news to drop off 
at Wilmin^on, Philadelphia, and Trenton to contribute to the extension of this 
system, and at the same time we would have it in effect so that eveiwbody would 
come to see it and give it a little showing through the country. That was our 
object. But Mr. Marean said no; that if we did not use his instruments he would 
refuse to give us a wire. 

Mr. Marean. I do not think that is correct, because I know our leased wires are 
used for those purposes. 

The Witness. Oh, no; I am talking honestly about what you told me down in 
your telegraph office in 1896. Do you not recollect? 

Mr. Marean, We lease wires for doing business in competition with the others. 

The Witness. Did you not tell me I could not put any instruments but your 
own on that? You have forgotten that. 

Mr. Marean. There was a company that Abner McKinley was connected with 
for a few months 

The Witness. I have seen that worked, too. 

Q. (By Mr. Farquhar.) Under the present operation of the Western Union 
Telegraph, the rate now is speeded up to 60 words a minute?— A. That is their 
highest limit when they use the Wheatstone. 

Q. Would you say, then, that there is no opportunity of more speed under the 
present plan?— A. No; there is not unless they adopt some other invention, 
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Q. Then your idea is that you see in these patents u speedier system and one 
just as accurate as the Wheatstone if applied. But you have no positive practical 
knowledge, have you, that this Anderson system can be adopted by the Western 
Union?— A. I have only experts’ testimony. I have experts’ testimony that gave 
it a trial for one month between New York and Chicago; that is all. I will sub- 
mit that report; but I would like to state that in the press reports they do not use 
this tape here [indicating] . They take a page length, line under line. That was 
done on the same machine, and it can be done on the same straight line, and for 

S ress reports, all that the compositor would have to do would be to learn the 
lorse alphabet. Then he could set it up better than he could with the ordinaiy 
manuscnnt, and he c-ould set it up without making an error. When the papers 
adopted the type-setting machines every compositor had to learn to operate them, 
and it would not be any more for him to learn this than to learn the keys on the 
board, and after the printers once learned it they would have it down. Mr. 
Marean, have you seen that? 

Mr. Marean. That would not permit the telegraphic editing of the dispatches. 
The Witness. Hecpi edit that the same as any copy; he can cut out there, and 
he can take it and write it there either way— scratch out or add to. That would 
not interfere. That can be used in case of press reports, so that it would not be 
any expense to copy it to the Government or the Western Union if they would put 
that system in effect— if they had it. 

Q. Do you know or have you found out whether under the present plan of the 
Western Union they can cheapen their tariff?— A. They could cheapen it. You 
mean with the systems that tiny are using? 

Q. Yes; I mean exactly as it stands. — A. The ones that they are using and not 
the ones that they have locked u])? 

Q. Yes. — A. That is a matter of their own. 1 can not tell that and you can not. 
Q. What are the present limits?— A. Oh, (W words a minute is the extreme they 
can go with the modes they n.se at the present time. That i.s the extreme limit 
they can go. They full down to 1) and 25 woids. but with circumstances and 
weather favorable tliey can go lo GO words with the Wheatstone patent. 

Q. Would you say with the present system their rates are reasonable, consider- 
ing the expense of operating their present lines?— A. No; certainly I do not. The 
trouble is, they have got to keep up all this watered stock, to strike a dividend, 
and if they would eliminate the water, they would make more money. They are 
making money anyway ^vitll the water, but I am claiming if they would use some 
of the rr(;ent inventions, they (wild make considerable reduction both in commer- 
cial and press reports. 

Q. What connection have these pre.ss associations witli the Western Union; any 
at all, or are they just separate commercial bodies?— A. There is a d('al there we 
do not know. 

Q. You do not know? — A. We do not know; no. We hav(' idcius, of course, but 
that is not what yon want to get— our ideas. 

Q. You spoke of the country pi ess being able to get these dispatches, even 
weekly papers, the day of publication, the latest dispatches. Wlio would collect 
those dispatches? — A. The statement I made was that if the Government took this 
machine telegraph system or some other recent ones that were better— but even 
though they were t ) take that and make a proposition to the Associated Press to 
cut rates down to so much, naming a figure where it could be almost half a mill, 
providing that association should give all newspapers, dailies and weeklies, 
throughout the length and breadth of the United States the same news on equal 
terms, the Associated Press would accept the arrangement, and by affecting this 
change we would break up that twin monopoly, as it now exists, as I believe, 
between the Associated Press and the Western Union. 

Q. In other words, you would still maintain and keen up the Associated Press 
service only at a cheaper rate on account of cheaper appliances? — A. It would not 
be a monopoly then; everybody could get it. If I was out in a country town 
Wween here and Alexandria and had a dry-goods box and an Army press I could 
get as maiw words as T desired and pay the same rate I would pay between New 
Y ork and W as Wngton. 

Q. Is it not a fact that this is the same contention of that legislative committee, 
that they shall furnish them service at a cheap, reasonable rate so that general 
intelligence, market reports, and everything of that kind shall \ye furnished to the 
newspapers at a much cheaper rate than they get it now? Practically that is 
where you stand.— A. That is what my committee is in existence for. 

t^. Do you know what it costs any new paper to get into the Associated Press 
in the city of Washington?— A. None can get in. 

Q. Provided the association were willing to let you in, 1 mean.— A. No; I do 
not know. 
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Q. Do you know what the privilege was ever offered to you for?— A. We tried 
to get it when we started the Times. The Times was started here by our local y 
Denization. I was chairman of the mass meeting that brought that paper into 
eristence, and appointed the first committee on ways and means. We tried to 
get the telegraph news and we could not. At that time there was a fight, fortu- 
nately, between the Associated Press and the United Press. The Star had both 
concessions and for both morning and evening. They did not use the morniug 
concession, and gave it to us and let us use the matter. We got the matter as 
long as we had the morning Times, but when we started the evening Times they 
shut us out. 

Q. At what rate did you get in? — A. They paid $2.5 a night as long as they used 
the matter. 

Q. (By Mr. Farquhar.) You have no knowledge as to liow much it takes to 
get into the association in other cities?— A. I do not know. I have heard at dif- 
ferent times, but I do not recollect now, and I do not know whether what I heard 
was true at that time. 

Q. Do you think that you can not get news .service of any kind unless those 
that are in the local membership vote you in?— A. Oh, yes; that is understood; 
you have got to get in that way. 

Q. It is exclusive? — A. Yes. If the Star and the Post say you can not come in 
here, you can not come in here; you can not come in here either morning or 
afternoon. You can get specials. 

Q. The local ])apers have the right to name their own terms?— A. As far as I 
know they have the right to name the terms. I do not know whether they name 
the prices or not. 

Q. Have you any knowledge that they name them, or ever have named them?— 
A. There is no doubt but what they do. 

Q. Does the Associated Pi-ess in some capacity name the terms, whether in the 
local committee or in the general committee?— A. That I could not answer posi- 
tively; I could not answer that positively. I think it is done both ways. 

Q. You could not give a round sum at all, or any proposition that has been 
offered to get into thi.s as.sociation and which has failed, could you?— A. No; the 
time we started the Times we did not make up any round sum. Printers as a 
general thing have not a surplus of money, and they did not have any big money 
to pay out on any such matter. We w(‘nt there to try and get the telegraph 
news and we finally succeeded in getting the report until tliey made it an evening 
paper, and when they made it an evening paper then the Star shut us out. 

Q. The case stands in this way, then. The Western Union Telegraph furnishes 
the lines for carrying the infonnation; the Associated Press assembles or collects 
that information, and anyone going into the newspaper business has to be admit- 
ted into the Associated Press before he gets any of that news? — A. Yes; and it 
has been proved. 

9 . And you say that the conditions and the rates in these local associations in 
cities are such that it would cost a man as much to get into the association as to 
start his newspaper?— A. Yes; but in nineteen-twentieths of the cases they would 
not give you a show even if you would raise the money. 

Q. But if they would?— A. It would be too large for a man unless he had a large 
surplus to go in— and another thing with the Associated Press, it has been proven 
before committees of Congress, and evidence has been given to show that if one 
paper should get to advocating postal telegraph and Government ownership and 
control of the telegraph in different branches that the Western Union would take 
and put the screws down on the paper, and say, “ Here, if you do not stop that we 
will take the news away from you.” And the paper would stop. I have heard 
of lots of cases of that kind, but this I know to be a fact. A certain correspondent 
was sending matter to a paper of his, and it happened to be that he had been drop- 
ping in and ^ving his matter to the Postal Telegraph Company. It was only a 
few days until the Western Union came soliciting his matter, and wanted him to 
give them half of it. He told them no; that the Postal suited him better becau'-e 
it was handier, and he said, “ I guess I will keep right on with the Postal.” Well, 
it was only a few days, as I recollect, that this correspondent was notified from 
headquarters that “You must give the Western Union half of your work from 
this paper.” They put the screws to him. It was not but a little while longer 
that he got a notice from headquarters again, saying, “You must give all your 
work to the Western Union.” Put the screws to them again. And that is the 
way they have done to papers to crowd them out and push them down— papers 
that have been advocating Government telegraph in some form or other. 
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Q. Do you know whether the rates to other associations than the Associated 
Press are the same— tliat is, that they ^ve equally as good rates, for instance, to 
the Scripps-McRae?— A. That I do not Know. 

Q. OrtheLaffan Bureau?— A. I do not know; they keep their dealings to them- 
selves. 

Q. What is your authority for the statement of the laid-by messages— wliether 
the laying by of domestic or family or general messages is done purposely to let 
through commercial or brokerage messages have precedence?— A. In answer to 
that (luestion, take the business centers like New York and Ciiieago and places of 
that kind. Between 9 o’clock and 8 the work of the brokers and speculators gen- 
erally is tremendous. The Western Union is in this business for money. We 
have got to bear that in mind. Tliey are lending their wires to anybody for 
money, and they lease the wires bc’tween those hours. They own those wires, 
but the brokers and speculators do not have those wires as a general thing after 
3 p. m. They use them between 9 and 3 p. m., and the other wires that are not 
leased to those brokers are overcrowded and the messages have got to lay by; and 
as soon as 3 \). m. arrives and the brokers’ lease runs out for that day they man 
the wires and they unload those desks whi(“h were full of matter, ordering them 
to take their turn. J ust lik(' I saw in some statement befoi e the House Post-Office 
and Post-Roads Committee several years ago, where some gentleman— it gave his 
name, but I do not remember it now— telegraplied from New York City to Ter- 
rence V. Powderly at Scranton that he would be th(‘re at 11 o’clock that evening, 
and he left New York about 20 minutes after In; tel(‘graph(‘d. He got to Terrence 
V. Powderly's house and had been sitting there for 20 minutes at Scranton, Pa., 
before the message arrived. That was a" case where the mes.sage was laid by. 
It was proven through this committee that tlu're wen? several instances of that 
kind. Th(! gentleman had arrived at Mr. Powderly's house 20 minutes before the 
Western Union message came notifying Mr. Powderly that he would arrive that 
night. 

Q. Mr. Clark was questioned on that point very fully before this commission, 
and he gave Hie commission to understand that the facilities were so sufficient 
that the remedy would be simple.— A. It is almost impossible here in the city of 
Washington to get them out when C'Uigre.ss is in session. 

If Mr. Clark made that statement, he knows very well that the Western Union 
can not handle the work at times with its slow way of handling— that is, in cities 
like New York, Chicago, and Boston. Lots of tlu'se people do make some very 
funny statements. Mr. (Tr<‘en, when he was president, several years ago when 
before a House committee, was asked a question as to how many telegraph com- 
panies he was president of. He stammered and said w(‘ll, he did not know, but 
he thought it was 33 companies he was president of. This is a matter of record, 
too. He did not know how many companies he was president of. 

Q, Is there any further stalement you want to make, Mr. Randall?— A. Only 
that I would like to say it is a hard matter to find out the rates in this country. 
As I stated in my statement, we want a uniform rafts so everybody may know 
what the rates are to and from places. Of cour.>e. it is true that you can go 
into telegraph offices and ask how much it is to Oakland, Cal., and they will tell 
you, but you have got to go and ask them, and then you find that it will be a 
dollar. I therefore would like to have the following stattmient go along with 
this matter to show the difference, and as regards the difference in European 
countries: 

Taking up the States alphabetically, the Western Union rates are: 

Alabama, 10-word messages, 50 and 3. 

Arizona, $1 and 7. 

Q. (By Mr. Farquhau.) Where is this from?— A. New York. 

Q. (By Mr. Kennedy.) What do you mean by $1 and 7?— A. For 10 words, $1, 
and 7 cents for each word in excess of 10. (Continuing:) 

Arkansas, 50 and 3 and 60 and 4. 

California, $1 and 7. 

Colorado, 75 and 5. 

Connecticut, 25 and 2. 

There is one good statement that Brother Clark did make, and he did tell the 
truth, that there were places in New England where they were sending telegrams 
for 25 cents. 

Delaware, 25 and 2. 

District of Columbia, 25 and 2. 

Florida, 60 and 4. 

Georgia, 50 and 3. 

16a 17 
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Idaho, and 7. 

Illinois, 50 and 8. 

Chicago, 40 and 8. 

Indiana, 50 and 8 and 40 and 8. 

Indian Territory, 75 and 5. 

Iowa, 60 and 4, 50 and 3. 

Kansas. 60 and 4 and 50 and 8. 

Kentucky, 80 and 8 and 40 and 8. 

Louisiana, 80 and 4. 

Maine, 25 and 2. 

Manitoba, 75 and 5. 

Maryland, 25 and 2 and 80 and 2 and 40 and 8. There are three rates in 
Maryland. 

Massachusetts, 25 and 2. 

Minnesota, 60 and 4 and 50 and 8. 

Mississippi, 50 and 8. 

Missouri, 60 and 4 and 50 and 8. 

Montana, 75 and 5. 

Nebraska, 60 and 4 and ,50 and 8. 

Nevada, $l and 7. 

New Brunswick, 50 and 8. 

New Hampshire, 20 and 1 and 25 and 2. 

New Mexico, 75 and 5. 

New York, 20 and 1 and 25 and 2. 

North Carolina, 50 and 8. 

North Dakota, 75 and 5. 

Ontario, 40 and 3. 

Oregon, $1 and 7. 

Pennsylvania, 25 and 2 and 20 and 1. 

Quebec, 40 and 8. 

Rhode Island, 25 and 2. 

South Carolina, 50 and 3. 

South Dakota, 75 and 5. 

* Tennessee, 50 and 8 and 40 and 8. 

Texas, 75 and 5 and ,50 and 3. 

Utah, 75 and 5. 

Vermont, 25 and 2. 

Virginia, 40 and 8,. 30 and 8, and 25 and 2. 

Washington, $l and 7. 

West Virginia, 40 and 8 and 85 ami 2. 

Wisconsin, ,50 and 8. 

Wyoming, 75 and 5. 

Q. (By Mr, Fak(^uhau.) What figures are thoseV— A. They are the Western 
Union’s fibres. 

Q. The first figures cx>ver the 10 words and the second figure is for each extra 
word?— A. Yes; that is right. 

Q. (By Mr. Kennedy.) What is the date that schedule was in effect?— A. 1807. 

Q. Do you know whether the same schedule is in effect now?— A. Mr. Clark 
made the statement that in Now England the rate is 25 cents. He claimed they 
had a bureau sitting continually systematizing and revising the tariff, but they 
do not revise it much. They are paying that commission an enormous salary to 
do nothing. And who pays it? The people who use the telegi'aph; and we would 
like to hmve the general public use it a little more than they do. Now, I have 
here special rates for newspapers, but I do not know whether there is any use in 
my offering them. 

Q. You Know it is authentic?— A. Yes; I suppose it is. I got this from Mr. 
Marean himself, and I think he would not give me anything tliat was not right. 
The special rates are regulated by the commercial rates, day and night. Where 
the commercial rate is 20 and 1 and 25 and 1, the special rate is one-half of a cent 
in the day and one-fourth of a cent at night; where the commercial rate is 25 and 
2, 80 and 2, or 35 and 2, the special rate is two-thirds of a cent in the day and one- 
third of a cent at night; where the rate is 40 and 3, 45 and 3, or 50 and 3, it is 1 
cent in the day and one-half of a cent at night; where the rate is 60 and 4, it is 1 J 
cents in the day and two-thirds of a cent at night; where the rate is 75 and 5 the 
day rate is 1| cents and the night rate five-sixths of a cent; where the commercial 
rate is $1 and 7 the day rate is 2^ cents and the night rate 4 cents. 1 think that 
is right. 

Q. (By Mr, Farquhar.) Is there any further statement vou want to make?— 
A. After Mr. Roberts makes his statement I suppose I could add anything that 
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might come to my mind. There are quite a numlier of things I would like to 
make a statement of, but I can not just call them to mind. I would like to read 
this. It is from Senate Doc. No. 65, Fifty-sixth Congress, first session, page 60, 
speaking of franks. That was touched upon when Vice-President Clark was 
before your commission. (^Reading:) 

“ Misgovernment and political corruption are evils to which the private tele- 
graph contributes. Long ago the president of the Western Union said: ‘The 
franks issued to Government ofiftcials constitute nearly a third of the compli- 
mentary business. The wires of the Western Union Company extend into 117 
States and 9 Territories within the limits of the United States, and into 4 of the 
British provinces. In all of them our property is more or less subject to the 
action of the national, State, and municipal authorities, and the judicious use of 
complimentary franks among them has been the means of saving to the company 
many times the money value of the free service performed.’’’ 

1 would state in that connection that wdien Mr, Kennedy asked Mr. Clark the 
question here, Mr. Clark said that it was a mere matter of courtesy; nothing in 
it at all. At the same time I believe Mr. Kennedy asked why the company did 
not cut these franks off, and all the ansAver he got was “ Why don’t they cut the 
deadheads off at theaters? ” I am liere to state that just as soon as a man becomes 
a “ statesman without a job ’’ he doesn’t have to be cut off. Ho doesn’t have his 
franks after that. I know that when I was actively engaged in the agitation in 
1894, 1895, 1896, parties came to ni(‘ and showed me their franks; and some of 
them have since been left off for the reason that they took an active part in the 
agitation, and they have no franks now; if tliey asked for them they could not 
get them. But they did not used to have to ask for them when they were in 
office; they were sent to them. Yet Mr. Clark did not know anything about it; 
it was simply a courtesy. 

During the strike of 1883 of the telegraphers in this country, the largest strike 
they ever did have, the newspapers as.serted their independence. They came out 
and struck for Government ownership and operation. It oppressed them so that 
they could not get their news. I have a book here tliat is loaded down with 
extracts from newspapers all over this country, where the newspapers were con- 
tending that the Government could and ought to operate the teh'graph, making 
a stronger argument than any we liave made, or than is made in this document 
No. 65, notwithstanding it was prepared by Professor Parsons, who puts up 
about as strong an argument as any. But as soon as that strike was settled they 
had to go right back, or the screws would be put on tliem and they would lose 
the news. 

There are one or two other things her(^ on i)age 59 of this same document. 
Professor Parsons says this (reading): 

“No person or corporation should have the power to mold the daily news or 
exclude any paper from printing it on e<iual terms with its rivals. The Western 
Union and the Associated Press are not the proper ones to decide' whether or not 
a new paper shall be started or an old onci depart this life. The success of a 
paper should depend upon its merit, not upon the favor of the Western Union or 
the assent of other papers. 

“It is a good thing to gather the news to a central point and edit it to the 
country. An enormous amount of mseless repetition is thereby avoided and a 
better distribution of news secured. But very careful provision should be made 
to secure the impartiality of such editing and distributing. If the association 
were open to all newspapers on equal terms, and the editor in chief were elected 
by all the newspapers, each casting 1 vote, and were sworn to impartial service, 
subject to removal by a vote of dissatisfaction on the part of 15 or 20 per cent of 
the constituent papers; if any paper or papers choosing to pay extra for a special 
representative could have one, entitled to a seat in the editing chamber, with full 
access to all materials received and authority to add a supplement to the chief’s 
report to cover important matters omitted or misstated by the chief; if each and 
every paper were free to criticise the di-spatches, then we should have laid the 
foundation for a free and impartial press. The very presence of the supplemental 
editors would probably, as a rule, prevent the necessity of supplemental reports 
by their potential effect upon the chief’s report. 

“ The first step toward the establishment of an unfettered press is a national 
telegraph system, carrying the news or renting wires at very low rates on condi- 
tion of impartial editing and distribution of dispatches on some such plan as that 
outlined above or a better one. The chains of the allied monopolies will thus be 
broken and the coordinate growth of intelligence and cooperation will gradually 
free the press in larger and larger de^ee from the limitations placed upon it by 
ignorance, prejudice, and the strife of competitive business and politics.” 
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I guess I will close ray reraarks, inasrauch as it is getting late. We have quite 
a number of other things here, but I suppose I can revise this, and anything in 
that nature I can add. 

Mr. Farquhar. Certainly; you can add what is pertinent. 

(Testimony closed.) 

EXHIBITS IN CONNECTION WITH MR. RANDALL'S TESTIMONY. 


For a Postal Telegraph. 

In Senate Doc. 65, Fifty-sixth Congress, first session, page 5, Professor Parsons 
says; 


refrain from using the multiplication tai)]e and the ten commandments because 
they are in vogue in Norway and Sweden, Denmark, Belgium, (;tc. Do they 
abstain from wearing clothes becau.se the wearing of clothes is an institution that 
exists in Russia? Do they go on their four legs for fear of imitating the kings and 
emperors by walking on two? We must not wear overcoats, or neckties, or trou- 
gers— the Germans do that. It was very dangerous, wasn't it, for us to adopt the 
idea of that inonarchial Englishman, Stephenson, or the idea of that imperial 
Dutchman, Gutenberg, and it will be equally dangerous for us to adopt t!ie idea of 
the despotic Gladstone that the telegraph is a good thing in a post-office, won’t it? 
It does seem as though fast mails would be as valuable and sensible in a republic as 
in a monarchy. France thinks so, and Switzerland, the most democratic country 
in the woi Id. Now Z(*aland also, and the States of Australia. These are all 
republics, and each has a national telegraph system. We may imitate them if 
you insist on regarding the uuestion as a matter of imitation; or wo may take 
England as an example, for she is in every substantial sense as real a republic as 
the United States. In truth, such objections seem foolish and weak, and must 
arise from very careless thinking, reckless appeal to prejudice, or a desiierate lack 
of good argnment. 1 would not trouble the reader with a refutation were it not 
that men in high po.sition have been known to r{q>eat smh absurdities and give' 
them the impetus of tlieir names, whereby insidious appeals are made to tin; 
thoughtless prejudice of unenlightened patriotism. True patriotism, wide awake, 
demands for America all that is good, whether it originates in Euiope or the Fiji 
Islands. In the (‘a.se of the telegraph, however, we have only to follow the lead 
of our own Government which was the first to adopt the electric telegraph and 
establish it in connection with tlie post-office, where it would have remained to 
this day had it not been for the power of private capital and the weakness of some 
of our legislators and the failure of others to foresee the enormous value of the 
telegraph. 

“ ‘ It will put the Government into the field of private enterprise.’ Well, that 
is what the people have been doing since the dawn of civilization. Defense was 
once dependent entirely on private enterprise; so were education, justice, preven- 
tion and punishment of (;rime, guarding against disease, care of the sick, extin- 
guishment of fire, manufacture of the weather, transmission of intelligence, etc. 
The people have put the Govmnment into th«'‘ field formerly occupied by private 
enterprise, because they have become aware that the Government could do the 
work better than private enterprise. In the present case of the telegi’aph, how- 
ever, the (pioted words at the head of this paragraph are not strictly true. It 
would have been more accurate to say of the postal telegraph, ‘ It will put the 
Government into the field of despotic monopoly.’” 

The witness also submitted the following: 

Again in Senate Doc. 65, Fifty-sixth Congi*ess, first session, pages 9, 10, 11: 

“ Postmaster-General Bissell devotes three pages to the subject in his report for 
1894. He opposes a postal telegraph. He thinks it would cause a deficit and be 
productive of ‘ wrangling and jealousy ’ through the ‘ limitless difficulty of deter- 
mining the character, quality, and amount of service that should be accorded to 
the various sections of the country.' It is hard to see why the introduction of 
electric mails should cause any more wrangling and jealousy between different 
sections of the country or any more trouble in distributing the service than the 
introduction of steam mails or the adoption of the free-delivery system. Give 
fair facilities to all and better facilities where the amount of business warrants 
it. The test of population and business done determines the distribution of serv- 
ice now without the slightest difficulty and would do so just the same if the func- 
tions of tb ; post-office were multiplied a hundredfold. As to the deficit, Mr. Bis- 
sell bases his belief 6n the assertion that the English postal telegraph does not pay 
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its operating expenses. This is not true, bnt if it were the conclusion of Mr. Bis- 
sell would not follow. If it is good logic to say ‘ England has a deficit on its postal 
telegiaph, therefore the United States would have a deficit on its postal tele- 
graph,’ then it is good logic to say ‘ France, Switzerland, Sweden, Belgium, and 
other countries realize a profit on their postal telegraph, therefore the United 
States would make a profit on the postal telegraph.’ As already remarked, the 
statement of the P()stmaster-General in respect to England is not true, though lie 
doubtless thought it was. He says, on page 48 of the report for 1894, that the 
interest on the English telegraph investment for the year 1893 was $1,455,584. 
‘ In the operation of the service there was a further loss of $811,741 

“The report of tlie English post-office for 1893 showed that there had been a 
large extension of lines to life-saving stations and other points, 973 new offices in 
all. I suspected that the cost of new construction had been included in the 
• expenditures ’ assumed by Mr. Bissell to be operating expenses, so I wrote to the 
English postmaster-general, and hero are the figures ho sends me for 1893: 

Total receipts £3,536,312 

New purchase and construction . _ . 185,609 

Operating expenses _ 3,507,385 

Total expenditure 3, 693, 994 

Net profit on operation . ^ 18,937 

Interest _ 298, 888 

“ So there was a net profit on operation of $91,635. I suppose someone who looks 
at the lump sums of the English ])ostmastcr-gen(;rara report for 1893-94 and 
does not tliinkof inquiring about the items will be telling someone that there was 
a deficit in operation of almost a million, whereas the itemized account shows 
that, taking out the cost of muv construction, there was a net profit of $138,850. 
In 1890 the net profit was $1,451,330. in 1887 it was $443,430. in 1881 it was 
$2,357,315,111 1875 it was $435,375. in 1873 it was $568,995; such are some of the 
figures taken at random. The profit varies, but ev(*ry year from 1894 back to tbe 
first reixu'tin 1871, shows a considerable net profit in tln^ operation of theteb- 
griuih. In the last 3 years and the 5 years from 1884 to 1888 the surplus was not 
sumcient to defray the cost of new* construction or extensions; but in each of 
the other 10 years the net profit was a good deal more than sufficient for this pur- 
pose; the excess aft(!r paying for all extensions rising in some years as high as a 
million and a lialf of dollars. From February, 1876, down to the present time 
the actual cash received tor postal-telegraph service in England has paid all 
operating expenses and all cost of extensions, new purchase, and construction, 
and turned into the treasury a net profit of $6,683,610 besides rendering free serv- 
ices to other departments of the Government wliich at regular rates would have 
amounte<l to $1,860,450, As we shall see hereafter, the English post-office has 
sent the telegraph into thousands of rural districts where the i)rivate companies 
did not and would not go, has established rates tliat are several flights of stairs 
below ours, and adopted the policy of raising the salaries of employees every year 
in a ratio of 3 to 3 per (;ent. In .spite of all this the operating account shows tlu' 
gratifying results above-mentioned— a financial as well as a social success. Yet 
the erroneous statement of Mr. Bissell will doubtless be (jiioted by p(‘rsons oppos- 
ing the postal telegraph ivithout stopping to investigate its truth. 

“As to capitalization and interest, we do not ne('d to follow in the footsteps of 
the English post-office. We should not pay .several times the value of existing 
lines if we buy, nor go into debt if we build. The whole matter can be managed 
without a dollar of taxation, as will appear hereafter, and our system <-an rend, r 
good service at very low rates and still make a profit. Even if the English depart- 
ment had not made a ])rofit in 1893, it would not follow that it must keep on at a 
loss, for its history shows that the surplus is small one year and large the next, 
moving up and down in an irregular line. Even if the English department made 
a loss every year it would not follow that we should do the same, for we need not 
carry the press dispatches at rates not only far below ours, but considerably below 
cost as England does. And, finally , even if a good postal-telegraph system in the 
United States should be operated at a loss (which need not be), still it would be 
no argument against its adoption until it were shown that its vast benefits w’ere 
not worth the expense. And Postmaster-General Bissell should be the last one to 
raise such an objection, for on the first page of this very same report of his I find 
these words about the Post-Office Department: ‘ It can not and should not stop to 
consider little economies. It must needs exert itself to the utmost to secure the 
best possible results in the way of celerity, accuracy, and security in the dispatch 
of the mails, and without sparing any reasonable expenditures in that behalL’ ” 
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Anderson’s Machine Telegraph. 

The witness submitted also tlie following: 

DESCRIPTION OF ANDERSON’S MACHINE TELEGRAPH. 

[From Scniito Doc. 65, Fifty -sl.xth CongrcH«.] 

“The Anderson automatic has transmitted and recorded in perfectly legible 
characters 3,000 words per minute between New York and Washington, 3.)1 miles, 
over a compound coj)per and steel wire of much smaller carrying capacity than 
the No. 4 copper wire, which would be used in constructing the new system 
according to the plans of the inventor. It has carried 800 words per minute over 
a similar compound 2-ohm wire 1,027 miles — from New York to Chicago; and it 
has carried from .Tersey City to Philadelphia 1,7)00 words per minute. 00 miles, 
over a single small iron wire of a resistaiu'e of 25 ohms per mile, or more than 20 
times the resistance of a No. 4 copper win*. Over an experimental line 8,000 
words per minute have been recorded by this system. By the hand method the 
highest speed that an expert telegi'apher can attain is about 45 words a minute, 
and ordinarily 15 to 25 words per minute is all that can be expected. With the 
quadriiplex and four operators at each end of the line 60 to 80 words a minute 
may be sent over one wire, but the average is about 50 words per minute; so that 
the Anderson automatic makes* one wire the eiiuivalent of 40 to 100 of the ordi- 
nary Morse circuits in use by the Western Union, or 10 to 30 of its quadruplexed 
wires. 

“Mr. W. E. Athoarn, a very high authority, formerly chief electrician of the 
Baltimore and Ohio Telegraph Company, thoroughly tested the Anderson system, 
and says: “With a 1-ohm-per-mile resistance hard-drawn copper wire, strung 
upon well-set, substantial poles, the tests justify the belief that much more than 

1,000 words per minute could be reliably telegraphed in all weathers.” 

In respect to cost of transmission with the Anderson automatic, Mr. Athoarn 
says: “A careful approximate estimate of the cost of telegraphing, complete, 

1,000 woids from New York to Chicago, including ^)erforating, transmitting, 
copying by typewriter at the receiving station, with liberal allowances for cost 
of labor, stationery, chemicals, etc., is about, but rather under, 50 cents. The 
present rates of the Western Union Telegraj)h Company for telegraphing a busi- 
ness message of 1 ,000 words from New York to Chicago are upward of $30.” 

Mr. P. B. Delany, the great inventor of the multiplex, says: “At Philadelphia, 
on Monday, the 22d of February, 1802, 1 saw 1,500 words per minute received 
from Jersey City, in perfectly plain Morse cliaracteis, by the Anderson system of 
machine telegraphy. The line used was an iron wire with a resistance of about 
25 ohms to the mile, or equivalent to double tlie length of an ordinary telegraph 
circuit. Judging from the character of the work, 2,000 words per minute mignt 
have been received if the transmitting machine at Jersey City had been geared 
up to that speed. There will be no difficulty whatever in working at a speed of 

1,000 words a minute beWeen New York and Chicago.” 

Mr. D. PI. Bates, once of the Western Union management, and afterwards presi- 
dent and general manager of the Baltimore and Ohio Telegraph Company, exam- 
ined the system in 1800 at the request of the Postmiister-General. He says: “ The 
effect of the arrangement is to insure great speed, great accuracy, and legibility 
of the record at the receiving station, absence of all errors except those inherent 
in the line itself, and the presence of line faults may be instantly detected. Two 
large copper wires could accommodate, by means of the machine telegraph, all 
that 8 or 10 similar wiies could handle by means of the quadruplex, the work 
being as well done and with a saving of one-third in the number of operators and 
clerks.” 

Mr. F. N. Gisborne, electrician and general superintendent of the government 
telegraph lines of the Dominion of Canada, told the Royal Society of Canada in 
May, 1891, that the Anderson system had accomplished, in a perfectly practical 
way, the astonishing feat of telegraphing 3,000 words a minute over a single wire 
351 miles long, and 800 words a minute over a circuit of J ,027 miles in a heavy 
rain storm. Wherefore, 2 wires, operated by the Anderson system, were 'proved 
to have a capacity more than equal to 20 wires operated by the quadruplex sys- 
tem in general ii.se by the American companies (the Western Union is supposed 
to have quadruplexed about 75,000 miles of its wire) , which represent 80 ordinary 
Morse telegraph circuits, and require 160 skilled operators at the terminals and 
20 workers to attend the repeaters at halfway stations between New York and 
Chicago. Mr. Gisborne also said it was clear that 100 words could be telegraphed 
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1.000 miles for 25 cents and yet allow a large profit to the telegraph companies. 
The decrease in the cost of line and its maintenance by the substitntion of the 
Anderson system for present methods would be enormous, to say nothing of the 
fai’ mailer number of opera tois and instmments required. 

“ The Montreal Gazette of June 13, 1891, commenting on Mr. Gisborne’s address, 
said that he had shown how recent improvements in automatic telegraphy made 
it possible to compete successfully with the postal service for the carriage of let- 
ters, thus emphasizing the frequently expressed opinion that the time is ripe for 
the complete combination of the two services in the hands of the postal authori- 
ties. 

“ The method of operation is simple. The mes.sage is perforated on a strip of 
paper, which is put into the transmitter and passes under metal points. At each 
perforation these points pass through the jiaper and close the circuit for a length 
of time corresponding to the length of the perforation. At the receiving end the 
closing of the circuit makes a prussian-blue stain on a moving ribbon or sheet 
chemically prepared for the purpose. 

“ The perforating machine is as simple and efficient as an ordinary typewriter, 
and can be operated with the same ease and speed (1,800 to 2,000 words per hour). 

“The page and line recorder prints the message on a letter sheet about ten 
words to the line, and is a great improvement over the paper ribbons for record- 
ing long messages, letters, or news reports. So says Mr. Athearn, and Mr. Bates 
says, " The page and line recorder marks a long step forward, and its use removes 
one of the chief obstacdes heretofore barring the way to full success in autotele- 
graphic transmission.” 

“The business men’s composing machine enables any person after a little prac- 
tice to perforate a message for telegraphing as quickly as it could be written with 
a pen or typewriter (a perfect copy of the message for the office file being simul- 
taneously printed in Roman characters). The use of this composer would con- 
siderably lessen the cost of telegraphing and would shorten the time required to 
get a message under way, the message being ready for the automatic transmitter 
the mimient it is written and stamped, thus avoiding even an instant’s delay. 
The reading of the message and counting of the words by the operator, taking 
the money, etc., uses up many instants with our system. Then the transmission 
is 50 to 100 times more rapid than that in general use to-day, and at the other end 
the attendant does not have to write out the message, but sends it at once as it is 
printed by the mac.hine, if it is a quick delivery message, or talks it tlirough the 
telephone directly to the addressee. 

“ Where the traffic is large the automatic effects a great saving in cost of con- 
struction as well as in cost of operation. A single line of hard-drawn copper 
wire No. 4 with the automatic is more than able to do the work of ten wiijes of 
the best quadruplex systems (300,000 words or 10,000 messages of 30 words in 8 
lifAirs) , yet the cost of the single copper line is less than half the cost of a good 
10-wire galvanized iron quadruplex outfit. The repairs and battery expenses of 
the automatic line are little if any more than a tenth of the (;orre8ponding main- 
tenance expenses of the 10- wire quadruplex. The 10-wiie quadruplex needs 80 
first-class operators; and on a line like that from New York to Chicago, at least 
5 repeaters would be required at Buffalo— 85 operators; the (Hiuivalent automatic 
line would need 2 operators, 2 helpers, and 20 perforators (if the messages all 
came unprepared; so far as they were prepared in the offices of the senders the 
need for perforators at the telegraph office would cease) , 4 to 22 workers against 
85 workers with the quadruidex, to handle the same traffic in each case. With 
an 8-hour shift for the workers the cost of transmitting business under con- 
sideration would be about 6 cents per message of 30 words by quadruplex, and 
about 1 cent per message of 30 words by automatic, or one-half cent a message if 
the perforating were done by the sender. 

“The number of letters passing daily lietween New York and Chicago is said 
to be about 40,000, and the telegrams 8,000. If letters were telegraphed at a low 
rate between these points, a vast number of missives from surrounding regions 
would cluster to them to save a day in transit, and the total might soon be nearer 

100.000 than 40,000. Suppose, however, that in each 24 hours only 7,000 letters 
were to be telegraphed, averaging 100 words each, and 8,000 avera^ng 200 words 
each. A careral estimate based qn considerable practical expenence with the 
Anderson automatic shows that the cost of transmission of the 800,000,000 words 
of traffic per year would be about $300,000, or less than 4 cents per 100 words, 
including labor, materials, repairs, and interest on the actum investment. 
Wherefore it appears that if a 5-cent telegraph stamp were added to a 100 word 
letter alongside of the ordinary 2-cent postage stamp, the 7 cents would more 
than pay for handling in the mails and for transmission by telegraph between 
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the two great centers nearest the origin and destination of the letter. As the 2- 
cent postage pays doable the present cost of handling letters (Postmaster-Gen- 
eral’s Kept. 1893, p. 52), and the automatic transmission figures less than 4 cents, 
it is (dear that 5 cents would cover the total actual cost, mail service and all, 
between New York and Chicago. It would not fully pay for transmission from 
Nov/ York to San Francisco; it would more than pay for such transmission 
between Boston and New York, Boston and Philadelphia, New York and Phila- 
delphia, New York and Washington, New York and Chicago, Washington and 
Chicago, etc., making the average trunk-line transmission less than 5 cents for 
the entire country. If the messages were perforat'd by the sender and the 
automatic record sent to the addressee without copying into roman characters, 
the total cost of transmission per 100 words woul(i be less than half of 5 cents. 
As tlie automatic was extended, and the postal telei)hone and multiplex netted 
th(> country more and more, messages would goto and from the automatic trunk 
terminals by tlieso means instead of via the mail bag. Tlie strategic point, how- 
ever, is the automatic trunk line for telegraphing leth'rs long distances instead of 
sending them by mail. That is the thing of all others that the post-office should 
aim to do at once. 

“A business of 800 million words p<‘r annum could be transiuded on two No. 4 
wire", running considerably below their capatuty— estimating the capacity at the 
most moderate figure suggested by the experimi'nts, viz, 800 to 1 ,000 words a min- 
ute. It may be interesting to state that it is estimated the transmission of the 
same traffic by the Western Union (juadruplex \vould co.st about 18 or 20 (*entsper 
100 words—actual cost, 1 mean, including interest on the real investment. The 
spf'cial telegmph mes.senger service is not included in any of these e.stiinates. The 
Westeni Union .says that costs 2 cents a me.s.sage. (Bingham Hearings, Green, 

p. 00.) 

“A full account of the Anderson system with detailed data of cost of construc- 
tion and operation will be found in a brochure entitled Machiiu' Telegi*aphy. by 
W. L. Craig; M. B, Brown, printer, lO-.U Park place. New Yoi'k, 1895. Th(3\lata 
of pages 38 and 20 allow interest on the real investm(*nt. while those of page 27 are 
made up on the ordinary private corporation plan with large dividi'iids on 'watered 
stock. Receiving copyi.sts and rent are also included in pages 20 and 37, but not in 
the estimate of page 28. 1 have included copyi.sts liut not rent either in figuring 
the automatic or the Western Union co.st. There would be sub.stantially no addi- 
tion f(jr rent in a postal .system, and even if allowed for at private rates it would 
amount to less than half a mill per 100 words automatic. The book figures on an 
8-hour day for employees and allows .$.50 to $80 a month wag(‘s per employee. Its 
estiniate-s of the cost ol operating tlie (piadruplex, and the co.st of construction of 
thfl Ripper and the iron (luadruplex lim's. are all too high, according to other 
eng^ering authorities and the testimony before Congressional committees already 
cited. In the above statement I have given the corrected data in these respects. 
The letters and reports of Messrs. Athearn, Delany, D. H. Craig, and F. N. Gis- 
borne may be found in the same book. 

“Since waiting the above 1 havi' receiv(‘d Senate Doc. 291, May 26, 1896, con- 
taining the testimony of P. B. Delany before the Butler Committee on Post-Offices 
and Post-Roads, Fifty-fourth Congrees, first session. May 13 and 20, 1896. The 
great inventor, with charming modesty and open mindedness, says nothing about 
his own services to the scieiuje of b'legraphy, but urges most powerfully the claims 
of the automatic, wliich is chiefly the work of others. 

“He says in substance that with plenty of wires a single short message can be 
sent by hand about as quickly as by the machine system, but ‘ if the message is a 
long one, or if there are a thousaml messages to transmit, it might take two days 
to get them off by hand, whereas if there are a sufficient number of perforators, 
the whole lot could bo transmitted in a few minutes, the machine system afford- 
ing the same capacity as 70 to 170 circuits worked by the present Morse sys- 
tem. * * * For the gi’eat bulk of telegraphic corre.spondence the hand method 
is inadequate, slow, and expensive. * * * The highest average of transmis- 
sion over a single wire by the quadruplex was about 50 words a minute. Now it 
is practicable to telegraph 2,500 words a minute between Washington and New 
Yorh and 1,000 words a minute between New York and Chicago, while the tele- 
phone carries speech 1.500 miles. # * * Last October (1895), over an actual 
line having but 130 pounds of copper to the mile (Philadelphia to Harrisburg and 
return). 216 miles, 940 words a minute were plainly recorded, the current used 
being 120 volts. The trial was made over the lines of the Pennsylvania Railroad 
Company, from the Broad street station, and wa.s conducted in the presence of a 
board of well-known electrical experts. With this system 8,000 words a minute 
have been recorded over an experimental line, which shows the possibility of the 
latest development in machine telegraphy.' 
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“ The inventor gave the committee an estimate on the construction and opera- 
tion of an automatic line from New York to Chicago, as follows: 

Construction per mile^ ;i-mre line. 


35 poles, 80-foot, at §4. .. .. .. $140.00 

Setting poles, at $1.50 . 52.50 


Total for poles- . .. 192.50 

Cross-arms, pins, and insulators, at 55 cents 19. 25 

2 copper wires, H50 jxmnds each per mile, at 15 cents per pound . _ 255. 00 

1 iron wire, 000 pounds per mile - ... 35.00 

Stringing 3 wires, $7 per mile. . . . 21.00 

Incidentals . . . 27. 25 


Per mile, 2 copper and 1 iron wire ... 550.00 


1,000 miles . 550.000.00 

Complete ecpiipment, apparatus, furnishing, etc 50,000.00 


Total . .600,000.00 


“The vast difference between this sort of construction and Western Union lines 
will be appreciated when you know that the Western Union uses little copper and 
that the iron wire it uses Wghs about 1 30 pounds to the mile. The line described 
by Mr. Delany would be much more expensive than the lines considered in Part 
III, but not so much more costly, I believe, as the inventor's figures would indi- 
cate. Twelve men can set from 24 to 80 poles a day (Telegraph Construction, by 
J. C. Douglas, p. 362) , according to soil and method and size of hole. Fifty cents 
each for setting should be a sufficient allowance for actual cost, and contractors 
are eager for the work at $l aiiioce. For the cost of ]K)les themselves, the W estern 
Union told the Census Bureau that its poles cost $1 each. The Western Union 
has contracts with many railroads that relieve it of freight rates; but this was 
not the case with the construction described in Part III, note 13, where the fig- 
ures show that the entire cost of poles could not have exceeded $2 each, althou^ 
they were hauled long distances. Two dollars per pole laid at the holes is what the 
telegraph builder figures in the Blair Hearings, volume 1 , i)age 146, and he says his 
estimate is high. The estimate talu's copper wire at 15 c^nts a pound, but it is 
(pioted at that in ordinary purchases by retailers from wholesalers— 28 cents retail 
selling price, 45 per cent off wholesale price to retail dealer in ordinary sized pur- 
chase of a few hundred jiounds. Larger buyers get a l3-cent rate, and a puBOnaee 
of 1 ,600,000 pounds ought to be made at 1 1 or 1 2 cents. A year ago even small pur- 
chases could be made at that rate. The iron is figured right, but the stringing is 
too high. Five dollars a mile of wire is ample. (See figures in Blair, I, p. 147, 
deducting the cost of setting poles. ) 

“ Passing from the c(nistruction account with the imprc'ssion that it is too high, 
we come to the cost of operation. Calculating at the minimum average of 800 
words per minute, or 1,600 for the two wires, Mr, Delany’s data place the cost 
per message of 70 words from New York to Cliicago at 4| cents, including intere.st 
on his construction account and every expense but postage, which ought not to be 
over 1 cent. If the sender does his own perforating, and the message is sent to 
the addressee in Morse characters, the cost of transmission would he a trifle over 
cents per messtige of 70 words, or 21 cents a hundred, not including postage. 
This is not probably below the truth, for the tendency of the witness was to make 
his estimates of operation high as well as his estimates of construction— a tendency 
plainly manifest in his giving the perforators a speed of about 15 words a minute, 
which is far within their practical capacity. 

“ In the Electrical Engineer for September 4, 1895, there is an estimate of cost 
by Delany which runs a little lower than tlni one he gave the Butler committee 
in May, 1896, viz, 2.6 cents per message of 50 words from New York to Chicago, 
including interest and omitting postage. This agrees substantially with Mr. 
Athearn’s data. The article last referred to says that between New York and 
Philadelphia c. single wire with 300 pounds of copper to the mile will carry 3,000 
words a minute, and the automatic will record them in dots and dashes as sharp 
as an engraving. To do this by hand would take 38 wiies worked quadruplex, or 
152 circuits at nearly 20 words a minute, which every telegrapher will admit is 
too high an average for quadruplex circuits. Over an iron wire 350 pounds to 
the mile, which gives 60 words a minute (piadruplexed, the automatic ill carry 
2,000 words a minute between New York and Philadelphia.” 
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Washington, D. C., April 17, 1901, 

TESTIMONY OF MB. F. C. BOBEBTS, 

Member International Tyjmjraphical Union Telegraph Committee. 

The commiBsion being in session, at 4.20 p. m. Mr. F. C. Roberts was intro- 
duced as a witness, and, beinjj first duly sworn, testified as follows: 

Q. (By Mr. Farquhar.) Give your name and address and occupation to the 
stenographer.— A. F. C. Roberts, 509 New Jersey avenue, Washington; occupa- 
tion, compositor. 

Q. How long have you been a member of the legislative committee of the Inter- 
national Typographical Union?— A. I think about 5 years. 

Q. Have you any remarks in printed or written fonii that you would like to 
present to the commission before any questions are asked?— A. I have a state- 
ment prepared I would like to submit. 

Q. The commission would like to hear it now. 

Mr. Roberts read as follows: I do not think it necessary to argue before or to 
urge upon the commission the right of the Government to own or to operate a 
system of telegrapliy in our own country. It seems to me that our own Post- 
Office DepartinenUs the best argument and the best evidence that the Govern- 
ment has the right to construct, to own, and to operate that means of communi- 
cation. Surely if the Government has the right to transmit your letters it can 
not be denied the right to handle your telegrams. 

In 1866 the Western Union Telegraph Company practically conceded the right 
of the Government to either construct a new system or to purchase its system of 
telegraphic communication in the United States, and merely asked that Congress 
should permit that company to operate for at least the tenn of 5 years, in order 
that the large capital invested in its plant might not be ruthlessly destroyed with- 
out an adequate return to those who had placed their earnings and savings therein. 
So much has been said and written on this subject by many of the ablest writers 
of this age that it seems a waste of time and labor to lay before this commission 
any additional evidence to sustain us in our arguments. But, as a member of the 
committee appointed by the International Typographical Union, there is one par- 
ticular feature about the present system of the Western Union Telegra^ih Com- 
pany that our committee would like to call your attention to, because it works 
an injury to the members of our organization. Does anyone believe that if the 
Government liad charge of the telegraph, as it has of the post-office, such a com- 
bine as the Associated Press would be in existence to-day? The Associated Press 
has the entire country in its grasp, and it is in a position to crush out, and has 
already crushed out, niaiiy a newspaper enterprise that dared to raise its voice 
against its iniquitous system. The effects of tlie news monopoly may be seen in 
any of our leading cities, and especially in the Southern cities. Take the cities of 
Savannafi and Atlanta, in the State of Georgia, if you please, and you will find 
that there is only 1 morning paper in each of those cities, simply because they 
have the Associated Press monopoly to themselves, thereby shutting out all other 
newspaper enterprises, causing large numbers of our members and the affiliated 
trades to be out of employment, when, if the Government had control of the 
wires and every publisher was free to get the news at the same rate of cost to 
all, there would be 2, if not 6, newspapers where there is only 1 to-day. We can 
not have too many newspapers, for they are public educators. Nearly all the 
great dailies of to-day are in the Associated Preiis combine, and it is impossible to 
get them to oppose it, and few politicians care to struggle with a concern which 
has the power to misrepresent tnem 7 days in the week from one end of the coun- 
try to the other, consequently it is permitted to do as it pleases. 

Nearly every Po8tma.ster-General since the war has, in his reports to Congress, 
advocated such a measure. 

Representative C. A. Sumner, of California, said, before the House Committee 
on the Post-Office and Post-Roads, on March 25, 1884: 

“I lay it down as a proposition that I want to have duly considered by this 
committee and the country that the Constitution of the United States, as inter- 
preted by a century of unchallenged legislation, does imperatively require that 
the Congress of the United States shall establish a postal system. I lay it down 
as a fundamental proposition that the postal telegraph is a part of the postal sys- 
tem of the Government, the postal system of the United States having been estab- 
lished for the purpose of transmitting intelligence between the in^iabitants of the 
land.” 

The Senate Committee on Post-Offices and Post-Roads of 1874, which numbered 
among its members such men as Hannibal Hamlin and Alexander Ramsey, said 
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in its report on the telegraph: “ The Constitution devolves upon Congres the 
duty of transmitting all correspondence, including that by telegraph as well as 
that by mail.” 

And Justice H. B. Brown, who is recognized as one of the ablest members of 
the United States Supreme Court, in a leading article in a recent number of the 
Forum, says: 

“ If the Government may be safely intrusted with the transmission of our let- 
ters and j)apers, I see no reason why it may not also be intrusted with the trans- 
mission of our telegrams and parcels, as is almost universally the case in Europe.” 

In America more than 50 years of effort and appeal have failed to win the 
postal telegraph. Notwithstanding Vice-President Clark, of the Western Union, 
in his testimony before this body , rererred to those who advocate governmental con- 
trol of the telegraph as “his socialistic friends,” such men as Henry Clay, Charles 
Sumner, Hannibal Hamlin, General Grant, Senators Edmunds, Platt of Con- 
necticut, Dawes, Z. Chandler, and N. P. Hill, Gen. B. F. Butler, John Davis, 
Postmasters-General Johnson, Randall, Maynard, Howe, Creswell, and Wana- 
maker, Professor Morse (the inventor of the telegraph), Cyrus W. Field (the 
founder of the Atlantic cable and a director in the Western Union Company), 
James Gordon Bennett, Professor Ely, Lyman Abbott, B. 0. Flower, Judge Clark, 

. HeniT D. Lloyd, Doctor Taylor, T, V. Powderly, Samuel Gompers, and a host 
of otner eminent men in every walk of life and of every political shade have cham- 
pioned the cause of the people. Legislatures, city councils, boards of trade, 
chambers of commerce, and labor organizations, representing many millions of 
citizens, have joined in the effort to secure a national telegraph. The New York 
Herald, Boston Globe, Philadelphia Times, Chicago Tribune, Albany Express, 
Washington Post, Evening Star, and Times, Omaha Bee, Denver Republican, San 
Francisco Post, and a multitude of other papers, representing every phase of 
political opinion, have earnestly advocated the measure. More than S3,000,(X)0 
men by vote and petition have asked for it. If Congress dofss not pass a law to 
commence the good work, it will woefully fail in its duty to respond to popular 
sentiment. The gi’eat mass of people want the telegraph to be the poor man’s 
mail as well as the rich. 

Right here I would like permission to read an article clipped from the Wash- 
ington Star, publislied in the book gotten up by Mr. Wanamaker of extracts from 
newspapers concerning tlie strike of 1893, to show you the position of the Wash- 
ington Star, which is not considered a yellow journal: 

“Talk of Government telegraphic service in connection with the Post-Office 
Department is again becoming quite common, based upon the prolonged opera- 
tors’ strike, and it is altogether likely that the proposition will gain considerable 
strength if the present interruption continues much longer. It is 7riore than prob- 
able, too, that if its business is to be liable in future to further demoralization 
from the same cause, the managers of the telegraph interests will themselves 
seek a way out of their troubles by transferring their lines to Government owner- 
ship and control. They would doubtless be glad to do so now if Government or 
any other customer would take their property at the fictitious value they put 
upon it. This, however, ought never to be penuitted, so far, at least, as Govern- 
ment is concerned; and it is not likely that private customers could be found who 
would be willing to pay so much for so little. Counting watered stock and all, 
the capital of the Western Union Company now stands at about $80,009,000. Of 
this sum, however, not more than $10,000,000, if so much, was actually paid in 
cash. The balance represents water, or issues of shares for which no equivalent 
in money or anything of value was ever rendered, and it is certain that a plant 
capable of performing as good service as the country now enjoys at the hands of 
the monopoly can be furnished for the sum last named. When, therefore, the 
time for negotiation between the company comes, if it ever does come, that amount 
ought to be adhered to as the maximum basis of purchase. If more than that 
sum is insisted upon, the Government should go ahead and build its own lines, 
leaving the present inflated concern to take care of itself.” 

The present private management of the telegraph is not only dangerous to a 
republican form of government, but it is clearly unconstitutional. 

The telegraph monopoly is used and operatea not for the public’s good, but to 
make money for the few large stockholders, while our Post-Office Department is 
run for the benefit of all, declaring no dividends and making no millionaires. 

Since 1866 committees of the Senate and House, having under discussion the 
various bills on postal telegraphy, have reported 16 of the bills favorably out of 
18. Of the two adverse reports, one was in 1869 and was based on the ground 
that the 5 years Plotted to the telegraph companies had not expired. The other 
was a short report, but the committee did not care to argiio or to give any sul)- 
stantial reasons why the Goveniment should not take control of the wires, while 
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the 16 reports favoring the measure are able and exhaustive arguments. Any 
fair-minded man after reaaing these reports will see the wisdom and necessity 
for the governmental control ofthe telogi*aph lines. And as to the constitutionality 
of the question, I beg leave to quote no less an authority than Henry Clay. As 
early as 1844 Clay was advocating Government ownership of the telegraph, and he 
wrote as follows: 

‘‘It is quite manifest it is destined to exert great influence on the business 
affairs of swiety . In the hands of private individuals they will be able to monop- 
olize intelligence and to perform the greatest operations in commerce and other 
departments of business. I think that such an engine should be exclusively under 
the oontTOl of the Government.” 

And right in this connection I will also (p>te Hon. Cave Johnson, the Demo- 
cratic Postmaster-General under James K. Polk, and that was a strict construc- 
tionist administration. This is what he said in reference to the telegraph 
question in 1846: 

“ It becomes a question of great importance how the Government will allow 
individuals to divide with the bu8ine.s.s of tran.smitting intelligence, an important 
duty committed to it by the Constitution. The use of an instrument so powerful 
for good or evil can not, with safety to the people, be left in the hands of private 
individuals.” 

The position taken by these two eminent men in public life was instrumental 
in causing Congress, when it passed the act of July 24, 1866, to protect itself by 
reserving the right to take charge of all telegraph lines thereafter built as a Gov- 
ernment function at any time after 5 years, upon payment of the actual value of 
the poles, wires, etc. 

And further. Judge Walter Clark, of North Carolina, one of the ablest lawyers 
and one of the most profound economic thinkers in the United ytates, .said: 

“ Many who admit the great advantages, nay. the Tiecessity of the telegraph 
being operated as a part of the postal system are deterred by the inqtxiry, ‘ Is it 
constitutional?’ In truth, it is unconstitutional for this essential branch of the 

E ostal ^stem to bo operated by a private monopoly or in any other manner than 
y the Government. When the Constitution placed the post-offices in the hands 
or the Government it conferred its- exclusive operation upon the Government, 
and with it all means of operating it to the best advantage. The bestowal of 
exclusive right and duty to operate the post-offices carried witli it beyond questi('n 
the exclusi'^e right and duty to use all the agencies that would make the post- 
office most highly efficient as such agencies, from time to time, should be improved 
or invented. On this principle the first telegranh line was built by a Congressional 
appropriation under an Administration which, l)y that period in its history, had 
bwome a strict-construction Administration (Tylers), ami tlu^ telegraph belonged 
to and was operated by the Government from 1844 to 1846, in Polk’s Adminis- 
tration.” 

The testimony of Postmaster-General Creswell, Postmaster-General Wana- 
maker, and of other Postmaster-Generals, in addition to the 1 0 reports of (Congress 
to which I have already referred, shows conclusively that we nave the poorest 
telegraph service in the world, not a country exceiited, and that we pay a higher 
price for the poor service than any other country pays for a better service. 

I could go on and quote for some time from most of the eminent men of the past 
and present bearing on the coirstitutionality of the question, but believe the 
quotations already given will be sufficient. [ will ther(^fore turn t<i the labor or 
trades union view of the question. * 

The International Typographical Union, numbering about 80,000 members, and 
considered by many the most conservative and influential labor organization in 
existence to-day, having among its members men in every walk of like, some of 
them having filled the most important positions in public life, from the Halls of 
Congress down to our State legi.slatures, has, after giving the subject careful 
thought and consideration, gone on record as favoring the governmental control 
of the telegraph, and at the forty-fifth annual convention, held in the city of 
Chicago in 1893, appointed a committee of five to look after all national legislation 
bearing on the subject of governmental control of the telegraph. 

The very nature of the class of work that engages members of the craft which 
I have the honor to represent in part here to-day compels them to keep abreast of 
the times, so to speak, and when anything comes up that is likely to affect the 
craft in general they are very apt to take cognizance of it. So we have come to 
believe that the private monopoly of the telegraph is the principal foe the Inter- 
national Typographical Union has to meet. Nearly every member of our craft 
can remember when, only a few years ago, cities that supported 2 and 3 daily 
newspapers have only 1 at the present, the change, we believe, ha\%ig been brought 
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about by the telegraph being in the hands of a private monopoly, which fostered 
and protected a monopoly in the furnishing of news to the vanous papers through- 
out the country. 

Newspapers can not live without a first-class telegraphic service, and no news- 
paper can secure that service to-day that is not a member of the Associated Press 
combine. No one would attempt to doubt the statement that there are fewer 
newspapers throughout the South to-day than formerly. Then, why is it? Our 
school facilities are almost perfect, more i)eople can read and write, and are tak- 
ing a more active part in the live issues of the day, and yet a few papers have a 
close monopoly of the field. Only a few years ago in one of the large Southern 
cities, a city claiming a population of 75,000 inhabitants, a morning paper died 
l3efore it was born, as it were, simply because those who had put their money into 
it would not (because they could not be made to see the justice of things give 
those who had a monopoly of the distribution of news in the State a tonus of 
about $115,000 to become a member of what they called the Press Association. 
That was a case that came under my personal observation, and it kept at least 40 
men of my (;ratt from securing work, to say nothing of others that would neces- 
sarily be employed in various capaciti(‘s in and around a new'spaper office. That 
is onl^ one of hundreds of similar cases that could be cited. Therefore our 
organization believes that if the Goverumimt had control of the telegraph every 
newspaper in the country would be treated alike and receive the news at the 
least possible cost. We believe that a paper in California should be able to cet 
from its special correspondiuit in W asliington the telegi*aphic dispatches from this 
point as cheaply as a paper in New Yoik. but as things now stand the telegraph 
monopoly has its powerful grip upon wliat should be given to all alike— the world 
at actual cost plus expense of operating the system. 

Then as union men we do not nor can we indorse the way the Western Union 
Telegraph Company treats its emidoyees. When asked how his company felt 
toward labor unions among its employees, the vice-president of the Western 
Union Telegraj)h Company, in his testimony before the commission only a few 
weeks ago, said: “The company has not changed its position since 188B.” I 
believe 1 have (pioted liim correctly. We all remember the great strike of that 
year, and ever since then, nay, before then, the West(‘rn Union Company has been 
persistent in fighting and crushing out labor unions among its employees. 

He also says that the company will treat with the men as individuals. Perhaps 
he does not consider the several thousand women employed by the company enti- 
tled to any consideration, for women, as a rule, are made to work for whatever 
their employer sees fit b) give them; but a company that will not treat with a 
committee legally appointed to represent the wishes of tlu* employees will not 
treat the individual fairly. To show nioie conclusively the Western Union's 
position on trade or labor organization, I (piote from President Green’s testimony 
before a Congressional investigation just after the great .strike of the telegraphers 
in 1883. He said: “After the great stiike of 1870 or 1871 the company took back 
some of the strikers on condition of their taking what was called the ‘ iron-clad 
oath —an oath to renounce their union and never again connect themselves with 
any similar organization.’' 

Evidence has been brought out during the various Congressional investigations 
that has proven conclusively that wliat President Green is quoted as saying is 
strictly true and correct, and that anything in the shape of getting up petitions 
for increase of pay or shorter hours has always resulted disastrously to the ring- 
leaders. They have eithm- been dismissed from the service or discriminated 
against in many ways. Often their names are placed in the blacklist (and right 
here let me say that it has been stated many times by those in a position to know 
that the Western Union Telegrajib Company was the first corporation or monop- 
oly that established the blacklist after the first great strike in 1871 and again in 
18831 , and managers all over the country are so notified. Men have been raiown 
to give up positions to try new fields, only to find that the telegraph had preceded 
them; consequently they found themselves barred. So a company that is known 
to practice such iniquitous policies and denies the right of petition, and denies 
with still greater empliasis the right to organize, should not be left in control of 
such a poweiful agency as the telegraph. 

After the great strike of 1883 the Western Union refused to take the men back 
unless they signed an agreement similar to the one I have quoted above, but I 
have learned upon good authority that men have through sneer necessity been 
compelled to sign such an agreement, and shortly afterwards renewed their alle- 
giance to their fellow- workers. You can not make a workingman see that it is 
all wrong for 2 or more telegraph operators to combine to secure fair pay and 
reasonable hoiys and yet perfectly right and proper for 2 or more telegraph 
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companies to combine to squeeze and fleece the public. A monopoly that upon 
its sworn testimony claims that one-fourth of the earnings of the company was 
clear profit is squeezing and fleecing the public. 

Let me quote the exact figures given by the vice-president of the Western Union 
Telegraph Company before the commission, so there will be no mistake. He said: 
“ Our earnings for the last fiscal year were $24,758,569.56. Our expenses, gross, 
were $18,598,205.87. This left a balance of $6,165,863.68, of which there was 
expended for dividends at the rate of 5 per cent, etc.” 

We claim that if the Government had control of the telegraph lines and kept 
up the present rate on messages, yet no one believes it would, the surplus of 
$6,000,000 could be used in shortening the hours of the employees, increasing the 
pay of all employees except the few higher officials, and in malring improvements 
and extending the lines to all parts of the country, for it is a well-known fact that 
the Western Union will not extend a line unless the management see where they 
are going to get a profit out of it. But as the wires are in the hands of a private 
monopoly the $6,000,000 of profit went into the pockets of a few men already mil- 
lionaires, for the vice-president of the Western Union also stated that the bulk of 
the Western Union stock was held by a comparatively few men. The vice-presi- 
dent of the Western Union also admitted that while wages have been increased 
during the past few years in all lines of industries, still the Western Union wages 
have remained about the same as they were ^‘ust after the strike of 1883, and we 
also know that the low wages paid at that time were the principal cause of the 
strike. He also stated that there had been no material reduction in the telegraph 
rates. 

The advocates of governmental control of the telegraph believe that if the Gov- 
ernment had control of the wires the public would be given a better and cheaper 
service, the employees fairer treatment and better pay. In short, it would and 
could bo conducted after the fashion of the Post-Office Department, where a pos- 
tal clerk receives on an average $84 a month, while the average pay of the tele- 
graph operator is scarcely $40. 

Then, again, the president of the Western Union Telegraph Company said: “ If 
the Gkiveniment takes control of the telogi'aph lines, the only way it could make 
a success out of them would be to have a rigdd civil-service law.” But he seems 
to be afraid of the Government building up an army of office employees. He 
does not stop, it seems, to consider the great mass of citizens employed in the 
Post-Office Department— some 130,000, 1 believe. That number does not in any 
way endanger the public welfare. Then why should anyone have any fear on 
account of adding to the list of Govennnent employees those connected with the 
telegi-aph companies? 

On the question of franks, the vice-president of the Western Union testified 
before the commission that he did not see any harm in extending them. “ It is 
only a courtesy on our part,” he said. But he failed to state that the courtesy 
ended when the party using it returned to private life. Why is it that the cour- 
tesy is extended only to public officials, and especially the lawmaking branch? 
When asked if some favors were not expected in return for such courtesies, or, in 
other words, if a quid pro quo was not expected, he replied: ‘’No; I do not know 
what the quid pro quo could be expected. I do not know what they could give 
us. When the company wants to make a fight before Congress we do not use 
franks, but arguments.” Now, I would like permission to quote from what the 
president of the Western Union Telegraph Company said on the question of 
franks some time ago, and you can draw your own conclusion. Ho said: 

“The franks issued to Government officials constitute nearly a third of the 
total complimentary business. The wires of the Western Union Company extend 
into 37 States and 9 Territories within the limits of the United States and into 4 
of the British Provinces. In all of them our property is more or less subject to 
the action of the national, State, and municipal authorities, and the judicial use 
of complimentary franks among them has been the means of saving to the com- 
pany many times the money value of the free service performed.” (Western 
Union r^ort of 1873. See also Wanamaker’s argument, p. 164; Postmaster- 
General CresweH's report, 1878, p. 49.) 

After the above honest and candid acknowledgment by the president of the 
company can anyone doubt the object the Western Union has in view when its 
officials issue franks to national and State government officials? Although the 
vice-president of the Western Union also stated before the commission that his 
company always tried to get hold of now inventions, he neglected to state that 
they have generally been successful, but that instead of using them for the benefit 
of the public they nave been locked up in the office of the company in New York. 
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Another fact brought out in the testimony of the vice-president of the Western 
Union Telegraph Company before this commission is the acknowledgment that 
the company contributes liberally to the support of a school in Cooper Union that 
grinds out every year a large number of boys and girls as telegraphers— a regular 
kindergarten, as it were — using the graduates of the school to fill their offices 
with cheap labor. No wonder that timid and underpaid men and women are 
afraid to exercise their free American citizenship, whicm guarantees everyone the 
right to organize and petition, when the company is supporting a school that 
grinds out hundreds of telegraphers every year to take their places on the least 
provocation. 

Look at the contrast. The telegraph companies have thousands of boys 
employed in carrying their messages, their ages rantnng from 13 to 16 years, 
who work lon^ hours and receive from $3 to $4 per week— boys that ought to be 
in school— while the fine-looking men employed by Uncle Sam as letter carriers 
work eight hours a day and receive from $60 to $100 a month. 

Then, again, the officials of the Western Union Telegraph Company who have 
appeared before the various Congressional committees have invariably misrepre- 
sented the facts, taking advantage of every point to cloud and sometimes mis- 
represent facts. When they are confronted with the undeniable truth that 
their rates are nearly half as high again as the rates of foreign countries, they 
invariably meet you with this answer: “Our distances are farther, and the rates 
are a matter of distance,” etc., and to sustain this position they have presented to 
committees of Congress tables of distances that have upon careful investigation 
proven to be false in every particular. 

Prof. Frank Parsons, in Senate Doc. 205, Fifty-fourth Congress, first session, 
said, in speaking of the false statements made by the officials of the Western 
Union Telegraph Company: 

“Unfortunately for the Western Union, the Washburn committee consulted 
geographies and telegraph maps and found that the length of telegraph routes 
between the cities of Europe was strangely minified in the Western Union state- 
ment. while the distances between American cities were mysteriously larger than 
those set down in maps and geographies. Here are some examples: 
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“Not one single distance is correctly stated. It is necessary in nearly every 
case to add at least one-third and often more than one-half of the stated distance 
to obtain the real distance. The sum of the stated distances was 15,734 miles, and 
the sum of the real distances was 22,578 miles, or almost one-half more than the 
Western Union’s statement. To show the falsity of statements about American 
routes it was not even necessary to disturb the dust on tlie geography— the state- 
ment was its own refutation; for example, the distance from Memphis to New 
York was placed at 2,000 miles, while in other tables of the same Western Union 
testimony the distance was said to be 1,000 miles.” 

Not long ago the president of the Western Union Telegraph Company made this 
statement: “Not 1 man out of a hundred who uses the telegraph is in favor of 
governmental control of the wires.” As I have called the attention of the com- 
mission in the beginning of my remarks to the fact that boards of trade, cham- 
bers of commerce, city councils, legislatures, etc., have petitioned Congress time 
and time again favoring Governmental control of the telegraph, I beg leave to 
quote the report of the executive committee of the National Board of Trade, 
November 16, 1883, and if the board has changed its position since then the pub- 
lic has not been made aware of the change: 

“ In 1858 the Western Union had a capital of $385,700. Eight years later the 
stock had ei^anded to $32,000,000. of which $3,333,000 was issued in purchase of 
competing lines, while nearly $18,000,000 were issued as stock dividends. This 
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was the first attempt to spread out an increased paper capital, which should here- 
after afford a plausible pretext for imposing on the pubhc an oppressive tariff of 
charges. The next step was the purchase of the United States Tele^aph Com- 
pany, for which purpose $7,216,300 of stock was issued, an amount alleged to be 
5 times the true value of the property. Next came the absorption of the Ameri- 
can Telegraph Company. The stock of that company was almost as much inflated 
as that of the Western Union, and amounted, water and all, to $3,833,100; yet 
$11,833,100 of Western Union stock was issued to get possession of that line. 

“Thus another illustration is furnished that in such enterprises competition 
always ends in combination, and the public is ultimately obliged to pay for the 
construction of duplicate lines which are not needed and are only constructed for 
the purpose of forcing a divide of the enonnous sums charged the public for a 
public service which is a natural adjunct of the postal service.'’ 

These are not the words of such persons as Vu^e-President Clark, of the Western 
Union Telegraph, was pleased to call “ socialists,” etc., but of business men who 
are thoroughly familiar with the methods of corporations from inside knowledge. 
The report goes on: 

“ Later the American Union, whose actual value was about $3,000,000 (fran- 
chise and all), was absorbed, together with the Atlantic and Pacific Company 
(also worth about $3,000,000. franchise and all) , and in the consolidation the 
American Union was put at $15,000,000 and the Atlantic and Pacific at $8,400,000, 
while in order to absorb in dividends the enormous earnings which they were 
levying on the public, a further increase of $15,000,000 was made under the pre- 
tense of issuing stock to represent surplus earnings previously invested in the 
plant. 

“Of course such evidence of what the public would stand in the way of tele- 
graph charges was immediately followed by a new strike, in the form of a com- 
peting company, the Mutual Union. This company was started on a basis of 
$600,000 capital, which almost immediately increased to $10,000,000, without con- 
sideration, and, as appears from proceedings in court by a stockholder, the direct- 
ors made a contract with a credit-mobilier construction firm in which they were 
interested, by which $4,000,000 in bonds and about $10,000,000 in stock were 
guaranteed for constructing lines and plant valued at $3,000,000. and naturally, 
things being developed thus far, negotiations were opened with the controlling 
spirits in the Western Union for another consolidation and stock watering. 

“ Subsequently the consolidation was arranged and there was a further increase 
of stock amounting to $15,000,000 on account of a plant the original cost of which 
did not exceed $3,500,000 according to the sworn testimony of the officers of the 
Mutual Union.” 

“ I have tried to present to you in as i)lain a manner as possible why the organ- 
ization which 1 have the honor in part to represent desires the governmental con- 
trol of the telegraph lines, and I hope and trust I have made myself understood, 
and I will close by saying that I believe it is as true to-day as it was in 1873, when 
Postmaster-General Cieswell said there were but 2 parties to the (luestion, “On 
one side are the people, and on the other is the Western Union Telegraph 
Monopoly.’ ” 

Take the rural free delivery, for example. Only a few years ago, when the 
establishment of the rural free delivery was suggested, it appeared so prepos- 
terous that it excited only passing comment, if not derision. It was denounced 
by some as impracticable: it would put the Government to a great deal of expense; 
it was sneered at, as all reforms are more or less, as a political fad, a Utopian 
dream, as it were, to bring the letter to the farmer instead of compelling him to 
go, in some cases, several 'miles for it. But not one would suggest, now that they 
have it, that the Government should take the rural free delivery away from the 
public. Only a few years bjick there were only about 40 routes; to-day there are 
about 4,600, and nearly 200 clerks are required to keep up with the work m this 
comparatively new branch of the ijostal service. 

Think of it. It has been over 50 years since telegi’aphy was first discovered; in 
other words, since lightning was harnessed to language and literature, and still 
the American people can not avail themselves of the full benefits of it at popular 
postal-telegraph rates, but have to depend upon a private monopoly that has 
never shown the least consideration for the public, a fact demonstrated beyond 
any question of a doubt when the company made the public pay the war-revenue 
tax. No one ever believed for a moment that Congress intended when the law 
was passed that the burden should fall upon an already over-taxed public, but the 
WesteiTi Union officials saw, as they claim, a technicality in the law and took 
advantage of it, and the public had to stand it. 
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I close this statement by quoting the langu^e of Senator Edmunds, who 
appeared before the Senate Committee on Post-Offices and Post-Roads a few years 
ago: “ The Government was constituted to promote fhe general welfare, to dis- 
seminate intelligence, to defend the country, etc., and the telegraph is essential 
as a military establishment, essential to education as to social welfare.” 

That closes my paper. 

Q. (By Mr. Far(^uhar.) You mention a case there of a Southern paper which 
could not obtain a franchise in the Associated Press and had to go out of exist- 
ence. What city was it in?— A. Savannah, Ga. 

Q. Do you know of any other cases of like nature? — A. Not from my own per- 
sonal knowledge. I have heard of others. Chairman Randall has spoken of one 
case in the city of Wasliington when the printers started the Washington Times, 
when I was on the committee to see the gentleman that had the franchise. I do 
not r('call his name; he died a few years ago. He had the franchise and refused 
t<^ sell it; would not allow the printers to use it and would not part with it. 

We see to-day on the Washington Post building in large, black letters, “The 
only morning daily ])aper in town that receives the Associated Press report.” 
There is a case where a gentleman had the franchise hxiked up and refused to 
part with it. 

I will go back totbe ca.se in Savannali and howl came to have personal knowl- 
edge of it. A large German brewer in towm came to me and asked the number 
of men it would nspiire to g«*t out a paper, and t told him the number it would 
remiire, etc. He knew nothing about the business, being m the beer business, 
and the proprietor of the only daily paper in town being a prohibitionist and the 
U'ewers opposed to him. I told him he would have no trouble in getting all the 
printer.s he wanted. He told me I could have a situation, but I said I was ])retty 
well satisfie<l where I was, but ho would have no trouble getting men. He said, 
“ I want to see you later about this proposition, ' I .saw him several weeks later 
and Hai(l to him. " When is this new paper going to be started?” 

He said, “ W(' have given it u])." 

I said, “ Why, George, what is the nicatter?” 

“Well," he replied, “ we had a meedingof the board, elected our directors, etc. , 
and found out we would have to give $35,001) to get into the Associated Press 
combine; and when I explained that to my German friends, they threw up their 
hands in holy horror and said, ‘ We do not pay $35,000 for nothing; and, besides, 
we would have to ])ay for the tOlegraphing every day or at the end of the week.’ 
They could not see the justice of ])ajung out $35,000, which was about the amount 
of the capital stock sub.scribed." 

That is the only case that has come under iny personal observation. I have 
heard of others, like the one here in Wa.shington, The Kentucky legislature 
passed a bill over the governor's veto taking the franchise away from the news- 
papers that do not furnish all alike. I thinlc Senator G<jebel was the member of 
the senate who introduced the bill, and I think Governor Taylor vetoed it, but it 
was passed over his veto. No; Governor Bradley was the man that vetoed it. 
They saw the discrimination there. Newspapers wanted to get into the field, but 
could not get the news at rea.sonable rates. 

Q. Mr. Randall spoke in his testimony about 300,000 petitioners. Do you know, 
as a member of that committee, where those .signatures came from? Were they 
from workingmen, from business men, (>r from what class?— A. They came from 
men in every walk of life. As I have stated in my statement there, they were not 
only workingmen, but business men and boards of trade. We could not get the 
members of Congress interested in it. The war with Spain seems to have taken 
precedence over everything in the way of local economic affairs. We could not 
get members of Congress interest'd in it as long as we were tangled up in a for- 
eign war. 

Q. Have you been (jHite close in your attendance on the meetings of the Post- 
)mce committee?— A. Yes; I do not think I have missed a meeting. 

How far have you progi-essed in getting this matter out of committee? Have 
you been able to do that yet by bill or report?— A. No; it seemed we could never 
get it out of committee. They were always pigeonholing it. When the time 
came^ report they would do one thing or another to block it. 

O. fx) with your petitions and the.se resolutions passed by these commercial and 
otiier bodies you have not been able so far to get it reported out of Committee on 
rost-Koads m the Senate or House? — A. No; and it is strange, because at all these 
people there to rejiresent Government ownership, while only 
ine Western Union oflficials favor private ownership, It seems to be the people 
against the Western Union. 

16a 18 
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Mr. Rajjdali.. Yon miglit nay that the nearent we came to getting a refwrt from 
anybody was the circular that President Eckert of the Westeni Union issued in 
connection with this matter, trying to show members of Congress that we were 
putting them in a false light. As I stated a moment ago, it went to show that we 
must have moved them some, or he would not have issued that circular. 

The Witness. Postmaster-General Wanamaker in his report frankly admitted 
that it was 1,he people on one side and the Western Union Company on the other. 

Q. (By Mr. Fakquhar.) What sympathy do you re(;eive from the publish- 
ers generally— those that have Associated Press dispatches?— A. None whatever. 
I could go back and (piote wdiat I said in the Washington Times some years ago 
as to the Washington Post’s i)osition on the strike or 18913. I wrote it up when 
ex-Congressman Conn was proprietor. When I read that it had passed under its 
present management (he did not have the paper at the time), I saw then I had 
made a mistake. I think Mr. Hutchins had it at the time; and the Post looks on 
it as a kind of socialistic idea, I think. 

Q. Do you find any cooperation from newspapers generally in tlu^ country who 
are not in any press association — active cooperation in this plan of yours?— A. 
Well, yes; I did when we iiad the matter up before Congress several years ago, 
but not recently. Bi'ing the only member of the committee from the South, I 
made it my business to furnish some of the Southern papers with literature, and 
it was published by several afternoon papers; but I noticed the morning papers 
would not touch it at all. 

Q. What bodies of organized labor have taken this matter up independent of 
the International Typographic^nl Union? — A. I will answer that by saying the 
American Federation of Labor, and that repre.sents all. I think at a recent con- 
vention tliey made it second in spt*cial legislation. The 8-hour law was to (mine 
first and after that the telegraph (piestion; and President Gompers said recently 
that wh(*n they had the 8-hour law safe they would push on the telegraph with 
brotlu'rhonds of tin' trades-union in the (*,ountry, representing in the neighbor- 
hood of 1 ,001) ,000 people. 

Q. Did any of the other organiz('d bodies or trades union tak(* aedion, through 
convention or otherwise, in h(‘lping you along with it?— A. I can ird recollect 
that they did. We sent out, 1 presunn*. sev(‘ral tUoimnd i)etitions asking labor 
unions to indorse the movement as local l)odies. and upon indorsing the ])ropo- 
sition to please notify their representatives in Congress, and f know members of 
the House were Hooded with this petition. 

Mr. R.vndvle. I might say in that conneedion that wlnoi wo organized our 
commitb'e in Washington, in 1894 or the latter part of 189.3, we started to oj’gan- 
ize the country. W(' had to do'it by correspondence, and we proceeded to organ- 
ize our own (U-aft throughout the jurisdiction of the Internal ional Typographical 
I'nion, and got them to establish committees of 8, who were to report to lln^ 
ct'utral committee at Washington. As soon as our committee got their repm t 
we had literature that we sent to them and put them m working order and 
immediately asked them to go to the sister organizations of the allied c afts and 
others and do likewise. Inside of 10 or 11 months we had every ( rganiyaiitm in 
the United States in commnnic.ation with us. We have on file at our homes at 
the present time, also, letters from cliambers of commerce, boaros < f trade, and 
business men genet ally calling for cheaper toll. As I stated in my testimony, we 
had a selfisli interest in it, and the Farmers’ Alliance and Industrial Union and 
everybody not connected with the Associated Press would like to see us secure all 
that, while the Western Union and large monopolies generally, as they look at it, 
felt that if th(^ Western Union has to go down the line of Government ownership 
other monopolies would surely follow. Although as a committee we are net 
refomiersto the extent of seeking Government ownershi]) further than the opera- 
tion of the telegraph. We did organize the country as it has never been organized 
before in that line, and we had a good organization. And here in Washington wo 
adopted the means of using an auxiliary committee of members of our craft here 
from the different States of the Union to disseminate inlonnation. The members 
would communicate with people of influence, friends, and others, and also their 
representatives in Congress. And 1 do not believe that there has ever been 
inaugurated a movement as thorough as this movement. 

The Witness. I mentioned the National Board of Trade, and you asked me 
whether there were any others besides labor organizations. Allow me to insert 
a list of the organizations in the National Board of Trade, which goes to show 
the number of trade organizations who indorsed this measure. 

Q. Is there any other statement you desire to make?— A. No; if there are other 
questions T would be very glad to answer them, but I have no further remarks. 

(Testimony closed.) 
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Washington, D. (\, April 7;, Jin)l. 

TESTIMONY OF MR. ALTON D. ADAMS, 

Kleetriml Kiigi neer. 

The coiiiinisaioH met at 10..'),') a. m., Vice-Chairman Phillips presiding. At that 
time Mr. Alton D. Adams, of Boston, Mass., an electrical engineer, was intro- 
duced as a witness, and, being duly sworn, testified as follows; 

Q. (By Mr. FAiuiUHAit.) Give your name and address and prob'ssion to the 
stenographer.— A. Alton D. Adams; post-office addre.ss, box 1877, Boston. My 
business is tliat of the investigation of engineering and economic mattcu’s— inde- 
pendent investigation. 

Q. llow long have you been on this investigation, Mr. Adams?~A. You mean 
the matter of investigation broadly or this particular investigation? 

Q. This jiarticularly, and all others; how long has it been a study?— A. 1 have 
been devoting my (‘iitire time to it about 2 years. 

Q. Are you a graduate of any scientific school of th(‘ United States?- -A. I am 
a graduate of the scientific sidiool of Harvard Univer.Mty. 

Q. Have you taken up this investigation through the State or mnmcipal authori- 
ties of Massachusetts, or of your own volition?— A. t have taken it up entirely of 
my own volition. 

■Q. Have you had perfect access to the public d<jcnments in the Slate 111 every 
instance?— A. So far as I know. I have. I liave also had tlu' benefit of some sug- 
gestions by letter from the Gas and Eleidric Light (^nnmission of Massachusetts. 

Q. Have you had any correspondence with the other municipalities in the 
United States?— A. I hav(' not. 

C^. Hao (' you any pre]»ai('d paper to i»r<‘.sent to th(‘ commission?— A. Nothing 
moil' than some sheets of figures that I hav(‘ here; I have 110 written Uatemeiit. 

Q. We would bo plea.sed to have them and hav(* your own analysis of the fig- 
ures, so as to present theipiestion as far as that investigation has gone,— A, 1 
would say at the start a word about the object of this investigation. In looking 
up the matter of muniinpal owner.ship and tiying to look it up for several years 
back, I have been impiessed with the seeming fact that there uie no verified fig- 
uri's, or, if any, veiy few, to hi' had on the subject. Varioes statemi'iits are 
published in difTerent places as to what certain towns and cities that oiierate 
municipal plants have done, but these statements aie not sworn to. They are, 
some of them, on in.spection exidi'iitly one sided, and. so far as 1 know, most of 
such stalenn'iits carry very little weight vvith engiiu'ers and tliose that know 
something ahoui tlu! actual operation of eleid lie- lighting ])lants. So it has 
.seemed to im' that in Ma.s.sachiisetts, where, .as we all know, there is a c-ominissiou 
who gather ip) these data and comjule them accurately ami where th(' law obliges 
not only mmncipal plants but all companies operating electiic- light and power 
plants to niak(' a sworn statement of their investments and of tlu'ir op('ration.s— 
their e.xpenses and income.s— it has seemed tome that in Mas.sachusetts there was 
an opportunity to determine .something of what might he done in municipal 
ownership compared with ownership and operation by ])iivate c.orporations, 
something that would bo dofimte; and that has been the obji'ct of this investiga- 
tion— namely, to compare the returns on the iiivi'slmeiit in Massachusetts in 
electric-lighting plants operated and owuied by private com])anies with the re- 
turns on the investment of tho.se muniiupalities that liave gone into the electric- 
lighting work. 

In the year 1891 Massachu.setts passi'd a law allowing towns and cities to buy 
existing electric-lighting plants or to build new plants of their own under certain 
conditions, and since that time 17 such plants have been constructed— 17 plants 
for the supply of electric light and power by municipalities. One of these plants 
was started in the last year, 1900, but that plant is not included in my reiiort of 
this inve.stigation, becau.se it has taken some time to make this investigation and 
the data were not available for it. Of the 17 other municipal plants, 8 operate gas 
plants, and it has not been possible to satisfactorily separate the returns of those 
gas plants and the operation of the gas plants from the elecdric plants; and so, as 
the object was to arrive at some definite result as to electric plants pure and sim- 
ple, the returns and results of these 8 cities and towms that have gas plants have 
been left entirely out of consideration, and this .statement of my investigation is 
based on the 14 cities and towns that operate electric, plants only. I would say 
as to the cities and towns operating gas plants, of which there are :3, that 3 of 
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these gas plants have been in operation but a short time (1 was purchased in 
1899 ), so that, there being only 8, and 2 of them quite recent, results would not be 
very conclusive in any event. . -v 

Q. (By Mr. Litchman.) Let me interrupt just^a moment. You propose giving 
the names of these places? — A. Yes; that is my intention. That, I think, might 
well be the next point. The names of the places in Massachusetts operating muni- 
cipal plants, taken in alphabetical order, are 

Mr. Phillips (interrupting). State the number of inhabitants in those as you 
go on.— A. The places are: 


Towns. 


Popula- 

tion. 


I'owns. 


Popula- 

tion. 


Belmont 

Braintree . 

Chicopee 

Danvers 

HinKham .... 

Hudson 

Hull 


2,S4:{ 

1G,420 

S.lHl 

4,819 

6,:i08 

1,044 


Marblehead 

Needham 

North Attleboro 

Peabody 

Reading 

Taunton 

Wellesley 


7,671 
3,511 
fi,576 
10,507 
4,717 
27, 115 
4,229 


If agreeable, I think it might be well to state also the year in which those jilants 
were started, if the information would bo desirable. 

Beginning with Belmont, the dates are as follows: 


Belmont 1898 

Braintree 1892 

Chicopee - 1896 

Danvers 1889 

Hingham 1895 

Hudson 1887 

Hull - 1894 


Marblehead 

1895 

Needham - - 

. 1893 

North Attleboro . . - - - . 

1894 

Peabody - - 

1892 

Reading - - 

1895 

Taunton 

1897 

Wellesley 

1892 


Q. (By Mr. Litchman.) You have stated that the law was passed in 1891, and 
you referred to Danvers as starting its plant in 1889; yon had better straighten 
up that discrepancy.— A. The legiU basis for the plant at Danvers before the law 
or 1891 was passed, was the common law right to light streets. 

Q. (By Mr. Phillips.) Does not the law prescribe that existing plants shall be 
purchased?— A. Yes. 

Q. (By Mr. Litchman. ) Does not the law now provide that if a plant exists in 
a city or town, the municiiial plant may not be established except by purchase of 
the existing plant?— A. My understanding of the law is that the town must 
purchase. 

Q. And if they can not agree it is referred to commis.sioners to decide?— A. 
That is my understanding. The total amount of investment in municipal electric 
plants in thOvSe 14 towns and cities is $891,591. The largest of them is but 27,000 
population and the figures range from that number down to 1,000. 

Q. (By Mr. Litchman.) That is the total for all the towns?— A. That is the 
total investment in all these 14 municipal electric plants. Now, in order to com- 
pare the results attained in these municipal iilants with results attained in plants 
operated by private corporations, it seemed necessary to reduce all the earnings 
or the municipal plants to a money basis. That is not done in the report of the 
commission, and I should state here perhaps that most of these municipal plants 
do two sorts of business. 

In the first place they do all the public lighting in the towns and cities where 
they exist; and, in the second place, most of them sell energy to private con- 
sumers who may want it. Of course, the returns for energy sold to private con- 
sumers come in as a money return, but the public lighting does not come in as 
money; it does not stand as money in the first instance. The next step, therefore, 
in the investigation was to reduce this public lighting in these several towns and 
cities to a money basis and get the value of it. Unfortunately the prices paid for 
electric lighting, not only in Massachusetts but all over the country, vary through 
very wide limits, and after some consideration of this subject it seemed to be 
impossible to assume any particular figure as the value for electric lighting that 
would be admitted all around to be a fair figure; that is, the value of an arc lamp 
or the value of an incandescent lamp, because there are such wide variations in 
the prices paid by cities that buy their light. It did seem to be fair, however, to 
take a number of Massachusetts towns and cities, all as nearlv as possible of the 
same population as those having municipal plants, and find the average price in 
all of those towns and cities— that is, of the number taken— paid for such service. 
This was accordingly done. 
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Seventeen towns and cities were taken, and the prices paid for arc lamps and 
for incandescent lamps in each were found. This price has been reduced to a 
price per hour. The price for public lighting is usually given by the year or by 
the month, by the lamp or by the lamp month; but it was found in going over 
the matter that tlio number of hours of operation and the allowance for moon- 
light nights and some other factors in the different towns and cities that buy 
their light are very variable, so that rates about the same per year turned out to 
be (juite different when reduced to the actual hours of lighting. It was therefore 
decided in getting this average rate to base the rate on tne actual liours of serv- 
ice. I liave a table here of the prices paid for electric and incandescent ligliting 
per lamp hour in 1 7 towns and cities corresponding as.nearly as possible in popu- 
lation to the 17 towns and cities where municipal plants exist in Massachusetts. 
I hardly know liow much of these data the commission would like to hear. I have 
a table here gi^^ng the names and populations of the several towns and cities that 
were selected in order to arrive at this average price— the average value per arc 
lamp and incandescent lamp. 

Mr. Kennedy. Give the information just as you have it. 

The Witness. Perhaps it might be well toexplain, with referenc») to the candle- 
powers of lamps mentioned in the table, that the candlepowers of arc lamps are 
entir('ly nominal; they mean substantially nothing— that is, there is no definite 
relation between the nominal and the actual illuminating power of electric lamiis. 
But the lamps are spoken of in that way, and so I will use the term. The table 
is as follows [reading]: 

/Vhr.s per hour paid for street lamps. 


Pittsfield 

Murllioro 

Amcsbiiry 

liConmi.stet 

(lanhier 

Abiiif;ton 

Miltonl 

Athol 

(Ireenlield 

Aiid()\('r 

Fniniiiighiiiii 

Whiliniin 

Orangi* 

Wc.stboro 

Union 

Winehendrni . .. . 

Amher.'it 

\ vcmge cost per hour 


Popiibitidii 

l’riecs,l,*200 
candle- 
power arc 
lumps. 

Prices, 16 to 
25 candle- 
power in- 
candescent 
lamps. 


Cnits. 

Cattn. 

•23,671 

3.6 

1.02 

14,977 

3.8 

.74 

9, 98t> 

1.7 

1.80 

9,211 

3.2 

.71 

9.18*2 

1.8 

.96 

9, 130 

4.3 

.99 

8,91)9 

4 6 

1.04 

7,;}(V1 

5 .5 

1.10 

! C,‘2‘29 

4.4 1 

' 1.40 

1 6, 143 

5,1 

1.07 

3, 770 

4 C 

1.10 

' 5,744 

5.9 

.92 

5,:l()l 

4.6 

1 40 

5,2*25 

4 5 

1.-50 

5,180 

5.8 

2. 10 

' 4,490 

5.4 1 

1.09 

1 4,785 

5 9 

1.60 



1.2 


From this table the average cost per lamp used for arc lamps is for these places 
4.7 cents, and for incandescent lamps 1.2 cents per lamp hour. 

I have here now the items showing the value of arc and incandescent lighting 
furnished for public service each of the 14 municipal plants here considered, on 
the basis of these average prices in private plants. I think to read these figures 
for the separate plants will perhaps bo uninteresting, and so I will simply read 
the total of the figures, if permitted, and the table will be left so that the entire 
amoiu.'ts can be published. (See Exhibit B.) The value to these 14 munici- 
palities has been found,, of course, in each case for the arc lighting and for 
the incandescent lighting which the municipal plant has furnished to the town, 
and the value of the.so 2 kinds of lighting in each case is added together and the 
total is the value for the municipality. The aggregate for the 14 municipal towns 
is $178,429.40. Now, the same 14 plants in the 14 towns and cities previously 
named have derived an income dunng the year ending June 80, 1899, of $83,948.38 
from the sale of electric light and power. I should say here that the value of the 
arc and incandescent lighting supplied bv these municipal plants to their several 
towns and cities, as here computed, is for the year ending June 80, 1899. (^e 
Exhibit “C.”) 

Q. (By Mr. Phillips.) That includes the total receipts from the city as well as 
from the private individuals?— A. Yes. 

Q. Eighty-three thousand dollars? — A. N(»’ thuf i*i fLo omrtTi«+ v : — 
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individuals to the town for lighting and power. The value of the public lighting 
that the towns have had from their plants is $173,439.40. Of course no money 
payment was made for that lighting. 

Q. What is the sum added together?— A. The total earnings of these 14 munici- 
pal plants on tlie basis hero stated is $357,377.78. 

Q. Have you in that connection the cost of producing that? 

A. The total o])erjiting expenses of these municipal plants for the year ending 
June 30, 1899, was $148,493.(53, winch, subtracted from the total earnings, leaves 
the net eariiiiigs $108,884.15. 

Q. (By Ml*. PniLLire.) And the total cost is something over $800,000?— A. The 
total investinent, as ])revioiisly panted out, in all these plants is $891,591. So 
tliat the ratio of net earnings to the total sums of money that have been put into 
these plants is 18.3 per cent for the year ending June 30, 1899. 

That (‘completes the first step in tlie impiiry. It reduces the earnings of the 
municipal plants to a definite pm* c«'nt on the investment after all the costs of 
operation have be(‘n deducted. 

Now I stated at th<i start tliat the object of this investigation was to show how 
the results in these municipal plants would compare with tlie results in private 

S lants in Massachusetts. So we now pass to the ]irivate plants to see what they 
id during the year ending^une 30, 1899. 

I wouhl agiiin call attention to the fact that the largest of these municipal 
plants is in the city of Taunton, where the population is only 37.115. That is 
according to the census of 1895 in Massaidiusetts. Tlu^ population at present 
would be slightly larger. Tln^se placi's liaving municipal plants run down in 
population from 37.115 at Taunton to only 1,044 at Hull. So that they are in the 
main in small idaces. 

Now, it IS a wi'll-known fact in the supply of electric light and power, small 
towns and cities do not afford so ])rofitable a field for that sort of work as do the 
larger places, so it would b(< obvicmsly unfair, 1 think, to make a compari.son or 
to draw c-oncliisions from the comparison betAveen the results obtained in these 
municijial plants and the results obtained in Massachusetts as a whole in the 
plants owiKid by private (corporations, because MassachusidJs of cemrse has a 
number of lar^e cities— one very large city-- Boston, and a number of other largo 
cities like Springfield, Worcester, Low<‘ll, Cambridge, etc., running up between 
50,000 and 10(),000, that afford a large field for the supply of light ami jiower, a 
much better fitcld thuT’ the small places. 

But at the start a comparison liaslx'cn made with tine total results from private 
corporations operating electric \)hints only in Massachusetts. This comparison 
does not include corporations that operate lioth electric and gas plants combined, 
because of the difficulty previously iiointed out in connection with the municipal 
plants, naiiK'ly, that the figuri'S available are not sufficiently segregated as to the 
results attained in each cast*, in the gas and in the (dectric dep.inments; so that 
in quite a number of cas(*s in Massachusetts wh(u*(^tho gas plants and the electric 
plants are operated by the same corporation, the results of the operation are not 
included in this statement. 1 would say, however, that none of those cases 
include the largest cities. In none of the largest cities, namely, those I have 
mentioned— Boston, Springfield, Worcester, Cambridge, etc.— in none of these 
cases is the electrii; lighting and the gas plant controlled and operated by the 
same corporation. In some of the smaller places such is the cas(\ but these places 
are left entirely out of the compari.son, and there are only a few of them. 

Now, taking the private corporations that opeiate electric light and power 
plants in Massachusetts as a whole, Boston includt'd with the other large cities, 
the investment in these plants has been compubxl on a basis of the capital stock, 
bonds, and the notes payable. These items ar(>: tlapital stock, $10,936,030.40; 
bonds, $3,771 .300; notes payable, $1 ,933,315.46; a total investment of $16,630,445.86. 

A word of explanation might bomade\vith reference these three items as repre- 
senting the actual investment in the plants. Of course, as we all know, capital 
stock and bonds of corporations in Massachusetts, or corporations operating public 
plants, can only bo issued for money or its equivalent actually paid in. So that 
these stocks and bonds represent actual money paid into the plant to their face 
amount. Under the Massachusetts law they must do that. 

Now, as to these notes payable. I believe from what I have noted from various 
sources that they represent substantially additional investments in the electric 
plants beyond tlie amount of the capital stock and the bonds. I wrote the com- 
mission in regard to that point and they wrote me that the notes payable of these 
several corporations in most cases did represent investment, but that in some 
cases they would represent losses. Well, to my mind it looks to me as thoura 
the money has gone into the plants and as the item in all is only $1,938,216.46, 
and if most of that represents investment, according to the commission, and 
another small but undetennined jiart represents losses, which seem to me to be 
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also investment, I concluded to let the items stand as I have given it— as invest- 
ment in the plant. It looked to me as if that much money had been into the jdant. 

Mr. Phillii>s. Or a debt of the plant, which was the same thing. 

The W ITNESS. To revert for a moment. Remember I am trying to compare the 
private and the municipal plants all the time. In the case of the municipal plants the 
investment included everything— every dollar put into the municipal plant, and 1 
want to get <vs near to that as possible for these electric plants owned by corporations. 
In the latter case the inve.stment of 445.86 earned during the year ending 

June 30, 1899, above expenses, $1,690,365.96. This represents a ratio of net earn- 
ings to investment of 10.2 per cent, in contrast with the 12.3 i)er cent made in the 
case of the municipal plant. It should be borne in mind in this connection that 
this comparison takes in all the large cities of Massachusetts except 2 or 3 
good-sized townis, where the electric and gas plants are owned by a single corpo- 
ration, and conse(piently takes in fields that are much better and that are sup- 
posed to be much more profitable for the sale of electric light and power than the 
small cities where the municipal jdants exist. So that tlie figure of 10,2 per cent, 
whatever unfavorable bearing it may have on the results of the municipal plants, 
if it has any unfavorable bearing — for it is less by .some 2 pei cent than the figure 
reached in the municipal oi)erating— it should not be given mucli weight. 

The next basis of comparison was to take all the electric plants operated by 
private corjiorations in cities and towns of Massachusetts, each having less tlian 
30,000 population. It seems that in this way we could come to a fair basis of 
comparison. Tlie large.st place operating a municipal plant has 27,000 poimla- 
tion, and tl.u' cities and towns run from that down to 1 .000; but thei e are 43 cities 
and towns in the State of Massachusetts having populations of not over 30,000, in 
each of which the electric-lighting business is conducted by a i)rivato corporation. 
The capital stock in all of the.se 43 cities and towns tiiat we an* now considering 
amounts to a total of $1,823,900, the bonds amount to a total of $1,201,700, and the 
notes payable to $773,202.56, making a t( dal investment of the electric light cor- 
porations in these 43 cities and towns of less than 30,000 populatioimf $3,797,862.56. 
The total earnings or incomes of tlu'.se 43 jdants during the year ending June 
30, 1899, was $814,768,54; operating exjienses, ^568,700.87, leaving net earnings 
$246,067.67, The ratio of net earnings to total investment aliove givmi was 6.4 
per cent, a-s compared with 12.3 per cent, which was shown to b(> the eainings of 
the municipal plants in the 14 in.stances cited. That concludes in outline what I 
iiave to olfer on Ibis .subject. 

Q. (By Mr. PiULLli’S.j Would you pl(*ase stale again the net earnings of those 
40 towns?— A. The net ('arnings of tlu' 4:i citiijs and towns just mentioiu'd was 
$246,067.67. 

Q. And then the profit on those; what per c.ent did th(‘y ])ay? — A. They paid 
6.4 per c(‘nt on the inve.stment. 

Q. (By Mr. Litchman.) You mad(‘ your calculation entirely on the 1,200-candle 
power for arc lights?— A. I did. 

Q. Did you reduce the 2,000-candlepower lamps to the 1,200 basis?— A. I did 
not. I will explain what I did do. All municipal plants except 1 or 2 have th('. 
ntiminal 1 .200-candlepower arc lamp.s. All of the plants operated by private cor- 
porations in the 17 cities and towns taken to reach the averagt' value of arc lighting, 
had 1, 200-candlepower arc lamps. One or two municipalities had 2,000 power 
lamps, but had such a small number that I did not think it worth while to mak(; 
that additional allowance for them. The small error, .such as it is. countsagainst 
the municipal plants and not m their favor. 

Q. Some of the plants furnish light only, and do not furnish light and i)ower. 
Are they of sufficient importance to distinguish between the two?— A. I can not 
see any important point there. There are only 2 or 3 of the plants, as T remem- 
ber, that furnish power at the present time. 

Q. The point would be, if they did furnish power, the cost of operation while 
they were furnishing power ought not to be charged against the cost of lighting, 
ought it?— A. The plants exist there; they do all the business that comes in, and 
they have attained these results. The plants existing in the other cities and towns, 
operated by private corporations, take all the business that comes in and they 
attain these other results. 

Q. That is a fair comparison. That is right.— A. I suppose tlie reason that so 
few of the municipal plants furnish power is that there is very little call for elec- 
tric power in those small places. 

Q. Is not the real reason the fact that it has been permitted by law only about 
2 years?— A. I am not sure as to the legal point, but 1 still think the other reason 
applies, because 1 think it there had been a demand for it before the last 2 years 
there would have been an effort to have the law changed, if it is a fact that the 
law did not permit it. I know it is a fact, from knowledge of the electric business, 
that there is little demand for power in the smaller towns. One of the cases 
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where power is furnished is in the city of Taunton, where we have a fair-sized 
place; nut in the small places there is very little demand for power. I think if 
there had been much, if any, demand wo would have seen the municipal plants 
going after that privilege long before. 

Q. Would the extent of territory over which the lines run affect the cost?— A. 
Yes; because in the smaller places you have a greater length of wire, and pre- 
sumably a greater investment in lines of wire in comparison with the amount of 
power you can sell. 

Q. Ifc is difficult to consider that problem in the statement you have made, is it 
not?— A. Yes; I could not well bring that in, as it would require data that I have 
not by me. But it is a settled fact that the larger places are more favorable to 
good earnings in the electric light and power business. 

Q. It is claimed that there is a larger expense in the larger cities by reason of 
the regulations compelling the establishment of conduits. Have you taken that 
into consideration?— A. No, I have not taken that claim into consideration; but I 
would point out that, in the first place, any fair comparison between these munic- 
ipal plants and private plants must be in the nature of the second comparison to 
which I have called attention, that with towns and cities of a similar size, and in 
that case there are no regulations of that sort. Now, for curiosity, I did put in a 
comparison with all the towns and cities in Massachusetts, and that was more 
favorable to the municii)ality. My opinion would be that in spite of such regu- 
lations as do exist in the large cities they still offer a better field for electric 
lighting; but it is not necessary to (consider them at all to get the force of this 
comparison here made, becau.se there really a different problem comes in. It is 
not fair to compare little places of 1,000 population with the city of Boston. 

Q. And it is only in the larger jdaces that the regulations for burying the wires 
exist?— A. Yes. 

Q. And the comparison made with the 43 towns is where the conditions are prac- 
tically the same?— A. Yes; under 30,000 population. 

Q. Did it combine also the urban and rural districts in about the same propor- 
tion?— A. Presumably; at least there was no distinction purposely made. It took 
in all the places in Mas.sachusetts where private corporations operate lighting 
plants and do not operate gas plants. It took in every one of them, so that there 
Was no picking out of cases that would be favorable to a certain conclusion 
sought to bo reached. 

Q. In Massachusetts a city can not be o.siabli.shed with less than 12,000 inliabit- 
ants.— A. Is it 12,000 or 10,000? If my memory serves me, I was thinking it was 
10 , 000 . 

Q. Either 10,000 or 12,000. So all the places you have mentioned of less than 
10,000 inhabitants are necessarily towns?— A. Exactly. 

Q And necessarily distinct from the urban?— A. Yes. There is no reason to 
suspect that the municipal plants are in places that are closely huddled together 
and the private plants in places that are scattered, as we have taken all the 
instances of each kind; ana it i.s fair to suppose they average up about the same 
conditions. We have taken all the plants in cities and towns under 30,000 popu- 
lation operated by private companies. 

Q. Do not the reports of the gas commissioners give the comparisons by the cost 
per lamp and not tne cost per lamp hour as you give it?— A. They do give the cost 

E er lamp, but they also give the number of hours operated per day, and the nuin- 
er of days operated per month in all these plants, and it is possible by arithmetic 
to reach some definite conclusion. 

Q. You think the comparison made by you per lamp hour is fairer to both 
sides than the cost per lamp?— A. I think it is a definite basis, and the other, until 
you reduce it, is indefinite. A price per lamp year does not mean much until you 
know what is included under the lamp year. 

Q. And how long the individual lamps are run in that year? — A. Yes; that is 
the point I mean. 

Q. (By Mr. Phillips.) How do you find the people to be satisfied, as a rule, in 
your visiting these towns and making your examination?- A. 1 think that the 
people are very well satisfied with municipal ownership; no town has relinquished 
Its municipal plant. Last year there was a very nice little municipal plant built 
in Concord, one of the best. 

Q. Have no municipal plants been bought out by private corporations?— A. No. 
Q. Have the municipal authorities bought out some of the private coi*pora- 
tions?— A. Yes; in several cases. 

Q. Is it not true that the regulations of the State which compel the purchase of 
private plants has deterred many localities in establishing municipal lighting 
plants?— A. It is unmistakably my understanding that that is the case. There 
are cases in which failure to agree on price, when some municipalities are willing 
to buy, has left the matter in such condition that the transaction has not been 
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gone aLead with, where it would have been gone ahead with if the field nad been 
clear. 

Q. (By Mr. Farquhar.) Are we to understand from your testimony that the 
municipal plants, the 14 you mentioned particularly, cleaned up 12.3 per cent, and 
private plants in the same kind of cities cleaned up 10.2 per cent, and the whole 
43 cities below 30,000 population cleaned up only 6.4 per cent? These statements 
having been made by you, can you make an explanation of the divergence between 
the 43 cities, 6.4, and your municipal ownership towns at 12.3? Do you know if 
there are any figures of depre<dation at all in your plants? Do you know whether- 
there are any funds set aside for depreciation? Do you know whether the cities — 
the municipalities— whether the city bookkeeping, municipal bookkeeping, and 
the private bookkeeping differ in the matter of depreciation as to the item in your 
plants?— A. The municipal plants must charge a depreciation of not less than 5 
per cent per year by law. So far as I am aware there is no fixed per cent of 
depreciation faxed for the plants owned by private companies, and without being 
able to state the exact figure at which such depreciation charges are made, my 
impression from looking over the returns of the plants owned by private corpora- 
tions is that they do not average anything like a 5 per cent charge for deprecia- 
tion; that they did not make anything like ,so large a charge — a much smaller 
charge. 

As to the explanation why the municipal plants show 12.3 on the actual invest- 
ments, whihi the 43 cities and towns of similar size show only 6.4 per cent on the 
im'estment, it is my opinion that the difference results mainly from the more 
efficient and careful management in the municipal plants. Of course the people 
111 these small places, where these municipal plants are operated, are very jealous 
of any unnecessary expenses or anything of that sort. And the Gas and Electric 
Light Commission is also watehin^ the matter, and it is not possible for these 
municipal plants to run into excessive outlays or to operate at a loss. They are 
not to sell at a price that will produce a loss; they must stop selling to private 
parties rather than to sell at a price that will produce a loss. 

The cost of street lighting from municipal plants is found for eacdi case in the 
following way: All expenses of operation and management for the municipal 
plant during tlie year are first found. From these expenses is then deducted the 
income from comnic'rcial lighting. To the remainder are added interest on the 
entire investment in the municipal plant, at the rate paid on municipal bonds or 
notes, and also depreciation at 5 per cent on the cost of the plant. The sum of 
these three items is the cost of municipal lighting for the year. The total time 
in hours of operation for each lamp is known, and the cost per hour is computed 
by dividing the total cost of street lighting for each town among the several 
lamps in proportion to the energy that each lamp consumes. 

ascertain the economy of public electric plants is to compare 
the actual cost to the municipalities of operating their plants with the prices 
charged hy private companies. The following table has been prepared from 
official returns. 

Cost per hour of ojienition of electrir lamps from maukipal plants, ineludhaj interest and 
depreeiaiivh, year ending Jane .W, JSUO. 


[Cents per hour.] 
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It will be noted that in the majority of cases the cost per hour of lamps oper- 
ated by municipal plants is lower than the average price paid for similar lamps 
when operated by i)rivate corporations. In a number of instances the municipal 
costs are only oiio-half of the contract prices. 

Tnie it is that some of the contract rat<!s are lower than some of the municipal 
costs, but it should bo held in mind that any town may have a low cost for street 
lighting from a municipal plant at will by good management and the use of 
efficient equipment. 

On the other hand, towns that now pay a high contract price for street lamps 
seem to have no remedy, unless they put in municipal plants. 

If I may add a word to my te.stim()ny previomsly given, I would like to say with 
reference, further, to this comparison, that while I have made out no table show- 
ing the comparative charges made for electric energy of municipal plants and 
private corporations, still I would .state that on the whole the municipal plants 
sell their energy quite as low to private con.sumers, if not lower, than do the 
other corporations. There is not a groat difference, but the result, as reported in 
the reports of the Gas and Electric Light Commission, is, if anything, a little 
lower for the municipal corporations than for the private plants, so that their 
better showing on the investment can not be due to the fact that they charge the 
townspeople a higher price for energy, because they have not charged any more 
than, if as much as, have tlu^ private c.ompanies. 

Q. (By Mr. Farquiiar.) You .said that in the 14 cities there was no gas compe- 
tition; that you took out 3 (dties that you claim had both gas and electric plants, 
the other 14 cities having only electricity. Is there gas competition therewith 
electric; lighting? Can you name any one that lias private competition against the 
municipal control? I am asking the condition where the municipality is the 
competitor witli the jirivate gas company. That is the point I want to get at. 

The Witness. There are in some of these places gas plants where the electric 
light is owned by the town or city, but I would like to refresh my memory for a 
moment as to the placc3s. If I may answer the cpiestion partially now, I would 
call attention to the (;ity of Taunton, which has a gaslight company with a capital 
stock of $80,000. That is the largest place having a municipal electric plant, and 
there is a gas company of very good proportions for a place of 5^7,000 population 
($80,000), and my gc'iieral r 63 collection is that there are a number of plac’.es where 
municipal plants have also gas plants. There are private gas works in eight of 
the towns having municipal electric; plants. 

Q. (By Mr. Litchman.) In the case of the gas plant, does not the field ccwered 
very materially affect the c;ost of the investment per light? — A. It affects it to a 
considerable degree. The c'xtent of distribution of gas is quite a large per cent 
of the total cost. I won’t state the \K)r cent, or attempt to do so, but that is 
lower than electric-light energy. 

I will vary my ciuestion. What I rcially meant to a.sk was, is not the cost of 
the small plant relatively a little* more than the c‘ost of the large one?— A. Of 
which variety? 

Q. Both; each.— A. Yes, undoubtedly. 

Q. Then, in a town having a small gas plant, the price of the gas— the price at 
wmeh gas was furnished— may be higlier in a large town with a large plant, and 
yet the return on the investment not be any more, it as much?— A. (^uite so. 
As a matter of fact, I believe the plants in the smaller towns are almost always 
higher than in the larger towns of Massachusetts. 

Q. (By Mr. Philiji’S.) But are there any cities or towns which own the gas 
plants?— A. There are thrc*e which I purposely left out, because the accounts of 
the gas and electric light were mixed up. 

Q. Are there many cities tnat own their own waterworks in Massachusetts?— 
A. Oh, yes; it is a very general ])ractice with a large part of them. 

Q. Has there been any comparison made there between city ownership and 
individuals in regard to the cost of furnishing water?— A. I have never seen any; 
that is one of the things that I have in mind, but I liave not gone into the matter. 

Q. You do not know where the commission could get statistics of that kind 
now, to show the difference of cost? — A. Oh, yes, I know the documents from 
which that information could be gotten in Massachusetts. It would involve a lot 
of analysis, just the same as wo have gone into here. Most of these figures were 
taken out of a book, but they came out of the book as a matter of analysis. 

Q. Are there any cities and towns that own their own street-railway systems? 
There are none in Massachusetts that own street railways? — A. I think not. 

Q. (By Mr. Farquhar.) What is your observation in respect to electric light- 
ing in municipalities supplanting gas? — A. The observation that I would state in 
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reference to your question is that the electric light supplants gas, not on a ques- 
tion of price, but on a (juestion of quality, where it supplants it at all. That is, 
so far as public rates and public lighting is concerned. It is possible to jiut in what 
is termed an insulated ele<dric plant; that is, if one has a largo amount of lighting 
at any factory plant, or for his office building, it is much cheaper under certain 
conditions. Under conditions that pertain to the heating of a building, etc., so 
that an engineer has to be employed, it is much cheaper to put in a small electric 
plant and light with electric plants, than it is to light a building by gas. That is a 
growing piactice in all large cities of the country, and rightfully so; but so far 
as lighting derived from the public supply is concerned, eh'ctricity can not, I 
believe, in a great majority of instances, if at all, compete with gas strictly on a 
price basis, and it is selected by the great majority of users, not because it costs 
less, but because they like it better. 

Q. (By Mr. Litchman.) Is that condition intensified to appliances consuming 
gas, like the Welsbach burner?— A. The improved burners that you speak of, 
which materially iiu'rease the candlepower per foot, of gas consumed per hour do 
tend to cut down sliglitly the field of application of the electric light; that is, 
they give the gas an advantage thatit would not otherwise have, in tliat they give 
gas lighting a quality that some consumers will accept instead of buying the 
electric light. Tliis still leaves the gas the cheaper form of illumination, but they 
cheapen the illumination of our gas very decidi'dly. and also iniprove, in the 
opinion of some consumers, the quality of that illumination. 

Q. (By Mr. Faik^uhar.) You gave the figures from 1<S92 to the installation of 
these electric, plants; do you know of the installation of any gas plants in that 
time?— A. Tlu! 3 gas ])lants, as 1 endtiavor(*d to state. 

Q. Just 3 and no more?— A. Just 3. 

Q. Then it seems to be the policy of the towns of Massachusetts to adopt elec- 
tricity instead of gas where theyiiass out of the nugnof coal oil?— A. Judging by 
experience, yes. 

Q. Where you mentioned tiio fact of the neWvsnlts of 0.4 jicr (‘ent here in the 
43 cities, and the 13.3 per cent in your 14 cities of muni<*ipal control, would it not 
seem that really the private individuals are making less money now than the 
municipally owned propeities?— A. It is a fact, shown by these figui'es, that the 
capital invested by towns and cities in electric-light plants is more economically 
invested for the community, and is earning a better r(‘turn than is (capital invested 
through the medium of jirivate corporations operating such plants. 

Q. So, you would say that the owners in 43 cities, that clean up each year 6.4 
per c(mt, are not inonojiolists nor robliers of the public?— A. I should say, on the 
contiary, that they are not getting a fair return on their investment. The ques- 
tion that I have particularly referred to in this matter is that as to whether 
municipal plants can be expected to be, or are being, managed as well or bettor 
than private plants. 

Q. (By Mr. Litchman.) When you say thatO per cent and a fraction is not a 
fair return on the cajhtal invested, you think in Massachusetts, at least, there is 
not an overcapitalization, either by .stock, bonds, or notes?— A. No; there is no 
overcapitalization there, as I see. Tlnu’e may be injudicious investment, of 
cour.se, if that is what you mean. I should not care to stand with the proposition 
that alltho.se private corporations have been operated only, for instance, as an 
engineer in that lino of business would advise to operate them; but I say the 
money has been invested there, well advi.sed or ill advised. 

Q. (By Mr, FaR(2UHar.) Are the men who officer your municipal plants in 
Massachusetts taken from a civil-service list, or how are t hey employed?— A. As 
bir as 1 am aware there is no formal civil-service li.st in (ionnection with them. 
The officers are simply employed on their reputation as men competent in that 
line of work. 

Q. Just as any business enterprise or corporation would employ?— A. Yes. Or 
just a.s a town or city operating a waterworks plant would employ an engineer 
for that plant. I do not think there is any civil-.service examination. 

Q. Have you ever heard in Massachusetts that politicians have interfered to put 
men in these plants?— A. I have never heard of such complaints. I have heard 
of complaints about politicians interfering in some other lines of work in Massa- 
chusetts, but as to this particular thing I never did. 

Q. (By Mr. Litchman.) Is it not a fact that the managers of all these munici- 
pal plants are elected by cities and towns as a rule? Of course in the cities they 
inay be appointed by the mayor and confirmed by the council, but in general are 
they not elected at town meetings?— A. I so understand it. 
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Q. In that case, then, they have to run according to public 8entiment?--A. I 

suppose if a plant is not well managed that the tenure of that office 

Q. (^Interrupting.) Would stop. Is there anything further you might add?— 
A. I tnink of nothing to add. 

(Testimony closed.) 


Exhibit A.—To accompany Mr. AdnmsC testimony. 


Municipal electric plants in Massachusetts. 
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4,229 


I Year 
jslarted. 

j 1898 

1892 

1896 
1889 
1895 

1897 

1894 

1895 

1893 

1894 
1892 

1895 
1897 
1892 


Invest- 

ment. 


$16,000 
07,067 
98,950 
46, 174 
24,413 
45,273 
119,:i67 
86,618 
15,697 
58,421 
79,010 
74,400 
145,301 
'17,000 


891,691 


Exhibit B. — Value of lighting by municqxd plants. 



1,200 can- 
dle-power 
arc.s, hours 
per year. 

17,741 

21.5,403 

429,961 

214,227 

25 to 32 can- 
dle-power 
incandes- 
cent lamps, 
hours per 
year. 

16 candle- 
power 111 - 
eandes- 
cent, hours 
per year. 

Value, arc 
lighting. 

. 

$8.T5.82 
10, 123 93 
20, 208. 16 
10,068.65 

Value, in- 
candescent 
lighting 


215,846 

264,35)9 

s 

$2,590 15 
3, 0.52. 30 










591,240 

172,687 

296,912 

46,727 

734,247 

111,628 


7,094.88 
2,072.24 
3, .'■>62.94 
2,119.86 
8,810.96 
1,339.54 


40,728 


1,914.21 

titlll 


Marblehead 

North Attleboro 

P6£ltKXly 

460,891 

662,331 

195,193 

441,771 

29,928 

21,661.88 


31,129.56 
9, 174.08 
20,76.3.24 

. . . 


T*oiin+/^n 




Wellesley 

818,550 

506,479 

84,050 

10,831.20 

6,077.75 

Nccdh&m 



YulUO of Iriml nf 







125,877.55 
47,. 551. 86 

47 .5,51.85 

Vo1..n ..r Xirhttnir 





173,429.40 
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Exhibit C— Earnings and expenses of Ify municipal electric plants for the year 
ending June 30, 1S99. 


Incomes from commercial lighting 
Value of public lighting . . . . 


$ 83 , 948.38 

173 , 439.40 


Total earnings 
Operating expenses. . 


257 , 377.78 

148 , 493.63 


Net earnings - 

Total investment 

Ratio of net earnings to the investment - per cent. . 


108 , 884.15 

891 , 591.00 

12.8 
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Exhibit "Ei.— Total investments by electric companies only on June SO, 1S99. 


Capital stock $ 10, 926, 080. 40 

Bonds _ 3,771,200.00 

Notes payable 1 , 983, 215. 46 

Total investment-.-- 16,630,445.86 

Net earnings of electric companies only for the year ending June 

80,1899 1,699,365.96 

Ratio of net earnings to investments per cent. . 10. 2 

Investment for electric plants in cities and tonms of less than 30 ,000 population 
each on June SO, IS!)!). 

Capital stock . . . , . . 11,823,900.00 

Bonds . 1,201,700.00 

Notes payable „ 772,262.56 

Total investment _ .. . . 3,797,862.56 


population each for year endimj June 30, ISVU. 

Total earnings . $814,768.54 

Total operating expenses 508 ^ 700. 87 

Net earnings 246,067.67 

Ratio of net earnings to total investment per cent. . 6. 4 


Wakhinoton. D. C., January 7, 1001. 

TESTIMONY OF PROF, WILLIAM Z. RIPLEY, 

l*rofessor of Economics at the Mas.sachu setts Institute of Technology. 

. The commission met at 10.53 a. m,, Vice-Chairman Pliillips presiding. At that 
time Prof. William Z. Ripley, professor of economics at the Massachusetts Insti- 
tute ot Technology, Boston, Mass., appeared as a witne.ss, and being duly sworn 
testified as follows; 

Q. (By Mr. Piiiijjps.) Will yon please give your name?— A. William Z 
Ripley. 

Boston, Mass.; my occupation is professor of economics at 
the Massachusetts Institute of Technology. 

Q. How long have you been teaching in that institute?— A. I graduated there 
as a civil engineer, then studied 3 years, and went back there in 1893, and 
have been teaching since 1893. 


Q. Have you any other information you desire to give about yourself personally 
before proceeding to the questioning?— A. Nothing further than this: I should 
In T u T? ^ appear to the commissioners that a good deal of the information 
tnat 1 shall have to present has come from contact with railroad men and with 
Shippers. Our ^^raduates at the institute are represented in almost all of the 
manutacturmg industries of the country, and a great many of them are on the 
r ^ policy has been always to keep in close touch with them as to 
tne deteils of their business so far as they can be of interest to us; and I should 
^ myself from the prejudice of appearing as an academic specialist, and 
should like to speak to you, if I may, from the standpoint of one who has talked 
wiin tne ropre.sentatives of these business interests. After receiving your invita- 
tion to come down here, I have spent a good deal of iime in seeing a number of 
railroad, cotton mill, and other manufacturing men in Massachusetts, in an 
endeavor to get at something as to the present situation in New England 
Dwa^e I believe the present situation in New England will illustrate distinctly 
tne evils and the advantages of the present state of the law. In other words, in 
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this small territory we have a picture presented of the conditions which I have 
been led to believe exist all over the country. I offer that merely as an explana- 
tion of the concerns from which most of my information which will interest you 
has been derived. 

^ 'Q. From practical concerns?— A. I have tried as far as possible to check up all 
' tke results which we obtain from books by a conference with our graduates in 
business. 

Q. Then you can proceed in your own way to make a statement, and we will 
take the liberty of interrupting you as necessary.— A. The first point which I may 
speak upon, perhaps, is as t<Uh(‘ existence— the very widespread existence— of rate 
cutting under the present interstate-commerce law. Rates are being cut in New 
England to-day, to tins best of my information, anywhere from 30 per cent to 40 per 
cent on w(;st-bound traffic. I was informed by a representative of one of the large 
roads, a man with whom I have personal a(;quaintance, that, in his judgment, there 
had scarcely ever been a time when there was more rate cutting on west-bound 
business tlian there is m Massachusetts, and lias been for the last 2 inonths. The 
reason for that, as near as I (am discover, is that the large amount of exports and 
the large amount of traffic going ICast has thrown a great many empty cars upon 
the seaboard, and that there is great competition among the roads for filling those 
cars to the W('st. All of our manufacturers derive a very considerable benefit 
in competition with other parts of the country by reason of the differential Cana- 
dian lines— the Canadian Pacific, and the G-rand Trunk— those roads not being 
subject to tli(* interstate-commerce act, which gives them a definite advantage 
ranging anywhere from 10 cents up per hundred pounds on freight to Chicago, 
The manufacturer of Ma.ssachusidts, as I know in one or two instances, can put 
freight into Chicago in normal times for from about, we will say, 10 cents on 
first-class freight less than a shippcu- from New York can do, although the dis- 
tance is 150 or more miles farther. The siUiation, then, at present is this: Those 
differentials (\xist and have been approvc'd by the other roads in this country. 
They have been approved, of course, as a matter of force. They have at the present 
time offered so much of an obstacle to the trunk lines wholly within the United 
States territory that tho.se trunk lines have now begun to cut under the differen- 
tial, and traffic which tor a great many years has been going over the Canadian 
lines is now being diverted over some of the main trank lines. One of the large 
interests in Massachusetts, which has, lam informed, for nearly 20 years shipped 
a largo proportion of its freight over the differential lines, is now shipping over 
the trunk lines. I give that merely as an illustration of what is taking place in 
almost all the industries. These shipirumts, however, are not due to the desire of 
the eastern trunk lines to cut rates. It is forced upon thcan by the situation. 
The far-western c.onm^ctions of the.se lines, app:irently, are desirous of securing 
business which shall biMlivertedto their lines hytlie ea.stern trunk lines; and they 
notify their eastern connections that any business diverted to them will be taken 
at a considerable cut, leaving to the eastern trunk lines, which have, I believe, 
honestly tried to maintain ratt's, the policy of (uther taking business and trans- 
ferring it to their western connections at a reduction, or of letting it go over some 
other competing trunk lim‘. The situation has been forced upon the eastern rail- 
roads against their will. A number of the men whom I know have told me that 
they would be only too glad to follow the law and keep up rates, and that they 
woul(i welcome any Jimendment of th(‘ interstate-commerce law which would 
enable them to maintain rates, but that under the present conditions it is beyond 
their power so to do. 

Q. (By Mr. PHiLiacs.) Then you have absolute knowledge that there are dis- 
criminations in the freights?— A, I have absolute knowledge. 

Q. Would you specify the roads?— A. I will specify them so far as I have done, 
that they are the main trunk lines within American territory that make discrim- 
inations of this nature. I will give you another e.xample, if you will permit. 
The freight rate from Boston to Seattle, which is the same rate from all points 
east of the Mississippi River, is at the present time on first-class freight, I believe, 
$1.25 per hundred pounds. One of the large shippers told me that he was ship- 
ping now without asking the different roads for competitive rates, without any 
friction whatever, at 95 cents. 

Q. From Boston to Seattle?— A. From Boston to Seattle; although the estab- 
lished rate is $1.25, 1 believe. I have not verified this rate in the tariffs, but it 
could be (lone very quickly. 

Q. (By Mr. Clarke.) Had there not better be a distinction made at this point 
between rate cutting and discriminations; discriminations may be in favor of 
inciividuals, while rate cutting may be equal to all? — A. I am very glad to have 
the correction. I believe that both of those conditions exist; that certain shippers 
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are obtaining rates whicii are, we will say, 35 to 40 per cent less than, the pub- 
lished rates, whereas those — of course this applies to those who ship less than car- 
load lots— those who are shipping wtliout the large volume, which always lends 
inducement to cut rates, are paying nearer the established tariff. That is what' 
you mean by discrimination? 

Q. Yes. 

Q. (By Mr. Farquhar.) I would like also to have this distinction brought out 
in the rates that you are speaking of now: were they all rail or were they rail and 
water?— A. Some of the differential rates are part rail and part water; for 
instance’ those that go over the Rutland Railroad and then up the St. Lawrence. 

I have no knowledge as to the difference in di.scri mi nation between all rail and 
part rail and part water rates. 1 have sought from various lines to verify this 
tact that the trunk lines are forced by western connections to cut rates, and that 
much more business is going over the trunk lines that formerly went over the 
Canadian roads, and further, that whenev(‘r there is rate cutting it follows 
almost invariably that that leads to i)er.sonal discrimination; that the competition 
which rate cutting piesu])poses leads to a deeper cut for the large shipper, or for 
the person who is shii)ping from a (;omi)etitivi‘ point; whereas a rate remains 
more nearly at the established figure wIktc the sliipnuuit is made from a local 
station, or is made by a per.son who is shipinng small amounts. It will also vary, 
of course, very largely according to the li'gularity of the .shipment. One man 
told me that November l.an agreement between tlu? roads that they would main- 
tain rates was made by .some official or bygem'ral instructions privately sent out. 
The day following that 1st of November this man found that serious cutting was 
being made by a competitor. H(‘ asked the rea.son wliy, and he was told that it 
was a continuous contract; in this cas('. for api)h’s. running over a period of 4 
months. 1 asked him as to tin' way in whi(;h rat<‘ cutting proceeds. He informed 
me that he was forced by the conditions of business to make a similar cut, and he 
informed his competitors that he also was working under a long-time contract, 
or as they call it in the railroad busine.ss, a “ hold over.” The result is that by 
this .subterfuge the rate <*.utting continues, and the agreement made the 1st of 
November, and the attempts made to recognize tin* .same seriou.sly, on the 1st of 
December came to nothing. I almost univa'rsally have found from conversation 
with men who are in the railroa<l bu.siness, that tlu'y would be glad to maintain rates 
on our Eastern line.s— I know nothingof W('stern line.s— they would be glad to main- 
tain rates if they could do so, but the very conditions ot birsiness, the competition 
especially in our part of the country between lin(‘s subjt'ct to the interstate-com- 
merce law and lines not so subject, forces them to the kind of busine.ss which I 
have described. The teeling wliicli was fenced in upon me by that experience is 
very strong that the maintenance of rates at an established figure is fully as 
important a matt er for the business men as is the fixing of reasonable rates by 
such a bf)dy a.s the In.ster.state ClomnuM-ce DomniisMon. To fix r(*asonable rates 
is entirely a distinct matter from .securing the maintenance of such established 
lates as are already published by the railroads. They ar(' not able at the present 
time to accomplish the second of these two ends. One railroad man, a shipping 
agent, told me that his road had never in.stru<-ted him to cut rates, but that they 
sought to prevent it; and he felt that tho.se higher in authority than himself would 
welcome anything which would prot(‘(.t tlie roads against rate cutting and the 
consequent discrimination as between persons. 

Q- (By Mr. Phillips.) You think that the rale cutting leads to discrimination 
between persons? It is pretty difficult to si’parate tin* two, is it not?— A. One 
necessarily leads to the other; in times of general rate cutting personal discrimi- 
nations are bound to arise. 

Q. They will cut rates to one and probably not to another?— A. They will cut 
deeper to the one than to the other. The Interstate Commerce Commission at 
the present time has not the power to prescribe freight rates in advance. They 
do not have this power becau.se of the decision of the courts; but if the roads are 
to be allowed, under an amendment of the law, to pool and to prevent this rate 
cutting, there certainly must be .some protection for the public, through securing 
for the Interstate Commerce Commission the right to adjudicate as to what rates 
shall be reasonable. 

For the future?— A. For the future; or to pass upon them. I feel very 
strongly that there are rights upon both sides wliich must be very jealously 
and carefully guarded. A railroad has the life and death of the manufacturer in 
Its hands. I remember— it must have been 5 or fi years ago— talking with a 
hanker in Boston; some of the details escape me; I remember hearing this gentle- 
man tell of an attempt to establish a paper-pulp factory at Denver. I do not 
Know whether it has subsetjuently been established or not. They desired to utilize 
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the raw material which was in the West, and to manufacture paper of the sort 
used by the newspapers, and to save the expenses of transshipment from pulp 
mills in distant parts of the country. They were notified by one of the roads that 
if they established a pulp mill at Denver, which would prevent large shipments 
of freight which had fonnerly come from Wisconsin, that the road would kill 
that business at any cost. The promoters were very much discouraged. Whether 
they actually earned it througn or not, I have no personal knowledge. 

Q. The object of the road, then, was to get the freight on long haul instead of 
a snort one?— A. Instead of a short one. 

Q. You state that they can make or break the manufacturer. Is that not 
equally true of the miner of coal and ore, and other producers of commodities?— 
A. I believe so. 

Q. And have you knowledge that they have crippled such industries in any 
case?— A. I can not state of my own personal knowledge. I merely know that 
Government reports and official documents make statements to that effect. There 
is a large mass of official information which bears upon that point, but of my 
own personal knowledge I can not si)eak. 

There is another point which I think deserves careful consideration here, namely, 
that the roads in many respects are distinctly at the mercy of tlie shippers. This 
is the other side of the same question. I am now seeking to express my ow con- 
viction that it is an interrelation; that the railroads have rights, and that the 
public has rights. A shipment of dry goods is made from New England, boxed 
and marked, we will say— cotton goods of a certain grade. Those goods, as cot- 
ton goods, go, wo will say, at second or third class rates. The shipping agent— 
the man who secures the contract — can never be sure from his personal knowl- 
edge whether that case is filled with cotton goods which should be rated second 
or third class goods, or whether they are really half cotton goods with a large pro- 
portion of first-class goods which ought to go first class. In one otlier example— 
which I pve as coming from New England from an agent of one of the roads— a 
certain nrm had been shipping for a long time a certain grade of cotton goods. 
Gradually the proportion of shipments of goods of a very considerably lower class 
became common. The freight agent had reason to suspect that those boxes were 
containing freight which ought to have gone in a higher class than that which 
was specified. I asked 1 he agent why he did not attempt to determine for him- 
self. He replied, “ My dear sir, that is entirely beyond our power. If I should 
question that firm the freight would never go over our line a^ain. We have j^ot 
to accept it at the class at which they specify.” The result or such underclassifi- 
cation prescribed in that case by the shipper is, of course, to give very considera- 
bly lower rates than otherwise would be charged. The complexity of this situation 
forces itself upon me every day— the thousand and one ways in whi(;h the object 
of, we will say, personal discrimination, or rate cutting, may be obtained. It may 
be by a direct cut in money. A Western road, for instance, depositing, we will 
say, $25,000 in a Boston bank to the credit of a certain New England freight agent. 
He is authorized to draw upon that for cash which he pays out in rebates, the 
shippers of course paying by check for the full amount of the established rate, 
that being a matter of record. It can not bo traced, or it is almost impossible to 
trace the amount of that cash wh(*n a few dollars or a hundred dollars has been 
returned to a certain firm during the month as rebate. That same discrimination 
may take place by the acceptance of freight which is classified at a lower rate 
than the rate at which it is supposed to go, although, as 1 have said, in that par- 
ticular respect the roads are very largely at the mercy of the shippers. They must 
rely upon the good faith of those who make the shipment. Or again, of course, 
discrimination may take place by the process of underbilling, the shmment being 
made at a rate for a long through haul. The freight is then taken oir at an inter- 
mediate point, to which the local rat(i would be considerably higher than its pro- 
portion of a through rate. But, however it be done by any of these devices, the 
existence of rate cutting and of personal discrimination 'is very widespread, and 
I am constrained to believe that it is no less to-day than it has been during a good 
many years past. Conditions vary. The local situation in New England may for 
a short time lead to widespread rate cutting. As, for example, the condition 
which I have described, namely, the existence of a large number of empty cars 
going West at a particular season when the industries of that section of the coun- 
try may be sending out goods. I would say also here that the existence of dis- 
criminations in rates as between, we will say, 2 or 3 different shoe manufacturers, 
is of far more importance to each one than the absolute level at which those rates 
stand for all alike. It is of far more importance to the shoe manufacturer to 
know that he is paying 75 cents for a given service when his competitor is getting 
it for 50 than it is for him to know that both are not paying 75 and 60, but 40 and 
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25. It is not the general level of rates, but it is the fact that at a given time one 
set of rates is very much higher than another. That is what determines the suc- 
cess or destruction of a given business. 

Q. (By Mr. Clarke.) That is to say, they would rather pay a higher rate and 
have it uniform than to get a low rate when a competitor possibly gets a stall 
lower one?— A. That is precisely my point. A manufacturer said to me the other 
day that it did not make so much difference to him absolutely how much freight 
rate he had to pay. The question was, how much was his competitor paying. 
That phase of freight rates enters very largely into the competition at present 
arising between the cotton mills in Massachusetts and New England and the cot- 
ton mills in the Southern States. The existence in a very large part of the South- 
ern States of what is practically a pool makes the freight rates into and out of 
those Southern States considerably higher than in those parts of New England 
where competition still prevails. There are only two parts of New England 
where there is railroad competition to-day— along the line of junction of the Boston 
and Maine Railroad and Fitchburg territory, and of the New York Central, that 
is. of the Boston and Albany; and secondly, at the line of contact of the latter and 
the New York Central, and the New York, New Haven and Hartford on the 
south. I am informed that there is a good deal of feeling among the people in 
southern New Hampshire, southern Vermont, and northern Massachusetts, along 
the line of territory in which formerly competition between the Boston and Maine 
and the Fitchburg railroads existed. Those two roads have now become amal- 
gamated, and the result is that a number of places like Peterboro, N. H., for 
instance, which formerly had the benefit of low competitive rates, now find that 
rates are appreciably higher. Nevertheless— and tnis I believe is worthy of 
emphasis— the rates, while somewhat higher, are certainly steadier. There are 
complaints that the rates are indeed higher, but manufacturers have told me that 
they would much rather have higher rates which can be depended upon. This 
brings us back to the point which was touched upon a little while ago; they 
would much rather have a higher rate, and know that rate was going to prevail 
this week and next week, and that every man in that territory with whom they 
were competing in manufacture was going to pay the same rate. I think it may 
be predicted that the effect of consolidation or pooling, if you are pleased to call 
it such, is likely to be a maintainance of higher rates, perhaps a lesser reduction 
to some degree than might take place otherwise. But the effect of the combina- 
tion or of the pool would be to make a steady rate, and a fixed rate, which the 
manufacturer or which the public can rely upon, and which they can feel is paid 
by everybody. The effect of that will be a welcome one to the people concerned. 
The authorization of pooling, however— and I have thought a good deal about 
thatj)articular question— giving the railroads absolute control over rates, would 
be, if it had such an effect, to place the public still more in the power of the roads 
than they are to-day. Any proposition to legalize pooling, it seems to me, should 
have inextricably bound up with it some increase or regulative rwwer of the Inter- 
state Commerce Commission. For instance, at Peterboro, N. H., which now is a 
noncomjietitive point— the Fitchburg road and the Boston and Maine being amal- 
gamated-rates are fixed by different considerations than those which formerly 
prevailed. Peterboro should feel that it has somebody at Washington that will 
give protection , with power to pass upon the reasonableness of the new rates. To 
show you how this works I will give you one other illustration which came to me 
directly from the field. A certain gentleman controls some 10 country stores all 
through the towns of northern Massachusetts and southern New Hampshire. His 
control amounts to the management of their affairs indirectly from Boston, where 
he acts as a purchasing agent. The town of Jaffrey . N. H. , is 6 miles from Peter- 
boro. Jaffrey was formerly served by one road, and still is. Peterboro was a 
competitive point at the junction of territory between the Boston and Maine and 
the Fitchburg railroads. So much lower were the Peterboro rates formerly on 
shipments that all the goods for the country store in Jaffrey were hauled a num- 
ber of miles by horse in order to take advantage of the competitive rates of Peter- 
boro. Since that territory has ceased to be competitive freight is no longer hauled 
by horse, because the Peterboro rate and the Jaffrey rates are just the same. The 
effect of that i^n the distiibution of business is very considerable. 

Q. (By Mr. Phillips.) Did they bring the rate up to Jaffrey or down to Peter- 
boro?— A. The rate, as I understand it, is brought up to the Jaffrey rate. But let 
me return once more to the statement formerly made, that it is not so much 
whether the rate is slightly higher or slightly lower, but that it is the same for 
everybody. In other words, there is no incentive for roai^ to cut rates and make 
personal discrimination. Therefore a business man and shipper can calculate 
what his cost is going to be, and especially the conditions under which he is com- 
peting with the neighboring town. 

16a 19 
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Q. (Bv Mr. A. L. Harris.) I would like to have one point cleared a little. 
Taking New England as a center, and the Pacific slope as the point of destination 
for throngn freight, how would you eliminate the Canadian roads from competi- 
tion with the American roads?— A. I can not see any way at present. I recall the 
section of the Dingley Act of 1897, about which so much has been said in the 
newspapers, which provided for a discriminating tariff against all goods carried 
in bond. That section, it was said at the time, was imposed through the influ- 
ence of lines within the American Trunk Line territory. At all events the effect 
of it would be to impose a discriminating duty uwn all goods which went over 
those lines, with the result of prostrating practically every industry in New Eng- 
land. Our people are very far from raw materials. We have nothing but our 
climate and our people to rely upon; the distance from the great centers of jiopu- 
lation and wealth are such that it would be one of the greatest disasters for New 
England which could happen that it should be deprived of that little advantage 
which they have of shipment over these Canadian lines. As it will appear from 
the map, these lines are not very much more devious to Chicago than are the ship- 
ments through the United States. Our manufacturers all feel very strongly on 
that point; whether rightly or not, it must rest with each man's judgment to 
detennine. 

Q. Now. another question in connection with that of pooling. Suppose Con- 
gress should place in the hands of the Interstate Commerce Commission the right 
to approve rates of the different lines of railroads, and protect that rate after it 
was approved until changed. W ould not that substantially bring the redress that 
you ask for by pooling'?— A. You moan that that should be done without the 
authorization of pooling? 

Q. Without pooling, yes.— A. I should .say not. The cmly way to stop rate 
cutting is to do away with competition. The railroad is a monopoly for this 
reason, that the more business it does the cheaper it can do it. Nobody else can 
come into the field when the road has an established line— two or four track 
line — and begin business at a tenth of the tonnage which that old road is carry- 
ing, and in any way compete profitably with it in rates. A four-track road can 
charge a great deal less per ton-mile than any smaller road can do. The trend of 
affairs is to force business into the hands of those wlio can do a large business at 
decreasing cost. 

Q. Would it not be worth trying, at least, to give the Interstate Commerce 
Commission the power to approve rates, and then see that the roads sustain 
them?— A. I believe that that would be a distinct advantage to the country. 

Q. (By Mr. Litchman.) Would that reach the evil of shipping high-class goods 
as low-class goods?— A. Not unless it gave the right of insi)ection. I have felt at 
various times that that was a point which has not been tried out in many cases; 
that many shippers, even of moderate volume, have it in their power to trick the 
railroads if they choose to do so, and the larger they get to be the more they can 
force the continuation of that same policy. A railroad may, if a man is only 
shipping one small box of dry goods, put on an inspector and actually have the 
matter detennined. but if it is a large shipment which they can not afford to let 
go to some other road, they must wink at it and let it go. 

Q. (By Mr. Phillips.) Without some pooling process could the Interstate 
Commerce Commission take up each .single road and fix a schedule for it? Could 
it physically do it without a much larger body than what there is now?— A. I 
should say it would very greatly multiply the duties of that body; but do I under- 
stand you to mean to ask whether the commission .should make the rates itself, 
or simply pass upon the reasonableness of the rates made by the railroads before 
put in force? 

Q. (By Mr. A. L. Harris.) Not to make the rate, but pass upon it?— A. That 
is a different matter than suggested by the chairman. I believe that should be 
done. I think it is an important element in any amendment of the interstate- 
commerce act; but I question very much whether this practice which is so wide- 
spread of rate cutting and of personal discrimination— which can not be stopped 
by the railroads, though many of them would be glad to do so — (umld be stopped 
by an administrative body at Washington. 

Q. If that legislation is upon the statute book, would not the roads desiring to 
comply with the law have a very great influence in causing the other roads to 
comply alM through the Interstate Commerce Commission?— A. I think it would 
have a good effect; yes. Whether it would be enough to meet the almost inevi- 
table condition of business, which is that of either cut-throat competition or pool- 
ing, is another question. It would certainly contribute to that end. 

Q. It would hardly be expected, of course, that it would be eliminater entirely, 
but would it not go a very great ways?— A. It might. 
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Q. (By Mf^Clarke. ) On the other hand, would not that law bind the conscience 
of the honest railroad managers who desire to avoid rate cutting, and be as much 
disregarded by the other class as the present law is?— A. I feel strongly convinced, 
as a matter of personal judgment, that the soundest roads in this country would 
be glad to do away with the rate cutting and personal discrimination which is 
loaded upon them by a great many of the trusts. At the present time they are 
carrying these trusts upon their shoulders. They can not help it. They have 
grown so large that they can dictate rates of freight, and the roads have no 
choice. They must either take the goods or see thorn go to some competitor. If 
any means could bo devised by whidi this could be stopped, and at the same time 
some protection for the people set up in an enlargement of the powers of i he Int(‘r- 
stato Commerce Commission, it would seem to me to be a fair give and take. The 
railroads would receive what they undoubtedly wish— the power to pool; the peo- 
ple would receive a considerable enlargement of the powers of the Interstate 
Commerce Commission, enabling them to pass upon rates in advance of the time 
they are put in force. I believe that the desire of the people and of the roads tor 
these two things would bring them together to some degree. 

Q. (By Mr. Phillips.) Do you think that the railroads at the present time care 
a very great deal about pooling? Have they not consolidated in such a manner 
as to make their own rates?— A. That is a point to which I was coming. 

(J. Do you know anything about this new combination amongst the railroads 
which has been formed in the last year by an interchange of stock, etc.?— A. I 
have followed some of this with a little care, and took the liberty of bringing some 
diagrams illustrating the character of certain railroad securities. The railroads, 
prohibited from pooling, are planning by financial consolidatio i ^o reach tlio same 
result. This makes it still more imperative, as you suggest, that the enlargement 
of the powers of the Interstate Commerce Commission to prescribe reasonable 
rates should follow. 

Q. Have you followed the consolidation of the Baltimori' and Ohio and the 
Pennsylvania system that has occurred in the last year?— A. In at the period 

of depression, at which time so many roads were in the hands of receivers— some- 
thing like one-(iuarter of the mileage of the United States (I believe it was 
mileage)— I began to collect material upon the reorganizations and receiverships 
of those roads, and followed that as far as spare time would permit, together with 
the growth of the systems, and the effect of the leases, working arrangements, 
consolidations, or purchases which have taken place. Tlie reorganizations prin- 
cipally which should be taken as typical would be the Reading, the Baltimore, the 
Southern Railroad, the Central of Vermont, and one or two others. The effect of 
thost! reorganizations upon the amount of capital stock and bonds out lias been 
very great; and the number of virtual reorganizations, the most striking of which 
is the reorganization of the Chicago and Alton, liave force<l the conviction upon 
me that most of these reorganizations which were intended to cut down capital- 
iption liave had exactly the reverse effect. The road comes out of the reorganiza- 
tion with a lesst'iiing of its fixed charges, to be sure. That is, the financiers have 
been enabled to issue new classes of bonds at lower rates of interest, but the aggre- 
gate par value of stock and bonds is almost always greater than it was. Take the 
case of the Atchison and Topeka, which has been reorganized three times since 
18H!). It began in 1889 with a capitalization— that is, stock and bonds— of about 
$300,000,009. It was reorganized in 1890, and the stock and bonds were increased 
toupwardof $800,000,000. In 1894 it was again reorganized, and the stock and bonds 
were swollen in amount to $829,000,000. Whether the public ought to be called 
upon to pay a normal rate of interest upon that enormous aggregation of capital, 
some of which reprepresents increase in the value of property, some of which rep- 
resents promoters’ profits, and some of which represents pure water, is a question 
which should be very carefully thrashed out. 1 have b(^en looking over, durin<»' 
the last 2 or 8 days, the case of Danville and Lynchburg in Virginia, which has 
been be^’ore the Interstate Commerce Commission. A lai go factor in their deter- 
mination of the case turns upon the existence of the enormous capitalization of 
the boiithern Railroad— a capitalization which has been put upon that railroad 
through its recent reorganization. The question of reasonableness or unreason- 
ableness of rates rests upon the amount of actual investment that there is in that 
road, rhe railroad declares itself to have a capitalization of $130,000 000 They 
are entitled, as they contend, to earn a living interest and dividend upon that basis 
ine interstate Commerce Commission answers, Not so; a large part of that capi- 
tal 18 factitio^us, and we deny that you have a right so to earn. The Interstate 
v^ommerce Commission does not know; the people do not know; nobody knows but 
tee people who own that road, and possibly also they have no data as to how much 
actual money has been put into that property. It seems to me that the determina- 
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tion of some of these questions, the relation between the reorganization, refunding, 
and consolidation of the roads and the amount of actual property that is in them, 
should lie at the basis of the determination of what rates are reasonable or what 
are not. In other words, we must cut loose, if we are going to detennine how much 
each road is entitled to earn, from consideration of this superficial figure of stock 
and bonds. In some roads it is greatly swollen, and in some roads it does not rep- 
resent more than the actual investment. I take the liberty, Mr. Chairman, of 
referring to an article in the Quarterly Journal of Economics for November, 1900, 
upon the working of our coi*poration laws in Massachusetts in the matter of capitali- 
zation, in which 1 endeavored to i)oint out the serious attempt wo have made in Mas- 
sachusetts to keep capitalization down to the jictual investment. There is not a 
Commonwealth in the country which has succeeded to a greater degree than 
Massachusetts, by antistock-watering laws, in holding down capitalization to the 
actual investment made. And may I say here that this at once points to a sug- 
gestion for control which I have not as yet expressed, namely, that the increase 
of the powers of the Interstate Commert'e Commi.ssion, by enabling them to pass 
upon all financial operations of the interstate roads, with power to regulate issue 
of stock and bonds, to approve of the terms of leases— to do, in other words, all 
those things which the Mas.sachus('tts railroad commissioners are empowered to 
do by law— would give the InbTstate (kunmerce Commission just that hold over 
the roads which they apparently need at the present time. For instance, the 
Massachusetts railroad commissioners have no power to prescribe reasonable 
rates. That i8,perhap8, the fundamental difference between our Massachusetts 
railroad commission and that of immy Western States. The people have never 
empowered that body to detennine what rates are reasonable and what are not, 
but the corporation laws of Massachusetts are made so strict t hat no railroad in 
Massachusetts can issue a dollar’s worth of stock or bonds, ('an lease another road, 
can build another spur of side track, can do anything of that kind, without get- 
ting the prior approval of the railroad commission. What is the result? The 
roads feel that unless they accede to reccunmendations of the railroad commis- 
sioners in matters of rates, unless they voluntarily ac^quiesce in recommendations 
of that nature, that some flay next week or next month, when they wish to carry 
through some financial operation, that that body will have power to withhold its 
consent. Do I make it clear? That is tlu^ .sole weapon which our Massachusetts 
railroad commissioners exerci.se ov(*r the r()ads,and in our liistory has accom- 
pli.slied many of the results that seem desirable. 

Q. (By Mr. Clarke.) Are you aware that some years ago, when the Ihjusatonic 
Railroad refused or neglected to comply with a recommendation of the commis- 
sion for the reduction of rates at certain points, the commission reported the 
facts to the general court, which was then in session, and that the general 
court immediately authorized the railroad commissioners to fix rates on that 
road?— -A, Of course that is an additional weapon. I did not know of that case; 

I am very glad to have it for my own information. But that, of course, should 
be taken into consideration, namely, that there is a genuine conviction on the 
part of the roads that the legislature will stand by the commission, ready to 
empower them if necessary. But under ordinary conditions, those of everyday 
life, I am told that its power to pass upon all financial operations, to approve all 
leases, reorganizations, issues of securities, etc., is sufficient for regulation and 
to make the railroads acquiesce in such suggestioii.s as are made by the railroad 
commissioners. 

Q. (By Mr. A. L. Harris.) Has your law been oppressive to corporations in its 
execution?— A. It has, to the degree that several of our large corporations have 
migrated from Massachusetts. If anything, our law has been a trifle too strict. 

Q. (By Mr. Clarke.) You refer now not to the railroad law, but the antistock- 
watenng laws?— A. The antistock-watering laws. The law says specifically, 
that no corporation shall issue stock except to the amount of actual investment 
in tangible, physical plant. A lawyer told me the other day that he was called 
upon to organize a small bu.siness coi'poration which was manufacturing electric 
fans. The patent for those fans was the foundation of the entire business. 
They went to the corporation commissioner and asked for authority to capitalize 
the value of their factory and of their assets, plus $3,000, which they entered on 
their balance sheet as “ patents.” and the commissioner of corporations said, 
“ No; a patent is not tangible, visible property, and we can not allow you to capi- 
talize it, but you may borrow money to the amount of $3,000, purchase that 
patent from some member of your o\\ui corporation, who will act in an individual 
capacity; then you can show upon your lx)oks that you have paid out ^,000, so 
that that purchase of a patent for $3,000 may be capitalized.” I mve this merely 
as an illustration, to show that in some details the Massachusetts law leans a 
little bit over backward. 
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Q. (B/M.. Litchman.) JDoes not that also show that you can whip the devil 
around the stump if you want to?~A. It does; but it shows that if you compare 
the capitalization of our Massachusetts companies with those in other States you 
will find that the devil has been whipped less times around the stump than in 
other States. 

Q. (By Mr. Phillips.) Is the Ma-ssachusetts law too strict, or are the laws of the 
other States too lax?— A. I should say at once that the laws in the other States 
are too lax. If the United States could regulate corporations in the way the Stale 
of Massachusetts has regulated them, at great cost to itself— I mean at the cost 
of emigration to other States where they can do what they wish— >1 believe that 
the abuse.s could be mitigated to a considerable extent. 

Q. Then you would be in favor of a uniform law in the States in regard to 
capitalization of corporations and public utilities?— A. I believe there is nothing 
that would make matters easier for Massachusetts. Our labor laws in Massachu- 
setts are so sti*ict that our peoi>lo would welcome, more than anything else, laws 
which would level up the regulation of such business to the Massachusetts stand- 
point. There is no denying that in many cases, in two-thirds of the gi-ants to 
municipal-service corjjorations in Massachusetts, they have gotten around the 
laws by reason of special exemptions; but taking the State as a whole the corpo- 
I’ations are very much less ovei capitalized, so that you may predicate pretty 
closely the value of the property by the figure of the capitalization. For instance, 
in Mas.sachusetts the average (‘.ipitalization of our street railways, exclusive of 
Boston, IS about §87.000 to .§10.000 per mile. The average capitalization of the 
street railways in Pennsylvania, of Philadelphia at least, is Something like 
,§120,000 a mile; and in New York State it is in the neighborhood of $100,000 a 
mile. I will cite direidly from an article in th<' Quarterly Journal of Economics 
f( )r November, 1 000, to prove tliat fact in detail. For Ma-ssachusetts street railways 
the capitalization per stock and funded debt in 1800, according to the Massachu- 
setts railroad commissioners, was ,§46,000 per mile; of the New York street rail- 
ways it was ,§177.000; that is, more than four times. Pennsj^lvania was $128,000 
per mile. Whereas the capitalization of the steam railroads in the United States, 
with all their expenses of right of way, of grading, of stations, etc.— the capital- 
ization. according to the last report of the Interstate Comimu’ce Commission, was 
.§60,000 p('r mile. ‘ 

Q. (By Mr. Litciim vn.) In that connection, do you take into consideration that 
in some of the r;jti(‘s in soine of the States tile street railway has to pave the entire 
width of the road, while in .some other cases th(\v only pave biitween tracks?— A. 
In Philadelphia they do that, paving the entire widtli of the road, I believe. 

Q. That would make a difference in the cost i)er mile?— A. Of course, the actual 
use, the actual service to which this capitalization in the differ(3nt Stahls was put, 
I did not intend to rai.se at this point. It was merely to show tliat our Massachu- 
setts corporations do not incorporate for anywhere near the aggregate amount of 
par value of stock ami bonds per mile which is customary in other parts of the 
country. 

Q. It the other roads are compelled by the conditions surrounding them to pay 
a larger cost on establishing plant, is not the larger capitalization per mile justi- 
fied?— A. It is. I should like to cpialify what I have said. Low capitalization 
does not necessarily mean the removal of evil and abu.ses. It depends entirely 
upon circumstances. A road which represents a small investment of capital, 
which is conducting busine.ss at a very narrow margin, may bo capitalized at 
.§28,000 a mile, and that may be exce.ssive — ^that may be twice too much. Another 
road which may be capitalized for $60,000, or $80,000, or $1(K),000 per mile— repre- 
sented in the property and in the earnings of that capitalization— would not be 
overcmtalized. It should depend entirely upon the nature of the business. 

Q. You suggested that there might be a remedy for this discrimination and 
cutting of rates by pooling among the different roads, approved by the managers 
of those roa^. The question arises there, Would there bo any safeguard for the 
general public if the managers of the pools were engaged in enterprises that bene- 
fited by the discrimination in rates?— A. I should say no, 

Q. Would not the very fact of the pooling of rates for the general public give 
to the special favorites of the pool a still larger advantage than they enjoy at the 
present time?— A. That presupposes entirely that the pool is able to control the 
railroad- that the pool and the trust, if I may use that phrase, are in the same 
hands. They are. The railroads and pools are undoubtedly tied up together. 
There is hardly a large trust to-day which does not own enough track so that it 
can make shipments on a joint rate. For instance, the large steel and wire com- 
pany at Cleveland, I believe, has some 37 miles of track. Why do they keep that? 
Solely because, operating as a railroad corporation, they are enabled to make joint 



rates, and their shipments are made over this 37 miles of tfaick, theniimf over the 
track of a larger railroad. The celebrated Counselman oase^ which determined 
the powers of the Interstate Commerce Commission, was raised by the Illinois 
Steel Company, which, owning several tracks around Chicago, was enabled to use 
those tracks to secure low joint through rates, '(vhich would not have been (Juite 
so low if the sliipmeijt had originated and terminated under the same corporation. 

Q. Have you thought along the line of Government dwnership and control of 
trunk line8?~A. I have thought about it; and if the service could be maintained 
as our post-office ser^nce is, it it could be maintained as the Government service 
in Germany is, and all be in the (jontrol of the United States as an entirety, cer- 
tain of the abuses at the present time might be eliminated. Whether others 
would arise it is not my purpose to question here; but this point I should empha- 
size, that when it is done it has all got to be done at once. In Belgium they tried 
Government ownership alongside of private ownership, and the result.was that 
the Government had to come down to the level of cut rates and personal discrimi- 
nation and everything else in order to live. They had to be just as low in their 
tariffs as the private roads. When Government ownership comes, if it ever does, 
it is my own iiersonal judgment that it must be effected in such a way that com- 
petition between the Government roads and private roads shall not arise and 
force the Government road to the level of the other road. The higher rate does 
not pull the cut rate up to its level; it is the lower one that forces the higher one 
down, as a rule. 

Q. (By Mr. Phillips.) Are you going on the principle that the Government 
can not transport as cheaply, that it must come down to the lower level? The theory 
is that it would be cheaper, and it would not therefore be cut by the private 
roads.— A. Practically, the whole problem is so complex, as I see it to-day, that 
I should hesitate very much to predict what might happen in such a case. It 
undoubtedly would cure many of the abuses of the present time. Whether it 
would give rise to others more serious I should hesitate to say. But I can say 
this, in my judgment, that when it was done it would have to bo done as an exper- 
iment for the whole country at once; and the amount of capital involved at the 
present time is so great that that removes it as a possibility for some years. Ulti- 
mately it may come. In (Germany the service, as I know it— I have traveled a 
good deal on the foreign roads— the service is good, but it is not at the level of our 
American efficiency by any means, and that is by reason of the absence of com- 
petition. Tlio question of facilities offered to travelers is just as much subject to 
variation as is the rate charged. This is the greatest difficulty in our Massa- 
chusetts and New England territory, whihh is practically pooled. You may 
observe the practical effect of pocding if you will go anywhere north of the Fitch- 
burg road up to the boundary of Canada, the entire territory being subject to the 
Boston and Maine. The result is seen definitely in the facilities offered. There 
is not that competition which keeps the service up to the high level of efficiency. 
People are obliged to be content with slow trains, with fewer trains, and with 
many other inconveniences. For instance, how long would the Chicago and Rock 
Island Railroad and those other roads in competition with it, which give you a 
reclining chair for the ordinary fare, be able to operate if in a run of 150 miles its 
trains were sidetracked three times in order to let cattle cars pass and the train 
on that run were two hours and a half late? That is the experience of a friend of 
mine in our territory recently. On the Rock Island, or the C. , B. and Q. , or any of 
those roads, they know perfectly well that if they do not give (^uick trains and 
good service— and here we are leaving out of view rates— the traffic will go by the 
other lines. And if you have consolidation so that people have got to go one way 
or not at all, that is to say, if there is no competition, all the roads keep on the 
same level. It is therefore more difficult to improve the facilities offered unless 
there is a body somewhere which has the power to prescribe what they ought 
to be. 

Q. (By Mr. Clarke.) Was not that preference given to cattle trains due to the 
necessity of landing that freight at the port for connecting with a certain vessel?— 
A. Entirely; either that or else that the freight was perishable. 

Q. Would not that occur under Government control or under a pooling arrange- 
menUn^the same way?— A. I think it mmht, except that a road which was under 
compjmve conditions, like many of the Western lines, would simply have to put 
in dof^e track or much more double track in order to meet that condition. I do 
^ot mean to say by any means that that is typical of the whole situation, but I 
mention it as apossible effect of the absence of competition in service. 

Q. Is it not a fact that since the Boston and Maine acquired control of the East- 
ern R^, whic^h was a close competitor, it has largely increased the train service 
to aliwtall cciipeting points?— A. It is; and the comfort of the public is vastly 
greatet Than was many years ago. 
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Q. Is S^& ttct that that oompaiur has begun the nee of 6oke as a fuel to 
loromoWSThigely for the purpoee of reducing or overooming toe nuisance rf 
smoke and cinders in trains, even at a possible greater cwt than the bnti^g of 
soft coal?-A. I can not say as to that on the Boston and Mama. I taow that on 
our local service, on the Boston and Albany, they have used coke, and it is a most 
intolerable nuisance in producing gas instead of smoke. W e have gas ^ovnn the 
cars to a very objectionable degree. I would say also that recently me Boston 
and Albany has mscontinued the use of coke on its through trains, owing to its 
serious defects as a fuel. It is used only in suburban service, I understand. But 
I would not be understood as saying that the instance I gave was t^ical of the 
whole service of the Boston and Maine. The combining together of all those lines, 
the Boston and Maine taMng the management of the whole, w^th larger trams, 
has vastly ilicreased the convenience of the public. What I wished to illustrate 
was this: Tliat where there is not competition there is a tendency to hold back; 
there is not that incentive which becomes a matter of self-nreservation to add 
the very latest and very best improvements which must prevail where competitive 
conditions exist. ^ , ji-i. 

Q. Now, does not that depend largely upon the enlightenment and breadth 
of view of the railroad mauf^^^ent and also upon the competition that exists, 
which may be even remote, ^St which would tend to draw business from that 
section?— A. Yes; the railroads of Massachusetts appreciate— as I believe all the 
better railroads of the country do— that their prosperity is inextricably bound up 
with the prosperity, nay, with the very existence, of manufactures and a mowing 
population in the districts which they serve. The only question is this: Whether 
a given tonnage shall come from twenty sources or wnether it shall come from a 
thousand sources. That is, whetl a a railroad operating purely as a financial 
concern may not make as large earnings from a small number of consolidated 
concerns, thus minimizing the cost to the railroad by making shipments in bulk 
and in a definite way, as they could otherwise from the existence of a number of 
manufactures scattered through many small towns. I recall a place in Rhode 
Island where tliere is a large 4-8tory stone factory, constructed in the substantial 
style of the old mills in the New England States, which has been idle a CTeat 
many years. The machinery has been taken out, the windows are boarded up, 
and It is a very depressing object in the landscape. I asked the reason why that 
factory was abandoned, and was told that it was not because it was more expen- 
sive to manufacture at that particular place than formerly, but that it had become 
very much cheaper to manufacture in some other place and that it was the better 
railroad facilities in other towns which had affected that district. I do not mean 
that that industry has moved oat of Rhode Island or out of the territory of that 
particular road concerned, but it has gone into Providence; the capital has gone 
into Providence, or it has gone into Pawtucket, or it has ^one into some one of 
the larger towns. I believe the direct effect of the prevention by some means or 
other of this local and personal discrimination in the matter of rates would lead 
to a much more widespread distribution of industries in the small towns of the 
country, with less of this aggregation of industries in particular centers where 
they get the benefit of competitive rates. No manufacturer to-day will locate his 
plant where he is not going to get the benefit of through rates and of competitive 
rates, if possible, although a definite department in our railroad businesses— and 
the Western roads are particularly enterprising in this respect— has to do with 
the stimulation and encouragement of industries within their territory. The sole 
question here is as to whether there shall be a few large industries or a great num- 
ber of small ones, 

EXPLANATION OF DIAGRAM. 

I should like to illustrate a point which we have not considered, namely, the 
effect of the long and the short haul clause in the interstate-commerce act [pro- 
ducing Diagram 11. I think Diagram I may bring out certain joints of interest 
in regard to local discriminations. It represents the local freight rates on the 
Illinois Central Railroad on its main line from Chicago to New Orleans. This 
was made by one of my students. We plotted along the base line, mileagej show- 
ing the different stations, with the number of miles in proportion to th^istance 
from Chicago at one end or to New Orleans at the other. The hei§;ht ||ra off at 
any given point thus fixed indicates the published rate to that station i^we took 
it from the tariff of that railroad. In other words, at the station of Mattoon, 
111., the railroad rate from Chicago to that particular town is about 45 cents per 
hundred pounds, we will say, on first-class freight; it is about 80 cents per hun- 
dred pounds on third-class freight, and it is about 15 cents p% hundrad pounds 
on fifth-class freight. The general direction of the lines conipbfing various 
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wints for each way station fixed in this way will indicate whether over a long 
distance rates tend to increase in proportion to that distance or whether they 
tend to remain almost constant. You will observe this very common phenomenon 
under the operation of the long and short haul clause; That often over a stretch 
on some of the Western railroads of two or three hundred miles the freight rate 
will not vary at all. The line drawn as I have described will mn perfectly hori- 
zontal. Where the line descends, as at a point like Cairo, 111., you have got com- 
petition. The reason why our curve varies or turns so little— that is to say, why 
the freight rate over 160 miles is almost as much as it is to Cairo, 111.— is because 
the long and short haul clause prohibits these local rates from being any higher 
than at that competitive point. That competitive ^int is fixed as to freight rates 
by the conditions of business. Then the railroads nave to work back from these 
points and get as much as they can out of the intervening territory; that is, they 
endeavor to hold the rates up on all these local stations just as near that level as 
they can, avoiding infraction of the law. That is the theory. See how it works 
in practice. Cairo, HI., like Boston, Mass., or Worcester or Fitchburg, or any 
place which is at a competitive point, comes in apparently at this published rate; 
out, in fact, it often secures a secret rate which carries it away down. All these 
local stations are then paying the full rate which is published in the tariff, but 
this particular competitive point is getting a great advantage. What is the result? 
Population goes there, industries go in there, and that place, like all the large 
towns in Massachusetts, practically absorbs the whole increase of population for 
that district. I have found 11 towns in 1 bunch in the Berkshire Hills where the 
population is practically the same that it was 75 years ago, and yet the popula- 
tion of Massachusetts and its wealth go on increasing. Instead, however, of its 
being distributed all over the country, it is bunched in these places where you 
have this discrimination and all these facilities. This means the difference 
between success and destruction to a business man; and the little industries 
which are at way stations have either got to move into the large town or be 
destroyed. 

Q. You recognize, however, that that is only one factor in the determination 
of the gravitation of people to central places?— A. Perfectly, with the social factor 
and a great many others; but 1 think that this is a patent one, which should be 
considered. The fact, as I view it, would be that while on the published tariff it 
looks all right, as if everything were entirely in accordance with the provisions of 
the interstate-commerce act, yet in fact at every one of these competitive points 
there is liable to be a big drop in rates, which is giving an advantage to that 
town, to that section of people, or to that industry, or perhaps to a particular 
industry, which is a big one, in that particular place. That is to say, you have 
got several advantages piled one on top of the other, and it is at such favored places 
that you find the plants of the great industrial organizations located. They have 
the option in many different parts of the country of simply closing up one estab- 
lishment here, closing up another there, and simply putting all their force at work 
at 1 station. Then they can put in 2 shifts of men and can increase their 
machinery, so that at a given point, such as this competitive one, they can turn 
out as much product as 3 mills at other places could do. Those mills at the 
other places remain closed down at least during periods of depression, and are 
merely held as reserve agencies to meet the very greatly increased demand which 
apwars in times of prosperity. 

Q. (By Mr. Farquhar.) Suppose you continue your description of the diagram 
beyond Cairo, southward.— A. At once they put on all they could to the next few 
stations, and again having raised it as much as the traffic will bear, the line again 
goes on more horizontally to the next competitive point. As you go down, finally 
to New Orleans, of course you see that the traffic is bearing all that it possibly 
can at that level until you get a sudden drop to the margin of water competition. 
Of course, with the railroad at water competitive points, you can not have your 
rate any higher to New Orleans than it would be by some other road or rail and 
water route combined. 

Q. The Illinois Central has strong water competition at Cairo, stronger than 
any other point on that whole road?— A. Yes; except for local freight rates 
wmch are not on that river. The section off from the river is not held down to 
the low Jevel of the river rates. 

Q. I mean on through freights.— A. On through freights. This measures the 
rates from gny one of those stations down to New Orleans. 

Q. Your diagram would show, then, that measurably the water transportation 
from Cairo down to New Orleans does not seem to be able to keep the rates down 
on the Illinois Central, an almost parallel route to the river?— A. Not on this 
branch of the roi^. 
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Q. That is the main line?— A. We are dealing with local stations, and the local 
rate from such stations over to the river to obtain water transportation rates 
would be prohibitive. 

Q. But, granting that from Cairo to New Orleans the locals on the Illinois Can- 
tral are very high, traffic is very light?— A. I suppose it is. 

Q. And you say the great through carriage is the one that has to be consid- 
er^, and yet you find on your diagram that the cheap water rates seemingly have 
no way or bringing down this rate, which just increases until it reaclies the 
Gulf?— -A. The local rates, yes. The through rates would be absolutely different, 
and the through rates are fixed by the competition even of the trunk lines tf) New- 
port News. The through rate from Chicago to New Orleans can not be more 
than they can ship goods for to Newport News and around by steamer. This 
simply applies here to all those local stations which can not get down to New 
Orleans ov water or by local shipment over the river. 

Q. (By Mr. A. L. Harris.) The through rates would be represented bv the line 
from Cairo to New Orleans?— A. Yes: that is. the tlirough rate from Chicago to 
New Orleans, and you see how much lower than the local rate it is. We nave 
plotted a great nmnber of these diagrams for the different roads of the country 
within the last year, and on some of the long distance Pacific roads you get a 
very striking phenomenon. The rates will rise suddenly and then they will run 
for 200 or 800 miles perfectly even. In other words, as you go through their freight 
tariffs the rate will bo absolutely the .same— it may vary a fraction of a cent— for 
300 or 400 miles; it will be held down until you reach some competitive point, and 
then it will take another jump and thereafter run along on a level. But the 
point I wish to make is, that at each of those competitive points there really 
18 at any time a cut very much below the publi.shed tariff by reason of the rate 
cutting, which alway.s arises when conditions are riiie for it. 

An interesting and valuable investigation would be an inquiry into the financial 
effect of some of the recent reorganizations. For instance, after the reorganiza- 
tion of the Reading Railroad, on the main line from Philadelphia to Mount 
Carbon, they have no less than 8 different cla.s8es of securities; and then thej^ 
have on each of the branch lines which run out another different class of securi- 
ties, issued at a different rate of interest for a different term of years, under long 
t(‘rms of lca.se, which may be more or less advantageous to the branch lino or to 
the parent company. The reorganization is generally intended to wipe out that 
very great complexity of interests and to substitute, as in the case of the Union 
Pacific reorganization, perhaps 2 or a single cla.ss of securities applying over 
the whole line. It very greatly simplifies the problem of determining how much 
capitalization there is and what the relation of the capitalization to earnings in 
any particular case is. The financial organization of some of these roads and the 
history of them .should be worked out in some way in order to establish lani 
marks in railroad history for future reference. In the Hepburn investigation in 
the legislature of New York, we have a clear picture or the state of railroad 
finance and mi.sfinance up to that time, and in the Ciilloin committee of 1884 we 
have a statement as to that period. I hope— and this is the opinion of the pro- 
fessional class to which I belong, and also I believe of the public— that your com- 
mission will through some means put in definite form, while the evidence is still 
available, the history and the inside history, so far as it can be determined, of all 
the great reorganizations and consolidations which have taken place since 1893. 
There are 6 or 7 prominent reorganizations which should be considered, and the 
growth of present systems, especially such combinations as have taken place in 
the last 3 (*r 4 days or are seemingly projected for the future, such as the combina- 
tion of the Milwaukee and St. Paul, of the Northern Pacific and the Great 
Northeni, and possibly of the Erie. Such consolidations mean a great deal to the 
public in the amount of securities which are issued by the terras of the lease or 
purchase, and the public have a right to know what those terms are. Fortu- 
nately you can always get information on those points because invariably in any 
such dealings there is a class of di.ssentient landholders or stockholders who 
only crave the opportunity to reveal what they know or what they think they 
know respecting the transaction; and very much interesting and highly valuable 
information, from the public point of view, may be forthcoming by choosing a 
few of such men who have an interest in the road, and whose interest it is to talk 
about it afterwards. 

Q. (By Mr. Phillips.) When this consolidation occurs on these lines of which 
you speak, the reorganization usually pays on its own capitalization, and also for 
the leased road’s interest on the stock and interest on the Iwnds?— A. That 
dewnds entirely on the terms of the lease. 

Q. In a great many cases that is the case?— A. Yes. 
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And then on the same system of roads they are paying 3 or 4 different kinds 
of interest?— A. Yes. 

Q. And in that way they can have more fixed charges, can they not, and not 
issue any new bonds?— A. I understand that that was their result formerly. I 
have not had time to go into it fully enough to work over some of the most recent 
reorganizations, but I understand from working over others, preliminarily, that 
they have first of all greatly simplified the number of issues. Instead of there 
being 8 or 10 different liens on different lines of track they have reduced those 
to 1 or 2. They have very considerably cut down in most cases their fixed 
charges; that is, the amount of interest charge is less because the rate of interest 
is lower. They can refund practically for 3f per cent or even 81 per cent where 
formerly they nad to pay on those fixed charges 6 or even 7 per cent. But they 
have not decreased the amount of stock. The amount of stock in many cases has 
gone on increasing, as in the instance of the Atchison, which I mentioned. The rea- 
son for that is in part, as far as I can discover, that persons who are represented by 
all of those 8 or 10 different securities resting on a given line are not willing to 
accept in place of their own securities others of a lesser par value than those 
which they formerly possessed. The result is that many people are satisfied to 
get a large amount of stock in par value which does not sell for much on the 
exchange, to have their own old securities rather than get a few shares of some- 
thing which perhaps will sell higher. There is always a possibility, when you get 
a large amount of stock that is i)erhap8 worth $2 or $3 or $5 a share, that it may 
run up toward par; and, of course, the profit will be correspondingly increased. 
But all of those 8 or 10 classes of security holders, as in the complex case of the 
Heading, wish to be remembered in the reorganization by a certain amount of 
stock, which they hope will go up toward par later. All of them being remem- 
bered, and being remembered by a large amount in par value, the result is that 
through the reorganization you have got more stock and bonds than you had before 
you went into it; whereas the real cause of the receivership and of disaster was 
that they had too many stocks and bonds in the first place. It is an anomalous 
condition which is very difficult to meet by legislation, but which I believe can 
be met in part by enlardng the powers and putting the control over such finan- 
cial operations into the hands of the Interstate Commerce Commission. 

Q. (By Mr. Clarke.) I would like to ask a (juestion concerning a statement 
winch you made to the effect that the Canadian trunk lines are not subject to the 
interstate-commerce law. I assume that you are aware of what was reported 
the Interstate Commerce Commission, on page 88 of its annual report for 1892, 
to the effect that it was admitted before the commission by the attorneys for the 
Canadian Pacific and Grand Trunk railways in a hearing at Cliicago on the 14th 
of .July, 1892, that those roads are subject to the law to regulate commerce applied 
to them and their transportation, interstate and international, not only to points 
in Canada but to all points through Canada in which they are engaged in traffic 
in every particular. I would like to inquire if you have knowledge of any change 
in the situation from 1892 to the present time? — A. I believe that your statement 
is correct. I should, perhaps, modify the statement that I made and place it upon 
this basis, that the Canadian roads are allowed by the American roads a differen- 
tial in order, so far as I can discover, not to bring that question to an issue; that 
is, rather than fight it out they have allowed and do allow in practice the Cana- 
dian roads to charge less for a similar haul than the roads allow themselves in 
United States territory. The impression which I have very strongly is that these 
roads and their status are different from the situation which is described in 1892. 
For no other reason can I explain the undoubted desire of the trunk lines to 
secure some additional tariff which should be imposed, as by the act of 1897 upon 
traffic which went outside of the United States. I had always supposed that there 
must be some such information upon it, but it would require a definite examina- 
tion of the law to determine that point. 

Q. Are you aware that the trunk lines in the United States, or at least some of 
them, made an effort before the Joint High Commission between Great Britain, 
Canada, and the United States, 2 years ago to get an article in the treaty which it 
was supposed they would enter into, authorizing the President of the United States 
to suspend the transit-in-bond privilege in case he became satisfied that the Cana- 
dian roads were violating the interstate-commerce law? — ^A. I was not aware of 
that fact. 

Q. (By Mr. Farquhar.) I think there was a statement made here with respect 
to New England people that there was a discrimination in their cotton and fab- 
ric shipments in favor of the South.— A. That is not so; the opposite seems rather 
to be true. May I give one illustration there? A cotton manufacturer gave me 
this the other day. It shows in a way one of the burdens which rests upon these 
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cotton mills in the South in the matter of railroad rates, the southern territory 
being more nearly pooled than are other parts of the country. The rate on starch 
per 100 pounds, from Peoria, HI., to mills at Chicopee and other New England 
points was 15 cents. The rate on starch from Peoria, 111., to cotton mills owned 
by the same corporation within the southern territory for the same service was 
61 cents. He quoted this to me from a bill which had just come in for freight 
on his starch. In other words, for a distance very considerably greater— I should 
judge, by the map — 16 cents was paid, whereas to the southern territory the rate 
was 51 cents. That illustration of the rates into the southern territory is indica- 
tive, I believe, of the rates which apply out of the southern territory. A cer- 
tain burden is thus imposed upon the southern manufacturer in that territory for 
that reason. 

Q. (By Mr. Clarke.) To recur now to the transit-in-bond question, would not 
the suspension of that privilege be a great damage to the shippers over those roads 
located in New England and the West and South?— A. Yes. 

Q. And would they not be punished even worse than the railroad companies 
themselves would be?— A. I think so; yes. The continuance of shipment under 
some just conditions is of very vital importance to the industries of that section 
of the country. 

Q. Therefore inasmuch as the Canadian roads have admitted that they are sub- 
ject to the interstate-commerce fict, and inasmuch as it is certain that the Ameri- 
can ends of those through lines are subject to the interstate-commerce act, is it 
not better that the inter.stato-commerce act should be enforced, than that there 
should be any suspension of the privilege of transit in bond?— A. I should say so. 

I am not familiar with much (M the law that would bear upon that point. 

9’ (^y A. L. Harris.) Is it true or not that the through export rate from 
tins country, say to China, are lower over the Canadian Pacific road than they 
are over any of our roads?— A. They are not to-day. As I understand it, they 
should bo according to agreement. The Canadian Pacific is allowed by agreement 
(jf the American roads to charge a lesser rate than is charged by the other trans- 
(jontinental lines, but in practice to-day shipments are going to Seattle and San 
Francisco within tlie territory of the United States at less than the rate that was 
to be allowed the Canadian Pacific, by reason of this rate war that has been on in 
Massachusetts during the last few months. 

Taking the inland rate and the ocean rate as a unit, and the point of export 
being China or any other Pacific point, is there anv advantage in shipping over 
thf' ( anadian Pacific road?-A, I think not. I think a through bill of Jading is 
gi veil in each case. So far as rates are concerned, I think not. In addition to the 



mainy ov compeution wiiii water carriage, and the rate is entirely the same, as I 
have said before, from any point east of the Mississippi River to the Pacific coast. 
Ihe rate from Chicago to San Francisco is to-day precisely the same— I mean on 
paper--as the rate from Boston to San Francisco or from any other point east of 
the Mississippi River. 

That is sugpstive to my mind as showing how little geography counts in the 
matt er ot railroad rates at the pre.sent time. The same rate applies over vast 
^xijanses of territory \\uth the exception of the Southern States. North of the 
Uliio and east of the Misrissippi you can ship from any city to the Pacific for the 
same figure. That puts Boston and the other Eastern manufacturing towns that 
are shipping products to the Orient, of course, on a par with manufactures that 
are springing up in other parts of the country. The whole subject of import and 
export rates is a highly important one. 

Ti testimony of Mr. Ripley was resumed, as follows:) 

i fie Witness. The whole matter of export and import rates is in an inchoate 
onclition at the present time. The Interstate Commerce Commission has particu- 
larly attempted to prevent discrimination on shipments from interior points to 
roreign countnes on the ground that they place our own manufacturers at a dis- 
advantage in competition with foreigners; in other words, that it was not in 
accord with public policy that the freight rate from Chicago to Liverpool should 
fie less for the entire haul— rail and water— than the rate from Chicago to the 
local consumer at Boston or some intermediate point. The Interstate Commerce 
adjudged, as I understand it, but the Supreme Court of the 
11 • supported the contention of the railroads, 

^pecially in the case of the Texas and Pacific RaiRoad, in which the right of that 
M Si® ^ Orleans to San Francisco on goods which had come 

TO jNew Orleans from Liverpool by water— to make that rate from New Orleans 
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to San Francisco not more than one-third of the rate which a New Orleans manu- 
facturer would have to pay for the same transportation; in one particular case, 
for instance, the Texas and Pacific Railway discriminates as^ainst the shipper 
from New Orleans to San Francisco and in favor of the shipper in Liverpool who 
ships to San Francisco, via New Orleans, by water. The discrimination was from 
50 to 200 per cent, as appeared in the testimony in that case. The Supreme Court 
decided that a railroad was justified in thus discriminating against an American 
producer, in favor of the one in Liverpool attempting to put down the goods in 
San Francisco in competition with him, and they did so on this ground, that the 
rate from New Orleans to San Francisco by land must meet the competitive rate 
by water, and also that the combined rate from Liverpool to San Francisco — by 
water to New Orleans, thence by rail on to San Francisco — that that mixed rate 
must meet the straight water rate from Liverpool to San Francisco; that the 
minimum fig»ire in either case was determined by the conditions of competition, 
so that if the Texas and Pacific did not take these goods for one-third of what it 
charged the domestic producer in New Orleans, that these same goods would not 
go via New Orleans at all, but would go entirely by water. They said this was 
not a discrimination against New Orleans. The conditions of competition exist, 
and it is an advantage to New Orleans that this business goes through that city, 
which otherwise would go entirely by water. The situation, then, is this: While 
the Interstate Commerce Commission has attempted to rule out such import and 
export rates the Supreme Court has upheld them, and the status of the question 
under the law is consequently mixed. In another case, on books, buttmis, car- 
pets, hosiery, etc., the domestic rate from New Orleans to San Francisco was 
$2.88 per hundredweight, while the total rate on imported goods from Liverpool 
was $1.07, and the Texas and Pacific got only its proportional amount of that 
$1.07; the result being that while the New Orleans producer was paying $2.88 for 
his transportation, the Liverpool producer was getting the same number of miles 
haul for a fraction of $1.07. 

That is a question which should, it seems to me, be investigated (piite thor- 
oughly respecting the various phases of it as they occur in this cAUintry. One I 
have already suggested; the haul across country from New Orleans is very 
important; another is the transport of cotton goods from New England manu- 
facturers to the Orient, they then being carried by water from Vancouver, 
Seattle, or San Francisco. The existence of these low export rates to the Pacific 
is absolutely essential to the manufacturers in order to keep them on a par ydth 
manufacturers who can send the entire way by water. Unless the Pacific lines, 
therefore, are to carry these cotton goods for a figure which will be less than they 
would charge for canying the same cotton goods for consumption in California 
or Colorado, the goods will not go that way. They will either go entirely by 
water, or the market of the New England manufacturer will be restricted. That 
is another phase of the same question. 

Turning it the other way round, wo have to consider the export rates and 
southern California fruits which are destined for Europe. Whether the con- 
sumer in the eastern part of the United States shall pay more for the haul entirely 
on land within the United States— far more than shall be charged for goods which 
are to be consumed in Europe and which are to be hauled three or four times the 
distance— is the question. The existence of a great many industries depends on 
their continuance under certain regulations. As I say, the law is very mixed at 

S resent. The continuance of that system is a problem not peculiar to the United 
tates. They have the same thing in England. Here is an extreme case which 
was brought out in part of the testimony before the Interstate Commerce Com- 
mission: Tin plate was carried from Swansea to Liverpool, thence to New York 
and to Chicago,via Pittsburg, at a total charge less than the published rate from 
Pittsburg to Chicago; that is to say, the producer of tin plate in Pittsburg, 
attempting to sell his product in Chicago, was paying more for that haul of a 
few hundred miles than did the producers of tin plate abroad. I believe that 
here is a serious question involving the rights of the consumer in this country 
and of the producer, upon which testimony might be collected which would have 
a very definite value, , . 

Q. (By Mr. Clarke.) Have you studied that problem in connection with the 
same business, in the application of the principles of a protective tariff to it also? — 
A. I have not. I can see that in many cases the existence of these imx»ort rates 
may nullify or render of far less value certain protective duties which may be in 
force. It would wear them out altogether. But it is a highly complicated ques- 
tion which I think should be investigated from the point of view of facts collected 
in the field. , , , j . i. . 

Q. (By Mr. Phillips.) Have you any facts in regard to farm products being 
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shipped from the West thronsh to Liverpool?— A. I have not any further than 
this, that I think it can be established that these products will not go through to 
Liverpool without a special concession in rates; or rather that the trunk lines can 
not live if they give to all their traflSc as low a rate of freight as they have to be 
contented with on traffic ^oing abroad. The distinction between import and 
export rates is clear. The import rate concerns the producer in this country; the 
export rate bears a little differently, because it concerns the railroad; that is to 
say, the railroad can not live on the few cents per bushel or per hundredweight 
on all its traffic with which it must be contented on its export traffic alone. The 
road could not live if it got no more than that on its traffic. It is one of the most 
complicated questions in the whole domain of rates, and I think a comparison of 
tlie conditions in our field with those that have had to be met under the laws of 
Eimland and other countries would be highly suggestive. 

The question of import and export rates also becomes important as bearing upon 
the matter of personal discrimination. The Eastern Trunk Lino Association in 
April of this year was obliged to make a ruling (and there was a great deal of 
opposition to it) respecting the character of goods which were coming for export. 
Wo will say a shipper from Chicago or Milwaukee, or some other Western point 
of shipment, sent a package of goods on an export through bill, and consequently 
at a low rate, but included in that package a number of goods destined for local 
delivery in New York. Then when they went through the hands of the shipping 
agents in New York they removed from the package that part intended for local 
delivery, thereby getting the advantageof the low export rates on goods intended 
for local traffic, making a very considerable profit in that way. The ruling of the 
Trunk Line Association, if I remember rightly, was that whenever the package 
contained goods destined for abroad and charged consecpiently a low export 
through rate, that package should bo charged less than carload rates; that if it 
contaiiK'd any goods destined for local shipment, that should vitiate the contract 
and that higher local rates should be ])aid on the entire package. 

Q. (By Mr. FARyoHAii.) How could you emasculate the through bill of lading 
by subtracting a part of the goods in New York?— A. I think they were content 
to pay the entire through rate on the whole package of goods; it was cheaper to 
pay on the whole package of goods through to Liverpool than to pay the local 
freight rates on a portion to New York. 

Q. Would they have to rewrite the through bill of lading?— A. 1 have from the 
New York Journal of Commerce a statement about that, which may perhaps 
cover that particular point. The exact rule adopted by the Trunk Line Associa- 
tion freight committee provides that when any local goods are shipped in the car 
with ex])()rt freight, less than carload rates must be charged. 

Ther(* is another phase of investigation, of which I know very little, but which 
I think has an important bearing on the distribution of industries, and that is the 
effect of tlie ba.sing-point system in the Southern States. I have tried to get 
information about that from several sources, but find it difficult. It is essentially 
different from the condition^ that prevails in the traffic north of the Ohio. I 
understand the influence of it is still more strongly felt than in the North, to 
concentrate industrial activity at particular places. I refer to the way in which 
they build up all the rates from certain basing points. 

Q. (By Mr. Clarke. ) Do you understand the matter of basing points is peculiar 
to the Southern States?— A. I suppose it is developed further there than elsewhere. 

I can illustrate that to you by a diagram which is published by the chief inspector 
of the joint rate and inspection bureau of the Trunk Line Association at Chi- 
cago. This map is published by the railroads for the use of their agents and 
shows the distribution of the percentage rates on the Chicago and New York 
basis, which is the nearest approach in the North to the Southern basing-point 
system; that is to say, the distance from Chicago to New York is always taken 
as 100. [Here the witness used the map as he proceeded with his testimony.] In 
parts of this territory shipments from any point within it are 90 per cent or the 
Chicago-New York rate, whatever that may be. The rate may be modified by 
agreement between the railroads. It may be 75 cents on a certain class, or fall to 
00 cents, or go up to 80 cents, but whatever it is, it is 96 per cent of that rate in 
this section of the territory. Within other parts of the territory it is 95 per cent 
of that Chicago-New^ York rate— 65 or 80 or 110 per cent, or whatever it might be. 

Q. How long has that system been in voffue?— A. I think for a great many 
years; I can not state directly, but it is the basis of the entire east-bound ship- 
ment at the present time. This is within Central Traffic Association territory; 
furUier to the east the rates are regulated by the Eastern Trunk Line Association. 
It shows more clearly than anything else, I think, the way in which competition 
upsets geogi’aphy. Rates do not confonn to distances at all; while roughly corre- 
sponding to them, they do not follow directly a distance basis. 
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The Canadian territory, you will see, is divided in the same way, with the vari- 
ous shipping rates. To my mind that would come out very much more clearly 
if 60 per cent, for instance, were white on the map and it gradually came down 
in shade until you ran up to 123 per cent, as you sea in the northwest sections of 
this country, in which the absence of competitive conditions bears heavily on 
industrial development. 

Q. (By Mr. Tompkins.) I have heard the statement made that English ships 
are giving lower rates to New York and to Shanghai than from Liverpool to 
Shanghai. Do you know anything about that?— A. I know nothing about it. 1 
should be glad to know. The question of ocean freights is one upon which it is 
exceedingly difficult to get evidence; lying entirely without the territorial juris- 
diction of the several countries, material is far more difficult to obtain than it is 
in tlie matter of railroads; but of course it is and should be an essential part of 
any inv(?stigation of import and export rates. 

Th(j next topic which I had marked in your topical plan was that of classifica- 
tion of tiHiight. The Interstate Commerce Commission and the various conven- 
tions of the State railroad commissioners from all over the country have attempted 
and are still seeking to devise a uniform classification of freight for the entire 
United States. At present there are in the neighborhood of five such classifica- 
tions, the principal one of which, known as the Official Classification, covers the 
territory east of the Mississippi— that of the Eastern Trunk Line Association; 
another covers the far Western States and is known as the Western Classification; 
another covers the territory south of the Ohio and is known as the Southern 
Classification; and then several of the States, Illinois and Iowa, I believe, pre- 
scribe by law what the classification of freiglit on their railroads sliall be. 

I have already spoken of and tried to emphasize the fact that (dassification 
means high or low rates. That is to say, you may have a reduction of rates on a 
railroad, but if boots and shoes, which formerly went second class, are by the new 
classification moved up into first class, the reduction of the general schedule may 
bo offset or more than met by that device; and a great many classifications have 
been changed since the enactment of the Interstate Commerce Law— probably 21 ; 
the twenty-first of these classifications in the eastern territory has just i)een 
published within a week. 

Absence of uniform classification occasions very great difficulty when a man 
wi.shes to ship a certain class of goods from New York over into Nebraska, owing 
to the fact that his commodity may be first class under the official classification 
of the lines east of the Mississippi, and from that point on those same goods in 
the other classification of the Western States may be rated second class. It occa- 
sions difficulty in the assessment ot charges, and it makes it exceedingly difficult 
to compare the movement of rates to-diiy witli those that prevailed a year or 3 
years or 10 years ago. It is almost impossible to trace the movement of rates 
which extend across lines of division between different classifi(;ation territories. 

The result of all this is, as I .said in the beginning, that the Interstate Commerce 
Commission and the annual conventions of State railroad commissioners have 
sought to prevail upon the railroads to devise themselves a universal classification 
which shall apply all over the country, so that oranges shall be first-class freight 
in New England and first-class freight in California; so that cotton goods shall 
be first class from one end of the country to the other; so that all those articles 
which do not go at commodity rates shall be similarly classified within the entire 
territory of the United States. 

The difficulty in the way of so doing is very considerable, although tue advan- 
tage would undoubtedly be great; and the difficulty, as 1 understand it, is that a 
commodity in one part of the country is the ordinary product of the soil, while it 
becomes at a distant point from production perhaps a luxury, and that conse- 
quently the railroads, in charging as they do at the present time what the traffic 
will bear, must charge at a low classification in the country of production, but 
when you get into the country where it becomes a luxury they might otherwise 
charge more without killing the business. In other words, to illustrate, oranges 
in Califoniia are the product of the soil— the common product of a local industry— 
and to put oranges first class in California is to levy an excessive burden upon 
that community. Oranges are worth comparatively little by the boxiii that place, 
but transport tnose oranges to the northeastern corner of the United States and 
they become worth so much a dozen. This increase in value makes it possible to 
move them up in the scale of classification and to charge correspondingly more. 
Suppose they were to ^ply a uniform classification and make oranges first class 
throughout the entire United States, the result would be that the first-class rates 
on the California roads, which are very high, would he such as to simply smother 
the industry. Suppose, on the other hand, that they sought to put oranges in the 
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fourth class; the result would be that oranges, which are expensive to handle and 
which require quick shipment through the New E^land temtory, would be yield- 
ing a great deal less to the railroads than other traffic of a similarly valuable kind. 

An illustration has come to me equally suggestive as bearing on manufactures, 
as follows: Through the Indiana, Ohio, and Illinois industrial territory agricul- 
tural implements are manufactured and shipped west in considerable numbers. 
Wood enters as an important element into the cost of production of these goods. 
Tliey are the product (as were the oranges in California) of local industry, and it 
is to the interest of the railroad and absolutely essential to the prosperity of that 
section that those commodities should go at as low a rate as will yield a small 
profit to the railroad. But transport those Siime agricultural implements to 
California, where they have no wood and where the implements are needed for 
the development of tlie country, and charging what the traffic will bear will 
make it possible to classify these same implements not in third class, but perhaps 
first class. If the roads in California refuse to agree with those in Indiana, Illi- 
nois, and Ohio in acc(*pting first-class rates on oranges, they wr)uld cut off the 
kind of traffic from which the Eastern roads make a p-eat deal of profit; hut, on 
the other hand, for the roads in Indiana, Illinois, and Ohio to refuse to accept a 
low classiffi'afion on agricultural implements would similarly cut off from the 
Western roads a kind or traffic which is most profitable to them. 

There should he, it seems to me, a sort of reciprocal interest here. Freight is 
going from tin; East to the West which is a product of the country in the East 
and wh'ch becomes a luxury in the West. Many products in the West are very 
cheap there, but when they come to the East they are so valuable they will bear 
higher classification rates. The whole question of uniform classification involves 
an agreement bcitween all these railroads and a recognition of the fact that what 
one road loses on certain kinds of traffic it will gain on others at either end of 
the line. Whether there will be such a gam on the one hand as to offset loss on 
the other will depend on the character of the product. The attempt so far to 
l)ring the roads together has been unavailing, although great progress has been 
made. One of the greatest services of the interstate-commerce act lias been that 
it has been influential to some degree in removing the great number of arbitrary 
classifications which were formerly in force. In 1883 on the Wabash road they 
had 0 different classifications in force on the line of that road. Thev had the 
classification of the Middle and Eastern States, which divided freight into C 
classes; th(!y had the classification of the Southern Railway and Steamship Asso- 
ciation, with 18 classes; they had the classification of the Mississippi Valley, with 
5 classes, and so on. The result was that if you wanted to know how much a 
certain kind of service was going to cost, it took an interminable calculation, not 
at all unlike the calculations when they had the old State-bank notes and you 
had to cai ry a list in your pockets to show what each of the particular banks was 
good for, It was im])osaible to figure out what the rates would be in advance, 
and the shipper was at the mercy of the railroad. They charged what they 
pleased and gave him a statement that his shipment went through certain classi- 
fication territories and that the rate was so and so much. Those highly complex 
conditioiLs liave been replaced by the comparatively simple situation to-day of 5 
or 6 principal classifications, and it seems not unlikely that the ultimate result 
may be the acceptance by all the roads of a uniform schedule. 

The next topic marked was ‘'Consideration of advisability of prohibiting by 
law tlie increase of stock by interstate railways without a governmental jiermit 
therefor.” I have already spoken of this this morning, I believe that it would 
be a modification of the law which would be of very great advantage in that it 
would gi ve the commission a certain control over the roads, they having something 
which the roads wanted and which the commission alone could give. Whether 
such an amendment is pos.sible under present conditions remains to be seen: but 
it it could be done as it is in Massachusetts it might go far to supply the present 
inability of the commission to prescribe what rates are reasonable and what are 
not. It would strengthen their hands very largely and would eradicate some of 
the unstable practices of stockjobbing at the present time. Although some 
phases of stock watering are not altogether bad and certain phases oi it seem to 
bo essential to the legitimate development of the property, what is legi^' mate and 
what is not depends upon the value of the property, the cost of duplicating it, and 
its earnings, in relation to the par value otthe issues alrea(k out. 

A very highly complicated question, and one in which I would suggest that 
your commission might gather material which should have value, would be a 
study of tlie movement of capitalization in, we will say, the last 10 years; the 
^^termination of the amount of such capitalization, which consisted of stocks as 
distinct from fixed charges, such as bonds. 
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A great many of onr roads in this conntry are redncing fhefr bond iranes and 
Bubstituting stock, for the reason that an issue of stock is a onrclen which may 
be laid down in time of depression; that is, dividends are not necessarily mid on 
stock. On the other hand bond charges must be met regularly or else there is 
bankruptcy or receivership. The dimculty in such substitution is that it is only 
an exceedingly strong road that can issue stock. The Eastern trunk lines can 
issne stock at a very considerable fi^re above par if they choose to do so. Of 
course, ordinarily, in any State outside of Massachusetts, such stock is issued to 
the stockholders at a bonus and the profit to the owners consists in the difference 
between the market value of the stock and the par values at which it is issued. 

Another point in the investigation of capitalization worth consideration is the 
degi'ee to which many of our large railroads are owned in this country or abroad. 
That is a matter of great public interest. An investigation has recently been 
made and published in the Yale Review. The information in the main has been 
gathered from foreign bankers to determine what railroads in this conntry are 
predominately owned in Europe and what are not. The financing of a railroad 
in Europe is almost always different from the financing of a railroad in this coun- 
try. The English investors will buy bonds when they will not buy stock. The 
English traditions make the ownership of bonds seem more secure than stock; 
and in the roads like the Erie and Pennsylvania, in which foreign ownership is 
comparatively high— the Erie particularly, the influence of foreign traditions in 
the way of financing make themselves clearly apparent. 

The degree to which the railroads are putting earnings back into the property 
or paying them out in dividends could also, I believe, be determined by a cartd’ul 
investiption. Some of the roads at the jn'esent timc--for instance the New York 
Central— are paying a low rate of dividends because they are turning a large 
amount of surplus earnings back into the property in straightening curves, put- 
ting in new stations, and especially in developing terminals. Many of the other 
roads pay out money as fast as earned and those dividends show exactly what 
burden is resting on the public. 

Q. (By Mr. Fauquhar.) Do you think you could find out what the American 
railroads realized from bonds that were sold in Europe?— A. You mean at v'hat 
discount or premium? 


Q. Yes; is there any means of finding that out?— A. There is one means always 
open to an investigation of this question, and that is the testimony to be had of 
the dissenting sto^holders or bondholders in any proposition. Whenever any 
financial operation is carried on there is nearly always some stock or bond holder 
who is willing to report— who would, perhaps, for instance, be willing to testify 
before your body. ' 

Q. In any investigation you might make of this so-called stock watering would 
it not he a very good thing to find out wlndher bonds were sold for (50 and 62 and 
65, and whether those bonds have paid interest since that time, and whether it has 
been a permanent debt on the road and bonds have to be issued by that road in 
the future to cover the difference between par and the selling price in Europe?— 
A, Precisely. 


Q. Is not that fair? You would not call that stock watering?— A. That would 
not be technically stock watering, but it has the same effect; it increases the 
amount of securities outstanding. 

Q. But legitimate as a matter of accounting?- A. I should say so. To cite 
another instance, take the Chicago and Alton road which, as I mentioned this 


morning, in the opinion of many men whose judgment is worth having, has been 
as flagrantly watered in the last two years as any road in our country. Its volume 
of securities has increased from about $42,000.000, 1 believe, to something like 
$120,000,000, an appreciable part of that increase going as profits to the persons 
who carried through the deal A large part of these bonds were sold, as I have 
been told, as low as 65, and they were then resold in Europe as high as 95, the 
difference of 80 going to the persons who carried through the deal. 

I think a most suggestive line of inquiry would be to describe a half dozen of 
these recent examples of manipulation which have borne very hard on the investor, 
and wliich can not but have a profound result upon the public, if those roads are 
to eaiTi any return on that capital. A detailed investigation of certain of these, 
with such information as could be obtained from the railroad and financial jour- 
nals of established standing, and, in addition, from such testimony as might be 
obtained from witnesses— such a detailed investigation would have definite value 


in TOinting a way to the reform of our laws along the Massachusetts line. 

One more topic I have to speak uwn, that of taxation, and here I can only refer 
you to the attempt in Michigan under the present law to tax the franchises of all 
its public-service corporations — one of the most interesting and suggestive experi- 
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merits that has come to my notice for a long time. I spent a dav, about 2 weeks a^o, 
iri the tax commissioner’s office, and went over rather carefully the means which 
they have adopted there for taxing the franchises of those public-service corpora- 
tions. The law makes an attempt to distinguish between the tangible physical 
property in rails, in graded right of way, in bridges, in stations, and tne non- 
physical property of that corporation, which consists in its right to be and to do 
business. They have attempted— and it seems to me that it is being done in a most 
thorough fashion— to determine how much it would cost this year to reproduce 
every kind of a public-service corporation now in the State of Michigan— the rail- 
roads and the street railroads, the ^as and water companies, the plank roads, the 
dams and locks, and electric-lighting corporations, and others of that sort. In 
other words, they consider for the moment the State of Michigan covered with 
virgin forests, and they ask how much it would cost to-day to put all these prop- 
erties into place and into operation as they stand. A large number of en^neers 
are traversing the State from end to end, literally counting the rivets in the 
bridges, etc. For one of the railroads, showing you into what detail they go, 
they report as to the number of rails, the kind of track fasteners and frogs, 
switches and cro8.sings, the kind of tools, the cost of loading transportation and 
unloading the fixtures, etc. In other words, How much is that entire railroad 
worth to-day solely as tangible physical property? Then they ask— and this con- 
cerns the nonphysical element— How mucli is that road earning to-day; how 
much has it earned on an average for the last 10 years, and what is a fair capital- 
ization of those eaniings? After which they endeavor to determine the difference 
between the tangible physical property, which is taxed under the general property 
laws in Michigan, and this vastly larger sum which is the capitalization of the 
earnings which that road is making. The difference between those two is what 
they call the franchise, which, under the law, is subject to special taxation. 

A doubly interesting problem is presented; first, the arithmetical means by 
which th('y attempt to determine the franchise value, and second, that as an 
indirect result of this they are going to know just how much all that property is 
worth. It is, in fact, a census of the public-service property in the State of Mich- 
igan. If it were under our Massachusetts laws, and they were strictly construed, 
the capitalization of all those public-service corporations would exactly equal the 
value of the tangible physical plant. We have no such a thing in Boston in the 
theory of the law as a franchise value. It does not apply to the corporations in 
Boston, and but to a few of those which are so large as to be exempt by law, but in 
the case of all the others the actual property is supposed to equal the capitalization. 

Q. (By Mr. Clarke.) When was this Michigan law enacted under which this 
iiKiuiry and appraisal is being made?— A. I believe it was in 1899, although it 
may have been the latter part of 1898. 

A new law?— A. It has this objection, and I think a proper one, that it is 
unlair to expect every railroad in Michigan to bring down its capitalization to 
what it would cost to build that railroad to-day. When those railroads were built 
all the expenses of construction were greater, all the condition.^, risk, and every- 
thing else under which those roads were built were such that probably it cost 
them half as much again as it would to-day. The mere fall of prices since 1873 
will illustrate that point. 

Q. This ascertainment of value is for the purpose of taxation only, is it not?— A. 
It is for the purpose of taxation. 

Q. Then, of course, if it shows a lower valuation to-day than the cost was when 
the property was constructed, the railroads will hardly be the parties to find fault 
with that?— A. I have anticipated that most interesting results in that connection 

come out. I think that a discussion of that question— the rig^its of the original 
investor as against the right of the present coloration which holds the property- 
should form a definite element in any discussion of the proper basis of capitaliza- 
tion to-day, 

Q. Have you studied the increase in value with reference to the Illinois Central 
road system in particular?— A. No; not in particular. 

Q. I have heard that that affords one of the best illustrations of that subject 
that there is in the country, and I think when you do give special consideration 
to the question you had better look into that road.— A. I would suggest, if any 
analysis were made in this way, that instead of attempting to deal with the whole 
United States the situation be carefully looked over ana enough roads of each 
type be picked out, so that it would not look like a strike at a particular corpora- 
tion. Having chosen enough roads of each particular class, these should be 
analyzed in detail. A detailed analysis of financial matters is always necessary; 
you can not generalize without being exceedingly careful that your basis is cor- 
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rect. 3uch a study of the relation of prime cost to present cost of duplication, 
and then again the value of the property after it has depreciated, should all be 
included in any study of capitalization. May I illustrate what I mean there? 
They compute the cost of duplication of each railroad in Michigan and work it 
out in derail; then they ask, How much is that railroad worth for scrap? And 
they distinguish each particular class of property thus se^egated. One set of 
engineers estimates the cost of that number of miles of steel rails, how much are 
those rails worth as scrap, and how long is their nonnal life. If the rail’s life is 
normal, and if it is good for 25 years, the assumption is made that one twenty- 
fifth of the difference between the cost of new rails and scrap disappears in each 
year. Then, if the road has been built 3 years, three twenty-fifths of this differ- 
ence in value should rightly be deducted in order to determine how much tliat 
road is worth for use at the present time. In other words, the distinction is made 
for one of the first times in the law of our States between maintenance and 
depreciation. 

Q. (By Mr. Litchman.) Is there any elimination of stock?— A. This particular 
investigation is not directed to the question of stock issues, but that may come as 
a possible result afterwards. 

Q. Is it not true that the capitalization covers not only the first cost, but all 
improvements in some roads?— A. It does in some roads. In others it varies, as 
in the instance of roads which, like the old Chicago and Alton, had been so con- 
servatively financed that the capitalization represented only 60 per cent of the 
value of the property. A responsible financial journal states that 2 years ago 
the amount of stock and bonds issued by this road represented only about 60 
per cent of the tangible physical value of that road. That is uiider-capitalization. 

Q. The capital stock remains a permanent burden upon the public, does it not, 
assuming that there is a dividend on the stock?— A. It does. 

Q. Then a continual addition of stock for expenses that ought to be charged to 
construction tends to increa.se that burden?— A. It does. 

O. Tends to make the amount to be earned to pay dividends on the stock larger, 
ana consequently the burden on the public larger?— A. It does. 

O. What do you think of the advisability of some plan whereby a system of 
sinking fund should be compelled to eliminate that cost, and eventually reduce 
the burden on the public by reducing the amount of the capital stock?— A. That 
is already done by conservatively financed roads, except that they do it by other 
means than sinking funds. They do it by ijutting a larger and increasing propor- 
tion of their earnings back into the property instead of paying it out as dividends. 

Q. In other words, they charge it to operating and do not issue new stock?— A. 
Yes; they charge it to operating expenses. A study of the policy of the conserva- 
tive roans— by conservative I mean in this respect solely as compared with the 
roads which have been unwisely financed— would be of great value in determining 
what the proper policy of any laws should be in control. 

Q. (By Mr. Phillips.) What would be your view in regard to re(iuiring the 
roads to set aside a sinking fund to liquidate their bonds? — A. The only difficulty 
that suggests itself to my mind would be that the status of those sinking funds 
would be highly complicated if the roads went into the hands of a receiver before 
the final burden of securities were paid off. For instance, suppose we have 10 
years from now another period of depression, and railroad eaniings decrease so 
that a good many of the roads which are now heavily charged with bonded and 
stock securities go into the hands of receivers. If those roads were carrying a 
very considerable sinking fund, the legal position of that property, so vested in a 
sinking fund, might lead to legal complications. I am not enough of a lawyer to 
state exactly what would be the case; but before any proposition for the regula- 
tion of capitalization can ever be wisely made, it seems to me that the relation 
between these several elements of prime cost, cost of duplication or depreciation, 
etc., should be investigated in the fullest manner and proi^erly correlated. 

(Testimony closed.) 


Washington. D. C., January j 4, JOOL 

TESTIMONY OP MB. HENBT C. BABTEB, 

Secretary-Treasurer International Longshoremen's Association. 

The commission met at 10.49 a. m., Mr. Phillips presiding. At that time Mr. 
Henry C. Barter, secretary- treasurer International Longshoremen’s Association, 
Detroit, Mich,, was introduced as a witness, and, being duly sworn, testified as 
follows: 
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Q. (B7 Mr. Farquhar.) You will please give your name and address and offi- 
cii position in your organization.—A. Henry C. Barter, secretary-treasurer of 
the International Longshoremen's Association; office address. oiiO East Atwater 
street, Detroit, Mich. 

Q. How long has your organization, as an international organization been in 
existence?— A. It was organized in the year 1892, in the city of Detroit, Mich. 
Tlmt was the starting of the organization. It was then not known as “inter- 
national; ” it was known as the national, but that is practically the sanu' organi- 
zation. In 1893 it was changed to an international organization. 

Q. At that time was it made up from locals? — A, At the beginning, in 1892, it was 
made up of locals of lumber handlers only; but in 1893 it changed the name of 
the organization to International Longshoremen’s Association and included every 
dock worker on the chain of lakes, Atlantic and Pacific coasts and riv(‘rs, anil 
the ports of Canada. I mean all ports of the United States and Canada— coast, 
lake, and river. 

Q. About what is your membership now?— A. Well, a (conservative estimate' 
would be 40,000; that means the lakes, Atlantic, Pa(;ific, tlie Gulf, Canada, and 
Costa Rica. There may be more than that, but I am giving a conservative 
estimate. 

Q. How frecpiently do you have your international convention?— A. Yearly, in 
July. 

Q. Are these delegate conventions from your locals?— A. Yes. Each local 
organization is entitled to 2 delegates, and they vote according to th(' memliersliip. 

Q. Wliat are your annual dues?— A. Our annual dues— the tax, as we call it— 
from lo( alsto international, you mean? 

Q. Yes.— A. Five cents per month. 

Q. Your local dues, then, are ditf<*rent in different sections of the country, ari' 
they?— A. Yes; they regulate themselves. Generally about o() cents per montli 
is what the members pay to local organizations for their local funds. The tax oi 
0 (cents p('r in(.‘mber is paid to the international. 

Q. Is that 50 cents per month colleicted during the 12 months of the year?— A 
No. On most of the ports of the lakes 10 months, some 8 months, some 9 and 
some 10, and a few 12 months, Avhere they have sick and deatli beiu'tits. 

Q. How many of your locals have sick and death bent'fits proportionately to 
the whole?— A. About 20 per (cent. 

Q. Could you at the mesent time give any idea of these benefits and what they 
aniount to?— A. Yes. I will take one particular organization— that of Aslilamt. 
Wis. Tliey pay $-■) a week sick benefit, and at death $100, and tliey hire a band, 
and the members turn out in a body. They also have a large burial lot in botli 
cemeteries. Catholic and Protestant, where members ar(‘ buru'd; that is, if the 
family (diooses. If a man has been disabled, and $5 a week is not enough, they 
invariably give him more, generally to nu'et conditions— where it is necessary, 
possibly, to b(! in a hospital, if ho has not a family, and it is necessary, probably, 
to give him a little more to keep him decently. 

Q. Have you any insurance features in your organization?— A. No; the int(cr- 
national has no beneficial features; that is, in regard to sick benefit or accident 
insurance. 

Q- The 5 cents is for what— the expense of the international organization?— A. 
Meeting expenses in the international organization, paying salaries, and paying 
expenses of attending conferences and (conventions. We ])robably attend more 
conventions than any other organization in the country. We meet several times 
a year with our employers. 

Q. Have you any arrangement for a defense or .strike fund?— A. No. 

Q. (By Mr. Lttchman.) Are your beneficial features ther*' e.stabli.shed by rules 
of tii(j international organization or left with each local to make their own arrange- 
mentj*— A. Left to each local organization. Each local organization affiliated 
with our international is guaranteed its own local autonomy. 

Q. How do you do in the case of strikes? Do you make assessments on a local, 
or do you make assessments of the others to help the local out?— A. We have not 
made any assessments since the organization was formed. One thing we are 
blessed with— we don’t have many strikes, and our strikes are not of long dm-a- 
•^?i' organization been compelled to be assisted finan- 

cimly during a strike; only one case since 1892. 

Q. What case was that?— A. That was the Buffalo freight handlers, 
u organization in Buffalo at that time?— A. Yes; 

several. That was last spring when we were appealed to. In the si like 
or 1899 no appeal was made for funds. 

Q. Did you immediately handle that strike of 1899— your organization?- A. 
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No; I can’t say that we immediately handled it. We went there after the strike 
had reached a position where it was necessary to brin^ about a conciliation. Mr. 
Keefe was our representative in that trouble, and it was settled satisfactorily 
through the efforts of Mr. Keefe and also some other good citizens in Buffalo. 

Q. Was Mr. Keefe a member of that as well as the local and Lake Carriers’ 
Association?— A. Yes. 

(^. Have you had any trouble in Buffalo since?— A. We liad trouble there last 
spring. 

Q. What did that arise from? — A. That was from the package freight handlers. 
They were desirous of wiping out the contract system under Messrs. Conners and 
Kennedy’s dictation. 

Q. Could you state the reasons of the .strike in Buffalo in 181)9? — A. The strike 
in 1899 was for this reason: Prior to the .spring of 189!) the contract for handling 
the grain at the port of Buffalo was handled by Mr. Kennedy. In the winter, or 
in the month of January, 1899, Mr. Conners secured the contract. Mr. Conners 
attempted to introduce a new system. Prior to the spring of 1899 Mr. Kennedy, 
the old contractor, gave the men an equal division of a certain sum— a certain 
sum was paid the men— and that was supposed to be equally divided among the 
men who worked upon these boats. When Mr. Conners secured the contract, in 
1899, he attempted to introduce a new system; that was to pay the men by the 
hour instead of by the thousand, and he offered to pay the men !35 and 30 cents 
per hour. The men then struck and demanded the abolishment of the contract 
system entirely. The men were opposed to the contract system for many reasons. 
It was universal over the lakes prior to that time, and that was the reason of the 
formation of our organization. Most of the stevedores— that is what we call the 
contractors on the lakes— most of the stevedores controlled or operated saloons. 
The men were supposed to patronize the .saloons owned and controlled by the 
stevedores, and the men who patronized them best were retained and given perma- 
nent employment; but as our organization took hold it aimed to bring about the 
abolishment of this obnoxious condition, and this was one of the evils that the 
men had to contend with at the port of Buffalo. I had to visit Buffalo on many 
occasions, and visited there in the spring of 1899, and the men complained of this 
obnoxiou.s saloon system. They claimed that unle.ss they patronized the saloons 
they were not given work, and that they were expected to .spend a good deal of 
their money there. They fought for the abolishment of the system entirely, and 

f )ut up a very good, fair tight, with no attempt at violence There was some vio- 
ence committed, but not by the members of our organization. If 1 remember 
rightly, there was not one of our men arrested for any attempt at violence. The 
clergy there and priests took hold of the matter, and ex-Congressmaii Roland B. 
Mahany,and under their direction, and that of Mr. Keefe— Mi‘. Keefe was of valua- 
ble assistance there— they advised the men to keep away from the docks, keep sober, 
and obey the police, and .several conferences were held between the representa- 
tives of the Lake Carriers' Association and therepre.sentatives of our organization, 
and also Father Cronin and Bishop Quigley, for the purpose of trying to bring 
about a settlement. The lake carriers, through their executive committee and 
their counsel, Mr. Harvey Qoulder, made propositions to our representatives that 
the lake carriers would be parties to the contract, guaranteeing the men an equal 
division of the amount paid to them. They even agreed to pay 5 cents more than 
the men had received the season previous, if I remember rightly. In other words, 
the lake carriers would practically become a party to the agreement between the 
men and Mr. Conners; that is, they would see that it was carried ouc to the 
very letter. The men hung out longer, demanding the abolishment of the con- 
tract system, and demanding that the contract be let to them. 

Q. ihimediately to the local through the ofliccTs?— A. Immediately to the locals 
and their officers; but the carriers objected, and finally an agreement was entered 
into whereby the organization practically got the contract. The men got nearly 
all they contended tor, with the single exception of getting the contract direct 
from the carriers. 

Q. Was your trouble the fact that the Lake Carriers’ Association could not 
break the contract?— A. No; they could not break the contract, but the men 
practically had the contract, and Mr. Conners had to treat as a factor. All he 
received was 5 cents on a thousand for his work, when prior to that Mr. Kennedy 
had received 5 cents for the running of the contract, and the paying of the men, 
clerical hire, office rent, etc. But the agitation was kept up, and last winter our 
organization, through our international, was successful in gaining the contract. 

Q. At or about the time of the strike of 1899 in Buffalo, did Mr. Conners and 
others have contracts in other lake ports?— A. Yes; I was given to understand 
that Mr. Conners had contracts in Milwaukee, (ffiicago, and Glad,>tone, Mich. 
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Q. Did his contracts continue after that time, or did your locals get them after 
the settlement of the Buffalo strike?— A. Well, after the Buffalo strike our 
organization in Gladstone handled the contract. 

Q. How is it in Milwaukee and Chicago?— A. In Milwaukee and Chicago Mr. 
Conners still operates to a certain extent. He has not all the docks. There is 
competition in the stevedore system in Milwaukee and Chicago to-day. 

Q. Does Conners recognize your local unions in those cities?— A. We have not 
asked him to do so. 

Q. Is there much difference in the scale that he pays and what the locals 
receive?— A. In Chicago and Milwaukee? 

Q. Yes.— A. We have no organizathm of freight handlers in Chicago. We 
have an organizatioTi in Milwaukee, and I am given to understand that he pays 
tlie same wages as demanded by the organization in Milwaukee. 

Q. Do you know how long the Conners (Contracts continue; are they annual, or 
longer?— A . 1 understand they are let annually. 

Q. Has the Lake Carriers’ Association anything to do with the letting of these 
contracts?— A. N(>. 

Q. Wlierein does the Lake Carriers’ Association have any right (ir interference 
in resiiect to the making of the contracts on the lakes; what points?— A. Well, 
the lake carriers’ organization is organized mainly for h'gislative put 7 >oses. They 
have never taken up any particular contract, or taken uj) the question of issuing 
any piirticular contract, with the single exce'ption of the Buffalo contract; 
that is, prior to the spring of 18i)H; iuit siiK'.e that lime we do business with 
memb*'rs of the Lake Carriers' Union as dock managers, which is practically the 
lake carriers. But the organization of lake carriers, as a body, does not make 
any contracts tor the lotting or handling of boats, with the single exception of 
the Buffalo strike. 

Q. That is. the lake (carriers’ organization— it is not part of their constitution to 
interfei o witli th<*se contracts, and be a party to the making of the contracts?— A. 
That is right; that is purely a legislative body. 

C^. In the Buffalo matter was the saloon system the main point of difference?— 
A. Yes: the saloon system was th<^ main question. 

Q. Has that been abolished entiridy?— A. That is abolished entirely. 

Q. Is your local the party for the arrangements in Buffalo, for making the 
scale?— A. No; the international is the main factor. The local is a party to the 
contract. The int(‘rnational organization is looked upon as the main factor, but 
of course tlie organization at Buffalo is certainly a factor too. Our international 
organization— that is its bu.siness to secure the.sc contracts, and they always sign 
as the international, as rtqn-esentatives of the international organization; and the 
locals, too, are parties to the contract. 

Q. The i»resi(lent of your local union is one party to see that this is carried out; 
wlio is th(^ other party?— A. The officers of the international organization. 

Q. And who is the otlnu* contracting party?— A. Whoever we do business with— 
sometimes the hx^al carriers, sometimes the dexjk managers. Sometimes we do 
business with different roads in regard to package freight— that is, the superin- 
tendent of the freight docks. 

Q. What classes of handling are comprised in yonr international organization?— 
A. liumbcir loaders and unloaders. Those are the men that load boats and 
unload them; also the coal shovelersand trimmers, unloaders, and loaders. Then 
there are the ore shovelers, and trimmers, loaders, and unloaders in general, and 
package-freight handlers, unloaders, and loaders; warehouse package-freight 
handlers; loaders and unloaders of salt, grain; trimmers and scoopers, dock hoist- 
ers, and engineers, millmen, and all men employed in lumber yards; dock fire- 
men and marine firemen, and all other men that are engaged in working along 
and around docks on the Great Lakes, the coast, and rivers. 

Q. You have now a system of agreements, have you, in these various ports that 
the international enters into with the owners of floating property?— A. Yes. 

Q. Would you say that in all of the ports of the lakes you have agi'eements 
with these parties as to loading and unloading?— A. No; I would not say "yve have 
agreements iii all ports. We have practicallv, however, an understanding with 
our different interests for the loading and unloading of the boats in nearly every 
port on the Great Lakes. 

Q. Under the old system of individuals, like Conners, making contracts, the 
profits all went to the contracting parties?- A. Yes. 

Q. How do you manage now in making your contracts; does your local union 
make the rates and the union itself gain the advantage of profits?— A. The inter- 
national has been the first party to the securing of agreements, and the locals are 
the parties, of course, iiiterestca and involved, and in taking these contracts every 
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member Heciiros an equal divimon of the profits. Now, in some ports we work in 
gangs; in faet, we all work in gangs in all ports, but in certain ports we work in 
gangs, and each gang takes its turn. Now, we will say, to illustrate it, that one 
port has two gangs. On the arrival of the first boat in the spring of the year 
No. 1 gang goes to work, and when that boat is unloaded in some instances they 
get paid directly the boat is unloaded. The foreman and two of the gang collect 
the money. They see the liills of lading, and they figure it out and know what is 
coming to tliem. Tiiey then go to their hall or offi{;e, whichever they have, and 
that money is equally divided among the men employed on that boat. * When the 
sec(jiid lioat comes in, No. 2 gang goes to work, and so they work continuously all 
siimmei-. Tlie men, however, do the work and receive all the profits. 

Q. Ill yijiir working season, about what average weekly wage will the scooper 
inaKi'?— A. Tliat would be pretty hard to arrive at. 

Q Have you any table that would idiow the average of wages on the different 
(classes of work? -A. No. I can tell you what they have done. If I had some 
time, 2 or 2 months, I could give what they have made for the season— what they 
liav(' averaged. The average wage for grain scoopers is (10 cents per hour when 
employed. 

C^. You could not average the period of employment, could you?— A. Not over 
(i months. We have different systems, too; the gram scooper and the grain 
1 rimmer. The grain trimmer is a little different from the scooper. The scooper 
unloads tlie boat; the trimmer is the one that attends to the loading. The trim- 
nuTs make a little more than the scoopers. The scooper will make tiO cents per 
hour. They work all hours in a day. The men in Buffalo are distributed 
among the different elevators. From a certain hour on Saturday night until a 
certain hour on Sunday night, the men receive time and a half; that is. they 
make ()0 cents jier hour week days, and they make 1)0 cents per hour on Saturday 
night and Sunday. The grain trimmer has a little more dusty work than the 
scooper. Of course' you know the men do not stand this work long; they do not 
livti to be old men. Scooping or trimming, espt cially in barley, kills a man off 
pretty livel\ . The trimmer may average a little more than 00 cents while around 
the boat. (Jt course in the scooping and trimming, directly the leg of the elevator 
is put in the boat th(' men don't start to work, but I am taking tlie average from 
tlie time that the h'g is jmt in the boat until they are finished. Now in scooping 
the leg is tlu're and the elevator is there. They don't get in the boat until it has 
gone down, possibly half of it; and the same w’ay in trimming, they don't get into 
the boat until th(' lioat is about half unloiuled, but the average there is for the 
time the leg goes in until the leg is taken otf. 

Q. Hinc(' your organization has had a foothold on these ports of the lakes have 
wages of this (;lass advanced or are they stationaiy'?— A. Oh, yes; advanced mate- 
rially, especially during the last H years. In the old days men did not know what 
they were getting— under the old stevedore system. Ten years ago or 15 years 
ago it was worsen yet. A good many of the men were hired for their being pretty 
good, stout, husky fellows, so tliat in case of necessity they could fight for the 
stevedore. In those old days o<nnpetition was in vogue, and the stevedore backi^d 
by a good strapping band of fighters could necessarily drive the stevedore with 
the weaker ones away, and so that continued until that stevedore had iiracTically 
a monopoly of the work, and then when he was successful, he would charge all 
kinds of fancy prices for loading and unloading. But while the competition 
existed, the stevinlores would cut prices with one another, and sometimes would 
do the work (piite reasonably, but the men were made to suffer for it. In the old 
days there were bunks in the saloon, or in a barn or shed which was adjacent 
to the saloon, and the men lived there in the summer season, stayed there, and 
most of their pay was bad whisky. Sim;e our organization has taken hold, a 
better class of men work at the business, more sober men. In faxd, drunkenness 
is not permitted. The organizations take that matter up themselves, and in 
many ports when a man becomes drunk he is fined $5 and is not permitted to 
work until that fine is paid. In a good many of the ports the men prohibit liquor 
from going aboard a vessel. 

Q. During working hours?— A. During working hours. In that way we have 
gained favors from the lake carriers, and they have become our friends instead of 
fighting us as an organization. Our wages have increased 100 per cent since the 
alxilislinieiit of the contract system. 

Q. What nationality prevails among your membership and workers?— A. Well, 
that changes. The Irish-American did prevail, but they have gone away gradu- 
ally. Sometimes during these troubles in the lake ports they became disgusted, 
and got away and looked for other occupations, and in many cases many of the old 
Irish-Americans died away, and the younger element is creeping in. The young 
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Aiuericaii is becoming now quite a factor, but we have a good many different 
nationalities in ore receiving points, such as Italians, Finns, Huns, Slavonians, 
Poles, and Germans. But it would be hard to say which element is in control of 
the organization. I should judge, though, that the young American is quite a 
fa(‘f or to-day, since conditions have improved. But very few young Amencans 
worked on the lakes under the old system. ^ ' 

Q. Could you give the commission anything like a review of the scale of wages 
that is paid to these different classes on tne lake? — A. Yes. I have a t^le of thm, 
and the figures show you what we have done as an organization. I have the fig- 
ures in the Buffalo grain contract, the figures that were paid for our contract. 
It amounted to $13,627.23. 

Q. (By Mr. Litchman.) That is for the last season?— A. For this last season. 

Q. How long a time did your season cover?— A. That was from the opening of 
navigation, which opened last year, I think, in Buffalo in April, and which closed 
in December just before the holidays. There were 900 men interested in that con- 
tract. I have here a scale of what our men averaged during the working hours 
for the summer season. Of course, this is taken from those agreements. Later 
on I will relate to you these different agi’eements. The average wage per hour 
for ore shoveling in the handling ports was 60 cents per hour for a 12-hour work 
day . The average wage per hour for coal trimming— that is , in the loading ports— 
is 60 cents ])er hour for a 12-hour workday. The average wage per hour for fuel- 
ing is 40 cents ])er hour, 24 hours. They have to work all hours. 

Q. IIow many shifts?— A. Two shifts. Roisters and engineers, from May 1 to 
December 15, $80 per month for hoisters and $85 per month for enrineers. The 
average wag(^ for coal handlers, 60 cents per hour; that is, in the unloading 
ports. The average wage for lumber loaders ])er hour is 50 cents. In some 
ports it IS 40 cents, some 45, some 50, some 60; but I have struck an average there 
of 50 cents; that is, for a 10-hour work day. There are cases, absolute cases, 
where' mmi work over 10 hours. Average wage per hour for lumber handlers— 
that is. at the unloading ports— is 50 cents per hour. Some places do not pay as 
much as that; some pay a little more. That is the general average. Now, the 
average wage for marine firemen during the navigation season per month is $45. 
The average wage of the grain scoopers per hour is 60 cents. The average wage 
per hour for grain trimmers is 60 cents and upward. There are a few cases 
where tlu'y do make more. The average wage per hour for marine package 
freight liandlers is 30 cents pt^r hour. They work 10 and 12 hours, and as high as 
24 hours at a stretch; no shifts. Ore trimmers, 60 cents per hour, and they work 
all hours. At some i)ort8 they regulate their gangs and take their turns about, but 
they work i)retty much all the time; they have no certain hours. That completes 
the table. 

Q. Would you say that those wages were 33 per cent greater than they have 
been heretofore, before your organization had jurisdiction of the ports?— A. Yes; 
I should say 50 per cent higher than before our organization. We were granted 
a 32 1 per cent increase last year in the ore-handling ports over the season previous 
to that. That was a voluntary increase conceded by the dock handlers to our 
organization as a whole; so I would be pretty conservative in saying 50 per cent. 

Q. In the contract is the whole of your force under the control of officers of 
your local?— A. Practically under the control of the local, and let out to members 
of our organization as a whole. 

Q. Are the men divided into gangs by the organization?— A. Yes; and the 
offitters instructed by the organization as a whole. 

Q. So that your organization practically covers the labor of those ports?— A. 
Yes. 

Q. Do you find any friction with many of your members in your locals on 
establishing what you may call temperance rules?- A. No; we do not. The 
inajority of our men are detennined that the temperance rules shall be prevalent 
in every port. We have isolated cases where our men break the rules, out they 
are punished by the organization. There is a happy change on the lakes in regard 
to the drinking quesrion since the organization took hold, which is readily 
acknowledged by members of the Lake Carriers and Lumber Carriers’ Association. 

Q. Now, how do you account for that? Is it that the men are saving and not 
spending their money in saloons, or is it on account of the danger that is attached 
to a few drunken men coming in contact with machinery, or is it the sentiment?— 
A. No; it is not a sentimental idea. It is business. The men work in gangs. I 
will try to give you an illustration. I used to shovel iron ore myself, and I used 
to shovel coal in the hold, and I have worked at the lumber business unloading 
lumber. W e worked in gangs in handling iron ore. In the port that I worked in 
we worked 2 men together, partners in the hatch. There were 8 men employed. 
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2 men to the bucket; 2 men on the starboard side of the boat worked forward, and 
2 men on the port side worked forward. I am speaking now of the forward hatch. 
Two men worked amidship on the starboard side, and 2 men worked amidship on 
the port side. Those men were expected to keep the hook going. There is a hook 
that is lowered which the men hook on a bucket. Those 8 men are supposed to 
keep that hook going, and if they do not, it is readily to be seen that somebody is 
shirking. Suppose I am working alongside of a man and he shirks. I will readily 
know it. If he happens to be unwell, I will try to work a little harder and keep 
that going. It would be impossible to do that for any length of time. If he was 
drinking, I would complain. I wouldsay, “ Tom,” “ Dick,” or whatever his name 
might be, “ you are shirking—you are not doing your duty;” andif he was drinking 
and shoveling iron ore, the only way he could stand that work would be to keep 
on drinking. That is the only way he can stand that work. If he drinks very 
much, he is of no use to me, and he practically kills me and kills himself, and I 
complain to the foreman of the gang and that man is immediately called out of 
the hold and punished. He is called out of the hold and another man is put to 
work from another gang, and he takes his place, and this man then is displaced. 
It is not altogether sentiment. Of course, when our organization was first 
started, it was done to get rid of that drunken element and bring more sober men 
into the business. There is to-day a different class of men that work on the docks 
from what there was 10 years ago. 

Q. Higher class?— A. Higherclass— more healthy class of men. They own their 
own homes on the lakes. Very few men owned their homes 15 years ago on the 
lakes. I think 1 would be safe in saying that 50 per cent of our men on the lakes 
own their own homes. 

Q. Since when? — A. Well, during the last 4 years. Years ago the conditions 
changed materially and each year as our organization has grown and there has 
been more traffic our men have enjoyed better wages and have been in condition 
to nurchase and own their own homes. 

Q. (By Mr. Farquhar. ) Have you a general agreement with the owners of lake 
vessels as to your wages and time of work and rules of labor and jurisdiction?— 
A. We have a general agreement with the Dock Managers’ Association. The dock 
managers represent the ports of Sandusky, Ohio: Lorain, Ohio; Huron, Ohio; 
Cleveland, Ohio; Fai^ort,Ohio; Conneaut,Ohio; Ashtabula, Ohio; Erie, Pa., and 
Buffalo, N. Y. I believe I omitted Toledo, Ohio. They represent the different 
men interested in unloading iron ore. The dock managers as a rule own and con- 
trol certain lines of boats. Th^ bring the ore to those ports, which is unloaded 
and put into cars, some of it. When there are not enough cars there it is dumped 
on the dock. It is stocked in the winter months. Then it is unloaded and put 
into cars. Now, we have an agi-eement with the dock managers for the unload- 
ing of the boats during the summer season. We secured last December an agree- 
ment for the first time with the dock managers for the handling of this ore from 
the stock piles to the cars. We have both of those agreements. Prominent among 
the dock managers are M. A. Hanna & Co., the Carnegie Steel Company, the Pitts- 
burg Steamship Company, the Angeline Steam Dock Company, and such firms 
as that. 

The first agreement that we made with the dock managers was a year ago, the 
15th day of March, 1900, and this agi*eement I can submit. It is the winter con- 
tract. I also submit the spring contract. You will notice the arbitration clause 
there. That a^eement is for the unloading of the iron ore, stipulating a wage 
rate for the bolsters, engineers, dock firemen, and laborers in general employed 
on the ore docks— brakemen. 

Q. In cases of disputes between the officers of your locals or even your gangs in 
respect to wages or the construction of these contracts or hours of labor, how 
do you manage to make settlement of them?— A. You will notice in that agree- 
ment, in section 6 of the summer scale, it says, “ It is understood that occasionally, 
when any unusual work arises in isolated cases not covered by this agreement, 
the men, when called upon, shall perform such labor, and the compensation 
therefor shall be determined and adjusted between the representatives or the local 
organizations and the dock managers or owners, and in the event of any disagree- 
ment, shall be arbitrated as hereinafter provided for the arbitration of differences, 
controversies, or grievances. ’ 

Section 7 says: ‘ ‘All items not mentioned in this contract or the schedules hereto 
attached shall be performed, and all payments shall be made for work done under 
this agreement in accordance with tne usual custom heretofore prevailing upon 
the respective docks.” 

Q. So that in case of a disagreement as to the rates or manner of unloading, 
your men go to work?— A. Our men go to work. 
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Q. And it is ultimately settled by arbitration between the dock managers?— A. 
Not exactly arbitration, but by conciliatory methods. It is simply by the foreman 
of the gang and the general superintendent. 

Q. Committee arrangement?— A. By committee arrangement. But wo have 
this arbitration clause in here; I will read it to you. This is section 8. 

(Reading:) “ In the event of any controversy arising between the men or local 
organizations and the dock managers or owners, or in the event any of the men 
or local organizations have any grievances, the men shall continue to work, and 
any and till such controversies and grievances shall be settled, if possible, by the 
representative of the local organization and the representative of the dock man- 
agers or owners.” 

That is the first method that is pursued, and it has been successful. 

(Reading:) “If such controversies and gievances can not be so settled, then 
they shall be arbitrated by choosing a third disinterested man upon whom 
the re])resentHtive of the local organization and the dock managers shall a^ee, 
and the decision of any two shall be final. If the representative of the local 
organization and the representative of the dock managers or owners can not agi*eo 
U][)on a third man, then each side shall choose a disinterested man, and the two 
disinterested men thus chosen to choose a third disinterested man, and said three 
men shall constitute a board of arbitration, and the decision of a majority of said 
three shall be final and all parties shall abide thereby.” 

Q. Wliat, has been the practical effect of that rule?— A. The practical effect of 
that has Ix'en the means of keeping the men at work. We have not had to resort 
to the arbitration clause— only once actually have we had to resort to the arbi- 
tration clause. 

You have been able to settle it by a committee?— A. Through a committee, 
by conciliatory methods. 

Q. By a committee of jiarties directly interested?— A. Yes. 

Q. Then does that account for the infrequency of strikes of late years?— A. 
That is the reason that there have been so few strikes on the lakes, 

Q. If that agreement was carried out in good faith by both parties, would there 
be any opportunity for strike?— A. No; and it would be the solution of labor 
troubles. 

Is it satisfactory to both parties now or have you some trouble in getting 
t h(i agi-e(nuent annually?— A. No; I do not think wo have any trouble. W e expect 
Wednesday to meet with the lake carriers and secure a renewal of the grain con- 
tract in Buffalo, and Thursday with the Lumber Carriers’ Association, whicli 
hits just Ix'cn newly organized. They control the loading and unloading of lum- 
br on the Gr('at Lakes. They meet Thursday in Detroit. We expect to have a 
conf(‘renc(j with them which will bring about good results. We expect next 
March to meet with the dock managers and secure a renewal of our agreement. 
I do not believe.' there is any intention on the part of the dock managers to break 
away, but tlu'y rather prefer to do business with our organization than to do 
business under the old system. We expect to meet with the different freight 
dock managers dining the spring and make individual agreements. We have 
done that in certain points for package freight, 

Q. In cases of attempts to break those agreements and also troubles that occur 
in your business, do the dock managers and owners and other parties in interest 
there ipiite freely receive your complaints and listen to them and enter into 
negotiations. ■'—A. Yes. 

Q. For the settlement of them?— A. Always willing to meet a committee of our 
organization when there is anything that the men think that is wrong. 

Q. Have you practical control of the various lines on the lake — of the loading 
and unloading?— A. Yes. 

Q. Of all of them?— A. Well, of all the unloading, I may say— of all the unload- 
ing of iron-ore boats, and practically of the loading and unloading of lumber and 
cedar , and of the loading and unloading of coal. I think if you were to meet any 
fair-minded lake interests who have dealt with our organization, they will tell 
you they would rather do business with our organization than under the old 
system, because they get a quicker dispatch. I have lived on the water all my 
life, worked on the water most all of my time, and at no time on the chain of lakes 
have boats been given the dispatch that they have the last season. 

Q. Are your officers able to furaish men immediately at call?— A. Yes; we 
have had no complaints in that regard, with a single exception— no serious com- 
plaints with the single exception of one particular port, or two ports, rather, and 
^at was not our fault. It was late this fall, and theycrowded the lumber, 
r reight rates took a rise. You see, freight rates are not steady— freight rates on 
carrying one particular freight— and freight rates increased in the lumber-carrying 
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>ranch this fall, and there was then a rush in that particular market, and the 
amber rushed to Cleveland, and at one time it was impossible to take care of it 
vith the quick dispatch that had been given. That was about the time of the 
losing of navigation; but no complaint was entered, and even the docks could 
lot take care of it. It was not our men’s fault, exactly, because it was the fault 
)f the increase in the freight rates that was really to blame. 

Q. In previous years the men took advantage of the rise in freights, did they 
lot, both in ore and lumber?— A. Under the old stevedore system; I can not say 
;hat they have under our organization. 

Q. Under your arrangement there seems to be an even wage and time going 
through the whole of it, so that with a change of freight rates on the lakes really 
y-our men do not get the advantage that they did in former times by these rapid 
ri8e8?~A. Yes, the men did get it; the men had to have the work to get it under 
bhe old-time stevedore method. The marine traffic has settled more of late. Now, 
last year that was a little on boom times, and we got a voluntary increase, as you 
see by the agreement, which wa.s a very desirable change; and that was the means 
of bringing about a closer relation between our organization and the dock mana- 
gers, and* the di.spatch has been everything that could be de.sired. Under the old 
stevedore system, of course, the advantage is taken of doing business with 
responsible parties. Of course we might not be considered responsible on account 
of the financial part of it, but we try to bo responsible by doing good work so as 
to bring about a closer alliance between our employers and ourselves. We want 
the pleasant features to continue. 

Q. Do you think you are now sufficiently organized so that as a unit you could 
contract, be a party to a contract for doing the work in any ports on the lakes?— 
A. Yes; if the lake carriers, or lirmber carriers, or dock managers were desirous 
of entering into a contract with us to do any work in every port on the chain of 
lakes, I believe wo are strong enough to do the work and give it proper dispatch. 

Q. Now, out of all those engaged in this longshoremen’s work on the lakes, what 
proiwrtion does your organization hold in numbers?— A. On the Great Lakes? 

Q. Yes, on the whole lakes?— A. Somewheres from ii0,000 to 35,000. I believe 
25,000 men is a conservative estimate. 

Q. That is your membership?— A. Yes. 

Q. Now, how many are engaged altogether, nonunion men, of course, and 
everything included?— A. I believe that we have all the men on the lakes with 
the exception of about 1,300 or 1,500. I do not believe there are 1 ,500 men on the 
Great Lakes that are nonunion men and not members of our organization; and 
that 1,500 is in the ports of Chicago, Milwaukee, and Buffalo. We have the men 
in Buffalo to do the work, but through a factional fight in the stevedores, the 
system has become so objectionable that our men refuse to work under the pres- 
ent conditions. We have the men to do that work, men who have done that 
work but who are networking at it now. In the port of Chicago— that is, in the 
package-freight end, and some of the freight handlers in Milwaukee— we have 
not got them— and some in Duluth. Outside of that I do not think that there ai e 
1,500 nonunion men working on the Great Lakes to-day— 1,500 men who are not 
in the employ of the organization. There may be, but I do not think there are. 

Q. Do you think it would be an advantage to your organization and to the 
workingmen themselves were they to make a direct contract with the ship- 
owners?— A. Yes; I do think it would be far better for them. The system under 
which we have been working has the business idea of giving dispatch to b(jth. 
With the railways running parallel along the shores of the Great Lakes, it is hard 
competition for the boats. In some instances where freight rates increase, the 
railways get the work. Our men are learning that it is necessary for them not 
to attempt to boost their wage rate out of proportion or they will drive the traffic 
to the railways. They are fast leaniing, and therefore they are desirous of keep- 
ing work on the lakes and ^ving the boats the dispatch that is essential. In 
these days it is necessary to nave (luick dispatch both in loading and unloading 
boats, and our men realize it and are getting more interested and more educated 
along marine lines than they were under the old system. Under the old system 
they were not interested parties. To-day they are interested. They are practi- 
cally all contractors. They are individually very enlightened men to-day, and 
every man who works at our business is individually interested in the unloading 
and loading of the boats on the Great Lakes, both in the question of dispatch 
and freight rates, because freight rates regulate our wage rate to a very large 
extent. 

Q. Instead of a hard and fast agreement as to rates, either your summer or your 
winter scales, have you ever taken into account a sliding scale, so that you could 
get near a partnership in freights rising and falling?— A. In one of our confer- 
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tht'ro was something like that talked of. It is being talked of now by the 
lumber carriers. They meet this week, and that is one of the important things 
that thev are going to discuss, the question of a sliding wage scale. I believe we 
should be only too willing to meet them and discuss the matter of a sliding 
wage scale to be in conformity with the sliding freight rate. We have had some 
discussion of that prior to this, several years ago, and I well remember in one 
instance where the men voluntarily decreased their wage rate a shilling a thousand. 
I will submit this card to you. [Witness produces card.] That is the system 
under which we work in the loading ports. This is something we are trying to 
bring about with the lake carriers and the lumber carriers, a uniform wage rate, 
a uniform wage scale for the unloading of boats. Now, you see the conditions 
which exist in the ore unloading ports. Here we have that agreement because it is 
a uniform rate. One dock manager is not in sharp competition with another dock 
manager, because the wage rate now is the same in all the Lake Erie ports. This 
wage scale was brought about last July and took effect the 1st of August. Now, 
this scale of unloading lumber was brought about through conferences with indi- 
vidual lumber carriers, and what they were desirous of having was a uniform 
scale of unloading in each of the unloading ports, so that when they load they 
know what they have to pay in the unloading ports. Part of their profits went 
for loading and part for unloading, and as our organization has become an impor- 
tant factor in the loading and unloading on the Great Lakes, so the lumber car- 
riers and other gentlemen have been de.sirous of getting more closely in touch 
with us as a business organization, and the lumber carriers meet Thursday, and 
that is one of the matters which will be discusse^, a sliding wage scale in con- 
formity with the freight rate; in otlu'r words, that the freight rate shall regulate 
the wage rate. 

Q. 1 see that you have in your rules ami regulations here a positive rule for all 
classics (d your workers, saying. “It is distinctly understood that the men shall 
I'ontinm^ to work umh'r all circumstances pending arbitration.” Has that rule 
hetm universally carrii'd out?— A. Yes, with the exception of one case. In the 
spring of the year the men were not thoroughly acquainted with every section of 
tlic agreement. It was our first comiilete agreement that we had which covered 
man> \)orts. Now. in this agreement probably 10,000 men were interested, and 
[irobably moie. We got out the proceedings in book form there, which is not 
veiy lengthy, and wi' distributed probably 25 copies to each branch. We saw 
that, the men could not become educated to every detaiPof the contract. This fall 
w(^ had 10.000 I'onies printed— 8,000 in English and 2,000 in German or Slavonian. 
01 course the Italians we organize in separate branches, and we send them copies 
in Engli.sh and then t hey get them translated and printed in their own language. 
In that way we have managed to place a (topy of this agreement in every man's 
hands, so he could beenme acquainted with it. Last spring our men had a little 
misundi'rstanding in Conneaut, and the manager and superintendent wired me 
the ])articulars and I went there, and the boats were stopped at my request, the 
supei inteiuhmt agreeing to it. He did it very plea.santly. He wanted to extend 
the agreement. Wo went to the hall, and every condition in the agreement was 
explained to the men, and after that the men never stopped work. The superin- 
tendent said, “ I want you to continue to work under extraordinary arrangements, 
under some arrangement even that is not covered by the agreement, the men to 
continue to work, and it is to be left to the international officers to settle.” And 
there was a ipiestion of overtime which was settled in five minutes after I struck 
the port— ft \e minutes, rather, after I got into conversation with the general 
superintendent— a question of $400, and that was immediately ordered paid. 
There was only one ca.se after that where the men did not conform to that, and 
that was in the city of Cleveland. I believe that was in either August or 
September. 

Q. (By Iilr. Litoiiman.) Do you find this agreement satisfactory to the dock 
managor.s?— A. Oh, yes; the dock managers were a party to it; they proposed 
those things. 

What I mean by asking the question is, do you find that the result of the 
agreement is satisfactory to them?— A. Oh, yes; very well satisfied; if they had 
not been, they would not have entered into this fall agreement. 

Q. So far it has resulted in bringing about more pleasant relations between 
employer and employed?— A. In every way; oh, yes. 

We have never had to resort to the arbitration clause, only in one case; it has 
been done by conciliatory methods. The verv fact that this agreement is entered 
into between the men and the companies and the pleasant relations that exist— 
from that fact there has never been any occasion to resoii; to any arbitration at 
all, only in one instance. Perfect harmony and the very best of friendship exist 
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between the employers and employees. I believe these agreements are the solu- 
tion of the labor question. 

Q. Have your men in the longshoremen’s unions become educated so that they 
realize that fact themselves?— A. Yes, yes; they do. 

Q. And they give loyal obedience to the directions as interpreted by ycur 
association?— A. Yes. You must remember that the conditions on the Gre»t 
Lakes have in tlie past been so bad under the old stevedore bossism that the men 
who had gone all through that were not men; they were brutalized; tin y we^'-' 
forced to use their muscle; and it was either a question of stand up and fight or 
your rights or else he kicked off the docks and be kicked to pieces in many cas s; 
and many of our men were forced to become brutes. In fact, the wiping out of 
the stevedore system was done by brute force, by physical force. But as the 
organization has grown, and as it is going on, and getting in closer touch with 
the employeis, our brains have taken hold instead of muscle, and the comerv.i- 
tive man, the man who had some business ideas, has been forced to the Iron ; 
and they ar(i the men who are leaders of our organization to-day. 

Q. Has your organization, so far as its influence predominates, eliminated this 
evil of which you complain?— A. Yes. 

Q. The saloon evil?— A. Yes; it is wiped out now. Tin? only ]»laces where it 
exists to-day are at Buffalo, Chicago, ana Milwaukee. 

Q. And those are the 3 places where your organization is weak?— A. The only 3 
places that— I will not say weak. In Buffalo we have got a hard fight. W c have 
not yet put up any fight in Milwaukee or Chicago, nor do we want to put up any 
fight, we would rathep use. and have always preferred, conciliatory methods 
instead of physical force. The men who have charge of our organization to-day 
are conservative; are men who have worked almost all their lives upon the docks, 
and they are men who have some business ideas and do not want to see strife on 
the docks, because it hurts us ifi other porta. Suppose we had men in charge of 
our organization to-day who would go to a port and inaugurate a strike, what 
would it mean? It would mean suffering. Suppose it would be an unloading 
port, the men in the loading port would suffer. It would spread and be the means 
of hurting us in other ports. So we aim, where these unpleasant features exist, 
to try and bring about better conditions along conciliatory lines, meeting with the 
employers. 

Q. And your action in this re.spect meets tin? hearty cooperation of the employ- 
ers?— A. Yes; we are, as you say, weak in a great many ports, but instead of 
resorting to strikes we have resorted to the method of meeting with the employers, 
explaining it to them, and got them interested, and to-day the present offi(‘-ers of 
our organization have never yet ordered a strike in any port. We have always 
prevented it, if possible. We never sanctioned a strike on the lakes yet. 

Q. (By Mr. Farquhar.) Previous to your unions having jurisdiction over this 
class of labor on the lakes there, how many strikes would occur in a \yeek during 
the running season in a port like Buffalo or Cleveland or Toledo or Milwaukee?— 
A. There would be, most likely, a strike every day. 

Q. Would there be more than I strike a day?— A. In the large cities? 

Q. Yes; take it in lumber, coal, ore, and everything, would you average a strike 
a day at those ports?— A. I would not mention Buffalo alone, but I mean at all 
the ports. In all the ports— and I have visited almo.st every port on the lakes— 
it was a common thing to see boats tied up in most every port always, most every 
day. In the competition between the stevedores the bellow that had the best 
fighters back of him was the fellow that was trying to have a monopoly, and it 
was a fist fight most every day. 

(^. So that your organization coming in now has been a complete revolution in 
that branch?— A. Yes; I can honestly say that our organization has been a com- 
plete revolution in the conditions that existed on the chain of lakes for a great 
many years. Instead of the drunken, poor, dissipated fellow that used to work 
on the docks, to-day the good, sober man is prominent. We have many places 
where they own their. own homes and have built their own meeting halls and 
have temperance societies. There is one place in Ohio where there are Finns who 
have organized a temperance society, built a hall, and turned around and gave a 
deed of the hall to the organization. At another port where a lot of our men 
work for M. A. Hanna & Co., our men have built a hall, paid the cash for it. 
Three hundred members assessed themselves $10 apiece and paid the cash for the 
lot and built the hall, and finished it off in ^uthern pine, and have got a nice 
hall, and there they meet and have entertainments. I was there at two of them 
in Loraine, Ohio,tni8 fall, and I know of one instance where our men got together, 
had a banquet, and invited all the leading business men, the mayor of the city, 
their employers, master mechanics, and superintendents of the docks, and they 
enjoyed themselves very much. 
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Q. (By Mr. Litchman.) The closed season covers about 4 month^^, when navi- 
gation 18 closed on the lakes, does it not?— A. Sometimes more. Generally 
December, January, February, and March, those 4 months. Sometimes it will 
close the middle of November, and sometimes not open until May, but, as a rule, 
4 months. 

Q. Now, have you any means of knowing what employment your men seek 
during those months?— A. This winter we have just got an agreement covering 
the iron-ore ports whereby about 10,000 of our members will be kept at work this 
winter in the upper ports on the lakes— that is, in Minnesota, Wisconsin, and 
upper Michigan ports. Many of our men go to the woods and work in getting 
out the logs, getting out the timber, ready for the spring. But in the cities our 
men have become accustomed to save during the summer season, and in some 
instances they buy in quantities, buy at wholesale for the winter, buy provisions 
at wholesale, so many tons of coal, so many barrels of flour, and in the winter 
they do not do anytliing; they earn good wages, and they earn enough to rest 
during the winter months. And then, too, a good many of our members are inter- 
ested in their homes. In the summer they are kept very busily employed, and 
tliere is not much opportunity to look after their homes. So they see about their 
homes and look after their children getting an education. I know of many 
instances where our men have their childr(‘n taking music lessons and have pianos. 
Twenty years ago there were not 20 p(‘r cent of our men that had children taking 
music iCssons, and I do not believe there were 10 per cent that cared whether 
their cliildr(‘ii w’ent to school or not; and 10 years ago there were not 20 per cent 
married, and now 90 per (‘ent are married and are rai.sing families. 

Q. (By Mr. A. L. H vrris.) Does this condition obtain all over the territory cov- 
ered by your organization?— A. The^e conditions obtain all over the Gn^at Lakes. 
These conditions that existed on the Great Lakes never existed in the coast ports 
to such a great extent. There are, of (bourse, ports on the coast where the same 
conditions prevail to a smaller extent. But we have not been able to give the 
time to coast ports that we have to the lake ports. Where we have been appealed 
to we do. 

(By Mr. Farquhar.) What is the average attendance of members at your 
local meetings? How fre(iuent are the meetings— monthly or weekly?— A. It is 
according to the location— according to the method of work. In the summer 
season about twice a month. Some of them meet weekly— that is, in the summer 
months. In tlie winter season in the ports on the upper lakes they do not meet 
at all. There is no idea of meeting for .simply creating trouble. If they do meet, 
it is for discussing the wage scale and trying to remedy detects that exist. 

Q. Where you have no halls, have you any meeting rooms and committee rooms 
where tlu'y can meet?— A. We always own halls, or rent halls if we do not own 
them. 

Q, So you always havo aloCal habitation, as it were, for your members?— A. 
Yes; about 00 per cent of them. In some localities the men ar(i compelled to 
attend their meetings regularly, and that is one of the rules that is carried out 
and enforced. 

(Testimony closed.) 


Washington, D. C., January is, 100 1. 

TESTIMONY OF MR. F. T. LINDENBEEGER, 

Chair nmn of thv committee on hostile legislation, American Ticket Brokers' 
Association. 

^^oiiinbssion met at 10.5T a. m. , Vice-Chairman Phillips presiding. Where- 
Lindenberger, chairman of the committee on hostile legi.slation 
of the American Ticket Brokers’ Association, Detroit, Mich., was introduced as a 
witness, and, being duly sworn, testified as follows: 

Q- (By Mr. Kennedy.) Will you please give your name and post-office ad- 
dress.'*— A. F. T. Lindenberger. Detroit, Mich. 

Q. State your business.— A. Ticket broker. 

Q. Are you connected with any organization of ticket brokers?- A. American 
ticket Brokers’ Association. 

Q. Have you official connection with that lx>dy?— A. My title is chairman of 
the committee on hostile ledslation. 

Q. How large a membersliip has that organization?— A. I think about 330. 
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Q. Are the objects of the association stated in your testimony, as prepared?— 
A. Yes. 

Q. You have a prepared statement?— A. Yes. 

Q. Would you prefer to make your statement uninterruptedly and answer 
questions afterwards, or answer questions as you go?— A. I would prefer to be 
allowed to go through with the testimony, and then shall be glad to answer any 
question any member of the commission may desire to ask. 

Mr. Kennedy. You may proceed, then, with your statement. 

The Witness. Mr. ChaimiaTi and gentlemen: I have tried to follow as nearly 
as possible the topical plan of the inquiry as outlined by the commission, and then 
to afterwards answer the charges against the business of brokerage that have been 
made by tho.se who have testified before. Your plan of impiiry as to ticket 
brokerage covers the following heads: (1) In what the practice consists; (2) mile- 
age books and excursion tickets; (8) number of people engaged in the business; 
(4) by whom carried on; (5) effect on pas.senger travel, interstateand intrastate; 
(6) to what extent it is encouraged by railroads and for what purpose; (7) laws 
prohibiting it; what States have enacted such laws; (8) Arguments for and 
against such practice. 

The first question therefore is: 


IN WHAT THE PRACTICE OF TICKET BROKERAGE CONSISTS. 


I reply, in the buying from the agents of railways and from pa.ssengers of passage 
tickets and selling the same to travelers at a less price than the published tariff 
rates. 


MILEAGE BOOKS AND EXCURSION TICKETS. 

Ticket brokers d('al largely in mileage books, which are usually purchased by 
the broker direct from the various companies and are .sold to patrons who have 
use for a less quantity of mileage tlian is contained in a full book. The broker is 
enabled to do this by a rebate system, the passenger paying for the full value of 
the book and receiving a rebate order on some correspondent of the broker in the 
city for which he is bound. 

Where the customer is known to the broker it is a vtu'y common practice to 
allow him to return the book by mail. 

In the New England States and in New York State books are good in the hands 
of the bearer, and on a largo number of roads in various parts of the country the 
same rule prevails, notwithstanding the fact that per.sons buying these books are 
compelled to sign an alleged contract containing restrictions as to personal use 
and providing tor the confi.scation of the book by the conductor should the book 
be used bv other than the original purchaser. 

The following letter from the general passenger agent of the Lehigh Valley 
Railway will be interesting in this connection [reading] : 

[‘•Lehigh Valley Railroad Compuny, Havemeyor Building, '26 Cortlandt street,] 

“ New York, Odobn SJ, lOOu. 

“Mr. Thomas R. Green, Woodmoiit, Conn. 

“ Dear Sir: I have yours of 80th regarding the loss of your mileage book No. 
75240 and regret to state that owing to the manner in which these books are 
issued, viz, good in the hands of the holder, our auditing department has been 
obliged to discontinue the bulletining of same as per circular attached. 

“ Yours, truly, 

“Chas. S. Lee, General Panaenger Agent."' 

I have here a cover of a mileage book of Lehigh Valley issue, under date of June 
11, 1900, which contains the ordinary so-called contract, with all the restrictions, 
etc., and while the contract states that the book is not transferable and will be 
taken up by the conductor if presented by a person other than the purchaser, this 
letter is proof positive that it is not so. In some of the States, notably New York 
State, the law reijuires that mileage shall be good in the hands of the holder. 

O. (By Mr. Phillips.) Is not that a just and equitable law?— A. I believe so; 
judging from a ticket broker’s standpoint. In certain sections what are known 
as interchangeable mileage books are exclusively sold. I have here a specimen 
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of the books sold in the territory of the Central Passenger Association, in which 
87 lines have combined in the issue of a 1 ,000-mile book. The passenger is required 
to pay $80 for the book, and should he use all of the 1,000 miles on any one or all 
ot the 37 roads, he is entitled to a refund of $10 on return of the cover. In issu- 
ing this book the railroads have reversed the usual custom of the ticket broker. 
The broker handles the book on a given road for the use of two or more men, 
while this interchangeable book is good for the use of one man over 37 roads. 

I believe the issue of this book is a very great discrimination, inasmuch as it 
permits the holder to obtain a 2 cent per mile rate over a given distance on a cer- 
tain road, while another person for tne same service must pay 3 cents per mile. 
The passenger who profits by the 2-cent rate is not compelled by the terms of the 
interchangeable book to again patronize the road in question, but can use the 
balance of his mileage on any competing line or lines. 

O. Does that cause great annoyance to the passenger?— A. It may not sound 
right for a ticket broker to find fault; the book is objectionable, from a business 
standpoint, to the ticket broker. 

Q. Well, is it not from the public standpoint?— A. It is an inconvenience to the 
public; nearly all travelers object to it, object to the amount ot money which they 
have to invest. 

Because of the amount of money involved in the handling of this interchange- 
able book many traveling men arrange with a ticket broker to advance the neces- 
pry iiKjney and carry the book for him. I know of brokers who thus act as 
banker and broker for traveling men in the handling of this special character of 
transportation, some carrying as high as 200 books fof these special customers. 

The traveling man is obliged to invest $.30 when he gets his book; he can't cash 
his book cover and recover his extra $10 investment until the mileage strips col- 
l(*ctcd by the various conductors have gone into the auditing department, and if 
he wants to travel farther he must inve.st another $30. I have heard traveling 
nicn say that they have been obliged to carry two or three covers in which they 
had that investment of $10 each before they could get returns from the irileatre 
bureaus. ' ® 

EXCURSIOxV TICKETS. 

Excursion tickets provide a .source of business to the broker. Not only does he 
purchase from travelers the return portions of excursion tickets, but through his 
corri'spondents in other cities to wdiich an excursion may go or an excursion may 
come, both the going and return portions are used by the broker and his customers. 

Advance nitormation in regard to these excursions is frequently supplied 
brokers by lines interested, and through correspondence arrangements are com- 
pleted by the brokers to handle the stock. 


rate-war tickets. 


A very common method adopted by brokers to cut rates is the use of war-rate 
tickets when competing lines grow belligerent. I recall a war between the two 
great Canadian lines that raged for 8 months during the year 181)8. One-way 
tickets were sold at about one-half the usual rate and round-tnp tickets at a cor- 
Canadian territory regular tariff rates were 
( nailed. The fare between Detroit and Windsor is but 10 cents; yet when a 
ri-aveler entered a regular ticket office in Detroit and purchased a ticket to 
Toionto he was charged $6.60. Across the river the price was $3.30. In Detroit 
Ic 313, in Windsor $7. In Detroit the company charged 
while all that was asked by the agent of the .same com- 
pany in Windsor was $3.35. 

I have here a specimen of the tickets sold at that time that I just happened to 
hnd among my ticket stock. It is a ticket between Windsor and Niagara Falls 
which sold tor $3.35 in Windsor; in Detroit it was $6.75, and the fare across the 
river 10 cents. 

i? brokers, the brokers of Detroit sent out at 

in their western correspondents, furnishing-rate sheets giving prices 
at wnich they wmild supply, on prepaid orders, various tickets to Canadian and 
eastern points. The prices were usually an advance of $l over the war rate 

hmitrof t^e Lteate^ obtained within the 

forbidden to give any information to 
f**** “itnation continued for 8 months, 
instances of this nature could be multiplied indefinitely. 
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There is to-day a war rate of 75 cents between steamship lines plying between 
Providence and New York. A new company known as the Joy Line has been 
estaolished, and the old established lines are trying to prevent them from getting 
a foothold in the business, and have opened a war rate. 

The railway fare between Boston and Providence is $1, yet the through rate to 
New York charged at the regular offices in Boston is $3, an excess of $1.25 above 
the added amount of the two fares. It is only through the offices of brokers that 
travelers learn of this situation, regular agents not being permitted to volunteer 
information. 

FURNISHINO-RATE SHEETS. 

A common practice with brokers favorably situated to secure tickets is to issue 
furnishing-rate sheets to their correspondents. To illustrate how this method 
can be of use, we will suppose a passenger to enter the office of a Washington 
broker and ask for a rate to Denver. The regular fare is $48. The broker may 
have a ticket to Buffalo, or Cleveland, or Pittsburg, or Chicago, as the case may 
be. He then examines his rate sheets for a furnishing rate from brokers in any 
of these cities. If a satisfactory furnishing rate is found, and he can agree upon 
the price with his customer, a bargain is made. The custonier takes the part-way 
ticket and an order upon the correspondent in the intermediate city for a ticket to 
finish his journey, which insures him a through passage at the agreed price, 
usually from $8 to $5 below the tariff rates. If it should happen that the Wash- 
ington broker had no ticket, but the furnishing rate was sufficiently low in any 
of these cities for a Denver ticket, it might be profitable for him to go to the regu- 
lar agent here and buy a ticket at local rates to this point. Putting the two 
together he would be able to make a through rate at less than the tariff. 

NUMBER OF PEOPLE ENGAGED IN THE BUSINESS. 

As to the number of people engaged in the business. I can not give this infor- 
mation to a certainty; but perhaps my estimate will be near enough for the pur- 
poses of the commission. 

The 2 regularly organized associations of ticket brokers are the American Ticket 
Brokers' Association and the Guarantee Ticket Brokers' Association. 

The American Ticket Brokers' Association has a membership at present of 335. 
The latest list of the Guarantee Ticket Brokers’. Association gives their member- 
ship as 83. Outside of the 2 associations there are probably 50 offices. This gives 
the number of offices as 468. It is fair to assume that an average of 3 clerks are 
employed in each office in addition to the proprietor, so that in round numbers 
we may safely say there are 1,800 to 2,000 persons in the United States making a 
living for themselves by selling reduced-rate railway tickets. 

BY WHOM TICKET BROKERAGE IS CARRIED ON. 

In the larger cities the business is conducted by those who devote their entire 
time to its interests. In smaller places many of the brokers are merchants and 
business men engaged in various lines of trade, such as druggists, dry-goods and 
clothing dealers, manufacturers, dealers in cigars and tobacco, and, very fre- 
quently, persons conducting book and news stands in hotels. 

Many of the members of the American Ticket Brokers’ Association have been 
engaged exclusively in this business for from 10 to 30 years. They enjoy the 
respect and confidence of the communities in which they live, the great traveling 
public, and the railway managers with whom they deal. 

Speaking for myself, with a record of 19 years as a ticket broker, I know of no 
persons to whom I could more safely refer for a certificate of character than to 
the railway-passenger men of my home city, and yet many of them are strongly 
and even oitterly antagonistic to me from a business standpoint. What I can 
say for myself can safely be said of a very large majority of members of the 
American Ticket Brokers’ Association, which I have the honor to represent before 
you to-day. 

Now 1 would like to show this commission something of the character of our 
organization of ticket brokers. This is perhaps best illustrated by our constitu- 
tion and by-laws. Our motto translated into English means “ Our protection 
travels with you,” and illustrates the rule of the association that all transactions 
of its members with the public are guaranteed by the association. 
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The association was organized 23 years ago. I submit a copy of the constitu- 
tion and by-laws: 

(’ONHTITUTrON AND BY-LAW8 OF THE AMERICAN TICKET BROKERS’ ASSOCIATION.! 

[Uilli iimriKliiiciits to and including the twenty-second annual convention, May 9 and 10, 1900 ] 

CONSTITUTION. 


******* 


Article IV —Memhers. 

1. Any ja-rson of good moral character, who possesses the necessary ability and capital, shall be 
eligible t<t membership in this association upon payment of an Initiation fee. If in the judgment of 
the exocutue eomimtteethc locution will admit of the admission of the applicant. 

‘i If the oxcciitne committee shall entertain any just or reasonable doubt of the stability of the 
applicant, the committee may impose the condition that he shall have been in business for "himself 
for not less than 3 months in the city In which he wishes to locate his oilice. 

* * * * * * * 

4. No member shall hold more than 2 memberships for any 1 city, nor more than f' in the associ- 
ation 

r> No membership shall be operated except by the member and in the city for which it was origi- 
nally Issued, except under the provisions of the first section of the fifth article of this constitution. 

* * * * ♦ ♦ * 


Auticlk V —Monbcnhipi^—Tranfifcr or mlr 

1 A mmnbership under uhich the holder has conducted the ticket-brokerage basiness for a term 
of not less than (1 months may be sold, trairsferred, or assigned by its holder to any person eligible to 
memheislup, jiroiKh'd the exis uti\c committee approves the sate, transfer, or assignment. 

2 The association shall hold a first lien on the memberships for any debts due the association or its 
memlK'is All elaimsagainsta membcr.ship shall be adjusted before it issold,a.sslgned, or transferred. 

**♦♦♦** 


IlY-LAW.S. 

♦ ***♦♦* 
Article U.—Tjocal divisions. 

1 In every city where there are 3 or more members, the members shall organize a local division on 
the i)lan upon w hich the majority ot members may agree, having in view the following objects 

(a) I'niloimity of selling lates 

(b) Till' di'stniction (d hostile eompetition 

2 bocal duisioim shall be entirely free to adopt such rules and regulations lor self-government as 
they may elect, pntvidcd they do not conflict with the constitution and by-laws of the American 
Ticket Brokers’ As,soeiation 

3 \\ here there are only 2 merabcrship.s, and a division of opinion exists as to forming a l(K‘al divi- 
sion, tin* mem hers shall refer the matter to the president, who is empowenal to decide it. 

4. Any violation of the rules and regulations of the local division may he brought through the 
chairman or seiTctary ot such division Tiefore the executive committee, which eommlttoe is empow- 
ered to ]ainish the otfender hy a line not exceeding 8100, suspeiLsion, or exjailsiou. 

A inn LK III —Iinitalwnfrrs and annual dim— Piihlicatioii of applirntiunr 

I 4 * * * * * 

3. Tn cities where 1 or more membenships are operated, the initiation fee for new applicants shall be 
40 tiiiu's the amount of the pre.scnbed fee, as follows; Class A, 81,000; Class B,8t>00, Class C,8400, Cla.sH 
I), 8200. 

4. ']'h(' initiation fees and lines for additional oillees shall he the same as those require<l of new 
applicants 

5 Notice of the filing of applications for memberships in this association, with names of the eitl^ 
for which the memberships are desired, and the full mimes of the applicants, shall be publi.shed in 
at least 1 issue of the Correction Shei't, and no action shall be taken on atiphcations by tne executive 
coramulee within less than !.'» days alter .such publication. 


Article IV.— Offices 

1. A member dixsiring to establish an additional office in the city where he is located shall obtain 
the consent of tlm executive committee before opcnlnj[ sueli additional office, giving the exact loca- 
tion, and make application for admission in the prescribed form. 

2. The executive committee may grant such membership for the proposed additional office if in 
their judgment tlie location will warrant the admission of the applicant. 

3 A member desiring to establish an office in anotlicr city must obtain the consent of the executive 
committee before opening same and then proceed in the manner prescribed in section 1 of thlsarticlc. 

4. No member.shall change the location of his office without first obtaining the consent of the 
executive committee. 

5. No member shall conduct his hu-incss in anyplace where liquor Is sold, nor in anv place objected 
to by the executive committee 

* *>**** 


'The following extracts from the constitution and by-laws of the American Ticket Brokers’ Asso- 
ciation w'ill gn e an idea of its plan of organization, etc. 

1«A 



822 


INDUSTRIAL COMMISSION: — TRANSPORTATION. 


Akticle and prepaid orders. 

1. All association rebate orders, when properly drawn by members in good standing, shall be 
honored without question. 

2. Rebate orders shall bo drawn exclusively upon association blanks, and must be stamped and 
dated with an office dating stamp. 

8. Overdrafts may be made at the pleasure of members, and subject to mutual agreement. 

4. All overdrafts must be returned for collection to the office drawing same within 90 days from 
date of sale of the ticket. In cose this requirement is neglected, the office holding the rebate order 
shall have no claim against the issuing office. 

« ««**** 

Article Vlll.—Quaranty. 

1. Every member shall, when requested by a passenger purchasing a ticket, guarantee the same in 
writing. 

2. Upon failure of a member to make good any written or verbal guaranty to a passenger, the same 
shall be done by the association when so decided by the executive committee, the amount to be 
charged to the member. 

3. Whenever a ticket or coupon purchased of a member by a passenger is not accepted for pas.sage, 
through no neglect of the passenger, and the passenger is obliged to pay fare, the full amount of fare 
so paid shall bo returned to tlie passenger. 

4. Whenever a ticket is sold without recourse, wholly or in part, the same shall be stated in writing 
by the passenger at the time of such sale. 

Article IX.—ArbUratmi—CoMn. 

1. All cases in dispute, whether between members or between patrons and members, shall be 
assigned directly to tne executive committee, as a board of arbitration, from whose decision the right 
of appeal shall lie to the annual convention. 

2. Notice of appeal must be given, and the amount involved deposited in the general office within 
20 days from receipt of notice of the finding. 

8. A member failing to comply within the specified time with the requirements of the decision of 
the board of arbitration, or to file an appeal, shall be suspended from the rights and privileges 
of membership. 

4. A member falling to pay into the general office, within 3 days after notification by the secretary, 
a claim or balance due this association, a member, or patron, shall be liable to suspension, 

6. Amounts so paid into the general office shall be subject to subsequent adjustment, as provided 
for in the first, second, and third sections of this article. 

6. A fee of 83 and 6 per cent of the award shall be charged against the loser in all cases of members 
against members adjusted by the board of arbitration, and of patrons agaln.st members where the 
member loses the case Provldeii, that should the respondent before trial offer to pay to the plaintiff, 
or admit his liability for, a part of the claim, and the board should find an award for said amount or 
less, the costs shall be taxed on the plaintiff. In case of appeal, the cost for the same to a member 
shall be an additional fee of 85 and 6 per cent of the award. The accumulated cluirges shall bo paid 
by the member losing on the final determination of the ciuse, 

7. Rehearing shall not be granted In any case decided by the executive committee or board of arbi- 
tration unless the amount involved is deposited in the general office, and petition filed within 20 days 
from receipt of notice of the finding. 

«. No claim of member against member shall bo considered by the board unless fil('d in the giuieral 
office within 1 year from date of the transaction. 

Article X.- Miedemeaium 

1. Any transaction between a member and any person or corporation whereby the system of ticket 
brokerage may be liable to injury or degradation, or any act by which a member may suffer detriment 
in his social or financial standing, or be damaged in his business?, shall be considered a misdemeanor. 

2. The buying or selling of employees’, complimentary, or stock passes shall be considered a 
misdemeanor. 

8. The attempt by a member to secure the office of another member, or to cause the advancement 
of his rent, shall be considered a misdemeanor. 

4. Any violation of the common law shall be considered a misdemeanor. 

5. The punishment for committing a misdemeanor shall be by reprimand, fine not exceeding 8100, 
suspension, any one or all, or expulsion, at the discretion of the executive committee. If the offense . 
is of such character as to cause pecuniary damage to either a patron, corporation, or men'ber, the 
executive committee may also require such restitution from the offender as they may deem proper. 

* * * * « A * 


Article XW.—Nonintercoursc. 

1, No member shall have any transaction of any character whatever pertaining to ticket brokerage 
with a broker not a member of this association nor with a suspended member. The penalty for the 
violation of this law shall be, for the first offense, a fine of $26: for the second offense, a fine of 850; 
and for the third and each subsequent offense, a fine of 8100. 

2. A member joining any other association of ticket brokers shall be suspended or expelled, at the 
discretion of the executive committee. 

Article XlW.—CertiJlcale of mmiberthip. 

Thesecretaiy shall issue to every member, upon payment of his semiannual dues, a certificate of 
membership, duly attested, which certificate shall be good until revoked by the executive committee. 

Article XIV.— /..osf, ^okn, or fraudulent transportatim. 

A member r(x;eiving Information of any lost, found, stolen, or fraudulent tickets or passes offered 
for sale shall at once notify the secretary (by telegraph if the case Is urgent), who shall take immedi- 
ate measures to protect the members, the railways, or parties interested. 
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Article XV.— Advertising. 

No member nhall issue advertising matterdiscriminating in favor of any otiior member or mcmbt'rs, 

* * * * * * t 

Article XlX.—Assoeiatitm rate book and coirrction 

1. The aasociation rate book shall be iasned semiailbually, in pamphlet form, by the secretary, on 
Ihe 1st day of the months of Mavand November, or as soon thereafter as practicable. Correction 
dicets shall be Issued semimonthly, on the 1st and 16th days of each month, between the issuesof the 
late book, 

2. Members shall give the regular lirat-class unlimited, first - cIosm limited, and second-ela.ss rates to 
at least 60 prominent points, subject to change without notice. 

* * <t< * * * * 

Article XXI —Apjnah 

1. An appeal maybe made from the decision of the executive eommittee to the annual convention, 
if Hied witli the secretary within 30 days after notification. 

2. When a line is imposed and an appeal taken, the amount of the line .shall be deptisited in the 
general ofllce. 

ARflCLE XXU.—Quonm 

A quorum for business at the annual coinention shall be not leas than 26 members 

******* 

Article XXV —TiiMtlvnirt/ 

'l'h(' executive committee may .suspend a member ui>on proof nf assignment or insolvmicy. 

Ahtici k XXVI —Ooiiinitt(( on hostih hpinlatiou 

1 The committee on hostile legislation shall con.sist of one member of tlu' aasoeiation, who shall be 
elected annually by the association in convention aasi'uibled. 

2. The compensation of the cominittceman shall be lf2,600 per annum, and such committeeman 
shall be at the service of the association during the entire year. This eommittee shall have the 
power to look after hostile legi.slation in any of the States or in Congress 

3. in the event of hostile legislation in anv State, the members in such State, acting under the 
direction of the committee on hostile legislation, shall pay 50 jier cent of the expense incurred, and 
the as.sociation shall jmy 60 per (‘cnt 

4 It shall be thedutvot the committee on hostile legislation to submit to the' e.\ceutiv(' committee 
each month a report of the expenses incurred 

* ****** 

To show tho commission now' careful the officers of tliis association are as to 
the character of those seeking membership, and to admit only persons of unblem- 
ished reputation and known integrity, I submit copies of our application and 
reference blanks. In addition to these precautions, the merjantile agencies are 
called upon for a financial report uiion the applictint. [Reading;] 

AMKHK’AN TICKET UROKI-US’ AS.S0( IATK)\ 


Application Joi nu nibri xliip 




The undersigned hereby applies for member, ‘«hip in the American Ticket Brokers’ A.ssociatinn, and 
makes true answers to tlie following ijuestiuiis, or others that mav l»e asked bv the executive com- 
mittee. 

1. Tiidividuul name of applicant for membership’’ ((live full name i 

2 Name of firm under which business will be I'onductcd' 

3 Give exact location of oilice City of , eouiitv fif , State of 

4. W’ill anv iicnson or per.son.sotlu‘r'than ymirselt havean.s interest in the ticki't-brokcragc bu.sincss 
with yon? (ft so, give full particulars of names and interests ) 

6. What other business, if any, is or will lie conducted in the same ollice, an<l b.\ whom’' 

6. What other bu.sines.s, if any, do you intend to conduct in connection with 'the ticket-brokerage 
biLsiness? 


7. What amount of money (actual cash) will you now put into the ticket-brokerage' busini'ssv 

8. Are you now a member of the American Ticket Brokers’ As.s(K'iatlon? 

9 For what city or town do you hold membership? (If more than one, name ttiem ) 

10. Were you ever a member of thi.s tuasoclation*' 

n Do you belong to any other aasoeiation of ticket brokens’ (If .so,gi\e name of it.) 

12, Have you ever been engaged in the ticket-brokerage buslneas'? 

13. At what poinr (If more than one, name places and l(*ngth of time in each.) 

14 V»hat was your busineas or occupation immediately preceding vour iirescnt one, and on what 
account did you leave it? 

16. What is your present occupation, besides the ticket-brokerage busIne.S8? (If more than one. name 
them. 


It). Where were you bom’? 

17. When? 

18. How long did you reside in your native place? 

19. Marired or single? 

20. Have you ever been bankrupt or insolvent? 

21. Did you ever compound with your creditors? 

22. If so, state whether now discharged, and in what manner. 

23. Give, particulars and amount of anv debt or liability you are under, and state if you are indorser 
ot' surety for anyone, jointly or individually, and to what extent. 

24. What resources, if any, have you outside of your investment In the ticket-bmkerage business? 

2-). If encumbered, state now and to what extent. 

26. Give names and addresses of one banker and two merchants (o whom you can refer. 
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27. Give names and addresses of three members of the American Ticket Brokers’ Association to 
whom you can refer. 

28. 'Have yon read the constitution and by-laws of the American Ticket Brokers’ Association? 

29. Do you assent to its provisions and agree to be bound thereby? 

30. Do you understand and agree that any false statement or any misrepresentation in answering 
any of the foregoing qucstlon.s, or any others relating to them, renders any membership obtained 
upon this application null and void? 

31. (Applicant will sign here.) 

NOTK TO APPLICANTS 

Each and every question must be fully answered, and full name given wherever indicated. Failure 
to do so will delay the application. 

No alterations or erasures will be permitted. 

The information reijuircil in this application is for the benefit of the executive committee alone 
and is strictly contldential. It is essential to the maintenance of a high standard of membership, and, 
as it is verified from other sources, it is expected that applicants Avill make their answers as complete 
and specific as po.ssiblc. 

To be filed at the (jnxeral office. 

No. of application, . No. of mcmbcr.ship, . 

Application published m correction sheet Nos. 

Class . Initiation fee received, $— — . Date received, , 18—. 

R. G. Dun & Co.’s report, dated , 18—, attached. 

Tho luiplicant ia required to give the iiamea of three ticket brokers as a refer- 
ence. The following reference blank is sent to those ticket brokers (reading) ; 

THK AMF.airA.N IICKKT BKOKKRS’ ASSOCIATION. 

Member’s referaiee blank. 

[Confidential ] 

Dkar Sir: M , of , is an applicant for admission to this aR.soeintion at , and 

refers to you for recommendation It is understood this reference does not imply an extended 
acquaintance oraii cxpeeteil indoi.sement, but is.simtdy to enable theexecutivc committee to secure 
os complete information as possible concerning the character ot the apjilicant. 

Will you therefore please fill up the subjoined blanks at your earliest convenience and return to 
the general office? 

Respectfully, 

,'^eeietanj of Ereevtur ComnuUcx 
(Datf here) , 189(1 

1. How long have you known tho applicant” 

2. What are the nature and extent ot thcMlealings you have had with him ’ 

3. Has he always been prompt in remitting'/ 

4. To what extent would you be willing to credit him m an ordinary open account? 

5. Give a general summary of your knowleclgoof the applicant and your I'stimato of his character 

C. Understanding the high standard of membership sought to be maintained bv this association, do 

you, on the basis of your knowledge, recommend the applicant for admission? 

(Signed) . 

This is the reference iihink scut to bankers ami mcrt'hantK, t'tc., that Jirc used us 
references (reading ) : 


. AMERICAN TICKET llROKERs’ AHSOCIATtON 

Refei'cnec blank 

[ronfiilenfinl ] 

Dear Sir: , of , i.s an applicant for member.ship in this assneiation at , and 

refers to you for testimony a.s to his character and commercial integrity. A reply to each of the fol- 
lowing questions is requested at your earliest convenience, for the information ot the executive com- 
mittee only, with the understanding that your answers will be held strictly private and coiifid“ntial, 
and that they are not to make you in any way responsible. 

It is the aim of this association to admitonly those of good character and commercial integrity, with 
sufficient judgment to enter into no contracts which they are not reasonably willing and able to fill, 
and these qualities weigh more with the committee than abundant capital in unscrupulous and 
doubtful hands. 

Very respectfully, , 

Secretary of the Exa’chUvc Comm like. 

(Date here) , 189—. 

1. How long have you known tho above-named applicant? 

2. What opportunity have you had to form an opinion of his character and commercial Integrity ? 

3. Are you related to him through . mily tie.s? 

4. Where has he been located Bince you have known him? 

6. In what bu.slne.sH ha.s he been engaged since you have known him? 

6. Has he, to your knowledge, ever been suspected of fraud, dishonorable or improper conduct, or 
of being addicted to gambling, .speculating, or drinking? 

7. Has he, to your knowledge, any unsettlcil debts or claims? 

8. Has he fxien prompt in settling his current expenses or other debts? 

9. Has ho ever been di.smissed from any situation or engagement? 

10. If HO, under what eircum.stances? 

11. Has he been extravagant in his habits or lived beyond his means at any time? 

12. Have his associates been persons of giKKl character and habits? 

13. With this understanding of what is sought, <lo you recommend the applicant as a pioper .subject 
for membership? 

(Sign here) . 



F. T. LINDENBERGER:— TICKET BROKERAGE. 


325 


Education in a ticket broker’s office is a very .common 8toi)ping stone to employ- 
ment in the passenger departments of railways. Si'veral ju'ominont railroad men 
holding very high positions to-day received their first eaucation in the railway 
ticket business behind a broker’s counter. 

The fact that a man has been a ticket broker does not act as a bar against his 
securing a place of trust and responsibility with railways, (luite the contrary 
being the fact. 

While onr association holds all members to a strict accountability for their acts, 
we unfortunately can not control every person who chooses to go into the ticket 
business. Tliere are renegade ticket brokers just as there are rascally men in 
every calling. The buzzard and the ticket crook will operate in spite of us and 
of the law, and an antiscalping law would be no check to this character of 
offenders. 

Our association recently made the following offer of reward for the apprehen- 
sion of i)ersons who do a dishonorable business in the manipulation of railroad 
tickets [reading]: 


AMKUICAN TI( kit hKuKKKh’ AsS()<'IAT10N, I’IIKSIDENT'S OKFICK, 
St Louim, Mo , Ikccmhcr in, 


Firr tiandud dothuif lomrd 


AniiounovnH'iit Imving ])oeii mafic that the Associalioii cf (imicral Passenger Agents hasappolnted 
a ( Dinmitlre \\ itli puwer to pioeeeil to pioM'ciile peisons who may he guilty ot tin* forgery oi railway 
tiokets or the onimnal mainpiilation of passage tickets. It is proper to state that the Ameiican Ticket 
Brokers’ Association isin hearty aeeoid with theinowefl purpose ol this movement 
If it IS true, ms elaimeil by these passengf'r men, that there are ticket brokers who are engaged in 
ctiminal jiractiees, the sooner such persons are in jmsoii the better for the railways, the traveling 
public, and all honest men engaged in the ticket business 
With an earnest desiie to assist in clearing tin* eoiintry of every disrf'putable character engaged in 
handling railway tickets, I am authorized, oy and on behalf of the American Ticket Brokers’ Associ- 
iition, to make the lollowing oiTer. 

For the arrest ami conviction, in a court of coiiipf'tcnt jurisdiction, of any member of the American 
Ticket Brokeis’ Association who is giiiltj of the crime ol forging a railway ticket, or who haschanged 
tin* dcdinatifin of a i ail way ticket with intent todelraud, w'e will pay the sum of Jiir huiidml dollan. 

For the arrest and coinictlonof aniiticUt ft/v/Afv who is not a inembcrol the American Ticket 
Biokers’ Association, who is guilty ol forging railway tickets, or changing the destination on a rail- 
way ticket with intent to defraud, wt* will pay the sum ol Iwvhundxd dothm 

SIMON Sticinfu, President, 

For the Amem aii Tieket Broki'rs’ Association. 


Tliis offer of reward has been very generally cireultited, tuid with the reward 
circular a copy of the following letter of our secretary wtis mailed to every broker 
in the United States [reading]: 


Amkkicw Tukkt BiioKKits’ Assm uiiov, (Jkskuai, Offkk, 

(*('(///, K;/, Pieembir ',io, 19txi 


fKi'wanl circulars.] 


To ticket brokds; 


Vou arc earnestly rc(pics|cd to scenic (lie jaiblication of the inclosed circular in as many of your 
local papers as possible 

In oUeriug this reward ttir tin* prosecution and conviction ol tickid swindlcis, the American Ticket 
Brokers’ Association proposes to prove to the vvorhl that tlie slunderons stones constantly put in cir- 
culation liy certain railway oihcialiy— to the effect that It is the general practice with ticKet brokers 
to forge and alter railway tickets— are infamous falsehoods, invented and eireulated for the express 
purpose of ereutliig n ])Ublic feeling against tieket brokerage and to so frighten timid travelers that 
they will buy direct at the various compaiiv offices, instead of making a saving by patronizing 
brokers. 

Tins circular is also intended as a warning to any tii-ket broker w ho may he tempted to dishonest 

f iractiecs tliat the association is in deadly earnest and will spare iieillicr eiiergj nor money to put 
mil out of the calling he has disgraced, 

'I’he honest and reliabk* broker can not afford to have reproach east uiioii his calling by the rascally 
traiKsaclions of any crook who may put < ait a sign as a tieket broker and profit by swindling those 
who from previous experience liiive reason to expect honorable lr(>atment at any tieket broker’s 
erainter. To the end ttiat the business may be purified of all unworthy cliaracters, the American 
Ticket Brokers’ Association now asks, and coutldently expects to receive, the hearty cwiperation of 
every honorable person in the business. 

By order of the executive committee- 


W. B. Caktf.h, Secretary. 


EFFECT ON I'ASSENUEK TltAVEL, INTERSTATE AND INTRASTATE. 

As passenger travel is always stimulated by reductions from ordinary fare, I 
should say that the effect of ticket brokerage is to increase travel, both local and 
interstate. 
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BBOKERAOE SUPPORTED. AND ENCOURAOED BY RAILROADS. 

The growth and development of ticket brokerage to the immense proportions 
it assumed from about 1^76 to 1896 was due almost entirely to the direct encour- 
agement and support of railways. Nearly every railroad of importance employed 
brokers; and when they could not make satisfactory arrangements with established 
offices, new offices were opened. 

When I became a ticket broker, 19 years ago, I started out with the regular 
issues of 3 linos of railways and in the following years dealt on the most friendly 
terms with all the great lines that looked to Detroit for business. My experience 
is similar to that of brokers in every part of the country. 

The purpose of using broker.s by railway lines is no doubt to get competitive 
business which they are unable to reach by ordinary means. 

Brokers who have been long established control a large trade that can be 
influenced bv reduced fares. New lines, desiring quick introduction to the pub- 
lic, commonly place tickets with brokers. After their purpose is accomplished 
and their trade is built up to the desired magnitude, it is not uncommon for these 
lines to join the hue and cry against the very source of their success. 

The weaker lines, failing to secure a living share ot passenger traffic, frequently 
find that their only means of escaping the receiver is to call in the help of the 
ticket broker. With correspondents in every part of this great country, it is not 
difficult for ticket brokers to quickly influence a large passenger traffic over any 
line where the cost of tickets is sufficiently low. 

STATE LAWK PROHIBITING TICKET BROKERAGE. 

With the concentration of railway interests, the forming of pools and traffic 
associations, a system of persecution was inaugurated against ticket brokers. 

The legislatures in all the States of the Union have been solicited time and again 
to pass “ antiscalping ” laws. In but 10 States have the opponents of brokers 
succeeded in passing bills of this character. In 2 of these States the law has 
since been declared unconstitutional. After years of the most strenuous effort 
our enemies have but 8 States to their credit, while the rest (some 37) are clear 
from laws so antagonistic to all rules of right and justice. In the 8 States the 
law is so extremely obnoxious t » the public that it is entirely inoperative except 
in the city of Philadelphia. 

In Congress the figlit has raged for a dozen years. Four years ago for the first 
time, after repeated failures, tiie advocates or this bill secured its passage in the 
House, but it failed of consideration in the Senate. Two years ago the bill was 
again voted upon in the House and won by a vote of 119 to 101, but again the Sen- 
ate refused to vote upon the bill. 

It is a fact worthy of note that the times selected to pass “ antiscalping ” bills 
in Confess were directly after Congressional elections. The bill is very unpopu- 
lar with the people, and the Congressman who would vote for it stood the chance 
of losing the support of a large number of his constituents. 

Our opponents have claimed some 381 newspapers as opposed to ticket scalping. 
I have not the statistics— but they are ea.sily obtainable— of the vast number of 
newspapers there are in the United States, and if only 381 of the entire number 
advocate an antiscalping law, it certainly does not speak very well for the propo- 
sition. The articles in these papers, as shown by the clipping bureaus, were 
nearly all from the same pen, it having frequently occurred that the same aiticle 
would appear as an editonal expression simultaneously in 40 or 50 papers. 

To show how the independent press views this subject I will read you a few 
clippings from editorial opinions in papers representing various parts of the coun- 
try from New York to San Francisco [Reading] : 

[Syracuse (N. Y.) Evening News, February 2, 1897.] 

Congressman Poole Is being flooded with telegrams from business men in Syracuse to opnose Con- 
gressman Sherman's bill prohibiting, e.xcept under restrictions, the resale of special rate tfcltets over 
the railroads. The bill is clearly against the interests of the people, although it may have some 
desirable features. Congress will do well to "go slow ” on this matter; it has a suspicious parentage. 

[The Denver Republican, February tf, 1897.) 

THE SCALPERS ANP THE RAILROADS. 

The action of the Senate Committee on Interstate Commerce, which yesterday decided to postpone 
action on the so-called antiscalper bill, at least until the next session, ought to be a lesson to the 
rallro^ managers who were eagerly clamoring for protection from the ticket brokers. The decision 
of the committee is, in effect, that the railroads should come before Congress with clean hands. 
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They have done all they could to defeat, nullify, and overthrow the interstate-commerce law end 
lire still evading and defeating its provisions In every way possible. They are unwilling to allow any 
protection to be granted to the public and still demand that they themselves be protected from the 
ticket brokers by an amendment to the law which they themselves condemn. 

While the ticket brokerage system may be an evil in principle, it is not practically the only avenue 
by which the public is able to profit by the competition between the railroads. When the railroads 
quit comoining and abandon underhand methods there will be small need for abolishing scalping. 

[The World-Herald (Omaha), February 10, 1897.] 

SCALPED THE ANTISCALPERS. 

The antiscalping bill has been laid to rest by the Senate, and the railroad lobby that had it in charge 
has turned iLs attention to other things. It became evident that the House would not sanction the 
measure when it came from the Senate, so the Senate committee quietly gave it its quietus. There 
never was any real reason why such a bill should bo Introduced Into the National Legislature, and 
the only po.s.sible excuse for its introduction may bo found in the attack made upon ticket brokers by 
the last report of the Interstate Commerce Commission. Had the proposed antiscalping bill become 
a law, it would have served to throw further restrictions around travel, and there are enough of these 
at the pre.sent time. A railroad ticket belongs to the purchaser, and there seems to be no good rea- 
son why he shfiuld be prohibited from selling it if ho concluded not to use it or any portion of it. To 
prohibit him from doing this would be about as sensible as prohibiting a man from selling some fur- 
niture for which he had no use to n second-hand dealer. The antiscalping bill had its origin in a 
desire upon the part of passenger-traffic managers to seiuire n firmer hold upon the traveling public 
and force it to yield to the exactions of pjissengcr pools. 

[Syracuse (N. Y.) Herald, January 23, 1897 ] 

Ilepresentatlve Sherman’s bill prohibit by severe penalty the sale of railroad tickets by " scalpers ” 
ought to bo “ killed.” A railroad ticket, paid for at a certain rate per mile, ought to be goo<l until It 
is used, no matter by whom used, if it has bt’cn fairly bought. We arc glad to leani that Major Toole 
will vote against the bill. It is a railroad job. 


[Chicago Kvening Journal, February (>, 1897.] 

ABOLISHING SCALPING TO PROTECT THE PUBLIC. 

The Tribune has made a few ml.stakes in its efforts to aid in abolishing the traffic in railroad tickets. 
It says the Sherman bill, making the operation familiarly known as ‘‘si'alping” a penitentiary 
offen.se, is in the intere.sts of public morality, imblic convenience, and fair treatment. Not one of 
these statements i,s correct. The public morals have not been undermineil by the liberty to buy and 
.sell property, 'i'he public convenience has not beensnerifleed; if it hud been, the business would not 
have continued 21 hours. And certainly there is nothing unfair about being able to get your money 
back on a ticket when you are unable to enjoy the privilege you have purchased. 

'I'hc consideration of morality is a (jueer point to raise In the Interest.s of the railroads. Thp com- 
panies’ agents have, however, succeeded m making the Baptist Young People’s Society believe there 
is something immoral in selling property if you have bouglit that property from a railroad company 
which has an interest in extenalng its control over it after it has pas.sed beyond the railroad’s owner- 
ship, and the statement of the society is cited by the Tribune to show how immoral the practice is, 
though no account is given of how the society arrived at Its conclusion. 

When a railroad sells a round-trip ticket it would rather have the return portion lapse. Where the 
holder seeks to have it redeemed the sum of the local rates is often computed, and he is lucky if he 
doesn’t find he really owes the company. The offer to redeem means little, and the only way to get 
fair treatment is to sell the unused portion of the ticket to a broker. 

Extensive privileges are given railroads to secure competition between them. They accept the 
people’s property and form pcails. The.se pools kill competition and are unlawful. Borne of the 
weaker lines keep the spirit of the law by violating the unlawful contract and giving large numbers 
of their tickets to brokers to dispose of. In this way the people get some of the advantage of the 
competition the pooling agreement seeks unlawfully to'kill. Anything violent, or vicious, or criminal, 
or unlawful in this? The Sherman bill not only attempts to deprive a large number of citi^tensof 
their mean.s of livelihood, but to cut off the public from a convenient and lawful and perfectly moral 
way of getting its rights from the railroad companies, which seek to withhold them. The lobby of 
30 lawyers the companies sent to Washington to rush the bill through without giving the brokers a 
chance to present their side of the case deserves ignominious defeat, 

[Addison (N. Y.) Advertiser.] 

AN EVIL TENDENCY. 

Legislative lunacy is an appropriate name for what is troubling some of our lawmakers, A bill 
lately introduced In the lower House of Congre.s8 Is an illustration of that malady. The author of 
this measure seems to be actuated by a desire to make his name immortal. 

The milk of the cocoanutis compressed In the Re<*ond and third sections of the bill. The second 
section forbids any person, no matter what may he his condition or idreumstances, from selling or In 
any way disposing of a railroad ticket or mileage book, except by gift, and the third section imposes 
a penalty of $1,000 and imprisonment for not more than 1 year for a violation thereof. 

Have railroad companies become so helpless that they need to call in the strong arm of the Con- 
gress of the United States in order to save themselves from the burden of carrying a poor man for the 
same price they have contracted to carry a rich man? 

Such lerfsiatlon, though generally couched in language intended to deceive the public as to its 
true intent, is but an effort to aid rich and powerful corporations to reap a reward at the expense of 
the common people. 

The time Is not far distant when those who do the bidding of the corporations and disregard the 
interest of their constituents, whose votes elevated them to a position oi power, will meet the con- 
demnation they so richly merit. 

Public sentiment and the good sense of the majority of the present Congress may be trusted to 
stamp out any such measure as the one proposed. 
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[Toledo (Ohio) Commercial, February 8, 1897,] 

Borne of the railway passenger agentH express little hope of the passage of antlscalplng bill. The 
measure is one of class, directed against special interests, that should not become a law. 


[Staunton (Va.) Argus, February 9, 1897.] 


CHOKE OKF THIS Bit, I.. 


The people at large have not asked and do not want such a law. It was conceived and is being 
worked by and in the interest of the railroad companies, and the true representatives of the interests 
of the people should vote it down in whatever form it Is presented. All elaases would suffer from 
such a Jaw save the wealthy. The merchant, the commercial traveler, the artisan, the laborer, and 
middle classes generally recognize and appreciate the 8a,ylng made them through ticket brokerage. 
It means a day’s wages to many in these light times. A constitutional (tuestion arises here— whether 
declaring a chosen vocation to be Illegal is not destroying a vested right. 


[Dally Tlmes-Herald (Dallas, Tex.), February 2, 1897 ] 


THE “KAILROAP SCAI.PKRS” KIM.. 


There is a bill pending in Congress entitled “An act (o regulate conimerce,” and whuh has been 
reported favorabV by the Commute on Interstate atul Foreign Commerce. The object of the bill is 
to prohibit the business of scalping railroad tickets and to puni.sh the party who undertakes such 
business. 

Outside of the question of the constitutionality of such a measure arises that of the expediency and 
the justice of the proposed legislation. The busine.s8 of the scalpers would .seem to be as legitimate 
as any other avocation. It is true that round-trip tickets, mileage tickets, excursion tickets, and the 
like are sold by the railway companies at a dl.scount under certain couditious, but to iiiako the pur- 
chaser and the seller of the unused transportation guilty of a crime i.s not only going too far, but 
would bo shamefully oppressive and outrageously violative of justice. The baker, the Imtchcr. tlio 
grocer, the restaurateur, and otherpeoplo and firms and corporate bodies do frequmilly is.sue return 
tickets, coupons, etc. They have and set a price upon their property thus sold in lump; they receive 
the spot cash for the same, while the purchaser takes all the chance.sof loss, in its inanilold ways. It 
1.9 a neutrality of contract In one seii.se, and yet it is in many respects a one-.sided affair for the very 
reason that the buyer never gets value received uules.s and until all tho.se ohance.s have been removed 
by the possession or use of the property. In the matter of (ravel the buyer of transportation assumes 
numberlo.SvS riHk.s. Now, to at all equalize the matter, it is but right that tlie .seller, that the railway 
company, in the special subiect now under review, should honor this obligation to furnish thatwhicfi 
was nought and paid for, whenever presented A bank note goes out upon the world, and if A i)rc- 
sents the one-half of It and B the Identified other one-half, each should receive the (piantnin due to 
each. And so with a tran.sportation ticket, If A uses it to a certain extent, to one point, B should in 
all justice be allowed to use it for returning. 

From another point of view, the convenience and the saving to thousands of travelers, on whom it 
Is incumbent to economize every dime, is a matter that deserves cou-sideration. The richer classes 
and the favored ones can better afford to expend more, and buy at first hands if they choose, but to 
the poorer these out rates are boons, while to tho.se who .sell there is jti.st that much saved. 

And yet, in view of all these things, it is proposed that the great National (longre.ss, suppostsl to 
represent the people, should Indulge in such legislation a.s to make a citizen guilty of a crime with 
penitentiary punishment .simply because ho sells or buys an unused trttn.sjiortatum ticket. Jt would 
seem that where the companies receive their quid proquo in advance and have fully protected them- 
selves, the legislation should rather bo for the protection of the feebler individual in getting back, in 
some shape, what he has paid for, since he, at least, has obtained nothing under false promises. 

There are articles of a similar nature, many of them very strong, from the 
Piqua, Ohio, Morning Dispatch; Meadville, Pa., Messenger; Chicago Evening 
Journal; Kansas City Star; Syracuse, N. Y., Evening Herald; Salt Lake City 
Tribune; Arkansas Gazette; Charleston, S. C., Post; Grand Junction, Colo., 
Daily Sentinel; Detroit Evening News; Grand R^ids, Mich., Herald; Buifalo 
Evening News; Youngstown, Ohio, News; Dallas, Tex., Herald-Times; Memphis 
Commercial Appeal; Hagerstown, Md., Morning Herald; White River JunctVn, 
Vt., Landmark; Louisville, Ky,, Courier- Journal; Omaha World-Herald; Chat- 
tanooga Times; Duluth Evening Herald; Duluth News Tribune; Cleveland Plain- 
dealer; Denver Republican; Wheeling Register; Sioux City Jouimal; Richmond 
State; Cleveland Leader; Roanoke, Va., Times; Baltimore Morning Herald; New 
York World; St. Louis Star, and from other newspapers all over the country. I 
will simply file the printed copy, because I would weary the commission by the 
repetition of these ideas. 

Perhaps the strongest factor the advocates of the antiscalping laws have had 
to contend with is the intense opposition to laws of this character evidenced 
by the great masses of the people and especially by societies of organized labor. 

I have here a pamphlet published in 1898, when this subject was under discus- 
sion in Congress, giving the protests from legislatures, traveling men s societies, 
and, I might say, almost every labor organization in the United States, with the 
single exception of the distinctively railroad organizations. I recall a conversa- 
tion with the president of one of tne ^eat railway labor organizations. I hap- 
pened to meet him by accident. I said to him. Why did your people pass that 
resolution asking Congress to pass the antiscalping bill? He colored and said: 
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“ Well, the conductors asked us to do it. ’ After some little conversation he brought 
his fist down upon my counter and said: “ When I buy a railroad ticket, that 
ticket is mine and I have got a right to do what I please with it.’’ 

And although these railroad organizations have passed resolutions of that kind, 
I do not believe there is a single individual member, who has given the subject 
any thought, who docs not believe that when he buys any railroad ticket he has 
a right to do what he pleases with it. 

Q. (By Mr. Kennedy.) What are the names of the labor organizations?— A. I 
win give you some speciallv. The American Federation of Labor, with a mem- 
bership ot very nearly a million at the present time, I think— they claim to repre- 
sent 2.000,000— have at their four last annual conventions condemned this bill 
in every sliape. 1 will give you a specimen. Two years ago in Detroit the Amer- 
ican Federation of Labor passed the following resolution [Reading]: 

WhcrcAS one of th(‘ first bilN infrodaoed in the prosont, tho Fifty-fourth, Cou^rreRs is a moasuro 
known as an “ imtiscalping” hill, the pnwisions of wliioh make it a crime jninishuble by heavy fine 
and imprisonment for any person other tlian an agent authorized by a transportation company to 
sell a passage ticket, or for any ja'rson to huv a lieket except from .such agent; and 

Wheri'as hills of similar eiiaraeterlnue been heltin* Congress nearly eveiy .M'.ssion for the past 10 
years, urged solely by the great trusts and illegal traflic as.sociations and kindred interests, and liavo 
failed of final passage because ot th(> fact that in tlie Cnited Stales Senate and IIou.se of Ri'presenUi- 
tives there are still mauv staumdi ehamiaons ot right who have Ihstened to the unanimous protest of 
orgaiii/e(i labor and fought loyally lor tne liberty and property rights of the common people: There- 
fore be It 

, That tlie American Federation of I.abor, in this its nineteenth annual convention a.ssein- 
ble<i, hen'by reallinris the le.solul ions ot the seventcendi and eighteenth eoiuentions denouncing 
“anti.sealping” legislation, and we now call uj)(»uall United States Senators and members of Con- 
gress who jilaei' tlu' rights and bc'^t interests of the great masses of the ncople before that of trusts, 
eornorations, and moiio])olies to bury this inlamoiis bill, and others of like ehnraeter, iii an oblivion 
so tleep that then' v ill be foi il hereafter no resurreetlon 

At the lust mct'tiiig of the federation, in Louisville, in Decembt'r. 1000, the fol- 
lowing resolution was adojited. This is ti certificHte front the secretary [reading] : 

Wash iN(, ION, li (’ , Janutiri/ 18, 1901 

'I'o whom It may eoiu'ern 

This IS to certify that at the twenlu'th annual eoiueiition ol tlie \meiieau Fedeiation of Jaihorlhe 
following iireamhle and re.solutions weie uuauiiiioiisly mlopled 

Whereas tin* .so-( ailed “autisenljang” bill, wliieli has been denounced bv resolutions ni the throe 
last annual eon\ (‘iitioiisof this organization, is hefon' tlie (Nanmittee on Foreign and Jiiterstate Com- 
mereo of both JIou,se.s ot Congress Theielere he it 

Hi'soji'ol, That tlie Amerienn Fedeiation of Labor, in this its twentieth annual ses.siou a.ssembled, 
again declares uiialteiable opjiosition to the letter and spirit of this bill 

Jiewlnd, Tliat the members of oui legislative eommittee la', and are bereliy. instnictcd tooppo.se, 
by all honorable means, the pa.ssage by Coiigress of this bill, or any other bill embodjing the same 
principles. 

l-'KANh Mokiuson, .SVe/ttm (/ d F of L. 

The gcncrnl assembly of the Knights of Jdihor that met in Birmingham, Ala., 
November 11)00, adopted the following resolution [reading]: 

Whereas the so-called antisealpmg bill was introdneed into both Houses in the present .session of 
this, the Fifty-sixth, Congress, and 

tVhereas this bill ]troposcs to make iTiminal and punish hv heavy Hiie and imprisonment the act of 
selling a railway lii'ket unless the ]>arty so selling has written aiithoritj from a eorixiratiou control- 
ling railway, s; and 

Whereas the rirovisions of this hill would convert an innocent act into a new erinu' or take from 
the citizen Ids liberty and rights of piopi'rty guaranteed umh'r tlu' Constitution, invest corporations 
Avith a soveri'ign and oppressive power, strip the Stale oi jurisdiction, and confer it upon the Federal 
courts Therefori' lie it 

fie, sofwd. That the order of the Knights of Labor in general eoiiventioii assembled denounces this 
hill as a strictly corporation measure, di'.signed to throttle eompetition, make ea.sy the mainteiianee 
of pool and illegal trafhc as.sociations and combinations, and to force those who pay lailway fares to 
submit to the prices fixed by these trusts 

Fesolval, That we hereby enter an earnest and emphatic prote.st against tlie passage of this bill or 
any other measure embodying the same pnneiple.s, and urge all meinbi'rs of Congress w’ho de.sire 
to truly re}irescnt the people to use their best eliort.s to prevent a measure so antagonistic to all right 
and justice from h('eoming a law. 

Rcmh'td, That tlie secretary he, and is hereby, instructed to mail a eopy of these re.solutions to each 
member of Congress. 

The National Building Trades Council of America, in convention at Milwaukee, 
passed the following resolutions January 12, 11)00 [reading]: 

To whom it may concern 

The following isa copy of the preamble and re.solutions passed by a unanimous vote of the National 
Building Trades Council of America January 12, while assembled in annual convention at Milwaukee, 
Wis. 

Whereas there has been introduced by Senator Gear, of Iowa, in the United States Senate, and Con- 

f fres.sraan Sherman, of New York, in the House of Representatives, measures known as "aritlsealp- 
ng” bills; and 

Whereas the purpo.se of these bills is to aboliish. through the Federal courts, the business of offices 
selling railway passage tickets at reduced rates, and force upon all who travel and pay their fare the 
rates fixed by illegal pools and traffic associations; and 
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Whereas these bills provide a heavy fine and imprisonment for any person to sell a railway ticket 
unless ho has a certificate of authority from a transportation company, thus conferring upon corpo- 
rations a sovereign power: Therefore, be It 

Resolved, That the National Building Trades Council, In this its annual convention assembled, 
declare these bills to bo trust measures of the most offensive character: that it is class legislation, 
and a dangerous menace to the liberty of American citizens and to individual property rights. 

Resolved, That wc request all labor organizations and kindred interests to unite with us in urging 
upon Congress the intense opposition to this obnoxious trust measure felt by the wage-earners of 
America. 

Resolved. That the secretary be, and he is hereby, instructed to mail a copy of these resolutions to 
each meraberof this the Fifty-sixth Congress. 

Respectfully submitted. 

H. W, .Stkinbiss, General Secretary- Treasurer, 

The printers and, in fact, all of the gi’eat labor organizations of this country have 
adt^ted similar resolutions. 

Now I wish to refer to matters and statements that have been made before 
this commission. In looking over the testimony of several distinguished railroad 
men who have appeared and testified, I find the only case where anything like 
specific charges against the practice of ticket brokerage liave been made is in 
tne testimony of Mr. Blanchard. I will try to reply to these charges in the same 
order in which they appear in the printed proceedings. 

As to the statement that the laws of 10 States prohibit ticket brokerage, it is 
sufficient to reply that in 86 States the legislatures have refused to pass similar laws, 
that in 2 of the 10 States where such laws have been passed the highest courts of 
the States have declared the acts unconstitutional, and that in the 8 States where 
the law exists it is inoperative. As to the fact tluit a law exists in Canada pro- 
hibiting ticket brokerage, I will say that at the time this law went into effect 
• there were but 8 brokers in the Dominion, 2 in Toronto and t in Montreal. No 
resistance could be organized to show the case from the standpoint of the broker. 
But at that time and for many years after the Canadian roads openly paid com- 
missions to brokers in the United States and it is probable they are doing so to- 
day. The traffic in tickets by individual pa.ss('nger8 and by hotel clerks is common. 
I have never heard of a prosecution under the law. 

The advocates of an “antiscalping” law have laid great stress upon the 
recommendation of the Interstate Commerce Commission, in December, 1806, 
that a law be enacted prohibiting the sale of interstate pass^o ti(;kets except by 
authorized agents of the railways. That was 4 years ago. Three annual reports 
have since been filed by that commission. All the principal subjects relating to 
transportation have been exhaustively treated in these reports, except that of 
ticket brokerage. This omission appears very significant. It is not the result 
of accident or oversight. The commis.sion has chosen to ignore the subject. Is 
it not probable that a closer acquaintance with the objects and methods of those 
who are so loudly calling for the scalp of the broker has taught them the error of 
their earlier jud^nent, and convinced them that the power an antiscalping law 
would place in tlie hands of the managers of the great pools and traffic associa- 
tions could be, and would bo used to the detriment of the people? 

Mr. Blanchard says in his testimony that the best moral sense of all the com- 
mercial world is against the business of ticket brokerage. To give the commis- 
sion an idea of how the “best moral sen.se of the great commercial world” was 
secured, I call your attention to the following circular, which was sent out from 
this city by a committee employed to urge upon Congi’ess the passage of the 
80 -callea “ antiscalping ” bill during the ses.sion of 1897-98 [reading] : 

“Antihoalpino Bill Headquarters, Shoreham Hotel, 

"Washington, D. 0., December 10, 1897. 

“Mr. L. P. Farmer, 

“ Commissioner, l/ffi Liberty street, Neia York. 

“ Mr. N. E. Weeks, 

“ Chairman N. E. Passenger Association, Boston, Mass. 

“ Mr. F. C. Donald, 

“ Commissioner, Central Passenger Association, Chicago, 

“Mr. B. D. Caldwell, 

“ Chairman Western Passenger Association, Chicago. 

“ W. W. Kent, 

“ Chairman, 723 Seenrity Building, St, Louis. 

“Joseph Richardson, 

“ Chairman S. E. Passenger Association, Atlanta, Oa. 

“Gentlemen : The House Committee on Interstate Commerce will give a hear- 
ing on the antiscalping bill on Friday, December 17. This committee consists of 
17 members, 8 of wnom, viz, Hepburn, Fletcher, Sherman, Wanger, Joy, Corliss, 
Bennett, and Stewart, served in the Fifty-fourth Congress and were favorable to 
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onr measure. The other 9 members, viz, Simpkins, Davy, Henrichsen, Adamson, 
Barham, Hawley, Mann, McAleer, and Davis, are new members who have as vet 
been untried, and on these latter-named gentlemen it is absolutely necessary that 
all possible influence be brought to bear by telegrams or letters before the date of 
meeting to secure their favorable cooiieration in passing the bill favori^bljr from 
the committee to the House calendar. Can I therefore suggest that you will pro- 
mulgate this information to each and every member of your association, in order 
that they may take immediate action? 

“ I would also request that correspondence be opened at once with the president 
or secretary of each and every society, organization, etc., requesting reduced rates 
for conventions and meetings, with a view that you secure the aid of said organ- 
izations in passing favorable resolutions, addressed to Senator Cullom and Repre- 
sentative ifepimrn, and also for individual letters from prominent members 
of said organizations, addi-essed to tlieir respective Senators and Representatives, 
and, so far as possible, keep this office advised of action taken. 

“ The enemy are sending in petitions from minor labor organizations and letters 
from country merchants and various persons in opposition to the bill.” 

(1 know in Michigan wo had everyone — the legislature and the governor, every 
commercial organization in the city of Detroit, the mayor and citv council, the 
board of trade, tlie merchants and manufacturers’ exchange, all of the banks, and 
all of the commercial-traveling and labor organizations— protesting against this 
bill. I do not know whether they would r(*sent the imputation that they were 
country merchants or not.) 

[Reading:! “After action on the ITth it may be necessary to again organize 
throughout the country for an aggressive campaign in securing petitions in every 
town along the lines of railways. 

“Should this plan bo adopted, and T hope it will, it would bo wise to have each 
local agent instructed to se<iure at the head of each petition the name of the most 
prominent man in his town, inasmuch as the Congressional Record reprints the 

petition, as follows: ‘ Petition from John Brown and 25 other citizens of 

town.’ You will understand by this that the hjading man should bo one of influ- 
enc«i, in order to command attention. Tlie agent should also be instructed to 
totalize the number of names on (‘ach {letition and forward a postal card to this 

bureau, stating as follows: ‘ Petitions of Jolm Brown and others forwarded 

to Senator and Rtqiresentativo this date.’ This is essential, 

inasmuch as we propose watcliiiig the Record, and if within a reasonable time the 
petition is not shown in tlie Record we will undertake to follow it up by a personal 
canvass and secure its recognition. 

“ This work is most useful, as from time to tiling we are enabled to show the 
chairman of the committee in the House and in the Senate, or the Senator or 
Member in immediate charge of the bill, the totalization of people who are in 
favor of the measure.” 

(This shows the methods by which the petitions in favor of the passage of that 
bill were obtained. An agent of a railroad company in a country town, probably 
the most important man in the town, had instructions to obtain these signatures 
and he got them; his job depended upon it.) 

[ReacIing:J “ The, cooperation of the clergy is essential, provided they largely 
dwell upon the fraudulent character of the ticket-scalping business; also from 
leading merchants, manufacturers, editors, and other influential citizens. 

“If we could receive copies of letters from the most influential clergymen and 
merchants for publication in circular form it would bo most beneficial. 

“The scalpers are here in force and are systematically organizing a strong 
opposition.” 

(The force of the “ scalpers ” consi.sted of two men, representative ticket brokers. 
One was from (Chicago and one from St. Louis. They were hpe simply to pre- 
sent the case before the committees of Congress and to explain the business of 
ticket brokerage, of course, to any members who might be willing to listen to 
them.) 

[Reading:] “I trust that all members of your associations will not overlook the 
tact that unless the bill is passed in both Houses this session it will be, in our 
opinion, almost impossible to secure favorable action for some years. After the 
close of this session the members then commence a strong canvass for reelection, 
and unless the feeling is overwhelmingly expressed in our favor they will be 
lukewarm in order to avoid criticism from the opponents of the measure in their 
respective districts.” 

(It cost votes, and, as I explained in my testimony before, the two notable 
attempts that have been made Uj pass this bill were sprung directlj[ after an elec- 
tion. A Congressman then had two years before him anyway, and his constituents 
would probably forget all about it before the next election.) 
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[Reading:] “We would also respectfully request that all general passenger 
agents, in addition to the instructions given to local agents, will tlioroughly can- 
vass the matter with the traveling passenger agents to promulgate this measure 
throughout the country, securing whatever aid they can with business people 
generally, and also to closely woi^r up the matter with local agents. 

“ In order to thoroughly acquaint the traveling passenger agents with the bill, 
principles of same, etc., we would suggest that each general passenger agent call 
his force together and advise them fully upon the necessity of careful and effi- 
cient work. 

“At some length we have outlined the general work required, feeling assured 
of the hearty cooperation of all officials of the railroads throughout the United 
States. 

“ Very truly, yours, “ M. C. Roach, 

“Jas. V. Mahoney, 

'"Bjimm Com.'' 

Mr. Blanchard makes reference to the business of .stock and merchandise bro- 
kers, that they deal only with princiiials, and that ticket brokers are independent, 
and therefore there is no means of regulating them, etc. I reply: While 
stock and merchandise brokers may originally deal with principals, do these 
agents retain control over the commodities they handle after receiving the price? 
Railroad tickets are first purchased, of course, through authorized sources; but 
the advocates of the antiscaliung bill would try to still retain control over that 
proixii’ty after it passes from their hands. 

He says further: In order to sell cheaper, the brokers must get the tickets 
cheaper, and therefore it is a violation of law, because railroads are compelled to 
file their rates. This argument carries with it the proposition that the acts of 
traffic associations must liave the sanction of law. 

It is well understood that the rate-making power has been taken out of the 
hands of the officers of individual roads. A railroad may not even run an excur- 
sion without the consent of the passenger association of which it is compelled to 
be a member. 

Therefore, according to his logic, when a rate is made, that is the law. The 
man wlio cuts that rate is a violator of the law. “ The king can do no wrong,” 
and we sliould meekly bow to tin? dictat(^s of rate-niakmg associations. 

He says again tliat “ every dollar they realize belongs to some railway company 
or passenger who has been wronged to that extent.” 

After having received its price, how can a railway be wronged? And liow can 
a passenger b(} wronged who voluntarily sells his ticket to a broker, and, as an 
almost invariable rule, receiving more for it than the redemption bureau would 
allow him? 

The method of redemption is to deduct for the part of a ticket used the regular 
local fare and return to the passenger whatever difference there may be. I will 
get to that later, showing what value the redemption bureau would be ordinarily 
to a passenger who has a ticket he Ctan not use. 

Mr. Blanchard says (Report of the Industrial Commission, Vol. IV, p. 022) 
[reading] : 

“ Proceeding from these foundation principles, we oppose scalping: 

“ (a) Because its cessation means the stoppage of manv secret, fraudulent, and 
illegal practices, which create undue, unreasonable, and unauthorized discrimi- 
nations in the passenger fares duly made, published, posted, and tiled according 
to law.” 

I reply that the cessation of ticket brokerage means the destruction of compe- 
tition. The broker in some degree prevents discrimination by the very publicity 
of his business. Discriminations are going on constantly in the offices of rail- 
ways. Social and political debts are paid by passes and special-rate tickets. 
Shippers and men of influence are hourly favored. Holders of tickets upon which 
limits have expired, if they have influence sufficient, can get an extension of time. 
The ordinary passenger, not enioying these special privileges, has to submit to the 
regular rules, except for the relief secured through the offices of ticket brokers. 

Mr. Blanchard further says [reading]: “(h) Because resold tickets cut the local 
fares from the points where they are sold, and thereby produce fares and differ- 
ences in fares not intended or authorized by the railroads and forbidden by law. 
To that extent they create unjustifiable preferences between persons, localities, 
and also to trade bodies, conventions, and other associations moving in large num- 
bers, by extending the reduced fares granted to such bodies to persons not entitled 
to receive or use them.” 

Is this not a distinct advantage to the public? After receiving its price, can the 
railway be improperly injured? The law requires that excursion rates shall be 
available to the general public. After selling tickets and providing accommoda- 
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tioiis, the railway can not be injured by A riding on the ticket sold to B. As a 
matter of fact, round-trip tickets are never questioned on the going trip. It is 
only the return parts of tickets that railroads try to repudiate. 

I have in mind a case that I noticed particularly on an overland trip to Cali- 
fornia— on the return trip. The ticket collector on the train came to me in great 
glee and said, “ I have just made $15; I have caught 3 ‘ scalps.’ ” “ What were 
they?’' “ Why,” explained the collector, “ there are 3pa8sengers on this train that 
have tickets that I refused to honor and have taken up, and I get $5 apiece for 
such tickets. ” ' ‘ What was the matter with tliem: were they fraudulent?’’ ‘ ‘ Oh, 
no; but they had not been properly executed, or .something of that kind, and. 
according to the contract, the company does not have to accept them.” 

I looked up the cases, and I found that in every ca.se the tickets had been jirop- 
erly purcliased; at least the full fare of the round-trip tourist rate had boon given. 
One case in particular I remember. A young man with his sister had gone from 
Minneapolis to California, purchasing 2 round-trip tickets, 6 months' tickets, and 
the lady had signed the 2 tickets. The name I have forgotten. Going, the 
tickets were not (piestioned. On the return jouniey it was necessary for the lady to 
return first. She went to the proper office and signed her name to both tlie tickets, 
as she had done when purcliasing them originally, and they were stamped by tlie 
agent. When, a few days later, the brother took the train, his ticket was refused, 
no excaise would go, and his ticket was confiscated an<l lie was compelled to pay 
the local fares from point to point, and local fares West are very high. He was 
not instructed how to get his money. I told him (when he got to his destination, 
if he had money enough) how to apply for a refund. In that way the company 
received twice the fare. 

Mr. Blanchard said [reading]: “(c) Because the closing of unauthorized bro- 
kers’ offices would doubtless atop the inducements now existing to steal , alter, forge, 
counterfeit, or plug tickets, or issue tickets bearing ficiitiou.f indorsements as to 
extensions of time, and would also curb or prevent the sales of passes, advertising, 
editorial, and mileage tickets by sellers, buyers, and reissuers. It is also to be 
emphasized that it would substitute authorized and accurate information to the 
traveler, tor the false representations now constantly made by brokers in order to 
sell their tickets, in resi)ect of routes, time, change of cars, sleeping cars, checking 
of baggage, connections, etc. Recent tests show the great extent to which this 
misrepresentation still exists. 

“ I would like to say, in connection with this .subject, that the ticket offices of the 
scalpers in New York were visited recently, and in nearly all of those visited untrue 
or misleading representations were made in some rej^ard as to connections, time, 
or some otlnn- fact in connection with the actual facilities of travel.’’ 

There are laws in every State against stealing and forging. If the laws we have 
are not coiisidt^red .sufficiently .stringent to correct such ’abu.ses. we make no objec- 
tion to the enacting of the most stringent laws upon this subject. 

I have already shown that our association has a standing offer of reward for the 
arrest and conviction of parties guilty of this particular variety of crime. 

As to the authorized and accurate information, the ticket broker is often better 
(pialified and is more disinterested in giving accurate information than the author- 
ized agents of rival lines. 

The confidence and good will of his iiatrons are very e.ssential to liis success. 
He must be obliging and truthful as a matter of business. 

It is a very common experience in the offices of brokers to have travelers who 
are already equipped with tickets ask for information, claiming that the regular 
agent was either too busy or too indifferent to give them attention. 

In the conimission’s rtmort of the testimony of Mr. Blanchard the following 
occurs Treading I : “Q. (By Professor Johnson.) How could you get at such 
information?— A. By sending persons to the scalpers’ offices to ash if .such and such 
lines made certain connections, or did this or that; would such and such tickets be 
acceptt'd on certain trains, etc.; the time of trains, number of times transfers took 
place, and information of that general kind. 

“ Q. And you know from sending for that information?— A. Yes.” 

This reference by Mr. Blanchard to the spotter opens up a subject upon which 
volumes could be vritten. He is the u.seful tool of the rate-making powers and the 
traffic pools. A fair idea of his methods and the way that professional liars are 
made of people who would prefer to be honest in^ be gained from the following 
article, clipped from the Chicago Daily News of June 7, 1000 [reading] : 

ON THE SCALPERS’ TRAIL—HOW THE BIO PASSENGER ASSOCIATIONS RUN DOWN ILLEGAL TRAFFIC IN 
RAILWAY TICKETS— MEN AND WOMEN “ SPOTTERS A NOVEL KIND OF DETECTIVE WORK. 

Old and new methods: In years pne by each Individual railroad company, when it thought the 
general passenger a^ent of another line wa.s manipulating the market through some friendly scalper, 
used to coast about in a dilatory sort of way and nnd out what ho could, ana then sharp letters would 
ny back and forth making accusations against competitors, nnd there tho affair would end. Now all 
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thl« ia clianged, and the change was brought about by the growth of the passenger associations, two 
of which, the largest in the country, have ihelr hcadouarters in Chicago. One of these is the Western 
Passenger Association, which is made up of all the lines running west from Chicago and governing 
also the roads reaching to the Southwest and Northwest. The other is the Central Passenger Associa* 
tion, which controls the doings of the Eastern trunk lines and also those reaching to the Ohio River. 

Keeping tab on the “market:” To those organizations, during the pastSyears, have been relegated 
the duties of keeping bib on the “market,” ns the scalpers are designated. Each year the chairmen 
of these two a.ssoeiations have nut into effect more expert methods of spying out the conditions as 
regards the abuse of railway ticKets and pa-sses, until tne brokers now freely admit that the system 
of espionage is so strict that it very seriously hanciicaps their business and subjects them to a large 
loss annually. 

Not only does this system of “testing the market” ajiply to Chicago. It Is so extensive that it 
includes all other cities and towns of any importance where scalpers thrive, and such cities as Omaha, 
Denver, Kansas City, St. Paul, and MinneapollH, St. liouis, Cincinnati, and all places where conven- 
tions of any Importance are held, are as closely watched under the direction of the head of the pas- 
senger association as is Clark street in Chicago, the liotbed of all ticket brokers. 

Tne “spotters” emplojed for making the tests are usually men furnished by some one of the pri- 
vate detective agencies, and oftentimes special iletails of women are asked for. 

When the agents are not from a detectWe agency, some of the clerks, young men and women 
employed in the mileage bureaus of the a.s.sociations,nrc sent out on the street and are initiated into 
the business unless they make decided objection to the work. 

Ruch tickets as are picked up by the operators arc tiirmsl into the association’s office, and then the 
chairman procci'ds to notify the roads by which they were nsued lliat a certain ticket of a certain 
kind has been found in the street and the road is requested to remit for its full tariff value. This is 
in the eases of editorial and half-rate trunsjairlation. In the ca.se of lausses. Immense numbers of 
which get into the hands of the hrok(*rs,the parties or concerns to whom they were given are simply 
placed on the so-called “confidential list,” which means that further coiirtcsie.s will not be extendea. 

As regards free transportation by the scalpers, it is said thatoiily a certain claas of the brokers will 
handle this business, the more reputable ones refusing to have anything to do with it. 

* » * * * * * 

“Spotters move from city to city:” When the operators have become ton well known to continue 
their work in one Held, they are shipped to another city, and the testing of the street is taken up there. 
En route they are used as so many “ spotters ” on the train conductors, the passenger a&soclations also 
keeping in touch with the transportation that is handled by conductors on trains 

A feature of this testing the market tvhich perhaps is not generally known to the imblic, and which 
hits the brokers the hardest, is the lifting of the, mileage tickets All such tu'kets bought up on the 
market are confiscated by the two iiassenger associations, and in a year’s time it means an immense 
financial loss to the brokers, who are Just so much out of pocket. When very severe tests of. the mar- 
ket are being made, the a.s.soc1atlons oftentimes get outsiders, in tho guise of traveling men, to help, 
and in this manner much mileage IS secured from the scaliiers which otherwi.se they would not let 
go, because of their fear of the “.sjiotters.” 

Tills innovation of recent years nut into effect by tho railroads has jiractically clipped the wings of 
the broker element and has bud tne effect of driving many of them out of the business.” 

ThiH HhowH a method that is in vo^^ne with some of the more unscrupulous 
roads. It is but fair to sav that there are railroads or managers of railroads who 
are opposed to us from a business standpoint, who are too honorable to stoop to 
such methods. But with the unscrupulous the ticket broker is helidess. He puts 
out a mileage book and has to guarantee it to the passenger; the man may oe a 
spotter, and come back with a receipt— ticket taken up by tho conductor — all 
lost, and the value must necessarily bo refunded; and this article says it goes into 
the treasury of the great traffic as-sociation and causes annually a great loss to the 
ticket broker. 

Mr, Blanchard says [reading]: “(d) Because scalpers have induced some con- 
ductors not to cancel tickets taken np,in order that they may resell them in their 
scalping offices— and sometimes more than once— for their joint benefit.’’ 

In an eiroerience of 19 years I have personally known of but three or four cases 
of this kind and I had the satisfaction of reporting them to the railroads interested. 

Mr. Blanchard says [reading): “^c) Because they have corrupted clerks and 
ticket distributors in some railway general offices by inducing them to purloin 
and dispose of irregularly issued tickets for a consideration.” 

Such things have no doubt occurred, but if common among brokers the spotter 
system of rmlways would soon unearth the scandal. I have seen no evidence that 
such customs are at all prevalent in all the information laid before legislative 
bodies during the past 10 years. 

In that connection I want to call your attention to a specimen of the sort of 
argument that is used against ticket brokers. In this little pamphlet entitled 
Museum of Ticket Scalping Iniquity, are shown tickets that were some of them 
issued 10 years ago; photographs of the tickets showing the methods by which 
they were used— by which changes were made, tickets plugged, etc. In all this 
Sieged evidence there is but one single case where a direct charge is made against a 
broker ; but it says ‘ ‘ a scalper did so and so “ this was done by a broker. ” There 
is only one case, as I remember, where a name is mentioned, and in that case the 
man was exonerated by the courts. 

This pamphlet came out about two years ago, and was issued by the central 
antiscalping committee, of Chicago. Quite recently an exact counterpart of the 
greater part of this pamphlet, this time purporting to be issued by the National 
Sssocianon of Merchants and Travelers of Chicago, h&,8 appeared. 
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It seems to me a sin^lar thing that men as shrewd as the i^assenger agents and 
managers of railways ^ould try to use this sort of tiling as evidence before a body 
of men of as high intelligence as United States Senators and memliers of the 
House of Representatives, when the pretended evidence would not convict any 
one of wrongdoing before a country justice of the peace. Of course I can not 
sav that none of these specimens were used by a ticket broker, but I know some- 
thing of the class of men that are employed by railroads to get evidence, and I 
know that these men are entirely capable of making evidence if they can not get 
it by any other means. 

This is a specimen of the class of charges that are brought against ticket brokers. 
Now, in trying to combat these false representations, we are absolutely helpless. 
Statements will be published in the newspapers that such and such a person was 
defrauded by a “ scalper;” his ticket was no good. The name of no broker is used, 
and there is no chance for a libel suit. A year ago in St. Louis a news^iaper came 
out with a very scathing article against ticket brokers, calling them rogues and 
thieves. Two or three ticket brokers in that city brought suits for damages for 
libel, but they were thrown out of court because the charge was general— no par- 
ticular person had been mentioned. We have to suffer that sort of persecution 
and are helpless. 

Mr. Blanchard says [reading]: “(/) Because many scalpers operate in clear 
violation of law, notably in 10 Mates wherein they nullify the statutes thereof.” 

This has been replied to before. It may be well to refer to recent cases in the 
city of Philadelphia where 4 hotel clerks were fined $200 each for handling rail- 
road tickets. Of all the cities in this great Union Philadelphia is the only one 
where a citizen can be fined in court and rest under the fear of imprisonment for 
the sale of a railway ticket. I know nothing of the merits of these cases, but 
from published reports the onl v offense committed by these young men was that 
of disposing of tickets handed them by guests of their hotel, the transactions 
being greatly similar to the transaction illustrated to this commission by Presi- 
dent Stickney when he sold his ticket to Big John in the Grand Pacific Hotel in 
Chicago. 

Mr. Blanchard says [reading]: “(p) Because many scalping offices are in the 
nature of fences or pawnshops, both of which latter are subject to legal or police 
regulations and examinations, while scalpers’ offices, being used for similar pur- 
poses in another commodity escape such safeguards against misuse and frauci.” 

In many of the cities of this country ticket brokers are licensed. This license 
has often been solicited and secured by brokers, who by this means have sought 
to keep out undesirable characters. 

Mr. Blanchard says (reading]: “(/t) Because the railroad companies are held 
responsible for disturbing passenger conditions, which th(^y disapprove, and which 
they ask the aid of law to effectually resist and jirevent.” 

If railroads contend that ticket brokers are respon.sible for disturbing passenger 
conditions, how do they account for disturbed conditions in freight traffic where 
brokers do not opeiate? 

Mr. Blanchard says [reading]: “(i) Because scalpers incite railroad wars and 
reprisals as the best means by which they can procure the greatest number of 
tickets at the lowest cost, and by shitting their bu8ine.s8 from one road to another 
and by working in conjunction with other unauthorized or pliable agencies, they 
have frequently produced the serious contentions in fares which they desired.” 

The rate wars of Canada refute the statement that brokers are responsible for 
rate wars. But if rate wars are undesirable, a law could be enacted forbidding 
them. 

Mr. Blanchard says [reading]: “ (k) Because when a railway company decides 
to secretly reduce one or more classes of through faros, it dares not do it in its 
own offices in violation of the interstate act, of various State statutes, and of the sev- 
eral tariffs which it has published, filed, and posted pursuant thereto, but usually 
avails cf ticket scalpers’ offices to collusively violate the act, a course whicn 
involves better intending lines in a demoralized scramble for business. I do not 
mean that this practice is now even considerably resorted to by the railroads. It 
has been gradumly circumscribed, but if scalping offices were altogether abolished, 
or their authority required to be made legal, it would tend to the entire cessation 
of these joint resources and practices.” 

The ticket broker offers to-day the only means by which the traveling public 
may escape the autocratic rule of the great traffic associations. Abolish him and 
exactions would be practiced from which there would be no relief, at least not 
wi^in the means of the poor and uninformed. 

Mr. Blanchard says [reading] : “ (/) Because scalpers afford no honest informa- 
tion or accommodations to travelers which the railroad companies do not desire 
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road ticKet agents at all points will transmit unused coupons to the redemption 
bureaus and give all desired information.” 

In this the gentleman is wholly at fault. As before explained, an element neces- 
sary to the success of a broker is the confidence and good will of his patrons. As 
to the matter of redemption, I will answer that a little later. 

I think I might, perhaps, illustrate the value of the broker in saving the passen- 
ger from loss through the undue exactions and iron-clad rules of railroads by a 
case that occurred recenliy in my own experience. A young man came into the 
office with the return part of a ticket to Duluth, Minn. The fare is $19.25. He 
asked me what I would pay for it. I inquired of him if he was going back. He said : 
“ Yes; but I want to stop at Saginaw, 100 miles north, and the agent here in the 
city told me I could not stop on tlie ticket.” I instructed him to go to the district 
passenger agent and ask for an instruction to the agent at Saginaw to stamp the 
ticket when he was ready to go on. I advised him that he could pay the local 
fare, $2.91 , to Saginaw, and in that way he would save his ticket. The ticket had 
been sold on account of some teachers’ convention, and was good until the 9th of 
January. It had cost him the ordinary rate plus $2. That would be $21.25. The 
young man came back to the office in a httle while and .said the passenger agent 
insisted that the conditions on that ticket could not be waived; that he would be 
obliged to either return to Detroit to have his ticket executed for the return 
jouniey or give up the stop at Saginaw. I told him to leave the ticket at my 
office, and in case I got a passenger to Duluth I would send for him and he could 
go and have the ticket stamped and executed by the agent so my customer could 
use it, and when he got ready to go hinrself he could pay the company the local 
fare. He did so. I realized $15 for his ticket. I guaranteed this ticket to the 
passenger, who took it, and as I have not heard from him no doubt he made his 
jouriKiy safely. The original owner of the ticket paid regular fare to the same 
company when he was ready to go. In that transaction it seems to me a ticket 
broker saved the passenger from a loss that practically amounted to the confisca- 
tion of his ticket and in no way defrauded the railroad company. That is Simply 
an illustration of what is going on every day and every hour all over the United 
States. 

There is another subject that may be pertinent in this connection. Some time 
in the latter part of ISfe an edict went forth by the railroads cutting off second- 
class rates generally through the .southwest. No corresponding reduction was 
made on the first-class rate. The lowest rate prior to January 1, 1899, between 
New Orleans and Louisville was $1.‘].5(); the lowest present rate, $19. I will just 
pick out a few of these; there is a long list of them: The lowest rate. New Orleans 
to Kansas City, old rate $20, present rate $24.35; Chicago to Austin, Tex., former 
rat6 $23.75, present rate $32.15; Washington to Waco, Tex., former rate $30.30, 
present rate $38.30. 

Q. (By Mr. Farquiiar.) Are those first-class rates you are now reading? — A. 
These are the first-class rates at present, and the (mly rates. 

(^. The old first-class rates and the present?— A. The old second-class and the 
present first-class. The first-class rates have not been changed, but the second- 
class rate has been abolished. 

Q. (^By Mr. Litchm an. ) The lowest sum you mention is the second-class rate?— 
A. It IS the old second-class rate. Therein none to-day. There was an average 
difference, I think, of 40 per cent. This order was sent out by the commissioner; 
and, perhaps through oversight, it was not filed with the Interstate Commerce 
Commission; but I do not care to discuss that part of the subject. It was only 
through brokers that the people who wished to travel cheaply coiild get any relief. 

This condition continued until 4 days ago. I received a wire dated January 
14,1901, from New Orleans, as follows: “Owing to heavy brokers’ competition 
railroads yesterday put on sale second-class tickets to Chicago, St. Louis, Kansas 
City, sixteen fifty , twelve fifty, fifteen fifty, a reduction about fifty per cent.” And 
by letter of same date: “Am glad to inform you that the railroad companies out 
or N.O., owing to the brokers selling so many second-class passengers to North- 
ern points via round-about routes and at reduced rates, have been compelled to 
reduce their second-class rates to Northern points as follows^ Former rate to 
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Chicago, $23, now rates for second-class passengers are $16.50; St. Louis, reduced 
from $18 to $12.50; Kansas City, from $24.35 to $16.50. In addition they have 
been compelled to place on sale at reduced rates party tickets to various Northern 
points. These reduced rates went into effect yesterday, Jan. 13th.” 

This I simply use as an illustration of the fact that ticket brokeis are an advan- 
tage to the public, frequently bringing about reductions in railroad rates. 

(After a recess of one hour the commission resumed the hearing of Mr. Linden- 
berger, as follows;) 

The Witness. In speaking of this order taking off the second-class rate South 
I omitted to speak of the circular that was sent out by Mr. Joseph Richardson, 
chairman of tlie Central Passenger Association. I would like to submit it and 
allow it to go into the evidence in the proper place. The order was as follows: 

[Ccnfml I’aPM’ugor Assncintinn, oflioo of the commiHsioner, eighth floor Monadnoek Building, 
F. C. Douald, commissioner. Gcrrit Fort, secretary.] 

Chicago, III,, December 2'2, 1898. 

[Circular Letter No. lOiK),] 

To the Membrrh of the Central DoKsenger Ammiation 

Dear Sow This subjoined eommunicatii)n l.s respectfully submitted for your infonnaTion 
Yours, truly, 

F. C. Donald, Commissiomr. 

[Kile 379fi.] 

Southeastern Passenger Association, 

Atlanta, December 19, 1898. 

STANDARD RATES— WITHDRAWAL SECOND-CLASS FARES. 

B 1), Caldwell, Esip, Chntrmnn. 

Di; \ K .iiK Ilenlying to yoursof DeccmhcrlG, we beg to state that ata meeting of the representatives 
of soiitlu'astern lines, helci at Cincinnati. December 15 and 16, it was arranged to cancel all second- 
clas,s lares troni tins territory to BulTalo, Chicago, Council Bluits, Si Louis, Kansas City, Doming, and 
inteimediate points, as well ns to points basing thereon, to take effcct-at the earliest date possible. 
Tins will oiib leave in elTect secoiKl-clns.s fares from the .southeast to eastern cities and Virginia 
points to Montana and Pacific coast points, and to points in Mexico; also to a tew points beyond St. 
I’aul, basing thereon Second class fares between the South aiul Virginia cities, including Washing- 
ton, D.C, may possibly be nuthdrawn later on, as this subject is listed for coiLsideration at next 
meeting ot the conference <‘oinmittee of this association. 

Very resTtectfiilly, .Joseph Richardson, Chairman. 

(Copy to F. C Donald, CM). ) 

I iii.ade an illivstration of the redemption value of a Duluth ticket and explained 
how the broker came to the relief of the passenger. There is another oppressive 
rule practiced by most of the railroads. Notwithstanding the fact that a limited 
ticket may be good to stop at certain points- junction points and ends of cou- 
pons— there is a rule that baggage can only be checked to the destination of the 
ticket. For instance, if a passenger in New York buys a Chicago ticket, while 
his ticket may permit of his stopping at Detroit, they will not check his baggage 
to Detroit but will check it through to Chicago. I have known of cases where a 
passenger had occasion to stop at Detroit and wanted his baggage. The railroad 
company refused to deliver it up, and in order to get it the passenger was com- 
pelled to pay the excess rate from Chicago to Detroit the same as though the bag- 
gage had been carried to Chipago by the railroad company and then transported 
back again. The excess rate, being about 12 per cent or the regular passenger 
fare, amounts to about $l per 100 pounds. I have known passengers to be 
mulcted oiit of $l or $2 just to get their baggage. In some cases the companies 
have required the surrender of the balance of the ticket— take it away from the 
passenger before they would give him his baggage. I have known that to be 
done. For instance, in California at all easteni points you can get a ticket to Los 
Angel e.i via San Francisco, or to San Francisco via Los Angeles at the same price as 
to go to either point direct. A passenger with baggage checked to ’Frisco may 
want to discontinue his journey and get his baggage at Los Angeles. The com- 
pany confiscates the ticket, although they may not have carried the baggage or 
the passenger 1 mile, and are paid their proportion of the through rate by the 
company issuing the ticket. The fare from Los Angeles to San Francisco is $15. 

^ Mr. Blanchard says [reading]: “(m) Railway companies sometimes decline to 
issue reduced-fare tickets of such forms as are easily manipulated, because of the 
certainty that scalping will ensue and thus unduly extend the pnvilege granted 
to unauthorized users of such tickets. The same fear actuates some companies 
to impose conditions upon the faces of their special tickets and limit their dura- 
tions of salj^and use, whereas, if scalpers’ offices were abolished, they could 
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safely dispense with such safeguards, because the bona fide passenger would not 
use the methods, misrepresentation, or abuses which scalpers practice.” 

1 say in reply to that that railways should not issue ticfietsupon which they are 
unwilling to carry the holder of the ticket. Having fixed the price, sold the ticket, 
and provided for the transportation of a certain number of passengers, they should 
carry out the arrangement irrespective as to what particular individual holds the 
ticket. 

Mr. Blanchard says [reading]: “ (m) The cessation of scalping would in no 
wise lessen the public f^ilities, because each company could retain the services 
of an experienced scalper by conferring upon him a proper appointment as agent, 
and regulate him thereafter by the rules which govern their own agents.” 

This is an acknowled^ent that experienced “ scalpers ” are a recognized ben- 
efit to the traveling public. But if the broker was regulated by the rules of the 
combine he would oe quickly robbed of the very attributes that now make him a 
public convenience. 

If it seems desirable that some powerful influence should control ticket sellers 
I suggest that they be licensed by the Government. Let the requirements be as 
strict as you choose, so that every seller of tickets must pass the same examina- 
tion and be subject to the same Government control. Tnis would bo something 
very much to be desired by reputable ticket brokers, and especially by members 
of the American Ticket Brokers’ Association. We do not want a license issued 
by the railroads and subject to their rules, but by the Government, and let the 
supervision be over all men who sell tickets, railroads as well as brokers. If a 
man then violated the law his license could be withdrawn, and his career as a 
ticket man would end. 

Mr. Blanchard says Treading]: “ (o) There are two organized bodies of scalp- 
ers— the American Ticket Brokers’ Association and the Guarantee Ticket Brokers’ 
Association. They have their directors, officers, agents, rules and regulations, 
they discuss and decide some question of cut fares, and they adopt resolutions and 
deal with the property of others in which they have no direct interest, while at 
the same time, under the decisions of the Supreme Court, the railroad can not 
adopt counter agreements without violating its decisions. 

“Moreover, the rules and decisions of the Interstate Commerce Commission do 
not reach scalpers’ fares or practices, because they hold the railways accountable. 
Furthermore, the fares of the railway companies proper can only be changed by 
8 days’ notice as to reductions and 10 days’ notice as to advances, while the scalpers 
can change them either way, daily or hourly. In this way a railway company, 
acting with a scali)er, can also change the fares and evade the law. There is a 
manifest injustice in all this which could and should be corrected by appropriate 
national legislation.” 

I can see no objection to the broker filing rates. It is safe to say that should this 
be required, the law would be equally as well obeyed as is the law relating to inter- 
state commerce by the average railroad. 

Mr. Blanchard says [reading]: “(p.) Another feature of ticket brokerage has 
not been sufficiently urged upon public attention. If a passenger purchasing 
a through ticket from New York to Chicago is required or desires to discontinue 
his journey at Buffalo, the unused coupon west or Buffalo will be redeemed by 
the issuing company or its unused connection. If he takeo the same unused coupon 
to a scalper he is offered by him less for the ticket from Buffalo to Chicago than 
the railway would redeem it for. His fare from New York to Buffalo would, 
therefore, be more than its due amount to the extent that he received less than 
his remaining coupon was worth. Against this the purchasing passenger west of 
Buffalo may get a ticket under the legal fare, but he is not entitled by law to that 
preference. In this way we answer the loudly vaunted public advantages of 
brokers, and venture the further assertion that if scalping was abolished the aver- 
age fares paid by passengers would not exceed those which prevail under its 
continuance.” 

Mr. Blanchard is evidently misinformed. The passenger, in any event, has the 
option of patronizing the redemption bureau or the broker, as his inclination or 
the state of his finances will permit. 

I think he is rather unfortunate in his selection of an illustration . Take the ticket 
mentioned. The through rate, first class, from New Y ork to Chicago via Buffalo is 
$17; the che^est rate from New York to Buffalo is $8. If the passenger after 
reaching Buffalo was to send in his ticket for redemption to the railroad company 
they would deduct from the $17 the tariff from New York to Buffalo, which is $8, 
and refund him $9. The lowest first-class fare between Chicago and Buffalo, or 
from Buffalo to Chicago, is $12. There is a difference between the price the rail- 
road company would pay him for his ticket and the regular price otthe ticket of 
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$3. The passenger holding that ticket , for which the railroad company would pay 
him $9, would have little diiSaculty in selling it to a broker for $10; the broker in 
turn would sell it to a customer for $11. The broker would make a dollar, he 
would save his customer a dollar, and the original purchaser of the ticket from 
New York to Chicago would have saved a dollar over the tariff rate in his trip to 
Buffalo. 

I have a number of tickets here that I picked out of my own stock that will 
probably serve to illustrate this redemption feature [exhibiting tickets] . 

Here is a ticket issued originally from New York to Chicago. It comes in very 
nearly like this illustration that Mr. Blanchard attempted on the ticket from 
New York to Chicago. This is a second-class ticket. The through rate on that 
ticket was $17 from New York to Chicago, and the rate for a similar ticket from 
New York to Detroit was $13. When the passenger gets to Detroit he would 
then have $4 invested in his ticket. The lowest tanff rate between Detroit and 
Chicago is $7.75. Should the passenger send that ticket in to the company for 
redemption, the most that he could get, after going through the necessarily slow 
methods of railroads in redeeming tickets, would be $4. If that ticket is good for 
one day, in the hands of any broker in Detroit it is worth $5.50. The passei^er 
thus saves $1.50 by buying that through ticket and selling it at Detroit. The 
broker could sell it for an advance of a dollar and thus make a dollar; and the 
passenger buying it of the broker would .save $1.^5, if the broker sold it, as they 
usually do, for $6.50, after paying $5., 50. 

Here is a ticket issued in Kansas City for New York. This part of the coupon 
reads from Buffalo to New York. It has been used to Buffalo. The through fare 
was $'20.50; the fare over the same road from Kansas City to Buffalo was $25.50; 
the redemption value of that ticket is $4. The regular fare is $8. Any broker in 
Buffalo, if that ticket was good in his hands a day, would pay at least $6.50 and 
he could resell it for $7 or $7.50— cut the rate, and make something for himself 
and customer, and the railway company gets the through tariff. 

Here is a second-class ti(;ker from Chiiaigo to Buffalo. The through fare is 
$i).50. The rate from Chicago to Detroit is $7.75. There is no second-class rate 
hetwej'ii Chicago and Detroit. The rate from Detroit to Buffalo, second class, is 
$5. The through rate is $0.50 instead of the addcal fares of $5 and $7.75. The 
passenger, in buying this ticket in Chicago and liding to Detr(^it and then sending 
it in for redemption, would get the difference between $7.75 and $0.50, which 
would be $1.75. The regular second-class fare from Detroit to Buffalo is $5. 
Now, between the broker and the two pas.sengers there is the difference between 
$5 and $1.75 to be divided. 

Here are (luite a number of tickets that will serve further as illustrations. 

Q. (By Mr. Kennkdy.) Are those dead tickets?— A. Yes; they are dead tickets. 
I suppose they are very dead now, be(uius<' they can not be sent in for redemption. 
Here is a ticket over the Grand Trunk Railway from Detroit to Grand Rapids, 
Mich. Now. it very frequently happens that passengers coming from some East- 
ern point, cn route for Grand Rapids, get into Detroit on Bunday. Except in the 
summer time, when there are excursion trains, there ar(? no traiiis on that line on 
Sunday. There are three regular lines between Detroit and Grand Rapids. Only 
one runs a Sunday train. Tlie passenger gets into Detroit on Sunday. There is 
no train on the line for which he holds a ticket by whicli he can go to Grand 
Rapids; his business requires him to be there. If this aniiscalping bill was a law, 
he could hold his ticket and send it in for redcuiiption and get the redemption 
value inside of 30 days. But if he hapi)ens to be short of money and wants to 
make an exchange, or does not want to go through the red-tape routine, he takes 
it into a broker’s office and trades it for a ticket good on a train leaving that day. 
That is a very ordinary circumstance, and I presume similar cases hapjien con- 
stantly in {ilmost all the cities of the Union. 

I have here quite a large number of excursion tickets that have no redemption 
value. Here is a ticket from Detroit to Ann Arbor; it is good for a stated time 
and is printed ‘-Not transferable.” If an anti .scalping law were passed— that is, 
the law as it has been offered here in Congress — this ticket would be absolutely 
valueless. 

The bill states, as a kind of sop to the public, that the purchaser of a transfer- 
able ticket which he is using in tlie prosecution of a journey may sell that ticket 
to another person who will use it in the piusecution of the journey. Now, all 
that railroad companies would have to do to make it illegal for anyone to do that 
would be to print “Not transferable” on the ticket, as is done in this case. I 
believe that feature alone would make the law unconstitutional, because it puts 
it within the power of the railroad company to make an act criminal or not, 
deiiending simply on the way they print tlie ticket. 
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Here are excursion tickets from Detroit to Lansing, Detroit to Grand Rapids, 
Detroit to Kalamazoo; they are sold on special occasions. The round trip rate 
is loss than the tariff one way; they have, therefore, no redemption value. If it 
should be unlawful to sell these tickets the railroad companies would get pay for 
services which they never render. They would carry a certain number of persons 
one way and refuse to carry an e(inal niiiuber back. 

Here are commutation tickets good in the hands ot the bearer, sold in lots of 10 
tickets in competition with the electric lines. These come in blocks of 10 at 25 
cents, and are good detached; the local fare is 78 cents. If we had an antiscalping 
law the ac.t of any individual passenger or broln*r selling one of those tickets to 
another individual would be criminal. The selling of a ticket that cost 25 cents 
could subject him to punishment not to exceed $1,000 fine and a year in jail. 
Should he' steal a ticket the penalty would merely be foi* petty larceny. Similar 
cases with relation to commutation tickets could be multiplied indefinitely. 

Here is a ticket on the Canadian Pacific from Detroit to Quebec, issued on the 
14th of October and good to the 22d. It bears the printed statement, “ Not 
transferable;” no mime appears on the ticket; it does not show to what individual 
issued. The ticket was sold for one fare for the round trip. The regular fare is 
$18; redemption value, nothing. 

There are any (quantity of tickets here that are good in the hands of any passen- 
ger, but yet have no redemption value. 

In case brokers were not allowed to handle tickets of this character, I do not 
know as it would be proper to call it a saving, but the gain to the railroads of the 
United States would amount to a sum that T would hardly dare to compute. I 
believe it would run into the millions annually. Of course the ticket brokers do 
not and can not in all cases make this saving to the people by using all these 
tickets, but they do to an extent that is very important to the traveling public. 

We had at one time a State law in Michigan ixMpuving railroads 1 o issue a fam- 
ily mileage ticket. The tick(it was printed with the usual restrictions, and in 
large letters the State laws of Michigan were referred to— the nontransferability 
of the ticket— that the conductor would take it up and collect fare, etc., if offered 
by other than the original purchaser. A prominent p:\ssenger agent in that State, 
desiring to increase the travel on his road, put tliese tickets in large (piantiti(3s 
into the hands of brokers and guaranteed them Jigainst question. We worked 
amicably for some time. But .suddenly the passenger agent changed his mind and 
issued orders to his conductors, and a great many of these books which we had a 
right to assume had been bought under that understanding were taken up. For 
books costing $20 I got in some cases no more than a ride of 1 00 miles— $2— and 
the loss to mo was $18. There was no recours<^ unless we went into court and 
established the circumstances, and that does not pay. Ticket brokers are long- 
suffering. They can not afford to cpiarrel, because it interferes with future 
business, not only with the railroad in question but with any other railroad that 
they may deal with. This is perhaps enough to illustrate the idea. 

Mr. Blanchard says [reading]: “(q) Tim payment of commissions by railroad 
companies is an inciting cause to the continuance of scalping, because such com- 
missions are often divided between scalper and passenger. The payment of com- 
missions is justly chargeable upon the railways. Therefore I think that with the 
discontinuance of the one should go the stoppage of the other, and the perpetua- 
tion of either or both of the evils may prevent, in some instances, open and uni- 
^rra reductions of fare more nearly to the net basis received out of th(5 fares from 
which commissions and scalping must be deducted before the real or true fares 
are ascertained.” 

When a railway pays a commission for the sale of a ticket it necessarily agrees 
to accept a net rate for the ticket, and can not be defrauded if the ticket is sold 
for any amount above the net price. Should an antiscalping law be passed, an 
agent with authority from a transportation company would not be subject to 
punishment for doing any of the acts complained of by Mr. Blanchard. 

Mr. Blanchard says [reading]: “(i-) I believe you would promptly advocatt' 
our view if corresponding brokerage offices were opened throughout the country 
for scalping freight rates tlirough aavancing, reducing, manipulating, and secretly 
and fraudulently altering them for the benefit of some shippers by nersons utterly 
unauthorized to deal with such values and bills of lading. Yet I know of no act 
or justification in the scalping of tickets and fares which would not with equal 
justice warrant similar scalping in freight rates and bills of lading.” 

With reference to the statement that he knew of no justification in the scalping 
of passenger tickets that could not amdy to freight rates, I think I entirely agree 
witn the gentleman, I think it wouhl bo greatly to the interests of the people 
who pay freight rates if there were brokers in that line. The average shipper 
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would gladly welcome some method of evading the often arbitrary and excessive 
rates extorted from freight shippers. 1 believe the ticket broker has been a use- 
ful factor in correcting abuses in passenger traffic, and if the same conditions 
could obtain in freight, a great many of the abuses that are now so patent, and 
have been brought out in the testimony that has been heard by this commission, 
could be done away with. 

Mr. Blanchard says [reading]: ( h ) I leave to counsel the leading arguments 
growing out of various decisions pro and con, some of them recent, upon this 
subject. I am, however, qualified to discuss it by the statement that if that law 
is best which is expressive of the highest justice, then an act should be passed in 
this respect wliich will .secure for the mutual, personal, and commercial relations 
of the citizen and cari'ier tln^ oh.servance of reciprocal justice, right, and the pro- 
tection of property. I also leave in th(ur more competent hands the questions of 
legislative passes,” 

Now, as to the legal arguments I want to call your attention to the opinion of 
the court of appeals of New York. It took the position that the business of ticket 
brokerage was beneficial and that any act prohibiting it was unconstitutional. 

Mr. Kennkdy. I should like it to be understood that that decision is to be 
printed in full in Mr. Lindenberger’s testimony. I think it is important that we 
should have it in that .shape. 

Mr. A. L Hahhis. If there are no objections, that will be done. 

ANT1S< 4l,PIN<i Bill. l'V(()\'<'inTTI<»NAI, 


Opnnun nt th( t'oiot tif apixdls uf St iv Votk, tltenlnl i'l, 1S9S 


[Th(‘ People' of the .State of Noav Yoik ex lel (ieorKe Tyroler, appellmit, r. The Warden of the City 
I'rison of the (’it\ ol .New York, leqxnideiit (l)eei(ied Non ember 22. IS'JS )] 

Aiipeal fioni an older of tlie aitpell.ite itivi'-ion, tiivt de]>a.rlinent, atlirming an order of Mr .Tustiee 

Lawrenee dismi.s'JiiiK' relator's lu'tilion for a writ of lialieas corpus and remanding him to the cus- 
tody of the defendant 

The lelator is a eitizen of the State of Nona York and the Tbiitc'd .States, and immediately prior to 
his arre^-l, and lorseAeral Aoars before that time, had iieen engaged in the eitv of New York in the 
of '. ‘lliiig, and ofli'riiig for sale, and procuring tiekels, giving, and jairporting to give, the 
right to a pa'^wi' and eoii\e\anc(' on Ai'.ssels and railway traiii'J 

Ib' IS eliarirea \\ illi liiiAiiig reeeued the sum of S(»:!(la‘'a eon.sideiation for a passage or conveyance 
u]H)n a (eri'Aboat, train, and Aessel from the eil> of New York to tlie eilv of Norfolk, Va , and for the 
proeiirenient of a ticket giving the absolute iiglitof |>assage and eon veyane^^ upon .such fi'rryboat, 
train, and vessel, he not being at the time an anthonzed agent of the oAvners or eonsignees of such 
vessi'l, or ol tlie eonipanv running sneli tram It is not jiretended Unit tlie relator did hot come into 
the possessuai of the tickets lawfully and b.\ pureha.se from the tmnsp<irtulion companies issuing 
them 

The relator sued out a writ of habeas corpus and demanded his discharge from the custody of the 
defendant on the ground that the act of ]S'.)7 (Ch .W)) violated eertuin nrovisiotis of the eonstitntion 
of the State of New York and the Consiitiilioii of the United .'^lates, and was therefore void. 

The spi'cial term made its order di^mi.ssing the Avrit and remanded the lelator. 

The ni»pellate division aflirmed Unit order 

.SamiK'l llntermyer for appellant. 

Asa bird (lardinor and James I) .McClelland for respondent. 

Parkkr, (ill. .i ; T!i(> statute tliat npiiellant insists is m derogation of the limitation placed upon 
the legislative power b> tin' ja'ople, tlirongh th<> constitution of the .State, leads as follows 

“Section 1. The Penal Code is hereliy amended by inserting tberein a new section, to bo knoAvn 
as section (ilS, to ri’ad as folhws ‘ See. (11.^. Sale of passage tleki'ts on Acs-sels and railroads forbidden, 
eveent by agf nts sjK'cially anthoiized ’ 

“No pei’son shall issue or sidl. or offer to sell, any jiassagi' ticket, or an instrument giving or pur- 
porting to give anv nglit, either ahsoliitidv or iijion any eoiidition of i-ontingeiiey, to a passage or 
conveynnee upon any vessel or railway train, or a berth or slateroom in any vessel, unless lielsan 
anthonzed agent ot the owners or consignees of such ve.s.sel, or of the eomjmny running such train, 
except as allowed hv sections filH and (>22; and no person is declin'd an authorized agent of such own- 
('!>, consignees, or enmpanv, within tlie meaning ol the chapter, unless he lias received aiithorltv in 
writing tlierefor, speeifynig the name of the company, .ine, vessel, or railway for which he is aiithor- 
i/ed to act as agent, and the eilv, t<'vvn, or village, together vvitli llic street and .street number, in 
vvhieli his otllee Is kept, for the sale of llekcUs 

"Hlc 2. Section Olfi of the Penal Code is hereby amended so us to read as follows' ‘See. (ilO. Sale 
by authorized agent’s restricted No person, except asullowisl in si'ction 022, shall ask, take, or roeeive 
anv iiione.v or valuable thing as a consideration for any passage or conveyance upon anv vewiel or 
railway train, or for the proenreun'iit of any ticket or instrument giving nr purporting to give a right, 
either absolutely or upon a condition or Vontingeney, to a passage or conveyance upon a vessel or 
railway train, or a berth or stateroom on a vessel, unless he is an authorized agent within the pro- 
visions of the last section; nor sliall anv pi’rson, as sneli agent, s(>!l, or offer to sell, any such ticket, 
instrnuient, berth, or stateroom, or ask, lake nr receive any eonsideration for any such pa.ssage, con- 
vevance, berth, or stateroom, except nt the office de.signated m lnsapi*ointment,nor until he has been 
authorized to act as such agent according to the provision.s of the last section, nor for a sum exceeding 
the price charged at the time of such sale bv the eompam, owners, or consignees of the vessel or 
railway mentioned in the ticket 

“Nothing in this section or chapter contained shall prevent the ])ro]»erly authorized agent of any 
transportation company from purchasing from the properly authorized agent of any other transpor- 
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tatlon company a ticket for a passenger to whom he may sell a ticket to travel over any part of the 
line for which he is the properly authorized agent, so as to enable such jmssenger to travel to the 
placeor junction from which his ticket shall read.’” ,,, , , , 

The remaining portion of the section relates to the redemption of tickets purehased from an author- 
ized agent of a railway company, under certain contingencies, and within certain periods of time, 
and is not in any wise involved in this appeal. „ , , li. .1 

Having observed how the statute reads, it will be well next to analyze it and see if we can And out 
what was intended to be accomplished and is in fact accomplished by the phraseology of the statute, 
in order that we may ascerUiin whetherthestatuteisin contravention of anyof the rights ^cured by 
the Constitution to the citizen. It will be observed in the first place that it does not prohibit the sale 
of tickets absolutely, nor does it limit to the particular transportation company over whose route he 

desires to be conveyed the right to sell tickets to the traveler. u i 

It may bo said in passing that tln> last assertion is in conflict with the position taken by the learned 
iiidgo who wrote the opinion of the appellate division; for he assumes that as only pe^ns appointed 
agents can sell, the effect of the provision is that a corporation "shall only sell through its agents and 
is merely a dccluratlon that the corptnation itself was to sell its ticke^.’’ * 

The first section and the first part of the second section do restrict the sale of pas.sHge tiekete to 
agents specially authorized bv transportation compaiiieH, and if there was nothing else in the statute 
upon the subject it would bear the <‘onstruction put upon it that its only effect is to confine the right 
t() sell passage tickets of a cor|)oration to that corporation itself, which can act only through agents; 
but between the opening and the closing sentences of the second section may be found the following: 

"Nothing In this section or chapter contained .shall prevent the properly authorized agent of any 
transportation company from purchasing from the properly authorized agent of any other transpor- 
tation company a th'ket for a j»HSHcnger to whom he may sell a ticket to travel over any part of the 
line for which he is the properly authorized agent, so as to enable such passenger to travel to the 

place or junction from which his ticket .shall read." i. . u .t * 

Thus wo SCO that the moment a man becomes the agent of a tramsportation company he is by tliat 
designation authorizt'd to buy tickets of any other transportation company in the United States or 
the world, and may sell such tickets to any person who applies for them In the sale of tickets of 
the various transportation companies, other than those of tin* company of which he is an agent, he 
necessarily acts as a broker. Tie can buy the tickets and sell them again, making a profit that may 
perhaps depend more or less on the degree of competition between railroads in various parts of the 

Oleai^y, the agent of a transportation company, In the nurcliasc and sale of tickets of foreign cor- 
porations, is not engaged in selling the passage tickets of tnetran.sportationcompany appointing him. 
It is not the sale of the tickets of his jnineipal alone that the agent is thus engaged in, but when a 
transportation company appoints an agmit to sell its tickets, then the State, by tliisstetute, steps In 
and attempts to clothe him with the iK>wer which it takes from all other citizens todeal in the tickets 
of as many other transportation companies as he may be able to make satisfactory arrangements with 

This leads us to note another interesting leature of this rc'markable statute. The buying and sell- 
ing of passage tickets is not abolished, it is only condemned where the .seller has not authority from 
some one of the transportation companies to act as its agent. It has happened before that for the 
protection of the people the lawmaking power has provided for an examination for the puriiosc of 
ftaccrtHiniiiK 'vhc'tncT applicniilH poHscssen suitable (jualilioatious us to cluinictor, tiiid 

financial resnonsibilitv to fill certain po.sitions of tru.st or to engage in a busine.ss winch might prove 
dangerous to the people m the hands of a person either ineonipotcnt or of bad character, but in no 
instance has it conferred a general and unlimited power of appointment upon a class of persons or 
corporations wholly uneoniieeti'd w itli the State government. . , . 

It may pos.'^ilily be that tlu-re was such a .situation as would have justified an enaetmont nlacing 
.some restrictions upon tbo.se engaged in the sidling of pas.sage tickets and i)ro.soribing penalties by 
way of fine or imprisonment for tliose who should break ovi'r such restraints Oiir excise legislation 
affords an illustration Bv its provisions all are permitted to .sell liquor within certain limitations 
that apply to all citizens alike, and for the violation of the regulations of the traffic are provided cer- 
tain pena'ltles that are expec-ted to assure to the public some measure of protection from nonlawabid- 
Ing citizens engaged in the busines.s. 

But this act ^mplv turns over to tlie transportation oompan.os the selection of those who are here- 
after to be permilteil to .sell tickets. It imposes no resiraint.s whatever upon the appointing power, 
nor upon the agent selected, other than that in the purchase of tickets he must confine himself to 
the properly authorized agents of the transportation companies The brnsiness of buying and .selling 
tickets, as to such agents, continues to l)e a legitimate bu.sines.s, but to all citizens other than those 
who may bo seleotea by the transjtortation companies the right to buy and sell ticket.s is denied, and 
an actual sale by them constitutes a fehmy. The act itself is silent as to the motive of its enactment 
by the legislature, and it contains no suggestion as to the public interests which its purpose is to 


subserve 

Ticket brokerage as a busine.s.s ha.s been in e.Mstenoc for many years. It is a matter of common 
knowledge that at great agencies, .such us (’onk’s and (Inze’s, tickets can be purchased over a great 
portion of tlie transportation routes of tiie world Intending travelers in great numbers have gone U) 
those agencies for advice as to choice of routes to bo taken in contemplated journeys and to purchase 
the tickets for the trip, whetlier it sliould require days, or weeks, or months to make it. 

The traveling public in large ntimbers have come to make use of the facilities afforded by such 
agencies of w’hicli there are now very many And Otxik'sand Gaze’s are among the agencies that 
must go out of business in this State if this statute can live, unlesssome transportation company shall 

deem It wise to clothe tliem with the authority to art ns its agents. , , 

It Is asserted by eoiuisel that the traveling nubile and the transportation companies have been so 
defrauded by the nets ol the brokers in the selling of nnnseii or alleged to be unused passage tickets 
as to call for legislation of a protective character, of which this statute is the outcome. The tendency 
of the times undoubtedly is to rush to the legislature for a cure for all the grievances of citizens, 
whether real or imaginary, and many novel experiments in legislation are the result. , , 

But usually in case of wrongs penalties have been provided. It is a novel legislation indeed that 
attempts to take away from nil people the right to conduct a given bu-siness because there are wrong- 
doers In it, from whose conduct the people suffer. But where in the statute is to be found the evi- 
dence that its purpose is to prevent fraud‘s " In the title of the act," answers counsel, and with that 
answer he has to be content For while the act is entitled " Frauds in the sale of passage tickets," 
the body of the statute does not contain any reference to forced, altered, used, or stolen tickets. The 
sale of such tickets is made a punishable offense under other sections of the Penal Code. 

Theprovi8ion.sof the.aet, therefore, have reference to the selling of valid tickets regularly Issu^ 
by a transportation company. Can the legislature declare such sales to be fraudulent, or prohibit 
them on the ground that It tends to prevent fraud? If the act prohibited is fraudulent, there 
can be no doubt that the legislature, under its iiollce power, may provide for its punishment; but 
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whether It may, under such power, interdict the sale of a valid ticket by one person to another upon 
the pretext that fraud will thus be prevented presents a very different question. 

I confess I am unable to see how such a sale defrauds a transportation company. If a transporta- 
tion company sells a ticket from New York to San Francisco, It undertakes to carry the holder from 
one place to the other. It costs the company no more to carry one person than it does the other. 
How, then, can it be defrauded or in any way prejudiced by the transfer of such a ticket by the pur- 
chaser to another person? It Is said that the prohibition of such a sale tends to protect the traveler 
fiom being defrauded. If it Is a sale of a valid ticket, no fraud can possibly result: and if it is not a 
sale of a valid ticket, then the sale is fraudulent and is prohibited by other provisions of the Penal 
("ode. 

Only one prop remains which it is pretended can support the weight of this statute, and that is that 
the penal law.s not having proved sufficiently efficacious to wholly prevent fraud, an emergency is 
presented which justitleH the taking away from the general public the right to engage in the business 
of ticket selling. 

It is not contended that the business of ticket brokerage Is in itself of a fraudulent character. The 
business can be honestly conducted; it has been so conducttsl in the past by honest men engaged in 
It; and the mo.st that la asserted is that there are some men engaged in the business who have imposeil 
on the public. The same assertion can be made with equal truth of every business, trade, and 
profe-sslon. 

Because some coal dealers and vfenders in sugar cheat in weight, and dealers in paints and oils in 
measurements, and in tobacco in quality, it has not hitherto, we venture to ^y, been thought the 
proper remedy to make it a felony for persons to hereafter engage in such business unless they shall 
have been duly appointed as agents by the corporations manufacturing or producing the product. 

Still another motive for this enactment is suggested, and that is that its real purpose is to enable 
transportation companie.s to compel others with which they may enter into pooling arrangements to 
preserve their agreement from secret violation, which is frequently the outcome under tne present 
tlckct-brokerag(‘ system, which offers an avenue by which the weaker corporation to such an agree- 
ment can dispose of its tickets at a price lower than that agreed upon. 

In Nashville, Cincinnati and St. Louis Railway Company v. Mc(Jonnell (82 Fed. Rep., 65), where n 
statute, having apparently the same oyeetiu view as tnisone, wa.s under consideration, the court in 
its opinion (piotcs from Minne.sota v. Corbet (67 Minn., 315) the following: “ It was also commonly 
believed that, inorder to evade statutes designed tosccurc uniformity of ratesand to prevent discrimi- 
nations, some carriers of pavS.sengers were In the habit of placing large blocks of their tickets with 
‘ scalpers,’ ostensibly not their agents, for sale at cut rates. To remedy these and similar abuses, real 
or supposed, this statute was piussed. That all its provisions have some relation to, and tendency to 
accomplish, this end is quite clear.” 

Counsel argue that the helpfulness of the ticket broker in securing to the traveling public the bene- 
fits of such competition was of such a fraudulent character os to wholly justify the legislation, and 
appeal to the decisions quoted from In support of such contention. But wo pass for the present the 
subject of motive, to be again referred to when we come to consider whether, under the police power, 
the legislation can be justided. 

Wbatf'ver the legislature’s motive, the fact is that it has passed an act which does not declare ticket 
brokiTage unlawful, for it allows any person who may be fortunate enough to secure an appointment 
as agent for a transportation company to engage in ticket brokerage, but the act does declare that if 
any pcr'>on, other than an agent of a transportation company, undertakes to engage in the passcuger- 
ticki'i brokerage business he shall be guilty of a felony; in other words, that it is unlawful for all cit- 
i/ensof New York to engage in the buying and selling of passage tickets unless empowered to do so 
by the wiitten appointment of a transjwrtatlon company. 

M ucli has been said in argument witli reference to thlsstatuto in a more agreeable vein, placing the 
statute in a somewhat more attractive form, but it is ns well to go beneath the surface ana get at the 
truth, which i.s that the statute was intended to and does, in fact, vest the control of the sale of pas- 
sage tickets within this State, not only of transportation companies doing business in this State, but 
throughout the world, exclusively in the hands of such companies. 

The business of .selling nas.sago tickets continues, therefoie, to bo regarded as a lawful and legiti- 
mate business. Public policy is still declared to favor a business which recognizes the propriety of 
the middleman between the passenger and the transportation company, but the right to engage in 
It is denied to the general public. 

The ipiestion, then, is whether the organic law prohibits legislation of this character. 

Before referring to the provisions of the Constitution that it is eonfidentTy asserted condemn such 
legislation, it may not be out of place to note that the granting of monopolies or exclusive privileges 
to corporations or persons has been regarded as an invasion of the rights of others to follow a lawful 
calling and an Infringement of personal liberty from the timesof the reignsof Elizabeth and .Tames. 
The statute of 21 Jae , abolishing monopolies, has been from the time of Its enactment regarded os a 
statutory landmark of English liberty, and that nation has jealously preserved it. It was a part of 
that inlierltance which our fathers brought with them and incorporated into the organic law, to the 
end that the lawmaking power shall be restmined from Interference with it. 

In this connection the language employed by Mr. Justice Field in Butchers’ Union Co. v. Crescent 
City Co. (Ill U. S., 746, 756, 757) Is most instnietive: ‘‘As in our intercourse with our fellow-men cer- 
tain principles of morality are assumed toexist, without which society would be Impossible, ,so certain 
inherent rights 11c at the foundation of all action, and upon a recognition of them alone can free 
institutions be maintained. These inherent rights have never been more happily expressed than in 
the Declaration of Independence, that new evangel of liberty to the people: 

‘‘ VVe hold these truths to be self-evident”— that is, so plain that their truth Is recognized upon 
their mere statementr-“that all men are endowed”— not by edicts of emperors, or decrees of Parlla- 
’^ent, or acts of Congress, but ‘‘by their Creator, with certain inalienable rights”— that is, rights 
which can not be bartered away, or given away, or taken away except In punishment of crime— 
“and that among these are life, liberty, and the pursuit of happiness, and to secure these”— not 

? :rantthem, but secure them— ‘‘governments are instituted among men deriving their just powers 
rom the consent of the governed.” 

Among these InallenaDle rights, as proclaimed in that great document, is the right of men to pur- 
sue their happiness, by which is meant the right to pursue any lawful business or vocation, in any 
manner not inconsistent with the equal rignts of others, which may increase their prosperity or 
develop their faculties, so a.s to give to them their highest enjoyment. The common business and 
callings of life, the ordinary trades and pursuits, which are innocuous in themselves and have been 
followed in all communities from time immemorial, must, therefore, be free in this country to all 
alike i^n the same conditions. 

The right to pursue them, without let or hindrance, except that which is applied to all persons of 
the same ago, sex, and condition, is a dlstinguLshlng privilege of citizens of the United States, and an 
essential element of that freedom which they claim as their birthright. * * * 
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In this country it has seldom been held, and never in so odious a form as is here claimed, that an 
entire trade and business could be taken from citizens and vested in a single corporation. Such 
lation has been regarded everywhere else as inconsistent with civil liberty. That exists only wlioie 
every individual has the power to pursue his own happiness according to his own views, unrestrained 
except by equal, just, and Impartial laws. , , ,, 

From the opinion of Mr. Justice Matthews in Yick Wo v. Hopkins (118 U. a., 370) the following 

is taken; “But the fundamental rights of life, liberty, and the pursuit of happiness, considered ns 
Individual possessions, are secured by those maxims of constitutional law which are the monuments 
showing the victorious progreas of tlie race in securing to men the blessings of civilization under the 
reign of just and equal laws, so that, in the famous language of the Massachusetts bill of rights, the 
government of the Commonwealth * may be a government of laws and not of men.’ 

“For the very idea that one man may be compelled to hold his life, or the means of living, or any 
material right essential to the enjoyment of life, at the mere will of another, seems to be intolerable 

in any country where freedom prevails, as being the essence of slavery itself.” 

These principles have also been incorporated into the organic law of this State Article 1, section 1 
of the State amstltution reads as follows; “No member of this State shall be disfranchised, or deprived 
of any of the rights or privileges secured to any citizen thereof, unless by the law of the land or the 
judgment of his peers.” ^ , ,i * * * i j » 

Article 1 , section 6, of the State constitution provides that “ no person shall * ♦ * be deprived of 
life liberty, or property without due process of law.” The word “liberty,” as employed m the pro- 
vision of the constitution quoted, was considered by this court in In re Jacobs (98 N. Y., 98), in a mas- 
terful opinion by Judge Earl. Ho said (t>p. 106, 107); , i s.i . 

“So too, one may be deprived of his liberty, and his constitutional rights thereto violated witliout 
the actual Imprisonment or re.straint of his person. Liberty, in its broad sense, as understood in this 
country, means the right, notonlyof freedom from actual servitude, imnrisonment, or restraint, but 
the right of one to u.se his faculties in all lawful ways, to live and work where he will, to earn hjs 
livelihood in any lawful calling, and to pursue any lawful trade or avocation. , ^ ^ 

“All laws, therefore, which impair or trammel these rights, which hunt one in hischolce of a trade 
or profession, or confine him to work or live in a specified locality, or exclude him from his own 
house, or restrain his otherwise lawful movements (except as such laws maybe pa.sscd in the exer- 
cise by the legislature of the police power, which will be noticed later), are infringements upon his 
fundamental rights of liberty, which are under constitutional protection.” , . 

In People u. Marx (99 N. Y^., 377) this court declared unconstitutional a statute that prohibited tin* 
manufacture and sale of anv substitute for butter or cheese produced from pure unadulterated milk 
or cream. Judge Hapallo, speaking for the court, said; “Among these no proposition is now more 
firmly settled tlian that it is one of the fundamcnUil rights and privileges of every American citizen 
to aaopt and follow such lawful industrial purauits, not injurious to the community, as he may 

*^“Tho term ‘liberty,’ as protected by the Constitution, is not cramped Into a more freedom from 
physical restraint of the person of the citizen, as by incarceration, but is deemed to embrace the right 
of man to be free in the enjoyment of the faeultics with which ho has been endowed by bis Creator, 
subject only to such restraints as are neccs.sary for th(M;ommon welfare.” , , 

In Peoples. Gilson (109 N. Y., 398) a .statute was declared to be nnconstitntional which prohibited 
the sale of any article of food, or offering or attempting to do so, upon any representation or iiiduee- 
ment that anything else would be delivered as a prize, prommin, or reward to the piireliaser. Judge 
Pockham. in delivering the opinion of the court, after considering the statute said, (p. 399) “A libi'rty 
to adopt or follow for a livoliWid a lawful industrial punsuit, and in a manner not injurious to the 
community, is eertaluly infringed upon, limited, perhaps weakened ordestroyed, by such legislation ” 
Argument certainly is not needed in the light of thesfc decisions to siqiport the assertion that the 
" liberty ” of this relator and other citizens of thw State to engage in the business of brokerage in 
passage tickets is sought to be interfered with by the statute under consideration, for brokerage in 
such tickets has been a lawful business in this State for many years and many persons have pursued 
it. It is still a lawful business, although the right to engage in it i.s limited to such persons as may 
be appointed by the transportation companies. , . , 

The statute is, therefore, in contravention of the State constitution, and is void unles.s its enactment 
by the legislature constituted a valid exercise of the police power. That power Is very broad and 
comprehensive, and has not as yet been fully described or its extent plainly limited, but it is exer- 
eiseu to promote the health, comfort, safety, and welfare of society, in each of the last three eases 
cited it was invoked by counsel to sustain a statute, and it received very careful consideration at the 
hands of this court. , , , 

It was held that the power, however broad and extensive, is not above the Constitution, in obedi- 
ence to the commands of which the courts will protect the rights of individuals from invasion under 
the guise of police regulations, when it is manifest that such is not the object and purpo.se of the 

H alation: and while it Is the general province of the legislature to determine what laws and regn- 
ons arc needed to protect the public health, comfort, and safety, courts must be able to say, upon 
a perusal of the enactment, that there is some fair and reasonable connection between it and the 
ends above meutloned. Unless such relation exists, an enactment can not be upheld a.s an exercise 

^^'The doctrine of these ca8e.s was very recently considered and reasserted by this court in Colon v. 
Lisk (153 N. Y. 1^), and its further discuaslon at this time would be a work of supererogation. Under 
the law of this’state, therefore,. It is the duty of the courts to examine legislation complained of as in 
violation of the rights secured to the citizens by the Constitution, for the purpose of ascertaining 
whether the health, morals, safety, or welfare of the public justUlcs its enactment. 

In p aiwlng it may be observed that while it is undoubtedly the rule that railroads, steamboats, 
warehouses, and other associations of that nature, Impreascd with a public dutv and intended to per- 
form certain quasi-public functions, may bo the subject of legislative control and regulation so long 
as the legislature does not transcend the limit of State or Federal Constitution, still that rule is with- 
ippUcatlon to the features of the statute before the court on this review. , ^ 

ife inquiry involves such portion of the statute only as undertakes to prohibit citizens of the SUite 
irom engaging in the brokerage business in passage tickets. That portion of the >Jtatute certainly 
places no burden upon transportation companies, nor does it in any way regulate the manner in 
which transportation companies shall conduct their business or any part of it. 

The legislature has no jurisdiction to regulate the methods of business of foreign transportation 
companies, nor can it prevent them from selling their passage tickets in this State, but by this act it 
does undertake to prevent any citizen of this State from purchasing the passage tickets of foreign 
companies for sale to others, unless such citizen shall have been resrularly appointed an agent by 
some transportation company. The right hitherto exercised by citizens to deal In passage tickets 
over transportation routes without, os well as within, this State, is sought to be cut off. 

A^n, it may be conceded that It is within the power of the legislature to regulate the manner in 
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which ocrrain kinds of business may bo cn.Kluctofl, that it mny require one soekiniEr to engapo in a 
piven pursuit to soeurc from tlie State, or one of its agents, a license; that it may require one pursuing 
any particular occupation to pay a tax for the privilege of eoiulueting his busuicss, and that as a con- 
dition to the right of carrying on a business that in the hands of ineom)>etent persons may bo pro- 
ductive of injury to others, the legislature may require that before engaging tb(>rein one must satisfy 
(h(' public authorities that he is competmit and morally qualitied to conduct it. 

But none of thi'se methods was adopted No attenqit is made to exclude perM)us of bad character 
Irom engaging In the business, nor are the public authorities given the right to determine, by exam- 
ination orotherwi.se, thecharacter ol the person to beeiigagi-d in it, but the transportation companies 
alone are iuve''led uith the power to allow whomsoever thev will to engage in the business. 

Nor can the contention lie tolerated that because there have been, in times past, dishonest persons 
( iigaged in the tickel-brok “rage business, witb the re.sult that frauds liave lieeii perpetrated on both 
tia\elers and transportation eompanies, thercfoie the legislatuie can deprive every citizen engaged 
tluTcin of ihe “ liberty” to further conduct such liusiiu-ss 

Striugcut rules undoubtedlv may be enacted to puiiisli those who are guilty of dishonest prnetlees 
in the oonductof such a business and the niachmciy ol the law put iii motion "for its rigorous eiiforce- 
meiil, but to cut uu, root ami branch, a busino«s that mav be boiicstlv coiiductcil, to the conveuiotice 
of the public and tiie profit of the persons engaged in il i^ b<*joiid the legislative power. 

If the law were otherwise, no trade, business, or itrolession could escape destruction at the hands 
of the legislature if a situation should arise (hut would stimulate it to exercise its p()Wcr, for in every 
ticld of endeavor can be found men that .seek profit bv fraiidnlent processes Tniiisportation tickets 
have been forged, it is said, .so ba\(“ 11010“-. cliecks, and bank bills. Hailroiid eompanies are no more 
bound to honor forgcil tickets than tlie alK'ged maker ot a forged note is hound to pay it. 

All innocent person who sutTcis bv )iarliug with liis money on a forged ticket liasbis'remedy against 
the vendor just the same as has the bank (hat disecamtsa forged note Sneli instances might be mul- 
tiplied, Iml It Would serve no good purjatse, for it is well known that no business eiiii be suggested 
through which iniioeeiit parties may not be oeeasionalh vietiiiiiyed But because of that fact honest 
men can not be jtrevented irom eugagiiig in tlu'ir chosen oceuiaitloiis. 

Again, it issftid Hint ticket lirokcrs enable the railroads to engage in unfair eoniiH'tition This is 
aeeompli'-hed bv the sale to the broker by a ciauiietiug railroad, at miieli less than the regular rates, 
of a block of tickets that the broker is enabled to sell to his customers, and this to a certain extent 
takes travel trom its competitors 

An opinion )s cited in winch the court in another jiirisdielion denounces the ticket scalper for 
engaging in a business of (Ins character, and pronounces such business fraudulent alike in its eoii- 
eeptioii and oueralion, but we pass tins opinion wUliout otlier comment than to sav that whatever 
mav b(' n'ganu'd us th(‘ law 111 oihei jurisdictions, m thisoru'it is well established that the publie 
Aveltare Is tiest sukserved by th(> eneouiageinent of eoinpetition ( iVople c. Sheldon, i;W N.Y , 203 ; 
.Tiuhi IK llarnugtoii, id., K and lienee tins so-called reason fuinishc.s no support to the claim that 
this legislation was for the jmblie good. 

I ha\ e now called atleiitioii to all the arguments that liave been ndvaneod in snpiiort of the claim 
that the ptovisionsol the statute under coiisideiatioii aic so cvidciitlj iiitemted for the pnlilicgfMtd 
as to eoiistilutc a valid exercise of the police power by thi' h'gislatnre, and those arguments seem so 
wholU without merit as to .suggest that they eoiistitute a mere pretext put forward to uphold legisla- 
tion liastile to tlu“ libertvof the citizen us (hat word is used in (he {Constitution. If the views 
cxpti'SM'd he well founded, it lollows that it istliedutyof the eiairl todeelnre that portion of the 
slatuU' wi' have eoiisulered to be in contra veiitioii ol the Constitution and v» id 

The order sluiuld be reversed and the prisoner discharged 

(.\eopy.) K. II. Smith, lit porter . 

The WiTNKSs. There is an amnsintif eircninstaiKtie in connection with tliat mat- 
ter. Ueorge H. Daniels, general passenger agent, of tlie New York Central Rail- 
road, in his talk before th(! Senati' committee wlien the antiscalping bill was umler 
consideration, made the statement that the great Emiiire State of New York, of 
which he was proud to say he was ii citizen, Inid stamped this contemptible busi- 
ness with the brand of outlawry. Well, it happened a few days later that the 
highest court— the court of appeals of New York, of this giT'at Empire State of 
which lie was so nroud to be a citizen— declared thehu.siness to be a legal one, and 
that it had been honestly conducted and was being honc'stly conducted, and also 
declared the antiscalping law of that Slat(‘ nnconstitiitional. Mr. Daniels (lid 
not for a moment stop his efforts to secure the passage of the liill in Congress. 
The vote in the House of Representatives was taken a few days after that (iecision 
had been rendered. Failing in the Senate, the bill died with the Fifty-fifth Con- 
gress, but was promptly- introduced at the next se.ssion— the present session. 
Being just before a national election, the bill was shelved in committee, because 
it is not a popular measure with the people, and miglit injure the chances of 
the reelection of a great many of the Congres.smen who were under obligations to 
railroad managers to vote for it. The only reason I can give for its not being 
lirouglit up in the later days of this session (it is now lying in committee) is that 
tiiore is too much business before Congress for it to be considered, and I think 
anyway that with the present Congress it would have no chance for passage. 

The object of the tremendous effort of two years ago to pass an antiscalping bill 
became apparent when the edict went forth a year ago to stop the payment of 
commissions. With the broker out of the way, commissions aiscontinuecl, and 
competition throttled, the absorption of weak lines would be easy work and pools 
could be easily and secretly conclncted. 

There may possibly be some reason in the argument that absolute equality 
should prevail in freight rates, for every dealer, every farmer, and every con- 
sumer of goods is interested. It is due to the people that rates should be reason- 
able and uniform. It is* right to the owners and managers of railways that they 
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should receive a fair compensation for services performed. But unless the ele- 
ment of competition is eliminated, the building of unnecessary lines prohibited, 
and the conduct of the railway and steamship lines taken out of the hands of the 
enterprising “hustlers for trade” who now manage them, I do not understand 
how the desired end can be accomplished. 

Now, as to passenger traffic, I can not see how the price of tickets can be of so 
gi’eat and absorbing interest to the welfare of the country as to call for interfer- 
ence by Congress. While all are affected by fre^^ht rates, but a small proportion 
of our population is affected by passenger tariffs. The price of sugar, of flour, 
of potatoes, the cost of clothing and boots and shoes, and even the cost of patent 
medicines, are of more importance to the masses than this subject of passenger 
travel. 

We believe the practice of circuitous tickets justifiable. The short line estab- 
lishes the rate and is naturally entitled to the through business. If a combina- 
tion of lines is formed that makes a mileage of from 100 to 500 more, and a loss 
in time to the passenger of from 3 hours to 24 in transit, a broker is perfectly jus- 
tified in applying his methods ot business to this class of tickets. The railroads 
seem to act upon tlie principle that conspiracies against each other are entirely 
justifiable. Railroad properties may be wrecked, offensive and defensive alliances 
perfected, rates may be made by illegal agreements, and such actions shall be the 
law; but what awicked actforthe detestable “scalper,” without their most right- 
eous authority, to step in and break up this scheme, with a vulgar intent to make 
money for himself and ('ffect a saving for his customer! 

I believe that is all, and I would be glad now, Mr. Chairman, to answer, to the 
best of my ability, any questions which the members of the commission choose 
to ask. 

Q. (By Mr. Kennedy.) What other State has declared an antiscalping law 
unconstitutional? — A. Pennsylvania was the pioneer in that. I think they passed 
a law in 1863, but it never was known there was such a law outside of the city of 
Philadelphia. There is Pennsylvania, Minnesota, New Jersey, Montana, Indiana, 
Texas, Florida, New York, and Illinois. 

Q. What I want. to know is this: Did not the court of some other State declare 
a law to be unconstitutional about the time that the court of appeals of the State 
of New York acted on this case?— A. Texas. 1 think the Texas decision was after 
that of the court of appeals of New York. 

Q. When was the Illinois dccLsion given?— A. When we say that these decisions 
were made in two States declaring it unconstitutional, we refer to Texas and 
New York. In Illinois I think our only legal opinions were given by the lower 
courts. The matter was rushed in a peculiar manner before the supreme court of 
the State of Illinois in a prepared case from some out-of-the-way place. There 
was no opposition made to it, and in some way a decision was rendered by the 
supreme court of Illinois. In the lower courts there have been several decisions 
declaring it unconstitutional, but not in the supreme court. 

(The witness submitted copies, taken from the Chicago Law Journal of dates 
July 29, 1898, and February 17, 1899, of opinions in cases in the circuit court of 
Cook County, HI., deciding that the law of that State aimed at ticket brokerage 
was unconstitutional. So much of said opinions as relates to ticket brokerage 
follows:) 

TICKET BROKERS LAW KORBIDDINd SALK OK RAILWAY TICKETS— UNCONSTITUTIONAL. 

[Thu Pcoploi'. Edward lUlinan. In the circuit court of Cook County, 111. Gibbons, John, judge. 

(Filed July 23, 1898.)] 

Motion to qmish indictviait. 

1. The Inw of ISTfj, making it unlawful for any person not authorked ny the owner or operator of a 

railroad to .sell or tran.sfer tickets, pH.sses, or other evidence of the holder’s title U) travel on 
any railroad or steamboat, is unconstitutional, as the legislature can not make an act criminal 
which is in itself innocent. 

2. The police power of a State defined, and instances given wherein it may be exercised. 

Gibbons, J.: The defendant has been Indicted under a statute of this State passed in the year 1875 
entitled "An act to prevent frauds upon travelers and owner or owners of any railroad, steamboat, 
or other conveyance for the transportation of paasengers,” a part of which act reads as follows: 

"That it shall be the duty of owner or owners of any railroad or steamboat for the transportation 
of pas.sengei’s to provide each agent who may be authorized to sell tickets or other certificates enti- 
tling the holder to travel upon any railroad or steamboat with a certificate setting forth the authority 
of such agent to make such sales, which certificate shall be duly attested by the corporate seal of the 
owner of such railroad or steamboat.” 

Defendant sued out a writ of habea-s corpus before me to te.st the constitutionality of this act, but 
upon my suggestion, a motion was made to quash the indictment, and that the question be presented 
on that motion instead of on habeas corpus. 
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The constitutionality of the law must be tested with reference to the provision of section 2 of the 
act, because that is the only part of the net the violation of which is made n penal offense; that is, 
probably so far as the sale of a ticket is concerned. That section provides: “That it shall not bo 
lawful for any person not possessed of such authority” (meaning the authority specified in the first 
section), “ so evidenced, to sell, barter, or transfer, for any consideration whatever, the whole or any 
part of any ticket or tickets, passes, or other evidence of the holder’s title to travel oti any railroad or 
steamboat, whether the same be situated, operated, or owned within or without the limits of this 
State.” 

The act is not aimed at nor directed to the prevention of fraud in respect to the barter, sale, or 
transfer of tickets or passes which do not entitle the holder to travel on a railroad, steamboat, or the 
like, but is specially limited to and directed against the barter or sale of tickets, pas.ses,or other evi- 
dences of the holder’s title to travel, etc. 

It is contended that a railway ticket is not personal property, nor a ehattc'l, nor a contract, but 
merely a receipt for the money i>aid to transportation. Decisions may be found in suiiport of this 
proposition, but they do not seem to me to b(> laised upon tlio reason or logic of the law. 

'I'o say that a railway ticket is not personal propertj , nor a chattel, nor a contract is, in my opinion, 
judicial nonsense A promissory note is not personal property nor a chattel in the .sense that the 
same reasoning might beai>plu*<l tomilroad tickets. It is simply the evidence of an indebtedness 
from the maker of the note to the legal holder thereof What is a railroad ticket? It is simply the 
evidence of the holder’s right to tra\el over the loads specified thereon, and, when not limited to 
any iiarticular penson, it may be sold, transferred, or given away by tiic liohler thereof the same as 
the owner of a promi.ssorv note may make a gift, sale, or transfer thereof 

I am nut unmindful ol the fact that railroad.sfsteambouts, warehouses, and other associations of 
that nature, impre.s.sed with a public duty and intended to perform certain quasi-i>ublle functions, 
may be the sulijectof legislatne control and regulation so long as the legislature docs not transcend 
the limit of the Shite or Federal Constitution. But it is claimed in this case, a I'ontention which has 
been urged w'lth great eanuMness in many cases and which has found support in judicial decisions, 
that the Icgislnturi', under the police powi’r, may enact any law w'lnch it may deem essential for the 
public good, and that, unless the law falls wnhin the ban of .some constitutional provision. State or 
national, the (‘ourts must uphold it There is no eoneeivahle doctrine w’liieh would be more danger- 
ous to the State if .sanctioned b> tlie courts tlian the doctrine here contended for, 

Blaekstone, in his elassiliealion of fundamental rights, says “The third absolute right inherent in 
every Englishman is that ol property, which eon.Hists in tin'* free use, enjoyment, and disposal of his 
aeijnisltlons wuthout any control or dlminntion sa\e only by laws of the land * * * The laws of 
England are, therefore, in point of honor and justice, exlreiiiely wabdilul in asserting and protecting 
this right, epon this principle the Great Charter lias declared that no free man shall bo dis.se]zed or 
dl\e.sted of Ids freehold or ol his liberties or tice customs but by judgment of his peers or the law of 
thehind. * ♦ * In vain may it he iiiged that the good of the individual ought to yield to that of 
the eominuiiih ; for it would be dangeious to allow any private men or even any public tribunal to 
be the judge this eominon good and to decide w iieiher it would be expedient or no, Besnies, the 
public is nothing more c.s.sentially interested tlmn in the iiroteetion of every individual’s private 
rights as modeled by the municipal law. In this and similar ca.ses the legislature alone can, and 
indeed ircquently does, interpose and compel the imlividual to uequiosce. But how does it inter- 
pose and eompcD Not by absidutely siiipping the subject of his property In an arbitrary manner; 
but by giving him a lull indemiiirK'ution and e<|Uivalent for the injury thereby sustained.” This 
alisolule right of property mherenl in every Englishman was supposeif tohe protected against legis- 
lative spoliation, not only in Magna Cliarta, but by llie nnwritlen constitution of England, yet the 
fact remains that if the British 1‘arliauicnt .should pass a law declaring that tlie property of A should 
thereafter vest in B even without compensation, there is no power in the Engll- n judiciary to declare 
such an act void or unconstitutional 

If the Contention here urged .should be sanetionod as sound law, the Stale legislature would be as 
oi^inipoteiit as the British Parliament, and there would he no power in the judiciary of this State or 
of the United States to annul its enactments 

Mr, Justice Miller, delivering the unanimous opinion of the Supreme Court of the United States In 
Yates c Milwaukee, 10 Wallace, 407, lesscrts that the meie deeluration by the city council of Milwau- 
kee that a certain structure was an cneroaebment or obstruction did not make it so; nor could such 
declaration make it a nuisance unless it in laet had that character. 

“ It is a doctrine,” he says, “not to he tolerated in this eoiintrv that a municipal corporation, with- 
out any general laws, either of the city or of the State within vvfiich a given structure can be shown 
to be a Tinl.saiiee, can, by its mere declaration that it is one, subject it to removal by anv person sup- 
posed to he aggrieved, or even by the city itself. Thi.s would place ev ery hou.se, every Imsiness, and 
all the lU'operty of the city at the uncontrolled will and temper of the legal authorities.” 

In Loan A.ssocialion c. Topeka, 20 Wallace, this same lunnoita! jurist was the first to give 
iudieial utterance to the great prineipleof Individual right and personal security under the law when 
lie said- “It must be eoneeded that there are .such rights in every free government beyond the control 
of the State A government which recognized no such rights, wliicli held the lives, the liberty, and 
the property of its citizens .subject at all times to the absolute dispo.sltlou and unlimited control of 
even tlie most demoiTatie depository of power is, after all, but a despotism. It Is true It i.s a despotism 
of the many, of the majority, if you choose to call it so; but it is none the le.s.s a despotism, 

“It may well be doubted if a man lias to hold all that he is aeeustonied to call his own or in which 
he has placed his hHppinc.s,s, and the security of which is essential to that happiness, under the 
niilimited dominion ot others; whether it is not wiser that this power should be exercised uy one man 
than by many. The theory of our Governments, State and National, is opposed to the deposit of 
niilimited power anywhere. The executive, the legislative, and Judicial branches of these Goveni- 
nieiits are all of limited and defined powers. There arc limitationaou such power which grow out of 
the essential nature of all free governments— implied reservations of individual rights, vvllnout which 
the social compact could not exist, and which are respected by all governments entitled to the name.” 

^ S’i>eaklng of the police power of the State, Mr. Justice Earl held in re Jacobs, 98 New York, 98, that 
“ Under It the conduct of an individual and the use of property may be regulated so ns to interfere to 
some extent with the freedom of the one and the enjoyment oi the other; and in cases of great emer- 
gency, engendering overruling neces.slty, property may be taken or destroyed without compensation 
and vvithoutwhatls commonly called due process of law. Thelimitof this powercan not be accurately 
defined, and the courts havenot been able or willing definitely to circumscribe it; but the riower, how’- 
ever broad and extensive, is not above the Constitution; when it ( the Constitution) speaks It must be 
heeded. It furnishes the supreme law, the guide for the conduct of legislators, judges, and private 
thereto’”'^”^' i“POses restraints, the police power must be exercised in subordination 

What is meant by the police power of the State’ It is that power and dominion inherent in every 
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flfovernincnt over the liberty and property of the inrlJvidiiiil whleh may be exercised in case of neces- 
sity for the t>rolectlon of th(> fxi'nenil jnjblic For example, the h'jiislatnre may authorize health eom- 
miasiunera or other officers of tlie law to quarantine a person sufferiu}; Irom smallpox or other mfeclious 
disease, at his homo or elsewhere, and thus deprive him for the timebeiiijfof his personal liberty; 
may justify the invasion rif the habitation of such a person so as to burn or destroy Ins effects in order 
to prevent the spreail of the disease; may empower municipal officers to blowup builrlitiKs iii order to 
stay the ravages of a coullagration which threatens the destruction of a city; may justify the seizure 
and distribution of hxid in order to avert a threatened famine; may pass laws for tlie regulation or 
suppression of gambling or of the sale of intoxicating liquors based upon the assumption that tlie 
conduct of such a business is destructive of public morals and has a tendency to proimtte pauperism 
and crime. And even in such cases the reasonablemys of the law is always open to inquiry b\ the 
judiciary But the legislature can not, under the gui.se of the police power, prohibit the sale of 
wholesoint' food, or declare that to be criminal whicn in its nature can not be destructive of morals 
or detrimental to the well being of the people. 

* * * » * * * 

Our instiditinns are not founded on the feudal principle tliat a parliament is supreme, omnii>otcnt, 
but arc founded upon compact— founded upon a written Constitution, liiuding upon the State and 
iiiMm the individual, and a guide for officcis, for legislators, and for judges. i People r. Eden, Chieago. 
L. .1 Monthly, ]> HI'J, S C , 1(11 111 , 2911. 

Cases might be mnlti|)lied as.sertlng and maintaining lliis principle, but T deem it uuiicccssary to 
do , so, bccan.se if wc once concede that the ladicc jtower (»t a Slate is above tlu‘ Constitution, we 
nuglit as welt abolish all con-stitutional restrictions and adopt the feudal principle prevailing in 
Continental Europe based upon the llicory of divine rigid ol kuig.s and the omnipotence of 
parlinmmitH. , , , , 

1, for one, shall never follow tlie decisions of any court aiinoaiicing such a dangerous doctrine, 
and, I am hapjiy to say, tliat I am not compelled to do so m tliis eu.se, beeau«e the supreme court of 
Illinois lias never nw-erted a doctrine lliat is destructive of personal liberty, individual security, or 
tbe right ol property. , . , ^ , 

There was a time when courts strove to arrive at thi; right and justice of each particular case bascsl 
upon Its own iietmliur facts liy upplyiiig some legal truth, some maxim of tlie law, to the facts of tliat 
ease. But now we seldom reason from first pniimnles of rigid and justice, but ratlier content our- 
selves by blindly following some judicial bellwether whose decision (ills s|)acc in an encyclopedia 
or is qu()ted approvingly by a modern book builder. , . „ ^ 

This criticism is fully warranted by the lact that our .supreme emirt, in what is alleged to be a 
fletitlous ease jireseiited to it, based iii»ou an indictment charging an inlractioii of the statute under 
eoiisidcratlon. was led to proclaim its eoiistitutionalily, and the courts ol other sister States have 
uyfiield sitiillur statutes, <piutiiig the case of Burdick c. The People,! 19 111 , fiOU, as a precodetd. 

In 1(12 111., 48, the utteidiou ol tlie siiprmne emirt was diiecled to this case on a motion to expuiigi‘ 
theoiaiiioii fioni the recoid on the allcgeil ground tliat (he court was imiiosed upon and falsely 
Induced to render a deeiMon sustaiiimg (he couslitniionallty of the act, but Hum ourt, bv a vote of 
4 to 8, refused the motion on tlie ground Had the parties who made the motion were strangers to 
the record, and the <-oiirt made the noxel and .significant aniiouiiccinenl tliat the judgment of 
affirmaiu-e in the Buidick cases and the opinions ot the court m deciding them arc coucUisne only 
as between tlie parties to (ho.se cases. This announcement was made knowiiigh , and tlierc can lie 
no mistaking Its meaning in view of thciecord made in tin' case. So that I am not bound by the 
(ieeislon in the Burdick cases unless d should appeal to me as sound law 
In view of the mativ able and exhuustivi' deeision'+of the supreme court anmaincing principles so 
antagonistic to the rule laid down in the Burdick eases, I am eon.strained to believe that this law 
would never have received tin* .seal of its approval had the ease been presmded to it in all its bear- 
ings. T am so eoidident that the statute under considerati >ii is not only in contlict W'dli the bill of 
rights of our (km.sldution the foiirtecidli amendment, and the interstate commerce clause of the 
National Con.stdution that it seems unnecessary to lurther discuss the (piestinn or repeal the reason- 
ing advanced by me in declaring the barbew Sunday closing law uneonstdutional in People v Eden, 
sujira. I am willing, however, that theeunse should be appealed to the .supreme court, and, iiot- 
withstaiiding the fact that 1 am couviiiecil of the uncoiistiUdioiiality ol the law, I will overrule the 
motion to qiiiusli the Indletmeut so that if the defendant is convicted thereon an appeal may he 
Uiken to the supreme court, where that court will have a ehaiicc to explain its fornu'r luling, and 
if need be overrule and annul It 

TICKKT brokers' ACT UNCONSTITCTIONAL— R \II.IU)AD TICKET t'F.RSONAL I'ROrEUTY OR PURCHASER— 
POLICE POWER— JtrUClAl, NOTICE— HABEAS CORPUS 

(Ojdnion filed February lO, 1899 ) 

[People cxrcl. Bennett D Marks etal r. .lames Pease, Sheriff Circuit court of Cook County Richard 
Prendergast, solicitor for relator. Charles S.Deneen, Slate's attorney, and W.S. Forrest, solicitors 
for respondent. ] 

(] ) The law of 1875, making It nnhnvfiil for any pemon not authorized by tlu' owner or ojierator of a 
rairload to sell or transfer tickets, jiasses, or otnci evidence of the bolder', s title to travel on any 
railroad or steamboat is unconstitutional, as the legislatuie eaii not make an act criminal which 
is In Itself luiioeent. 

(2) The police power of a State defined, and instances given wherein it may be exercised. 

(8) A person, by a proeeediiig in habeas corpus, may, oefore trial, test the eoiistitutionality of the 
statute under wliK’h he is indicted 

Gibbons, J.: In 1895 the legislature of this State enacted a law having for its apparent scope and 
purjio.se the prevention of frauds upon travelers and owners of railroads, stmimhoats, or other con- 
veyances for the transportation of passengers The first section thereof provides tliat it shall he the 
duty of the owner of any railroad or. steamlroat for the transportation of paasengers to provide each 
agent who may be authorized to sell tickets or other certificates eiitithiig the holder to travel upon 
such railroad or steamboat with a certificate setting forth the authority of such agent to make such 
sales. The .second section provides that it shall be unlawful for any person not po.sseBsed of such 
authority to soil, barter, or transfer for anv consideration tbe whole or any part of any ticket or 
tickets, passes, or other evidences of the liolder’s title to travel on any railroad, whether the same be 
situated, operated, or owned within or without tlie limits of (ids State, 

The petitioner was indicted by the grand jury of this eountv for violating the provisions of this act, 
and ho sued out a writ of habeas corpus belore me to tei-t its constitutionality. 
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A similar petition was presented In the case of People ex rel. Edward Ullnian, in July last, but I 
then insisted noon the question being raised by motion to miash the indictment. Acting upon the 
suggestion of the court, the ca.se was accordingly submitted, after having been elaborately argued 
by counsel I carefully investigated the authorities then presented, and after due deliberation I 
lield that the law uiis invalid, but I refused to quash the indictment in order to give the prosecution 
a chance to present the matter to the supreme court of this Stale. (See opinion published in e.vtenso, 
People ex rel. riliiian v James Pea-e, SherilT, volume 3, Chicago l^iw Journal Weekly, p 8,17 ) 

The learned counsel for the people urge with miieh earne-stness that 1 reache<i an erroneous con- 
clusion in that case, and still contend that the law is a proper exerci.M* of the police power of the State. 
In view of the persistent contention ol counsel, 1 have reexamined the (luestions iinolved, and the 
more thought and rellection J have given them the more convinced I am of the correct ness ot my 
conclusion There is, doubtles.s, much force in the contention of learned couum*!, if the crime de- 
nounced 111 the statute was the sale of a tickid which did not entitle the holder to travel thereon, but 
Hiu'h IS not the aim or jairpose of the hnv If I enter a railroad oftice and ask lor a ticket from Chi- 
cago to New' V(rk,ami I pa\ the price rtemanded therefor, it is as much m> proj)ertv as the coal I 
weai T nun ha\ puichased the ticket for some member of my lamily, for my domestic, or friend, 
or for mv.seli. As I paid the priei' demanded, it w'as of no con.se(iuenee to the companj for whom 1 
purchased It. 

That th(' legislature of the State has the powerto regiilah', restrain, or prohibit the .sale of an> article 
or commodity, or the conduct of any business wdiich is or may be deleterious to health, dc'slniciive of 
morals, or which might produce pa'upetism or crime, no one will deny. 

♦ *♦♦♦** 

What is then' in the nature ot this business which our modern Solons slnaild jilace under the ban 
of outlaw rj? 

Tills colli lean not plead ignorance of facts which are of common knowledge: and it therefore assorts 
that the tik'h eiigagi'd iii the ticket brokers’ business have seldom oi'cnpied the time or attention of 
our couils, winch IS priniii facie evidence ol lair dealings with their patron.s, and of (‘iirnest elTorts to 
please tlicm Members of tins a''SOciation are found in every eity and in m-arly every town which is 
reached ti> a railroad, and the traveler wlio .seeks information at their olllces as to the best and cheap- 
est inotlc ol coiivcMincc rcccncs it without tcai or reward 

Had the supreme ( ouit ol this state upheld the law in a case between real parties litigant, 1 should 
nckiiow'lcdgc Its superior authority, hut, as it has not, and as the court of appeals of New' York, by a 
majonlv of Us mciuhcrs. has di'claicd a similar act of that State unconstitutional. 1 have not the 
slightest doubt hut that tlii' act in (piestion is uncoiislilutioiial (See People e.x rel Tyrolcrc. Warden 
of City I'ri'-oii, ,)1 N E , 100(1. Aho, the oiiiiiion ol Judge Dunne of Hus court in People cx rel. i' James 
Pease, Sh< riff, vol.3, Cliieago Law .lout mil Wi-ekly, p. .'iOl ) 

****** * 

The (lelitinner in this ease will he diseljargc<l from his ilh'gal restraint, and it is ,so ordered. 

l^'litloiicr disclmrged. 


Q. You say tho Texas decision was about the same time as that of New York?— 
A. Very soon afttu’, I think. The Texas decision did not go into tlie merits of 
tile cthse; it w.is on a point of law. By the wording of the liill tlie h'gislatiire had 
left it optiontil with the railroads as to whether they should or should not print 
•‘not transferable” on a ticket. If they did not print that, all right; but if they 
did print that it was a crime to .sell the ticket; tiiid the court threw it out on that 
point— that it Icd't it optional with the railroad as to wlitdlier it should be a crime 
or not. I iim not a lawyer and it is not easy for me toexphiin these points of law. 

Q. You spoke about your responsibility going with the ticket that the traveling 
man purchased from you unless he signed a contract by which he assumed the 
rt'Hpunsihility. Is that a (tonimon practice?— A. That is a fact, it is a rule, an 
absolute and invariable rule with the association. 

Q. Why do you enter into a contract of that kind with the traveling public in 
any insttiiice?— A. To protect them. There may he a ticket which was made out 
to a ]iarticular individual, and the railroad conductor might refuse to accept it 
as fare. So we rtwerse the ordinary principles of husine.ss. If you claim that 
you are (hdrjimled in a transaction, ordinarily you would Jiave to prove that you 
iiad been dt'fraudtitl. We say that unless the broker lias a written agreement to 
the contrary with liis pa.ssenger, he, the broker, is responsible for that ticket. 
It is to meet cases like this that the acts of all ticket brokers in tlie Amtudean 
Ticket Brokers’ Association are absolutely guaranteed l,o the public. It is to make 
onr ptitrons feel absolutely fearless in imrchasing tickets, ,and to counteract the 
influence of the articl(‘s tlie railroads are constantly putting in the papers in an 
elTort to educate the peojile to be afraid of the ticket broker. 

O. Wliy do you get tickets for which you do not care to assume responsibility, 
ami put that responsibility on the traveler? — A. I have never, in my own ex]jeri- 
ence, sold a ticket of a character that I was not willing to assume responsibility 
for. I do not think that in the 19 years of the existence of my office in Detroit 
there has ever been a transaction of that kind; but that is a rule, one of the rules 
of the association. 

(A Voice.) There is a question here I think you are not quite clear on. The 
by-law is not intended to mean that the broker is not responsible for the amount 
of money that the passenger pays for tickets. It is only intended to show to the 
executive committee, who arbitrate these cases between passenger and broker, 
that he is not permitted to receive any more money than the amount of money 
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paid. In no instance do we sell a ticket with any kind of a contract that he 
assumes any more risk than the amount of money he pays. 

Q. (By Mr. A. L. Harris.) Do you accept that as your testimony?— A. Yes. 
In this way; our guaranty is this; Suppose you buy a ticket of me for $8; the 
regular fare is $10; the ticket is refused; I am compelled by the rules of oui* asso- 
ciation to make you whole. I pay $10— not $8 that you pay me— and I have no 
recourse. If I refuse to do it and the passenger appeals to the association, unless 
I have this written contract with the passenger that he will take that ticket and 
assume his own responsibility, I must refund the $10. 

Q. (By Mr. Litchman.) As I understand it, the point of the question of Mr. 
Kennedy is whether it is your usual custom to ask for a contract of that kind?— 
A. I never did so in my life. 

Q. (By Mr. Kennedy.) Can you give the names of any men who are now 

E rominent in railway management or the railway business, who have gone up 
:om brokers’ oflBces?— A. I could do .so, but I would rather not do it, from the 
fact that they might imagine it would lower their dignity and might feel offended. 
I know of a very popular traffic manager who commenced his career in a ticket 
broker’s office, a gentleman who has a record, from the time he was a boy until 
he grew up to manhood, of strict integrity, and he is not an enemy to-day of the 
ticket broker. One of the commissioners, whose name is known the world over, 
got his first education in the office of one of the ticket brokers here to-day. 

Q. Interstate Commerce Commissioner, you mean’?— A. No, of the railroad 
commission; not the Industrial Commission or the Interstate Commerce Com- 
mission. Although I recall a case— I should not like to produce the contract— 
but one of the early members of the Interstate Commerci} Commission, who spoke 
very bitterly of ticket brokerage, or at least the reports say so, did make a con- 
tract with me shortly before he was made a member of the commission for a 
large block of tickets, and I was to sell them at a specified rate. The contract 
was signed by his successor, and the tickets were not turned over until after he 
became a member of the commission. I suppose the number would run into the 
hundreds— railroad men occupying high iiositions to-day, at least positions of 
trust and responsibility, who worked for brokers. It is very common for men to 
leave the railway service and work for ji broker, and then go back to the railway 
service. In fact, work in a broker’s office is an education which makes a man 
valuable for the ticket business. He gets familiar with every form of ticket 
issued, and the different lines of railroaa.s in the United States, the railway con- 
nections, and everything of that kind. 

(^. How do your members view tlie movement which is now going on among 
the railroads of the United States looking toward what some of them call com- 
munity of interest’?— A. We think that if those schemes are carried out that they 
will destroy our business. We are in business not from sentiment, but to make 
money in an honorable way. When in the course of business any combinations 
that are honorably and legally formed put us out of business, we will make no 
complaint; we will go down; we will rise or go down as the situation may be 
brought about; but what we do object to is to be stigmatized as doing an illegiti- 
mate and dishonorable business. 

Q. Do you believe that so long as there shall be competition in railway passen- 
ger traffic there will be room for the brokers’?— A. As long as there is competition 
there is room for brokers. There is this about it: The broker thrives best when 
trade is bad and when rates are high. When people are making money they don’t 
care so much— the savings effected through brokers do not amount to so much to 
them; they are not so anxious to buy. When the railroads are doing lots of busi- 
ness they do not care for us. But when the railroad companies get in a close 
place and need business— it is like any other business— they get out and look for 
it, and the ticket broker is in a position to give it to them. 

Q, This is one business, then, that does not thrive on prosperity?— A. Not so 
much so. 

Q. Have you any written contract made between ticket brokers and railroad 
officials for the selling of cut-rate tickets in bulk?— A. They could be procured, 
but it would be a violation of a business agreement, and something that we should 
greatly hesitate to do. We do not think it would be right to do it. 

Q. (^ Mr. Litchman). You are sure that such things exist?— A. Such things 
exist. I am willing to say that on my oath. 

Q. (By Mr. Kennedy). And you could furnish them if you were inclined to?— 
A. I suppose it would be possible. I would not like to say that we will do it. I 
will say this, in regard to contracts of late years, that it is a matter of honor 
between the ticket broker and railroad men. For instance, a ticket broker may 
write to a general passenger agent that ho wants something, that he can do him 
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some ^ood, and instead of getting a reply by mail a district passenger agent or a 
traveling passenger agent comes in and talks the matter over and says, “We will 
do so and so; ” and that contract stands. The agent will say, “ Buy tickets read- 
ing over our road, report to us the forms and numbers at the end of the month, 
and a check will follow.” That is the general custom of doing business, and, to 
the credit of the roads, there are very few instances on record where the contract 
has been violated to the slightest extent. 

Q. Would you mind funiishing such a contract for publication in your testi- 
mony if the commission were to omit the names? — A. Contract for the sale of 
tickets? 

(^. Yes.— A. Personally I might not object to show the one in which the com- 
missioner was interested, but I believe that even in that case I might be con- 
demned by the ticket brokers of the United States as violating a confidence. 

Q. I will not press it, then.— A. When prominent railroad men who have dealt 
with us conn) before this commission, or a commission of this character, and give 
te.stim(jny derogatory to the ticket brokers, there is a great temptation to get back 
at them. When, as I have mentioned here, a member of the Interstate Commerce 
Commi.ssioii— one of the early members— attacked us, I felt very bitter when I 
had in my hands the contract from the road that he represented, and the arrange- 
ment had been made before he left the road. I felt like showing him up, but I 
never liav('. 

Q. (By Mr. Litchman). It is a fact, then, that the officers of railroad lines find 
it expedient and ])rofi table at times to deal with the Ticket Brokers’ Association?— 
A. We provi^d before the Committee on Interstate Commerce in the Senate that 
95 per cent of the business of the ticket brokers in the United States was done 
with th(‘ railroads direct. 

Q. And yet, when they want legi.slation from Congress, they turn around and 
denounce your association as dishonest. Is that right?— A. There were just two 
cases shown up in that testimony before the Senate committee by Mr. George M, 
McKenzie. The Pennsylvania Company, represented by Mr. Boyd, was one of our 
bitterest enemies. The New York Central, through Mr. Daniels, was also exceed- 
ingly bitter against the brokers. Mr. McKenzie, to defend him.self, showed (and 
the testimony is in the records of that hearing) that the Pennsylvania Company 
had dealt t hrough brokers to the extent of tens of thousands of dollars. The can- 
celed checks paid by brokers and returned to them through the banks and indorsed 
by tlie railroads’ treasurers were shown to prove dealings with brokers by the 
New York Central (and some of the gentlemen are pres(mt who drew those 
checks) . The checks were for tickets over the West Shore road, owned by the New 
York Central, and they showed the indorsement of the treasurer of the New York 
Central. 

Q. (By Mr. Kennedy.) What proportion of your business can you say now 
comes to you through the railroad officials?— A. The statement of Mr. McKenzie 
\yas 95 ])er cent. Now, when we say 95 per cent of our tickets were bought 
directly from the railroads I do not mean that each individual broker buys all his 
tickets from the railroads. For instance, some broker at a starting point East, 
New York or Boston, starts that ticket West. It may travel from New York to 
San Francisco, but it was originally purchased from the railroad direct by the 
broker, and is used from point to point. 

Q. Have you any idea what proportion of your bu.siues8 now comes from the 
railroads?- A. Well, there is a less proportion, e.sp(‘cially in the last year, when 
the traffic associations are the whole thing. 

Q. Could you keep open your ticket offices and do business and make a living 
wthoiit the trade which you get through the railroad officials?— A. No; I do not 
think so, to anything like the extent to which the business was formerly con- 
Where a broker would have perhaps anywhere from thirty, fifty, to a 
hundred thousand dollars invested in stock, he would necessarily have to do the 
comparatively small business that is done through tickets that passengers don’t 
use and through excursion business, and of course that would greatly injure the 
advantages the public now enjoy, because when a broker is doing a thriving busi- 
ness he can buy almost any quantity offered of these tickets by passengers, and 
he can depend on a large sale to his customers. If the trade is restricted and he 
can t buy of the railroads, he has got to take some other line in with his ticket 
business, and perhaps take a less public location. He would not have the same 
racilities for handling tickets, and of course he would not be in position to handle 
a large amount of stock. 

Q. If you are doing business in Washington, and a gentleman comes to you and 
says he d^ires to travel to Chicago, and wants to know what you will make him 
a rate to Chicago for, and you tell him that you will buy a ticket for Omaha or 
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some point farther West, and give him an order on a Chicago broker to buy the 
unused portion of that ticket— is that a common practice?— A. It is a very com- 
mon way. That is what is called “ scalping” a ticket— buying to some through 
point, which is perhaps a competitive point, and upon which very likely some one 
of the various roads in this line are anxious for business, and ^vlll pay a commis- 
sion. We sell the passenger the through ticket and give him a rebate order on a 
broker at the intermediate point for which he is bound. 

Q. What I wanted to know in that particular instance was this: Do the railroads 
know generally that those tickets are bought in that way, being purchased by or 
for a ticket broker or scalper?— A. It is a very difficult thing not to know it, 
because the broker buys the ticket. They know it, and it is encouraged by the 
roads. For instance, there may be some road — say some one of the weaker lines— 
from, we will say, Buffalo to Chicago, that wants business. The passenger agent 
of that road comes to a broker and says, “ Try and induce your Eastern correspond- 
ents or Western correspondents to send their business our way; get the business 
over our road, and if any tickets expire wo will extend the limits.” Sometimes 
they my a eonimission and .sometimes they do not. 

Q. Do the traveling men of the United States, those who are known as travel- 
ing men of business hou.ses, patronize your members to any considerable extent 
now?— A. I think that every organization of traveling men, every organization 
that I know of, has adopted resolutions denouncing the antiscalping bill, and is 
in favor of tlie Ijroker. 

Q. Have tin* railroad companies recently made concessions to traveling men in 
any way?— A. In the way I have explained— in the interchangeable book Where 
these books are sold, it may be of more advantage to the traveling man to buy the 
interchangeable book than to deal with brokers, as he gets a net rate of 2 cents. 

By the way, this interchangeable book to a great extent is of no particular 
advantage to the traveling man. When the old custom was in vogue, and each 
road sold its individual books, a traveling man was allowed by his house 3 cents a 
mile for travel. He got his mileage from the broker, as a general rule, at about 
cents and saved thre('-fourths of a cent, and that was one of the perquisites 
of his business. Now, in the territory of these interchangeable books, with a 
universal rate of 3 cents, he can only put in a bill of 3 cents a mile. The railroad 
companies can’t benefit by it. for the reason that no broker, except in very rai'e 
cases, paid them less than 3 cents for mileage. It is the jobbing house that profits 
by this interchangeable book. 

I want to say ot this interchangeable book, that while it takes the broker’s busi- 
ness from him, we make no complaint. Whenever the railroad companies offer 
something better to the public than we can give them, we certainly are not com- 
ing to a commission to complain nor to Congress to complain, and ask that a law 
be changed to put business into our hands. 

Q. I notice that you have many expired tickets. Do you buy all the tickets 
that come to you if there is a day or half a day’s limit oli them?— A. It depends 
upon circumstances; but as a general rule we do. 

Q. Do you lose many of them?— A. We lose enormous numbers of them, but it 
is good policy for us to buy everything that comes along, because it shows the 
people that there is a market for tickets, and in the aggregate we make money, 
of course, or we would not be in the business. Any ticket broker can show you 
boxes full of expired tickets. We simply buy a ticket as a speculation. If we 
lose it, why, it is all right; it is a matter of business, 

Q. (By Mr. Litchman,) You spoke of selling tickets for the railroad on a com- 
mission?— A. Yes. 

Q. Would you object to state what the amount of that commission is usually?- 
A. I think that it is an average of, say, 10 per cent. 

Q. Ten per cent of the selling price of the original ticket?— A. About that. 

Q. That would be a fair estimate for the whole country?— A. I think so. I 
^uess that is a fair average. It is the same commission, as a general thing, that 
IS paid to agents. A broker is treated usually just as the regular agent is, and if 
he chooses to divide part of his commission with the passenger, that is between 
him and the passenger. 

Q. Does the use of the interchangeable mileage book, in your judgment, have 
the approval of the employers of traveling men, as a mle?— A. I should think so. 
I think they are the ones that profit by it. 

Q. You spoke of the fact that the traveling men receive the difference between 
the cost of the mileage book and the straight 3-cent fare as a perquisite.— A. They 
did in former times, 

Q. Was it not the custom in former times for the employer to furnish the mile- 
age book the same as now?— A. I do not think so to the extent tha-t it is now. 







There is one reason why the employer furnishes this book, and that is because it 
is beyond the means of a great many of the traveling men to put enough money 
in it. I do not know what amount of money there is invested in these books— the 
amount of money that the railroad companies have the use of— but this book is 
No 838033 [referring to book before himj, and at $10 a cover, to say nothing of 
the mileage inside, it represents an immense sum of money. Of course these are 
being turned in constantly. It would not be fair to assume that there was about 
$3,360,000 out on these books, because a ^eat many of them have been cashed; 
but there is an enormous sum of money involved. This is only one of at least 
three in the West. There is, west of Chicago, a different style of book ; it is called 
the Sebastian book. You buy a pocketbook for a dollar or so, and when you buy 
a ticket of a railroad company you take a receipt and those receipts are registered 
by the ticket agent and they are filed in the book. When you get up to, say, 8.000 
miles you can turn them in and get a rebate. In Michigan there is a kind called 
the Northern mileage book , controlled by the Northern Mileage Bureau. Another 
book, known as the Central Passenger Association book, is complained of by 
traveling men. I am not here to represent traveling men; but there are many 
restrictions about this book that makes it of great inconvenience to the traveling 
men, because it is not accepted on the train. 

Q. The annoyance of the use of the book at the station?— A . Yes. There is one 
book that has not this objection- the Northern mileage book, used by the Michi- 
gan roads. 

Q. Will you kindly explain the manner in which this book is used?— A. To get 
this book the purchaser writes his name and address and gives it to the ticket 
agent and pays f$;10. There is nothing on this hook to identify the original pur- 
chaser. When he wishes to travel upon it he goes to the ticket agent, indorses a 
strip of mileage in this book, and the ticket agent tears out the mileage and gives 
him a tiheck or a ticket to be used in connection with the book cover. Then he 
can check his baggage. It is presented to the conductor on the train, who takes 
this ticket and, I presume, compares it with the mileage book or sees that it does 
compare with it, and in that way the mileage is used; but, of course, if a man 
gets to the station close to train time and finds a large number of other mileage 
holders ahead of him, to get to the ticket agent, go through this complicated sys- 
tem, and get this exchange made, baggage checked, etc., requires considerable 
time, and frecpiently he is not able to use the book at all, but has to pay 8-cent 
fare. 

Q. (By Mr. Conger.) This Northern book you speak of has a different arrange- 
ment now. has it not?— A. Yes; I think a much fairer arrangement. It is used 
like the old mileage book, except that the conductor detaches the mileage and 
requires the signature of the passenger on a separate slip. 

Q. Do you know how that change was brought about; that is, the chjinge in the 
use of it?— A. I do not. I know that there were a great many traveling men 
who obje(;ted to this style of liook.and that passenger men on Michigan railroads 
believed their objections reasonable and originated a new book. 

Q. It is quite likely, then, that the traveling men’s association had somethingr 
to do with it?— A, They may have had something to do with it. 

Q. ( By Mr. Litchman.) They make a deposit with that book the same as this?— 
A. Ten dollars; yes. 

Q. (By Mr. Conger.) I would like to ask whether you can tell us if the book 
in use in Michigan— I think you called it the book issued by the Northern Mileage 
Bureau— has the official approval of the Traveling Men’s Association of Michi- 
gan?— A. I can not say positively that it has; I believe it has. I do not believe 
that any of them like the $10 cover, however. I know they do not. Nevertheless, 
it is the best thing that has been offered up to this time. 

Q. Is not this interchangeable mileage book an advantage to the travelers in 
the arnount of money they have to invest in mileage books? For instance, if the 
traveling; man with Michigan for his territory, and who would have to travel over, 
say, 5 different railroads, were to invest in mileage books in the usual way he 
would have to pay $100 for 5 books over as many roads, whereas by the purchase 
of 1 of these interchangeable books he could have a book that would be good over 
5 roads for an investment of $30?— A. I think that is an advantage; an advantage 
to a man in that position. 

Mr. Kinner. Mr. Lindenberger has given much time to our cause and has 
covered the ground quite thoroughly; but there is just a little thing I would like 
to answer in regard to the question asked by Mr. Conger. It is to some extent 
an advantage and in another way a great disadvantage, oecause in accepting that 
mileage on the train they will only cheqk baggage to tne passenger’s destination 
on that particular line. If they are going to^change on another road, they have 
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^ot to recheck; they can not check through in a peat many instances. I am not 
m Michigan; but formerly they could check only to the road where they were 
going to change cars. I know that was in vogue. 

The Witness. Now, I believe this is obviated in the Michigan book; but in the 
Central Passenger Association book you can not get a through ticket i.ssued beyond 
the line of the road that you first ride upon, and you can not check your baggage 
through; you have to (ihange your ticket and recheck your baggage if you go on 
another road. This is very disapeeable on a night trip. 

Q. (By Mr. CoNOKit.) I would like to ask a few (questions in regard to the com- 
plaint that you made us to some of the Michigan roads having practi(;ally violated 
an agreement with you some years ag().~A. Not very long ago. 

Q. Family mileage books were in vogue. Was that or was it not brought 
about by a change in the passenger ageiitsV— A. The passenger agent has since 
been advanced to larger responsibilities. He is a good fellow yet, but he don’t 
tome into my office as he used to. 

O. When these family mileage books were in vt^ue it was the custom for this 
railroad to put many names on the book?— A. That was a good deal like the 
Mielling of Sam Weller’s name— depended on the taste and fancy of the speller. 
They put on about as many as the purchastu* wanted. 

Q. Now, when one of those books was used did not the man who used it have to 
sign one of the names on the book, whether it was his name or not?— A. That 
was the requirement, I believe, in the contract. 

Q. What was the practice?— A. I believe it was the practice. 

Q. Well, isn’t there an element of forgery in that?— A. I will tell you: In the 
first place the tickets were almost universally purchased by brokers, and the 
broker, in order that the names would not all be tne same, asked the first traveler 
to put his name on the book. The contract, so far as that is concerned, wai3 
entirely disregarded. And here is another feature I want to bring out in this 
contract on railroad tickets. There seems to be a different understanding in 
relation to this contract— if it is a contract— and to an ordinary business contract. 
The subject has been brought up or has been suggested to me. If this is a con- 
tract, why do not the revenue laws apply to it? In all business contracts the 
revenue laws recjuite a stamp. You have not seen a stamp on a mileage book, 
or a railroad ticket. 

If this is in the nature of an evasion— the msing another person’s name— it is 
the result of an education from the railroad companies, and if there is anything 
wrong in it the responsibility rests with the railroad companies. I believe the 
rt'qiiirement making any person sign a nanie on a ticket or mileage book is 
wrong, and it is being discontinued to a certain extent, just as in New England, 
where the mileage book is now good in the hands of bearer, and while the con- 
tract on some of the books sold in that section requires the signature, it is not 
recognized. 

Q. Do you know of any action having been taken by a railroad company, or by 
anyone in their interest, for forgery against a person who had illegally signed a 
name on a mileage book?— A. I remember reading of one case in California, where 
the Southern Pacific Company tried to punish a man for signing a name, and the 
court decided that the original purchaser in selling that ticket necessarily gave 
the power of attoniey to use his name in that connection to the per.son to whom 
he sold it. 

Q, What proportion of your business now consists in mileage books, approxi- 
mately?— A. Personally it amounts to almost nothing since the interchangeable 
book was put in force. The only business to any extent that is done in mileage 
is simply buying these books for the use of individual traveling men who can not 
afford the outlay of monev to carry them, and simply charging a percentage on the 
mileage, he using the book personally. Now, the conditions in my home city are 
very likely different from what they are in other cities. There are a great many 
|)ari8 of the United States where the old conditions jirevail, and the roads issue 
individual 500 and 1,000 mile books at a flat 2-cent rate. 

Q. Do the roads who are issuing these interchangeable books also issue a book 
of their own?— A. It has been discontinued. The last was within 3 months, I 
think— by the Grand Trunk Railroad— in onr territory. 

Q. What proportion of your business 10 years ago consisted in selling and deal- 
ing in mileage books?— A. I think 10 years ago it was very largely mileage books. 

Q. And those mileage books in a great measure were purchased from the rail- 
roads direct?— A. Almost exclusively. In fact, it was dangerous to do otherwise. 
I would want to know my passenger if I should buy his mileage. I have known 
cases where a dishonest man would sell his mileage book to a broker, and then go 
to the company and report it lost, and have it taken up on the train and returned 
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to him; he was that much ahead and the broker that much out. In bu^ng a 
ticket or mileage book requiring signature of any ^lerson not known to the broker 
he would have to be assured that everything was all right. 

Q, Now, a little while ago you practically declined to give the commission a 
contract or a copy of a contract between your agency and the railroad company 
for the sale of books, and the reason, as I understood it, was that it would be a 
violation of an agreement which you A. (Interrupting.) Breach of faith. 

Q. I want to ask you whether you are not aware or whether it is not a fact that 
in times past, when these railroads were selling you these books, they by selling 

them to you at a less rate than the tariff rate A. (Interrupting.) No; they 

usually sold to us at tariff rate. 

Q. (Continuing.) Or paying you a commission on their sales, were not, as a 
matter of fact, violating the agreement which they had entered into with other 
roads?— A. I do not know as to that. The agreements they make with other 
roads, I understand, are unlawful, and they might object to show up; they might 
have a greater objection to showing that up than I would have, because my acts 
with the roads were not unlawful, hut a combine in restraint of trade is unlawful. 
But tlien a gi-eat many of those transactions were in the days before the Interstate 
Cominer(;e Commission was organized. 

Q. The point I am getting at is this: Whether there was any difference from a 
moral standpoint, from your point of view, between breaking your agreement with 
the roads yourself or helping one road to break its agreement with another road?— 
A. I do not believe the.se agreements with other roads ar(5 right. 

Q. Hence you feel justified in being a party to assisting a road to break its 
agi'eement?— A. You may say it is a rule more honored in the breach than in the 
observance. 

(^. You afterwards touched on equality of freight rates, and, as I remember, 
expressed an opinion that they were justifiable and desirable to the public.— A. I 
say it might be argued that they were, 

Q. Would it not be desirable from the standpoint of the public to have an 
equality of passenger rates?— A, Well, it is the inequality and discrimination in 
the^passenger business that gives the broker his business. If the roads treated 
the public with exact and equal justice, there would be no room for ticket 
brokers. 

Q. Would not the universal rate of 2 cents a mile bring it about?— A. It would 
absolutely destroy the brokers’ business. When roads make no discriminations 
to individuals or companies there is no business for the ticket brokers. 

Q. And there would not be enough to keep ticket brokers’ offices?— A, No. 

9 . From the standpoint of the legislator, then, who desires to serve the public 
primarily, and incidentally to abolish the ticket broker, if he would legislate so 
as to bring about a universal rate of 2 cents per mile, he would accomplish his 
object?— A. Yes; the ticket brokerage business would be unprofitable. The broker 
is a creature of conditions, 

Q. (By Mr. Farquiiar. ) I would like to know if it has ever been decided in law 
whether when a person buys a ticket of a railroad, the railroad being a- common 
carrier, the purchaser of that ticket makes a contract?— A, 1 don’t think so. I 
do not believe that everything that railroads print upon railroad tickets is a con- 
tract— that all the conditions could be enforced. You will see it on almost every 
railroad ticket, the statement that the railroad will be responsible for only a cer- 
tain amount of baggage. That wouldn’t hold in law. There is frequently on 
tickets issued by some companies a caution in big letters warning the passenger 
that anyone who attempts to use that ticket other than the original purchaser 
is liable to prosecution for forgery. There is nothing in that; it is simply a 
falsehood. 

Q. Do you know whether there has ever been a test in law of a case wliere a 
person has been prosecuted for signing the name of another on a ticket?— A. I 
have referred to one case; I have not the records of it, but I remember of this 
California case, where the Southern Pacific attempted to prosecute a man for such 
an act. But this is certain, that if the signing of another person’s name on a 
ticket could subject the person so doing to successful prosecution for forgery, it 
would have been done hundreds of times in the past few years, while certain 
railroads, or certain combinations of railroads, have been trying to destroy the 
broker. There is this about it: I do not suppose there is a broker here to-day— I 
do not know that there is a broker now in the American Ticket Brokers’ Associa- 
tion— that was ever arrested and charged with fraud. I never was. I never had 
the least intimation made that I had handled anything improper. I do not know 
of any present member of the association ever being charged with fraud, let alone 
being convicted. I know of cases where we have expelled members because we 
became satisfied they had been doing an illegitimate business. 
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Of course a railroad is a common carrier, and they have on the face or back 
of their tickets certain conditions that you say are illegal. There is a condition 
on all common carriers, is there not, under the common law, that they shall 
carry safely to their destination the parties who have purchased tickets?--A. I 
think it would be more correct to say the “ parties holding ” than the party pur- 
chasi^. 

Q. The railroad sells a ticket to a man. The contract is with him. He does 
not use it, but sells it to another man, who uses it. Now, would the railroad be 
responsible to the latter for an injury to limb or life, if it were known that he had 
not bought the ticket from the railroad in the first instance? I want to know 
what your exjierience and the experience of your friends has been when the law 
was brought up.— A. I never have known where a passenger that rode upon one 
of those tickets was injured and that question was brought up. My opinion is that 
the railroad company is responsible for an injury to a person even if he carries a 
complimentary pass upon which there is an agreement that a railroad would not 
be responsible and the party has signed it. 

Q. If the ticket says on its face that it is not transferable, do you think that the 
second party that holds it and uses it can sue the railroad for damages?— A. I 
believe so, under all rules of right and reason. I do not know what the techni- 
calities of the law might say in regard to it. I believe when a railroad company 
sells a ticket, accepts the price from anyone who will buy, that then its business 
is to transport a passenger on that ticket to his final destination, and not to 
question wnat particular person holds that ticket. Tickets are sold to anybody, 
without regard to weight, complexion, or nationality. 

Q. So that you do not know that the question has ever been brought up in law 
on the nontransferability of a ticket?— A. I remember I was interested in reading 
something in the printed proceedings of this commision. Some railroad president 
was asked that same question, and he was much better qualified to answer than I. 
He seemed to be a little hazy on that proposition. 

Q. You mentioned incidentally in your testimony the licensing by national or 
State governments of ticket brokers. Do you know of any case where private 
business is licensed by nation or State?— A. I see Mr. Lansing nods his head. 
Perhaps he can answer that for me. 

Mr.L ANSINO. Yes; express companies are licensed in Savannah, Cth., and in 
Augusta, Ga. In fact, all lines of business are licensed. 

Q. (By Mr. Kennedy.) I have a few questions that have been handed me to ask 
Mr. Lindenberger. Are there any restrictions in the sale of immigrant tickets— 
that is the cheapest class of tickets— with regard to time and accommodation?— 
A. I do not know as to that. It has not come in my experience. I know this, 
now that you are speaking of immigrant tickets, that a European immigi*ant gets 
a cheaper rate in the United States than ah American citizen; that the rates will 
be from $2 to $5, perhaps, from New York or the landing point in America, to his 
destination, less than American citizens can get. 

Q. Those tickets are sold in Europe?— A. They may be prepaid in America. 
But the ticket which an ordinary American citizen and a voter can get for, say, 
|18 can be had by the foreign immigrant for $16. 

Q. That is universal? 


Ml*. Lansing. The business in Atlantic ports is so controlled by a pool that no 
person other than one who has arrived from some foreign port can buy an immi- 
grant ticket. If he has been here over 2 weeks, then he is debarred from pur- 
chasing an immigrant ticket. And his name must appear on the manifest of some 
steamship company. But the immigrant fares have been raised within the last 2 
years about 20 per cent. Within the last 8 years there has been no discovery of 
any transaction in which ticket brokers have oeen engaged in handling immigrant 
tickets. That has been confined to a different kind or people— men who make a 
specialty of selling land and looking after the interests of foreigners. 

Q. (By Mr. Litchman.) Touch a little on the difference in accommodations, 
llr. Lansing. Yes; the accommodation of the immigrant passengers has some- 
what changed within the last few years. They do not run as many immigrant 
trains as tney did heretofore; they hitch them onto some freight train, which 
reduces the cost of transportation considerably. But in many instances the immi- 
grant who pays $2 or $3 or even in some cases as much as $5 less rides side by side 
with an American citizen who has paid a higher amount, simply because the rail- 
ways control in a pool organization all the immigrant business of this country. 
Mr. A. L. Harris. You accept this now as your testimony? 

The W ITNE8S. I do. I want to say in connection with that statement that immi- 
grants ride in the same car, or perhaps in the same seat, with American citizens 
pay a higher rate of fare; tnat in a great many cases in this country to-day, 
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where second-class rates have not been abolished, roads have stopped using socond- 
rlass cfirs or making any distinction in class, and that two passengers will ride 
side by side, one paying the first-class rate and one the second-class rat e~a differ- 
ence, perhaps, of $3— and have exactly the same accommodations. 

Q. (By Mr. Farquhar.) Do not some of the roads that carry the imrai^ants 
on through rates let them ride in the smoker?— A. The smoker is not second class; 
a railroad company can not force a second-class passenger to ride m a smoker; in 
fact, they can Keep him from doing so. As a general thing, to-day the first-class 
man that smokes nas a right to the smoker and he is not compelled to go into a 
second-class car to smoke. I know of roads running reclining-chair cars; they 
are first class; the holders of second-class tickets have the same rights as the 
holders of first-class tickets right from the railroad companies. The person who 
knows hi.s business buys a second-class tick(‘t and saves the difference. There is 
only this difference, that a 8econd-cla.ss ticket will not be accepted for a sleeping 
car; if he w'ants to ride at night he will have to have a first-class ticket and pay 
the sleeping-car fare difference. 

Speaking of sleeping cars reminds me of the (ixi^erienco of one of the brokers 
present coming from Chicago to Washington. The usual rate for a sleejier is $5. 
He bought his to Pittsburg for $3.50; then from Pittsburg to Washington for $3. 
By buying two tickets he got here for $4.50; if he had bought a through ticket he 
would have had to pay $5. Those conditions obtain in many cases in ticket as 
well as in sleeper rates, and where brokers know of it they advise their customers 
and make a saving to them. 

Q. (By Mr. Farquhar.) Do you think that the Wabash, which you know well, 
does not run second-class passengers in the smokers?— A. I never knew of a pas- 
senger on the Wabash being obliged togo into the smoker. I think the gentlemen 
present will bear me out that a second-class jiassenger can not be compelled to go 
into the smoker; that a smoker is not second class. It is a common thing, when 
our customers come in, for us to say, “Are you going to take a sleeper? ” “ No.” 
“ Buy second-class; get the same accommodation and it is a saving of $3.” 

Q. (By Mr. Con(}ER.) You buy a second-class ticket and sell it to them as first- 
class fare?— A. Oh, no. [Laughter.] We sell a great many tickets at tariff. 
We brokers all have a large business. The railroad companies may be in an agree- 
ment not to cut rates. They say. We are perfectly willing to pay you a commis- 
sion, but the rate is not to be cut. We work for them and get business. Our 
passengers, a great many of them, are our friends that we have known for years. 
They say, We would rather buy of you than the other fellow if you can make the 
same rate. There is a great deal of trade of that kind. If there should be a regu- 
lation that all tickets must be sold at tariff rates, it would not destroy the brokers’ 
otfices. The passenger associations now say how many outside offices a railroad 
may have. They say to the general passenger agent, You must take your office 
out of that place or out of this hotel. If an antiscalping law were passed, and 
a man could not sell tickets without a certificate, the passenger associations 
would control the business entirely. 'But without the certificate they can not 
control us. We can sell tickets against anybody, even if it is necessary to sell at 
tariff rates. But if a law is passed making it criminal for any man to sell them 
without a railroad certificate, they would restrain that man from selling a ticket 
and close his office. 

Q. (By Mr. Kennedy.) What percentage of the members of your organization 
have been in the brokeiage business 10 years or more? 

Mr. Carter. Between 65 and 70 per cent. 

The W ITNESS. Mr. Carter says between 65 and 70 per cent. 

Q. And you say none of these gentlemen have ever been charged with or ever 
been convicted of fraud?— A. I tmnk our secretary, Mr. Carter, will know, and I 
will let him answer for me. He will know whether any person whom we have 
permitted to remain in our association was ever charged with or convicted of 
fraud. 

Mr. Carter. No, not one. 

Q. What position have ticket brokers occupied politically and socially, so far 
as you know?— A. A few of us have been sentenced to State legislatures or some- 
thing of that kind, but ticket brokers as a general thing are business men and 
not office seekers. 

Q. Were you ever a member of a legislature?— A. I have been a member of the 
California legislature. We are business men and pay very little attention to 
local politics, and I should think it would be a rare thing to find any of us engaged 
in ward politics in the cities in which we live. 

It is true that ticket brokers have served as councilinen and aldermen of cities 
and were honored members of those bodies, but as an association we are not a 
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political body. But ticket brokers are wide-awake citizens; they take a lively 
interest in all public matters, but I mean they are not politicians to the extent of 
seekii^ iwlitical preferment and politic-al positions. 

Q. Can you toll us something about the classes of people who effect a saving by 
patronizing ticket brokers, other than the traveling men you spoke of? Are they 
more generally laboring people or middle-class people, or is it true of all classes 
of people?— A. I shoula say they were from all classes. I think in my own city 
there is hardly any class of people, excepting those who can go to a railroad and 
get a pass, but what deal with the ticket brokers. We have sold to United States 
Senators, Congressmen, governors, judges, ministers of the gospel, officers of the 
jj^rmy , doctors, merchants, and business men, as well as to the great masses of the 
people in more humble walks of life; even railroad employees are among our cus- 
tomers. Of late years the roads have been drawing the lines and making it diffi- 
cult for men in the lower positions of railroad employment to get free transporta- 
tion or even special rates. A great many of them have come to us. Men employed 
on the passenger trains, knowing of the honorable character of ticket brokers, fre- 
quently recommended their friends to come to us because they knew that whatever 
we sell would be all right. 

Mr. Lansing. It is not an infreauent occurrence for poor people in Eastern 
cities, particularly New York, to deposit week by week or month by month a 
small sum to buy tickets West, or buy tickets for some one in the West to come 
East, or from the South to come North, and the saving through the ticket broker 
often means a day's wages or 10 or 13 hours’ work to a workingman. And again, 
in the cities where merchants and small tradesmen from the West and South 
come on to buy goods the wholesale houses, knowing that these men do not 
buy very extensively jiud do not ship V(‘ry largely, and so are unable to get 
any consideration in the shape of passes or half-rate transportation from the 
railway companies, seek out the ticket broker and get the small tradesmen, 
the buyer, the crossroads grocer, and similar people something cheap from the 
ticket broker. It saves them a dollar or two. In the (country, down in Kentucky 
and Tennessee and Missouri, a dollar is bigger than it is in New York and the big 
cities. Those men will walk five or six blocks and wait over a day or two to save 
a dollar on a ticket. Those are only the wage-earners and frugal people, I have 
talked with our Eastern people, and a great many find that men who are well 
to do and who are frugal save money by patronizing brokers. They do not 
always expect to save money simply on a ticket, but they hope to save it by get- 
ting some information about some route that a railway company does not inform 
them about. Eacli railway office only inform.s the passenger about its own par- 
ticular lino, whereas in a ticket broker’s office the passenger is informed about 
the various lines— eight or nine of them in some instances— to a given place; and 
by that means the passenger is saved a great deal of tramping over the city, a 
great deal of time, and he knows that the information is correct, and he selects 
his route and makes a saving in money without any sacrifice of comfort. 

Q. (By Mr. Kennedy.) Mr. Lindenberger, you said something about selling 
railroad passes. If a man should come into your office in Detroit and offer to sell 
a railroad pass, would you take forcible possession of that pass and send it to the 
railroad or would you infonn the railroad that such a pass had been offered for 
sale?— A. I have frequently done so, but of late years I prefer not to see the pass. 
If a man should offer to sell me a jia^s, I would say: “We do not handle them; 
I do not want to see it.” Sometimes some very painful results grow out of 
reporting passes. I remember hearing one of my friends tell of the custom 
that he had, in common with other brokers, of reporting passes. He reported 
a pass that was offered for sale. It proved to have been given by a general 
passenger agent to a young man who was a friend of his family and whom he 
was trying to assist in getting something to do^ And the fact that that young 
man had offered the pass for sale— had violated his confidence— hurt him so 
badly that he said; “lam very much obliged to you all right enough, but I am 
very sdrry to know this thing. I would very gladly have known nothing about 
it.” And it affected the broker so much that he said: “Hereafter I will just 
let those things go.” And I have had something of the same experience. Most 
of the passenger agents simply ignore our advice, and say: “Oh, well, that scalper 
is trying to curry favor with the road and is trying to make something out of 
it.” But I never biy^ a pass, and I never have sold one nor permitted one to be 
sold in my office. It is disreputable and dishonorable. While railroad com- 
panies may issue passes improperly, for political purposes or otherwise, it does 
not justify brokers in handling them. We confine our operations to tickets that 
the railroad company receives its price for. Such tickets I believe to be proper 
articles for sale, notwithstanding the fact that John Jones or Tom Smith may 
have been compelled to sign them. 
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Here a point that might be of interest. The total amount of passenger 
revenue during the past five years amounted to $1,250,000,000. The amount of 
fraudulent tickets during that period could not possibly exceed $10,000. Of 
course I am not in the fraudulent-ticket business, and I do not know wliat it 
could amount to; but I know this: That with the system of espionage that is exer- 
cised by the traffic associations and railways by the spotters who are paid to get 
information— and I think are sometimes inclined to manufacture it— certainly 
our enemies, if they had information of that kind, would present it; and from 
that I judge that the loss to railroads in fraudulent tickets must bean exceedingly 
small fraction of the whole amount of business done. Take these limited tickets. 
While the railroad companies have been jiaid for them, it is of course a fraud 
upon the road and a dishonest act to extend the limits upon them. And yet most 
of the fraudulent tickets are extensions of the limit, or the using of these tickets 
outside of the proper agreement; so that as a matter of tact the railroads have 
actually been paid for carrying the passenger. Of course that is no excuse for 
the ticket being used. But I think that we can safely say that the value of 
fraudulent tickets that the railroads carry passengers upon, for which they receive 
no compensation, is very smallindeed. Ticket frauds have been usually discovered 
through brokers. Recently a forged ticket was discovered, reading from Eastern 
cities to Colorado. It was an actual forgery, discovered by a broker. The broker 
IS present. He notified the railroads, and the rascals were caught. The brokers 
gave every information possible, and the forgers are serving, and very properly 
serving, a term in the penitentiary. 

I have something here that might interest the commission. I spoke in my tes- 
timony of our correction sheet that is issued twice a month from the secretary’s 
office in Louisville, Ky. Among the standing instructions on that sheet is the 
following [reading] : 

“ Lost, stolen, and fraudulent tickets. Members will report to the general office 
all lost, fraudulent, and stolen tickets, in confonuity with article 15. This rule is 
mandatory, and failure to comply is punishable by fine.’’ 

(The witness them ead the remainder of the article, instructing brokers how 
to proceefl upon the pr<\sentation at their counters of fraudulent tickets.) 

Q. (By Mr, Litciiman.) And then follows a list for that particular month?— 
A. Yes. Now, it has been the custom with railroad companies, and is really 
the most effectual way of detecting frauds, burglaries, etc., as soon as they learn 
of a fraudulent issue of tickets or of tickets being stolen, to notify a broker, who 
in turn notifies our secretary. Tliat information is wired all over the country or 
goes by the first mail, so that every ticket broker in the United States is on the 
lookout for those tickets; and no fraud can Jong continue, because the party will 
be caught. 

Mr. FiiANK. With your permission, I should lik(^ to say a few words. 

Mr. A. L. Hauris, All testimony will have to be sworn to, and if you appear 
as a witness you will have to take the oath. If Mr. Lindenbergcr, however, will 
accept your testimony as his, it will be all right. 

The Witness. If I object to it, I will say so and have it straightened out. 

Mr. Frank. To show how impossible it is for fraudulent tickets to be accepted 
on a road for any length of time without the c<msent of the auditing department, 
a ticket presented on a train to-day is turned in by the conductor to the auditing 
departmtnit, say, to-morrow or next day— to-morrow, as a rule— the moment he 
finishes his trip; and by the next day it is checked up. so that it would be only a 
matter of one or two days that a fraud could continue without being discovered. 
All the brokers in this room have averaged in the business over 15 years. There is 
not one of us that has ever been arrested, or ever sus])ec ted, even, of selling a 
ticket that was connected with fraud. There is less chance of fraudulent tickets 
being accepted by a railroad than of almost any other kind of fraud being perpe- 
trated on a railroad or bank or any other institution. 

The Witness. Here is a clipping from the Dallas Herald, which was copied 
from the Chicago papers and published for an object all over the country, that I 
want to lay before the commission. [Reading:] 


RAILROADS DlSTRIBl’TING INKORMATION ON TICKET SCALPINO. 


. Under the heading of " Warning to the nublio," the railroads are sending out eonies of the follow- 
*^'8 ftmcle, which recently appeared in the Rochester Herald: 

‘ The railroads arc thoroughly in eame.st fn their purpose to put an end to the ticket-scalping busi- 
ness, and a few incidents such as took place in Chicago the other day will be sufficient warning to 
me traveling public that it can not hope to sneceasuilly defy the contract under which it secures 
reau(!ed rates of transportation. The story as we have it from a Chicago newspaper Is an interest- 


'"^hose home appeared to have l)een in the Windy Citv, bought for 816 two 
ucKets, valued in the regular way at twice that sum, and returned home with the crowds which 
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were flocking in to attend the corner-etone laying. The contract required the deposit of the tickets 
at the arrival station, and they did tliis, but returneti the next dav U> Inquire when they could secure 
posseaalon of them again, but were told that they would be ready for them in ample time to catch 
their train lor home. 

“Saturday the man and wife called for their tickets and were told that they could secure them at 
the train. They said they wished to take them Saturday evening. The man made quite a disturb* 
ance, but the clerk was firm, and so the couple left and returnea with an officer and warrant from 
Justice Martin’s court and arrested the clerk. Commissioner Donald, of the association, went to 
Justice Murtin’s court, and the case was immediately called and dismissed, as the judge said ho 
thought the offer of the agency was fair in any event, as the couple said they wished to go by the 
evening train and were promised their tickets In ample time, 

“ Throe asMx iation men went to the train and found the couple waiting. One man remained near 
by, while the other two handed the tickets over and left. Immediately after the two men left the 
couple were joined by a man and woman, to whom the tickets were turned over and their baggage 
checked to Cincinnati. The conductor was notified, and the tickets were taken up before the train 
reached Forty-seventh street, where the purchasers preferred leaving the train to paying their fare 
down to Ohio. 

“ This is the first instance of the kind that has come to public notice, and it would seem that the 
railroad company acted within its moral and legal rights. The selling of a ticket at a largely 
reduced rate is a favor to the traveling public, which the carrier has a right to keep from being 
abused. If it lacks this power, its only recourse is to withdraw such tickets from sale, which would 
bo a hardsliip to that claas of Demons who can take these pleasure jaunts only by the favors which 
they receive from the railroan.s in the matter of reduced rates. It was no hard-ship to the original 
purcha.ser in this par lioular instance, as he went Into the speculation with his eyes fully open to the 
consequences of failure, but it was a immllmtiou and annoyance to the scalper’s customer, which 
might have been avoided by a little closer observation of the code of honor on both sides.” 

In this article I do not see where they can connect the ticket broker with the 
transaction. It appears that the couple bought round-trip tickets from where 
they started to Chicago and return, found another couple who were going back 
to this place, and desired to turn these tickets over to them. The railroad put 
their spotters on them. They go and sign these tickets, and the tickets are taken 
np and the people ejected from the train. Now, I believe that that sort of propo- 
sition is wrong. It may be contended that when these parties bought these tickets 
to Chicago and return they became parties to a contract and should comply with 
all the requirements of the contract, but I believe that when a railroad company 
sells a ticket it is good to carry a passenger, and as they sell that ticket to anyone 
that will buy it, it was a perfectly proper transaction for this couple to turn tlieir 
tickets over to any other couple who would return on the journey. There is 
nothing of this kind that happens in the United States where a ticket is refused 
but the “ scalper ” is blamed for it, and this, of course, is a specimen. I believe 
it is wrong. 

I remember a case, too, where a great deal was said in the newspapers about 
what they were pleased to term a rascally trick by a scalper to beat the railroad 
company. From some place out ofrt^hicago, perhaps a hundred miles, there was 
an excursion rate adveitised of a round trip. A Chicago broker organized a com- 
pany of people, paid the local fare for his party on the train to this point, and got 
off the train to buy the round-trip tickets. The passenger agent of the road had 
learned of it, wired to the conductor to shorten the time at this station, who 
whipped away before the broker had time to buy his tickets. The broker was 
compelled on the train to pay the local fare for his entire party. This transaction 
was uulletinod in the papers as a proper way for the railroad company to beat the 
broker and punish him for the very improper act of selling to his party at the full 
excursion rate that the railroad company had advertised in this place, some little 
distance from Chicago. 

(Testimony closed.) 


Washington, D. C., January 19, 1991. 

TESTIMONT OE MR. A. K. TEISBEBG, 

Secretary of the State Eailroad and Warehouse Cmnmis»ion of Minnesota, 

The commission met at 10.10 a, m., Vice-Chairman Phillips presiding. Mr. A. 
K. Teisberg, of St. Paul, Minn., secretary of the railroad and warehouse com- 
mission of the State of Minnesota, was introduced as a witness and, being duly 
sworn, testified as follows: 

Q. (By Mr. Phillips.) Mr. Teisberg, will you please give us your residence?— 
A. Since I became connected with the State railroad commission of Minnesota I 
have resided in St. Paul. I have been connected with that commission since its 
creation in 1885, and since 1800 I have been its secretary. 
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Q. What was your occupation?— A. Formerly I was sissistant hccretary of th<3 
commission. 

Q. What was your occupation prior to that?— A. A little prior to that 1 was a 
newspaper editor and publisher. Prior to that I was engaged in teaching at col- 
lege, particularly languages. 

Q. Will you please state the duties and powers of your commission?— A. The 
law adopted by the legislature in 1885 creating the railroad and warehouse com- 
mission did not give the commission power directly to fix rates, but the commission 
was rather what is called an advisory commission. They could recommend to the 
railways any changes that they thought proper. That law, however, was super- 
seded in 1887 by an act, chapter 10, general laws of the State of Minnesota, which 
was based upon the act proposed to regulate interstate commerce . My recollection 
is that such an act was drafted some time in the latter part of 1880 and sent 
around to the various State commissions, and our commission took the matter up 
and recommended to the legislature a change of the law in accordance with that 
act. The greater portion of it is exactly in the same words as the interstate com- 
merce act, as adopted in 1887. There are some exceptions, one of which is that 
the State act permits the railroad to issue free pas.ses to whomsoever it pleases 
within the State, good within the State, while, on the other hand, the original 
act prohibited the railroads from granting clergymens half-fare permits. That, 
however, was changed at the following session, so that now any railroad in our 
State can grant half-fare permits the same as they do in a great many of the 
other States.^ 

The commission, by this act of 1887, was also empowered to fix or to change 
rates made by the railroads, and they proceeded to do so with reference to the 
switching rates at Minneapolis and witu reference to rates for the transportation 
of milk from certain points on the Chicago, Milwaukee and St. Paul Railway. 
Th('y reduced the switching rate from $1.50 to per car to $1 per car. They 
reduced the rate on milk from 3 cents per 10 gallons to 2 A cents per 10 gallons for 
distances up to 75 miles. 

Q. (By Mr. Farquhak.) These arrangements were within the State of Minne- 
sota?— A. Entirely so. 

Q. So that there was no interference with the interstate-commerce act?— A. No. 
Now, the railways did not obey the order of the commission in these two cases, so 
mandamus proceedings were instituted. The State court sustained the commis- 
sion and asserted that the commission had full power to fix those rates. The 
companies appealed to the United States Supreme Court, where the decision of 
the State court was overruled and the law as defined by the State court was 
declared unconstitutional in the case of the Chicago, Milwaukee and St. Paul 
Railway Company, plaintiff in error, v. the State of Minnesota ex rel. the Rail- 
road and Warehouse Comniis.sion of the State of Minnesota, familiarly known as 
the milk-rate case. 

Q. (By Mr. Litchman.) Can you briefly give the grounds of that decision?— 
A. I think I shall do tnat in the language of the court. The United States 
Supreme Court says: 

[Reading:] “ The constniction put upon the statute by the supreme court of 
Minnesota niusl be accepted by this court, for the purposes of the present case, 
as conclusive and not to be reexamined here as to its propriety or accuracy. The 
supreme court authoritatively declares that it is the expressed intention of the 
legislature of Minnesota, by the statute, that the rates recommended and pub- 
lished by the commission, if it proceeds in the manner pointed out by the act, are 
not simply advisory, nor merely prima facie equal and reasonable, out final and 
conclusive as to what are equal and reasonable charges; that the law ncjither con- 
templates nor allows any issue to be made or inquiry to be had as to their equality 
or reasonableness in fact; that under tlie statute the rates published by the com- 
mission are the only ones that are lawful, and, therefore, in contemplation of law 
the only ones that are equal and reasonable; and that in a proceeding for a man- 
damus under the statute, there is no fact to traverse except the violation of law, 
in not complying with the recommendations of the commission. In other words, 
although the railroad company is forbidden to establish rates that are not equal 
and reasonable, there is no power in the courts to stay the hands of the commis- 
sion if it chooses to establish rates that are unequal and unreasonable. 

“ This being the construction of the statute by which we are bound in consider- 
ing the present case, we are of the opinion that, so construed, it conflicts with the 
Constitution of the United States in the particulars complained of by the railroad 
company. It deprives the company of its right to a judicial investigation, by due 
process of law, under the forms and with the machinery provided by the wisdom 
of the successive ages for the investigation judicially of the truth of a matter in 
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controversy, and substitutes therefor, as an absolute finality, the action of a 
railroad commissi(|j which, in view of the powers conceded to it by the State 
court, can not be regarded as clothed with judicial functions or possessing the 
machinery of a court of justice.” 

Briefiy stated, the law was set aside for the reason that it did not provide for a 
judicial review of the acts of the commission. 

Q. (By Mr. Farquhar.) In other words, that it was arbitrary in rates and in 
mrisdiction?— A. Yes; I may state, however, that there were three justices of the 
Supreme Court that dissented from the majority opinion in this case. 

This decision was rendered in 1889 or 1890 and the following session the legis- 
lature, which met in 1891, proceeded immediately to amend the law upon the lines 
laid down by this decision so as to meet the objections, and under that law, as 
amended, which provided for complaints being made, duly verified, by any jier- 
8011 or corporation or municipality in regard to rates, the commission should 
proceed to investigate and give the companies due notice and proceed, as near as 
may be, in the maimer pursued in such cases in a court— take testimony, consider 
all the facts submitted to it, and then render its decisions. 

The first and perhaps the most important case that came before the commission 
under that amended law was the question of grain rates from points in the Red 
River Valley, the northwestern part of Minnesota, to Minneapolis and Duluth, 
our chief grain markets. 

The complaint in that case was filed in the latter part of 1898. In 1894 the com- 
mission made its order reducing the rate about 13i per cent. The complaint 
demanded a reduction of per cent. The complaint covered only three stations, 
but in making the order the commission felt that if it should simply make an order 
with reference to three stations it would make a tariff which would be discrim- 
inating as to a great many and perhaps all other points on the road, so the com- 
mission made a rate covering the whole road. The railway company appealed to 
the distnet court where the case under our law was tried de novo. The same 
testimony was introduced before the court as before the commission, and some 
new and more complete testimony was introduced. Tlie line upon which this case 
was tried, on the part of the State, was to show the (sost of reproducing the rail- 
road, and, taking the earnings of the road for a series of the past four or five years— 
its earnings upon the grain traffic, which was the only traffic involved in the con- 
troversy— by these means to arrive at a fair income for the railroad within tliat 
State upon the cash basis of the cost of reproducing that road at that time. The 
decision of the district court was adverse to the commission. The case was 
appealed to the State supreme court and was decided by that court in October, 
1890. The title of the case is In re appeal of the Great Northern Railway Com- 

K , Elias Steenerson. State of Minnesota et al, appellants, v. Great Northern 
vay Company, respondent. The supreme court of the State reversed the dis- 
trict court, and I can probably best express the point decided by (luoting a part 
of the syllabus of the case: 

[Reading:] “3. The question whether the rates for transportation fixed by the 
State railroad and warehouse commission are unreasonable and confiscatory is 
not determined by the fact that the income under the rates as so fixed will not 
pay the amount of the fixed charges of the railroad; neither can the amount at 
which the railroad sold years ago on mortgage foreclosure sale be taken as the 
basis on which to determine what are reasonable rates, but that question is deter- 
mined by ascertaining what, under all the circumstances, is a reasonable income 
on the cost of reproducing the road at the present time. 

“ 8. Under chaipter 10, General Laws, 1887, as amended by chapter 106, Laws of 
1891, the burden is on the railroad company to show that the rates fixed by the 
commission are unreasonable. 

“ 4. Held, the fixing of rates is a legislative or administrative act, not a judicial 
one. Under the constitution the court can not place itself in the shoes of the com- 
mission and try de novo the question what are reasonable rates ; and on appeal under 
said statutes the court can review the acts of tlie commission only so far as to 
determine whether the rates fixed by it are unreasonable and confiscatory, and to 
what extent, in much the same manner as an appellate court determine whether 
or not the verdict of a jury i.s excessive and to wnat extent. 

“5. On appeal from the commission the court should take judicial notice of all 
those generm matters of which the commission should have knowledge and on 
which it would act without proof thereof made on fonnal hearing.” 

The case never was heard again in the district court. 

Q. (By Mr. Farquhar.) It was sent back to the district court by the supreme 
court of the State?— A. Yes; it was sent back to the district court for a retrial, 
but never came up again, for the reason, perhaps, that the Great Northern Bail- 
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way Company had completed a short line from the Red River Valley and from 
the wheat country to Duluth, which decreased the distance; and thereupon that 
cM)mpany established rates which in some instances, for the longer distances, 
were lower than the rates that had been ordered by the commission. While the 
commission, for instance, from Crookston, a distance of 300 miles from Minne- 
apolis, had ordered a rate of 14^ cents, the company put in a rate of 14 cents. 
Another thing the railway company did in this matter which the commission per- 
haps could not have ordered was to make the same rates for a stretch of 100 miles 
from each station; and furthermore it made the same rate to Minneapolis as to 
Duluth, giving the farmers and producers the advantage of those competing 
markets at the same freight rate and also doing away with the little rivalry that 
always exists between adjacent stations for tlie produce of the farmer where the 
rate is different. The adoption of this rate by the Great Northern of course com- 
pelled the Northern Pacific, which operates in tlie same territory, to adopt the 
same rates; and right across the Red River is North Dakota, also a wheat State, 
and of course they had a corresponding benefit from the reduction. The rail- 
roads could not very well give Minnesota a much lower rate for about the same 
distance than they gave to Dakota. In 1897 the law was again amended so as to 
permit the railroad commission to proceed to the investigation of rates upon its 
own motion . Up to that time the law re(}uired that a complaint must be made by 
some one. Under that law the commission in 1898 proceeded to investigate the 
reasonableness of the rate on hard coal from Duluth to New Ulm over two lines 
of railway, the St. Paul and Duluth and the Minneapolis and St. Louis. I should 
say here that our law provides for the fixing of joint rates by the commission, but 
that feature of the law had never been decided until this case came up. The 
commission fixed the rate for the two road.s, and thereupon also divided that rate 
as between the two roads. The roads refused to divide the rate themselves, and 
under the law the commission made the division of the rate as well as the through 
rate. One of the railway companies, the Minneapolis and St. Louis, appealed to 
the district court. This case was not tried, however, upon the same lines as the 
Steenerson rate case. The question of the cost of reproduction did not enter into 
it. It was tried more on the technical iioints of law as to the power of the com- 
mission to make joint rates. Both the district court and the State supreme court 
sustained the order of the commission. The case is now pending before the 
United States Supremo Court.. It is a case of very CT(u\t importance on the ques- 
tion of State regulation, involving as it does the riglit of the commission to make 
joint rates: and it becomes so much more important in view of the fact that wo 
have another provision of the law which authorizes the commission to compel 
two roads crossing each other at grade to put in a Y connection between the two 
roads for the transfer of traffic from one road to another. This case has gone 
through all the stages of the courts, and it was decided in the United States 
Supreme Court, in tlie case of Jacob F. Jacobson v. The Minneapolis and St. Louis 
Railroad Company, sustaining the law— sustaining the order of the commission. 
So that if we get a decision sustaining the right of the commission to make 
reasonable joint rates for two or more companies as well, the two in connection 
will be very important factors in the regulation of railroads by States. 

Q. (By Mr. Litchman.) Will you briefly state the object of this Y— so the traf- 
fic can be transfen-ed from one road to the other?— A. Yes. The commission can 
not order these Y connections in unless it is shown that a commercial necessity 
exists in the particular case. The necessity was shown in this case. One of the 
roads, the Great Northern, passes through a heavy timber belt where the cutting 
of fuel, wood, posts, etc., is quite an industry. The point of connection was out 
on the prairie, probably a hundred miles from the woods, and crossing a road 
that was a prairie road practically leading out to South Dakota, and it was for 
the benefit of the wood choppers and shippers, as well as the wood consumers, 
that the commission was justified in making the order. The commission can 
not make an order just because the roads cross each other. If there is no com- 
mercial necessity, the courts would not sustain it, even if there should be such an 
order. 

Q. That applies only where the roads cross at grade?— A. Yes: they must cross 
at grade. 

Q. If it was an overhead crossing, it would not apply?— A. Oh, no. 

Q. (By Mr. Phillips. ) Have you any other laws in regard to pade crossings?— 
A. No; we have not paid much attention to the protection of nfe and limb with 
reference to railroad crossings. We have, of course, a law or rule that where two 
railroads cross each other at grade they must come to a full stop, unless inter- 
locking signals are provided and approved by the railroad commission. They are 
getting to be very numerous in our State now. 
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Q. (By Mr. Litchman.) A road could evade that order of the commission by 
elevating the tracks tttid going over?— A. Yes; they could do that. 1 do not know 
whether you desire a few statistics with reference to rate reductions that have 
taken place in our State. 

Q. (By Mr. Phillips.) Certainly; it is very important.— A. I have a few here 
relating only to CTain. 

Q. We would be glad to have them.— A. I can take only four points. From 
Alexandria to Minneapolis, distance 133 miles, the rate on grain m 1880 was 21 
cents per 100 pounds; in 1885 it was 19 cents; in 1887, 12 cents, and it remains at 
that rate now. From Fergus Falls it is 178 miles; in 1880 the rate was 23 cents; 
it is now 13 cents. From Crookston, 800 miles, the rate in 1880 was 27 cents; in 
1887 it was 19 cents, and it is now 14 cents. From St. Vincent, distance 380 miles, 
the rate in 1880 was 35 cents per 100; in 1887, 21 cents, and now it is 16 cents. 

These reductions, according to my best information and belief, have been 
brought about partly by virtue of the operation of the railroad law, but chiefly 
by increase in the volume of business of the roads, and the improvements and 
economies that have been introduced of late years in railroad transportation, 
increasing the size of cars from 400 bushels capacity to 1,000 bushels capacity, and 
in the increased weight of the engines. Tne Great Northern Railway. I am 
informed, can haul about 80 loaded cars in a train— 80,000 bushels. This is all 
I have to say, that I can recall now, with reference to the railroad part of our 
duties. 

Q. (By Mr. Litchman.) This reduction of rates has been the natural reduction 
from competition, or has it been brought about through the rulings of your com- 
mission?— A. I think that the rulings of the commission and the moral effect of 
those rulings have had a good deal to do with it, but I think it is the introduction 
of economical methods in operation that has had more to do with it. I do not 
believe that competition has had 

Q. (Interrupting.) Anything at all?— A. Very little— very little to do with it. 

Q. It is largely due to improved methods of transportation?— A. Yes; and, of 
course, in connection with the very important factor of increase in the volume of 
business which makes it possible. 

Q. (By Mr. Phillips.) Was there not an attempt made several years ago to 
consolidate the Great Northern and the Northern Pacific?— A. Yes. 

Q. What have you to say in regard to it?— A. Our State has had a law upon its 
statute books since 1871 prohibiting the consolidation of parallel or competing 
railroads. It is not a law that is particularly within the power of the commission 
to enforce, but rather within that of the governor or of the attorney-general to 
enforce. Now, at the time of the reorganization of the Northern Pacific Railway, 
in 1896, 1 think, there was a scheme on foot by the Great Northern road to obtain 
control of it— not by personal ownership or community of interest, but the Great 
Northern Railway Company was to underwiite the securities of the Northern 
Pacific Railway Company and receive in consideration therefor a majority of the 
stock, and thus control it and practically consolidate it. Of course the existence 
of this law was known to the Great Northern Company, and in order to get a 
ruling upon it a suit was instituted in the Federal court before Judge Sanboni 
by one of the stockholders of the Great Northern whose name, I believe, was 
Pearsall, and the case is entitled Pearsall v. The Great Northern Railway Com- 

a , The judgment of Judge Sanborn was that the Great Northern Company 
t underwrite those secunties. The case was appealed to the United States 
Supreme Court. In the meantime the attorney-general of the State of Minnesota 
insiiituted proceedings in the district court to test this law, and the district court 
snsteined the position of the attorney-general; the State supreme court likewise 
sustained his position, and while the Pearsall case was pending before the United 
States Supreme Court the attorney-general filed a brief in that case as an inter- 
vener, ana the United States Supreme Court sustained the law, so that consolida- 
tion did not take place, and competing roads in our State can not be consolidated. 

Only last summer the Northern Pacific Railroad Company absorbed or consoli- 
dated with the St. Paul and Duluth Railroad Company. The St. Paul and Duluth 
is a short line between the twin cities, St. Paul and Minneapolis, and Duluth: it is 
about 150 miles. The Northern Pacific also has a line connecting the two cities, 
but by a roundabout way. The distance on the Northern Pacific proper, between 
St. Paul and Duluth , is about 250 miles, or 100 miles longer than the other line. In 
the meantime the Northern Pacific bought the St. Paul and Duluth. Our commis- 
sion instituted proceedinjjs to test the law again or to me vent that consolidation ; but 
while the case was penmng in the district court, the Northern Pacific Railroad 
Company, through its president and its general counsel, applied to the commis- 
sion and entered into an agreement whereby they bound themselves for all time 
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to come to have the St. Paul and Duluth part of the road considered as a separate 
entity in any case that might arise between the State and the company. For 
instance, if we should proceed in a rate case against the former St. Paul and 
Duluth road, it would not be necessary to go into the cost of reproducing the 
whole Northern Pacific Railroad in the State of Minnesota, but only that portion 
of it formerly called the St. Paul and Duluth. Of course the case was dismissed 
without prejudice, and may be reo^ned at any time. 

Q. (By Mr. Litchman.) You spoke of reproducing for the sake of asc‘,ertaining 
the cost?— A. Certainly. 

Q. Could you ^ve any estimate of what the cost would be to reproduce that 
road?— A. Our district court found in one case that the cost of reproducing the 
Great Northern road— some 1,385 miles in Minnesota— would be an average of 
$32,000 per mile. Out of this $32,000 per mile, about one-third was the cost of the 
terminals, which the supreme court found to be exorbitant. 

Q. (By Mr. Phillips.) Would this law prevent the consolidation of the North- 
eiTi Pacific and the Great Northern that is rumored to be on hand at the present 
time?— A. Yes, as far as the road in the State is concerned. That is just what the 
Pearsall decision meant. 

Q. (By Mr. Litchman.) Would it prevent the management buying and man- 
aging the interests through the ownership of a majority of the stock by the same 
parties?— A. I think not. 

Q. That is practical consolidation, is it not? — A. I presume to all intents and 
purposes it is. 

Q. (By Mr. Phillips.) If it was joint ownership you could not prevent it?— A. 
I presume we could not prevent any citizen owning stock in competing railroads 
or anything else. 

Q. (Bv Mr. Litchman.) Is that not what is being attempted now?— A. I think 
that is the scheme. 

Q. (By Mr. Phillips.) You think that would effectually defeat the law?— A. 
Not completely so; they would maintain the 2 roads as separate organizations. 
Of course the community of interest in ownership would prevent, in the future, 
rate wars as in the past, and I think that is a good thing. 

Q. (By Mr. Litchman.) Now, elaborate that just a little.— A. About rate wars? 
Ot course our State commission has had very little experience. We have been 
very free from those things as far as the State traffic is concerned, but we have 
noticed it on interstate business. My own observation is that rate wars help only 
those who are large shippers and who do not need the help of the roads in any 
way. Th(' small snipper is generally not prepared and has not m ach to ship at the 
time so as to take advantage of it. 

Q. (By Mr. Phillips.) Has your commission any power to pass on a new issue 
of stock?— A. Yes. In 1887 an act was passed requiring that all stock issued by 
new railroad companies should be fully paid; that no increase of stock should be 
permitted without the consent of the railroad and warehouse commission. Since 
that time we have, as I recall now, passed upon 3 applications for permission to 
increase the capital stock, in all of which cases permission was granted. 

Q. To the extent asked?— A. To the extent that was asked. A full hearing and 
complete showing of the necessity of such increase was, however, made before 
the commission. In fact, this report of 1897, which 1 shall leave with you, con- 
tains one of the findings in such a cavse. 

We have also the long and short haul clause. Under that, as I recall it, we have 
had 2 applications for the suspension of it. The commission has the same author- 
ity to suspend the operation of the long and short haul clause as has the Inter- 
state Commerce Commission. In these 2 cases the application was denied. 

Q. If your commission should refuse to allow an increase of stock, what action 
(!Ould the railroads take, or could they take any?— A. I do not know as they could 
take any, except there would be a roundabout way, I presume, by incorporating 
some other company and changing it that way. 

Q. (By Mr. Farquhar. ) Is this regulation of stock under Minnesota charters?— 
A. It applies only to railroads incorporated in the State of Minnesota, and it does 
not apply to the Great Northern Company, which has been a chartered road from 
1856, and it does not apply to the Northern Pacific; it only applies to a few of the 
roads that are incorporated under the general incorporation law. 

Q. (By Mr. Litchman.) Would your laws permit the operation in your State 
of a road chartered under the laws of another State?— A. Yes. 

Q. If its location was entirely in your State?— A. I do not know about that. I 
am not a lawyer. 

Q* (By Mr. Phillips.) In what manner are the railroads taxed in your State? 
Has your commission anything to say in this regard?— A. In our State the rail- 
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roads pay a percentage upon the gross earnings in lieu of all other taxes. A new 
road pays 1 per cent on its gross earnings for the first 3 years; for the next 7 years 
it pays 2 per cent; after 10 years it pays 3 per cent on its woss earnings. The 
gross earnings, for purposes of taxation, are, in the first place, all earnings on 
local business, business within the State, and, secondly, a mileage proportion of 
earnings on interstate business. We have found no better way of ascertaining 
our proportion of interstate earnings than to divide it by the road mileage. It is 
probably not absolutely correct. 

Q. Is there any special complaint from the railroads in regard to this taxation?— 

Q. It is satisfactory?— A. It is satisfactory and promptly paid, costing the State 
very little. Our commission gets up the blanks upon which the companies make 
their returns. These are sent to the commission, and by the commission they are 
checked up and approved and sent to the State auditor and treasurer for collection. 

Q. (By Mr. Litchman.) Are you in a position to give us a tabulated statement 
of tno amount realized from that tax covering a period of, say, 10 years?— A. 1 am 
not in a position now; I can get it. 

Q. When your testimony is submitted to you for revision, will you supply such 
tabulation?— A. I will. 

State of Minnesota, 

Office of the Railroad and Warehouse Commission, 

St. Paul, May 4, 

Statement shomng amount of kurea paid by the railroads in Minnesota for 10 years, 
and miles of main line of railroad in Minnesota each year. 



Taxes paid 


I Miles of 
main line. 


1890 ?743,075.87 r),409 

1891 I 882,472.96 A, 527 

1892 1,036,262.01 5,615 

1893 923,864.43 5,863 

1894 I 850,109.48 5,912 

1895 1 1,009,224.40 5,990 

1896 I 1,037,194.40 5,991 

1897 1 1,127,9.50.24 6,086 

1898 i 1,261,352.47 6,062 

1899 1,444, .'•>03. 82 6,338 


A. K. Teisbero, Secretary. 

Q. (By Mr. Farquhar.) The commission would like to have a set of blanks.— 

I will say that in 1896 the taxes in the State amounted to $1,037,000; in 1895, to 
$1,009,000; in 1899 they amounted to $1,444.000— about; constantly increasing. 

Q. (By Mr. Litchman.) That tax is collected directly by the State?— A. Yes. 

Q. Is there in addition any local taxation?— A. No local taxation. This per- 
centage is in lieu of all other taxes. 

Q. In your experience as a member of your c.ommission have you found that, 
within reasonable bounds, the rate fixed is not of so much importance as that the 
rate shall be uniform to all patrons of the road?— A. Yes; that is the main point, 
in our opinion. I think pernaps in the State we are not very much troubled by 
secret rebates or discriminations of that kind. I think there is no special reason 
why one road or another road in our State should give any of its shippers any 
rebates for State business. 

Q. Could not the same result be reached by special privileges?— A. Certainly it 
could; but I mean I can not see why under the circumstances a railroad should be 
tempted to do it; it gets the business anyway. On business between Chicago and 
the twin cities there is a great deal of competition, and I imagine that rebates and 
various other schemes are very often resorted to. 

Q. It was testified here yesterday or the day before that sometimes the regula- 
tion of the road requires cars to be released in 15 days, but that sometimes the 
dates get confused and the 15 days lengthened out considerably with some ship- 

f iers.— A. Yes. Speaking of the release of cars reminds me that, when we have a 
arge crop of wheat, in the fall of the year my principal work is to run down to 
the railroad, or call them up by ’phone, and say: Can you furnish Mr. So and So 
cars at such and such a station? The grain is marketed, unfortunately, I think, in 
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the course of about 8 months, and when the crop is largo, of course, it overtaxes 
the capacity of the railroads, and not only that, but it frequently overtaxes the 
capacity of the terminal elevators to receive and unload it promptly. 

Q. (By Mr. Phillips.) Have you any other mode of taxation except the one 
you allude to?— A. No. ITie gross-eamings tax is in lieu of all other taxes. They 
pay no local taxes and no assessments. Our legislature of late years, that is, in 
the last two sessions, has touched upon the propriety of raising the tax. I think 
there will be a proix)sition this session to raise the tax to 4 or 4 A i)er (!ent; the 
railroads will, of course, fight it. 

Q. (By Mr. Congek.) The highest rate is now 8 per cent?— A. Yes. 

Q. Does your State make any difference between roads as to their earning 
capacity per mile?— A. The 3 per cent is regardless of the earnings per mile. 

Q. The same on a poor road as on a better or more productive one?— A. I siiy 3 per 
cent on all roads ; but I must correct that statement. The Chicago Great W estem 


unearthed an old. forgotten charter— from 1854, 1 think. This charter provides 
for a gross earnings tax of only 2 per cent, and the State is bound by it. 

Q. (By Mr. A. L. Harris.) Do the entire receipts from the roads on taxes you 
de.scribe go into the general-revenue fund of the State?— A. Yes. 

Q. And no part or it is distributed to the counties?— A. No; there has been 


some agitation in the legislature to do that, but so far it has not passed. 

Q. (By Mr. Phillips.; What effect had the voluntary reduction of the freight 
rate by Mr. Hill some years ago on the price of farm products, or does the reduc- 
tion increase or decrease that price?— A. As long as tliat reduction in rate on 
wheat from the point of production to the market was confined to a certain small 


area, tlie amount of that reduction went to the producer; but last spring the 
commission succeeded, after considerable negotiation with the railroad companies 
doing business in the .southwestern part of Minnesota, in having them adopt the 
same rates for the same distance as the Great Northern road had adopted in 1897 
in the northern part of the State; and thjit again reduced, I presume, the rates 
from South Dakota correspondingly to Chicago— and from Iowa, So that now, I 
pre.sunie, the reduction in the grain rate no longer helps the producer, but rather 
the consumer. As lon^^ as you can confine a reduction on a commodity like grain 
to a certain small locality, then the produ(;er gets the whole benefit of it; but the 
moment it spreads througliout the whole country the consumer gets the benefit. 

Q. Now, what is your power as a commission over the regulation of elevators?— 
A. The legislature in 188.5 passed an act covering the terminal points of St. Paul, 
Minneapolis, and Duluth. This act was ba.sed largely upon the Illinois law with 
reference to public elevators at Chicago. I think we improved on that act by 
adding to it the weighing department, so that the State, through its employees, 
now not only inspects and puts a gi’ade on the grain marketed at these terminal 
points, but it also weighs it out of the car into the elevator, or out of the elevator 
into the car or into the vessel. This law was intended to cover all elevators 
located at these terminal points, but it was soon found that at Minneapolis, more 
particularly, it was not as profitable to do business as si public licensed elevator. 
They were required to take out a license from the commission and furnish a bond; 
so they have evaded the law by not (as they claim) mixing thtj grain of different 
owners. In a public house of cour.se the grain of different owners of the same 
grade may be mixed; in the private elevators at the.se terminal j)oints that can 
not be done. So they themsmves buy the grain of certain parties on the outside, 
or grain dealers have certain bins in certain elevators, and the grain is put into 
the piivate elevators. There is no prohibition of mixing in public elevators, 
but the grain of different grades must not be mixed. In Minneapolis there 
are something like 30 elevators, and out of this number there are only 6 
licensed public elevators. At Duluth and Superior all of the large elevators are 
public licensed elevators, doing business under the laws of Minnesota. The grain 
comes into Duluth and is graded and put into bins with reference to its grade. 
The grain comes into Minneapolis and is also inspected and graded, and the 
commission merchants and grain dealers take their samples and bring it on 
’change] the greater bulk of it is sold from sample. I believe the operation of the 
system in Minneapolis, the sample market, is in the interest rather of the pro- 
ducer. It is not altogether to the interest of the elevator man. He has, of course, 
some advantage in mixing, but I think it also gives an advantage to the fanner 
who has off-grade grain that could not go into a public elevator— gives him a 
chance to dispose of it. A farmer who perhaps raises gilt-edged grain gets a 
premium above the regular grade price for his best wheat, where if he sent it to 
Duluth he would simply get the grade price and no more. But when it comes to 
sjiPPJhg out, Duluth grades are held in the world’s markets much higher than 
the Minneapolis grades. In fact, I do not believe the Eastern buyers as a rule 
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will take Minneapolis grade, for the reason that they are mixed to the lowest 
possible point. 

Q. (By Mr. Litchman.) Is it pertinent here to ask who grades the pa,m in the 
public elevators?— A. The inspectors are appointed by the railroad and warehouse 
commission. The State railroad and warehouse commission in the first place 
appoints a chief grain inspector who has charge of all the inspection. He 
appoints a chief deputy at each of these terminal points and as many deputy 
inspectors as necessities require. This system, as I stated, was inaugurated in 
1885. The commission, in 1889 appointed Mr. A. C. Clausen as chief grain 
inspector, and he had charge of that department as chief gi’ain inspector until 
by an unfortunate turn in the political wheel the opposition party got into power 
and turned him out in 1899. During Mr. Clausen’s administration, the depart- 
ment had practically been run on civil-service rules. When a new man was 
appointed in the inspection department he started in as a helper; he carried the 
brass rod and took the samples from the various parts of the car and brought 
them to the inspector, and kept at that for years, perhaps, until he had shown his 
ability to assume a higher position, when he was made subdeputy inspector; 
from that again he rose to the position of deputy inspector. During Mr. Clau- 
sen’s administration— who was an expert grain man before he took charge of this 
business— the certificates issued by the inspection department on grain going out 
from Duluth by vessel to Buffalo or New York, were sold upon such certificate, 
and the grain trade at those points accepted the certificate without bothering 
about seeing the grain at all. Of course that was disturbed, at least for a time, 
by the change of administration in putting in new and inexperienced men from 
top to bottom almost. Many of the former inspectors were replaced by new 
men, some of whom had had experience, but at the same time the trade did not 
know whether they could rely as much on their judgment as on that of the for- 
mer inspectors. 

Q. Is this form of inspection applied at iirivate as well as public elevators? — A. 
Yes; we inspect grain out of private as well as public elevators. We do exactly 
the same business for both, except that for public elevators we register the ware- 
house receipts. 

Q. You grade the grain for the private elevators? — A. Yes. When the gi'ain goes 
out of the private elevator, the rule is that it must be fully up to the average 
sample of the grain out of a public elevator. You see, in a public elevator at 
Duluth or Superior the best (piality of the grade and the lowest quality of the 
grade goes into the same bin, which makes a good average, putting the best and 
the poorest and the middle in together; while at Minneapolis the best is proba- 
bly bought by the local millers to mix with inferior. The same is true about the 

E nvate elevator. Once in a while he will have to buy a good grade to build up 
is poor wheat so as to pass the grade. At the same time, No. 1 northern, of 
Minneapolis, is not considered as good as No. 1 northern from Duluth. Our reg- 
istry system is very similar to that of Chicago, except we have always been very 
careful not to permit any outshipments of grain from the public elevator without 
the cancellation of the receipt. 

Q. (By Mr. A. L. Harris.) In case the owner of the wheat is dissatisfied in 
regard to the grain, is there any recourse?— A. Yes. 

Q. Please describe how that is taken.— A. In the first place, the inspector grades 
the wheat, and the sample is generally kept for the office. Then the commission 
man’s representative will follow him right up and look at the car and take a sample; 
and if, in his iud^ent, the grain has not been graded high enough, he takes an 
appeal to the chief deputy inspector. He also brings a sample of the wheat, and the 
chief deputy inspector passes on the samples taken by both parties in interest and 
either sustains or changes the grade. If either party is dissatisfied with the deter- 
mination of the chief deputy inspector, there is an appeal to the board of appeals. 
That body was created 2 years ago. It consists of 3 men, practical grain men, at 
Minneapolis, and 3 others at Duluth; and they have the final determination of 
the grade on any particular carload or quantity of grain brought before them. 
There is no appeal from the decision of the board of appeals. Prior to the estab- 
lishment of the board of appeals the final appeal was to the railroad and warehouse 
commission. The railroad and warehouse commission was not, as a rule, com- 
posed of grain men or grain inspectors, and so we had to rely entirely on the 
Judgment of the chief grain inspector or the local chief deputy, or such other 
gram men as we might get hold of at the time. I think the establishment of the 
board of appeals is in line with the action of the Illinois law. They also have a 
board of appeals there, I believe. 

Q. Is the manager of a public warehouse allowed to buy grain?— A. Yes; there 
is no prohibition on that. 
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Q. As well as the private elevator?— A. Yes; there are no restrictions as to 
that. 

Q. Has there been any complaint that he had an advantage over the outside 
buyer on account of his ability to know the quality of the grain that he has under 
his charge?— A. No; I do not think so. I have heard no complaints in that regard 
whatever. 

Q. (ByMr. Litchman.) This grader is in the employ of the State?— A. Yes; 
appointed by the railroad and warehouse coniniission. Now, in order to pay the 
expense of this service we levy a fee for inspection, which at the present time is 
25 cents per carload, and another 25 cents per carload for weighing, and that cre- 
ates sufficient revenue to pay the employees of the department. For inspecting 
and weighing out to vessels we charge 50 cents per 1,000 busliels. 

Q. (By Mr. A. L. Harris.) What .switching arrangements have you between 
the roads? Is that under the control of your commission? — A. Yes. 

Q. Do you regulate the fee for switching?— A. The commission has never 
attempted to regulate it since I8HH, The rate is not unreasonable and varies, of 
course, with ^’he distance, from $1.50 or $2 a car perhaps up to $5 for long distances. 
If a carload of pain is unloaded into an elevator upon the tracks of the company 
bringing it in, there is no chai ge for switching; but if it is hauled to a mill or an ele- 
vator on another road, there is a switching charge, which, of course, the shipper 
has to pay. 

Q. Have you any control over the amounts fixed by the roads for demurrage? — 
A. Yes: we are suppos(‘d to have, but we have never exercised it, except by hav- 
ing conferences and discussing the matter with them and n'ducing it to a reason- 
able figure-I think .$2 after the fir.st 24 hours. Of course, as a matter of fact, 
demurrage is not ordinarily (‘.harged ex(^ept during the busy grain season wlien 
all the cars of the comiiany are in service and denmnded, and I think that perhaps 
the d(‘murrage charge is too low. 

C^>. (By Mr. Litchman.) It is $2 per car?— A. Yes. 

(qj. (kin you explain a little more fully the mixing of grain at terminal points to 
raise the grade? it is sometimes dome is it not?— A. Yes; I think it is. In the 
first place, this can (aily be done legally when the grain belongs to one owner. 
You can not mix gram of different grades belonging to different owners. They 
will buy a No. 2 wheat— a good No. 2— and then they will buy a good No. 1, or 
perhaps two c.ars of good No. I to one car of fair No. 2, and mix them together 
and possibly succeed in making the mixture No. 1. However, a great deal of. 
this mixing is done tor and on behalf of and under tlie instructions of millers for 
local consumption. The millers recpiire, in order to show the best results, a cer- 
tain proper mixture, which is a secret with them perhaps, and they instruct their 
iiK'H wliat to mix and how to mix it: and some of these private elevators are 
engaged entiivly in mixing grain for the local millers. We frequently have 
trouble, of course, when grain goes from Minneapolis out of these mixing liouses 
to Duluth, which happens very often in the .spring of the year. At Duluth, as I 
stated before, under that system the average is perhaps a little higher on the same 
giade than the Minneajiolis mixture makes it. So that wlien a carload of grain 
which in Minneapolis has been graded out as No. 1 gets to Duluth, it i.s very often 
called No. 2, or refused by tiie public elevator. 

Q. In this mixing of grain is there any injustice dime to the farmer?- A. I 
think not. I can not see where it is. As I stated before, the farmer who raises 
gilt-edged wheat will get a premium for his wheat, while the farmer who rai.ses 
wet wheat or smutty wheat or wheat that is not warehousable can dispose of it 
at the sample market and get what it is worth. Furthermore, if in the judgment 
ot the buyer the inspection department should make a mistake, the buyer can 
pay the price of No. 1, even if it is graded No. 2. 

Q. Your special insiieetors are not in any way under the enqiloy or patronage 
of the elevator people? A. No; they are strictly prohibited from receiving anv 
compensation or anything in the shape of benefit. 

$5^00^^^ Phillips.) There is a penalty?— A. Yes. They are under bond of 

(By Mr. Litchman.) There is no condition of affairs under which the iudg- 
nient of the elevator man in any way comes in to fix the grading?— A. No. There 
is a penalty provided for anyone who is convicted of attempting to influence the 
I do not know of any case where it has been attempted, 
the salary of your insT)ector?-A. The salary of the chief grain 
,000 per year, and the deputy inspector’s salary is $115 per month. 
Linth in the year?— A. Every month in the year. We can not get 

the whole year^^' 

16a 24 


inspector, and 
Q. What is 
inspector is $3, 
9 . Every nu 
suitable men f 
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9. (ByMr.PHiLMK.) Howmany are empiqyedin theStatef— A. We have one 

ri.i.w«wa 

"»* skilled labor, we frequently 
have to put on so 2 ne extra men in the busy season and drop them off at the end of 
it, but u certain number are employed the whole year 

Q. Is there such a thing in that locality as an elevator combine?-A. You mean 
tor nxing the price? 

Q. Yes.— A. Well, I do not know. 

Q. It probably does not come within your official knowledge, but speaking gen- 
erally as to your information and belief.-A. I do not know ProbaKrthe Jme 
influences are at work there as at Chicago and other grain markets. 

No* I have m)t ^^^’wledge as to a consultation to fix the price of grain?— A. 

(By Mr. PHiLLire.) If any outside buyer should go there and pay a better 
price at one elevator than was the usual custom along ilic line of t hat road, would 
he have the same facilities for shipping his grain?-A. Yes. I was going to sayTome 
thing the country part of the (piestion. I was going to make this general state- 
tl f tab|ishment of the Railroad and Warehouse Commission, 

V ^‘levator busim^ss was done almost exclusively by what 

we call line ele vators; that is, a company having an office at Minneapolis or Duluth 
and a line of elevators on one or two roads out in the counti-y. The fai'mer could 

terminals. The railway companies threw 
all the obstacles possible in the way. In fact, it hardly ever happened that an 
independent buyer or a farmer could ship his own grain. But laws have been 
enacted in our State whieli liave declared it a discrimination where the railroad 
at its etatiJm nses room to any party to build an independent elevator 

Q* When were tlie.se laws jiassedV— A. That law was passed in 1887. In the 
first place, we pas.sed a law in IHS.") whi(*h declared that every applicant should 
have a site on tlie right of way on the payment of an annual rental of $1. That 
was set aside by our supreme court on the ground that it did not provide for due 
compensation bo in 1887 the general railroad law gave tlie commission authority 
to proceed in the matter; and in 18118 the more specific a(;t was pa.ssed which pro- 
vides for condemning sites for elevators on the railroail right of way-proceeding 
in the same manner to condemn the sites as the railroad does to condiunn for its 
nghtof way. lhat law has been declared constit uiional by our State supreme 
court, and has not been appealed fiom. ^ 

the clevators the right of eminent domain 
to that extent?— A. \ e.s. In the .second place, the legislature of 1893 passed a law 
lequiruig lailroads to build spur tracks or sidetracks to elevators of a certain 
canacity or mills located adjacent to the right of way if the railroad company 
did not have the rooin or had refused applicant room for an elevator at its wav 
station. He could then build his elevator adjacent to the right of way and 
deinand of the railroad company the construction of a spur track to it. If thev 
could not affree upon the terms, then they are at liberty to appeal to the commis- 
sion to fix the terms. 

As a general thing, agreenumts have been rea<*hed when the applicant has shown 
his determination to get an elevator at a certain .station. They generally find 
room on the side track for him. Quite recently, however, the commission had to 
pass upon the cost of a spur of track to a mill. When the commission fixed the 
amount that the applicant should pay for grading and constructing the road, the 
railroad company acquiesced in the deci.sion. The former policy of the railroads 
ot permitting only line elevators upon their road has been wholly reversed. There 
18 hardly a station in Minne.sota now but what has a farmers’ cooperative ele- 
vator or some inde])endent elevator of that character. Our law prohibits the 
pooling of the business of country elevators. Of course, as a matter of fact I 
presume they generally pay the same prices, and the best man gets the grain. 
They can only compete as to grades, the prices being the same. One can grade 
a little more liberally than another, but the amount of business done at the local 
stetion where there is such competition depends very largely upon the man in 
charge of the elevator, how he stands in the community, and how his reputation 
18 for honesty and fair dealing. 

Q. (By Mr. Litchman.) It depends considerably also upon the (juality of grain 
he has to sell?— A. Yes. 1 j b 

Q. If he has a high grade of grain, he in his turn is independent? Is that a 
tact?— A. Yes. Then, again, the producer has this right, which has also been the 
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case quite extensively: He can demand a car on the side track of the loading 
track from the railroad company and have 24 hours in which to load it, without 
demurrage, and that makes the producer independent of the local elevator com- 
bine, if there is such a thing. If ho feels that lie can not get fair treatment from 
the local elevator, he can ship his grain and .save handling charges. Handling 
charges at a country elevator are usually about two cents a bushel. 

Q. (By Mr. Pnim.ips.) Would they charge such a shipper more than the others 
for a single car in sliipping it?— A. The elevators? 

Q. No; I mean the farmer. If ho would load a single car in this 24 hours would 
he get the same freight rate to Chicago?— A. I presume he could to Chicago. I do 
not knov/. But all our grain goes either to St. Paul, Minneapolis, or Duluth. 

Q. Would he got the .same freight rates there?— A. The same freight rates there, 
of course. The law provides that one carload shall be shipped at the same rate as 
any number of carloads. 

Q. (By Mr. Litciiman.) It is claimed before the commis.sion that, while that 
theoretically is true, in practical operation the car is not available at the time it is 
needed.— A. Well, that may be true at certain times, but it is believed that it is 
not the f;iult of the railroad" company. Tliere are, as I stated before, certain times 
of tlie year when it is ab.solutely impossible for the railroad comiiany to supply the 
dmnands. 1 liave seen thou.sands of bushels of wheat dumped along the side track 
and at die .station by the Red River Valley. That is the breadbasket of the world. 

Q. (By Mr. Phillips.) Dumped upon the ground?— A. Yes. The farmers out 
there have no granaries. TIu'y thra.di from the shock— steam thrashers— and the 
teams haul aie grain to the station. Now, this year it haiipened to be an extra- 
ordinary largo yield. The elevators were all full: tin.' terminals w(u-e all almost 
blocked, .so the railroad (company was helpless: they did all they could. My be.st 
information and belief is that tlu' railroad companies, al, least the majority of 
them, favor the indepeiuhmt .shi[)per that way. They do not like lo favor a curb- 
stone dealer, a man who ha.s no busine.ss whatever, who just stands on the street 
and gobbles up thf' farmer’s wheat: but if the jiroducer himself desires to ship his 
grain I believe the railroad company would stretch a point and give him the car 
in preference to some elevator man. 

Q. (By Mr. Litciiman.) Now, about this card price sent out every day to the 
farmer. It is alleged that this is made u]) by the combination at Minneapolis. 
Have you any knowledge in relation to that?— A. As I understand it, at the close 
of the day— of the busim'ss day— the (piotations of the last sales are noted down, 
ami the line elevators stmd that information out to their agents. If an independ- 
ent elevator wants that (flotation ho will have to make his arrangements with the 
commission man in Minneapolis, St. Paul, or Duluth, and get the same either by 
wire or mail. 1 do not think there is any combination other than this: That they 
are probably backed by some concern, or something of that kind. 

Then does not that practically announce the fact lliat the price to the farmer 
is fixed at that daily session?— A. Yes. 

Q. And the farmer practically is compelled to ac<‘ept that?— A. Yes. The 
farmer the next day will probably get the price of the day before. 

Q. Then it practically amounts to fixing for the farmer the price at which he 
must sell hi.s grain?— A. You may call it that. At the same time, no grain buyer, 
I ]ir(!sume, could afford to pay any higher price than the market warranted. 

Q. Well, if by manipulation of tlie market the price was beared down, it 
would be to the detriment of the farmer, would it not?— A. Probably. 

Q. You have virtually answered the (luestioii whether the individual shipper 
of the grain gets this card price. Ho can only get it through the commission 
mercliant at Minneapolis, I understood you to say.— A. Yes; I think that is the 
custom. 

Q. Unless it is given to him by the local agent?— A. Yes; the local station 
agent may give it to him. In that ca.se I presume ho would have to make his 
arrangements with the Western Union. 

Q. Wliat pert;entage of the farmers are forced to sell grain within three or four 
months of thrashing? 1 mean forced in the sense that their pecuniary necessity 
may compel them to .sell it.— A. Well, I hardly have inf onnation upon which to 
base an answer to that. The percentage is very much le.ss now than it was some 
year.s ago. 

Q. Have you any knowledge of any combination between the railroads and 
elevator companies?— A. No; 1 have not. 

Q. Have you any knowledge of community of interest between them?— A. I 
have no definite knowledge. I have my suspicions once in a while. 

Q. You have knowledge whether the same men are stockliolders in both?— A. 
No; not to any great extent. My knowledge is rather limited. 
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Q. The community of interMt could be brought about in that way?— A. 
Cetainly. 

Q. Your judgiiunt is that the farmers’ elevators receive the same courtesies 
from railroad companies as line eli valois?— A. As far as my information i^oes; 
yes. They pay the same rates and if'ceive tlie sanui treatment. 

Do you know of any rebates lieing givi'ii to elevator companies by railroad 
manajrements?— A. T do not. 

Q. It has been alle^o-d that such is the case.— A. 1 do not know of any case 
within my official can'cr in the office— 15 years. Of cour.se 1 hear rumors once 
in a while, but 1 liave never been .able to verify them. 

Q. Have yon any information to c.Kpress as to the effect of {<rain gambling upon 
the iirice paid to farnn'rs? - A. No, 1 have not. It is a subject beyond my reach. 

Q. (By iMr. PiiiiJ.ii’s.) What had the Leiter deal in wlu'at to do— that is, how 
did it afiV(-t tlu' pi'ople tlnov, if in any way, and how was it viewed by the farm- 
ers, favorably or unfavorably'-'” A It was viewed very favorably by "the farmer 
who ha])p(‘n('d to havi* .-iny grain to sell at th.at time. 1 know of one party who 
had three yefirs'crojis in his granary that sold for $1 .45 ]h‘]- bushel at the local sta- 
tion. Gram at that linn' should not have been worth ovm- H5 cents. 

Q. How would they have viewed it if theie had been a Ix'ar movement instead 
of a. bull movement':^— A. W»'ll. this farmer wdiom I retciicd to. who saved threi' 
yi'urs' crops, .saved it on account of the low iirice.s prevailing bi't'ore; In' couhl 
iifford to do it, and it was a good .s])ecnlation. Ordinal ily I do not think it is a 
good spi'culatioii for a farmer to hold his grain. I have been so informed by farm- 
ers who are intelligent and farming on a large scab'. Tliey always make a prac- 
ti(!e of selling it at oiici*. 

Q. (By Mr. LitciiMvVN.) Bven if tln-y buy tutures':' — A. Sometimes they buy 
futuri'S. 

Q. (By Mr. RiPi.F.V.) Is (hat practice verv good';'— A. It is practiced by certain 
largo farmers onlv. 1 do not think it i^ jiractici'd much by small farmers. Most 
of our farnn'i’s aie small tanners. 

Q. (By Mr. Litciimvn.) They turn grain into cash and then buy futures';*— 
A, Yes. 

Q. Have you any sugg<\stions to mak(* as to national and Stihe legislation, .so far 
as your expeiience goe.s'^~A. As far as State' h'gi.slation is concerned. I think wo 
are pretty well tixed in ourStute. I think wo have good law's covering almost 
every conceivable point, and W'e have now obtaiiu'd the decisions in the highe.st 
courts on .seveial points .sustaining ns, clearing the atmo.-^plK'ro. Wo know wdieri' 
wo are at. As far as national legi.slation isconcerned.it sot'ins to me that the 
Intorstati' Comim'rce Commission ought to boempoweicd If) do about the same 
thing as the Minnesota commission: that is. u])on ctunplamt being made, have the 
right to regulale or H'diici' rates in certain instance's. 1 do not believe that the 
Interstate Comnieice Commis.sion should Ix' empowered to make all tlie rates by 
any means, but I do think that tln-y ought to be empou'en'd to adjust di.scrimi- 
natioiis after proper hearings -discriminations as bi'tween localitie,s and perhaps 
also as betwa'cn conimoditii's. 

Q. Would yon supph'im'iit that by tlie right of appeal to a court of appeals?— A. 
Undoubtedly there .should be an a.i)iK'al from the commi.s.sion; otherwise I do not 
think it just and fair. 

Q, (By Mr. Phillips.) Would you be in favor of ('iilarging the powers of the 
Interstate Commerce Commi.ssion'?— A. Only to that extent. I think also that 
there should be a compulsory .sysh'm of uniform accounting and a Government 
supervision of raihvay accounts. 

Q. You would be in favor of increasing the pow'er of the Interstate Commerce 
Commission in regard to leasing railioads and tin' is.siiing of mwv stock, etc.?— A. 
Well, that of cour.se is somewhat a new (piestion now growung out of consolida- 
tions, and I am hardly prepaic'd to cxpri'ss a,n opinion on it. 

I might state, wdiilc 1 think of it, now that our law prohibits pooling— our State 
law— on the same terms as the int(‘rf.(ate-commerc<! act. Our ('ommissioii, in 1H89, 
I think it was, luianiiiiou.sly dechw'd it.self opposed to any change of that pooling 
clause. I think, now, if tin* (lucstion were presented to them, in view of the recent 
practical con.solidations, the commis.sion would lie in favor of legalized pooling. 
Personally I kinov 1 should bt‘. but if this community of interest, consolidation in 
that way, goes on, of course there wull soon be no necessity for legalized pooling. 

Q. Your Stati' has more iiowu'r in ri'gard to leasing roads, capitalization, or issue 
of new stock than the Interstate Commerce Comim.‘'si*!n,has it not'?— A. Oh, yes; 
I do not think the Interstate Commerce Commission has any iiower as to leasing 
of roads or as to capital stock. 

Q. You are not prepared to state whether you are willing to grant it an increase 
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of power— the same power your commission has in your State?— A. I think it is 
not of great importance in our State any longer now. If tlie matter of rates is to 
be settled on th(^ cost of reproducing the railroad, the amount of stock and bonds 
cuts very little tigure. 

Q. (By Mr. A. L. Harris.) You say your law wa.s framed after tin' old Illinois 
law. That is an old statute, is it?— A. The grain law, yon mean? 

Q. Yes.— A. Yes; framed on t he IHinois statute. 

Q. That is an old statute or new one?— A. An old one; 1 slionld ])resume it was 
in existence prior to 1885. 

Q, Do you know what change has been made in tin* Illinois statute?— A. 1 
think tlu'y have added a weighing de])artment to tluur grain de])artment. 1 am 
not sure; I have not kept track of it. 

Q. Has the law betui bettered in that ie.sp<‘ct?— A, Yt's: iJ' that has been added. 
I think it is an improvement to the law. 

Q. Do('s th(* local shii)per lind the same opportunities at tlu' terminal elevator 
that th(' general <‘levator bnyia does at local points?- A. Yes, on most of the 
roads. I think tlu; independent t'hAator man or tin' producer, the farmer him- 
self, who wants to sliij) his grain, receives the same accommodation that the 
elevator man does, ()t course a r.iilroad company can do husiiu'.ss more ra])idly 
b> doing the grain bii.siness through a W('ll-k(‘pl elevator. If they should do it 
ail by farmers loading cars, it woui<l delay then cars very materially. But the 
fact tliat the fanner has the right and the railroad company is coni]>elied to give 
him a car and do(‘s give him a car and tiirnislies a loading platform where he 
drives his team up and dumps the wheat right in- tin* fact that tliat right exists 
and is once in a while exercised makes the local (deva-toi man tri'at the farmer 
more justly than he otlnu wisi' would. 

Q. Aie terminal elevators owned b) piivat(' companies or liy the railroads?— A, 
The terminal elevators, T think, arc g('n(‘i'ally owih'd l>y tin' indepi'inh'nt elevator 
companh's. At West Siipenor, Wis.. the (Ireat Northern has its own elevator. 

Q. But they aie all under tlu' same law?— A. All operating under tin; same ter- 
minal law. 

And under your contiol?--A Y<-s. Through an an .ingemeiit with tlie Wis- 
consin authorities we do exactly tin* .sanu' kind of a grain Im.siuess in Superior 
as we do in Duluth, and the elevators there are operating under the same 
regulations. 

Q. (By Mr. Ptiillips) Have you anything else to prew'ut?— A. No 

(Testimony edosed.) 


Wasiiin’oton. 1). (' . h\'bri((tr\i VJoI. 

TESTIMONY OF PROF. HENRY C. ADAMS, 


Statmticidn. Intrnitaic ('oinmerrc (U}nuui.ss«>n. 

The commission met at 2.0() p. m.. Mi . Fanpiliar pri'siding. At that time Prof. 
Henry C, Adams, statistician of the Inti'rstate (Commerce Commission, was intro- 
duced as a witne.ss, and, being duly sworn, testified as follows: 

Q. (By Mr. Fakquhar.) Please givi* jajur name and address.— A. Henry C. 
Adams. Ann Arbor, Mich. 

Q, What is your position with the Interstate Coinmeice Commission?— A. lam 
the statistician of the Interstau' Coinun'rce Commission. 

Mr. Fari^UIIAR. Mr. Kennedy, of tla^ subcommjs.sion on transportation, will 
lead the examiiUition. 

Ml. Kennedy. J think Professoi Adam.'^ has in mind the topics that he desires 
to discuss, and that it would be best if he hi' permitted to take his own course 
and select just such subjects as lie thinks will lie of value to the commis.sion. 

■Mr. Farquhar. Then you can just make your stati'uient in your own way. 

The Witness. Mr. Chairman, 1 thought it might be interesting to the members 
of the commission to hear .something about the method that the tax commission 
of the State of Michigan has ado[)ted for arriving at the valuation of railway 
properties. This is an important iiuestion, especially in view of the theory that 
our courts have adopted that a reasonable rate must have either some direct or 
indirect relation to the valuation of .such properties. This method that has been 
adopted in Michigan is a little peculiar. I know of no instance in tlie history 
of thiji matter where exactly this method ha.s lieen followed. It i.s attracting 
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some attention, and I submit it this afternoon with the tliought that some such 
method as this might possildy be desirable as a step toward arriving at the solu- 
tion of that vexed question of railroad rates. The situation in Michigan in regard 
to taxation is a little ptHMiliar. We have there what is known as a system of spe- 
cial corporation taxes, by wliudi railroads and other properties of that class men- 
tioned are subjected to a tax on gross earnings, the rate varying with the classi- 
fication of the corporation. Now, the people of Michigan felt that the rate which 
these properties paid under the statute was not equal to the rate of taxation 
under the general proiierty law, and the prime object of this investigation, which 
a special tax commission undertook, was to answer the question whether or 
not there was equal taxation between railways on the one hand and general 
property on the other. 

(^. (By Mr. Farquhar.) Does this investigation cover interstate roads as well 
as State roads?— A. All roads lying within Michigan. 

The plan adopted by the commission involved, first, an appraisal of the physical 
properties of the road, and, second, an appraisal of what was termed the value of 
the nonnhysic.al elements. I shall first try to explain the nile of arriving at the 
physical valuation, and afterwards the rule of arriving at the nonphysical valua- 
tion of these jiroiierties. 

Without discussing many rules that might perhaps have been adopted, the 
theory followed l»y the commission was to appraise first the ])hysical properties 
of the road, on the theory of the cost of reiiroduction; to estimate carefully all of 
the elements that go into a railroad property; to proceed with the matter just 
as an engineer would procecMl if he was to make an estimate for building a road, 
and how detailed that was I will try to show in a moment. Having gotten tlie 
physical value as to the cost of reproduction, it was then said by the commission 
that that cost should be reduced somewhat on an accepted percentage on account 
of deterioration. Some of the itc'ins, of course, could not deteriorate, and lumce 
the present value of the road would be the same as tlui cost of reprodu(;tion. 
Other items, such as ties, such as rolling stock, would necessarily deteriorate, and 
there was a reduction in the valuation. So this rc'iiort on physical valuation is 
under two columns. One is the cost of reproduction and the other is the present 
value, estimated or gotten at from the basis of the (!ost of reproduction. 

Now, the commission adopted the classification of construction expenses pre- 
scribed by the Interstate Commerce Commission as the basis of its analysis. 
There are 81 general items in that classification. Pkudi item or heading of this 
official classification has been worked out with great detail. The commission 
adopted this because it was the official classification, and it is the classification 
that the Interstate Comnu'rce Commission insists upon when the roads report an 
increase of their road or analyse their current permanmit improvements. 

As I said, the commission’s estimates of these ])roperties. based on the official 
classification, are set forth in two columns. The first column gives the cost for 
each item of reproduction, and the second column gives the present value, so that, 
indi'pcndent of stores and supplies, it shows the final footings. In the second 
column is the value of the physh'al properties as the property stands on the day 
of appraisal. 

Now, the reliability of such an appraisal, of course, depends upon the accuracy 
of the theory of the cost of reproduction. I think that the theory of reproduction 
is correct, with one exception. That is possibly the matter of real estate, which 
I shall refer to in a moment. It relies, in the second place, upon the care with 
which the work is done, and in the case of Michigan the work was done independ- 
ently of the roads. The political conditions were such that they permitted the 
payment of good compensation; and the services of men who themselves had 
built a considerable amount of road, and who had been engineers upon the road, 
were secured, and a si)eciali.st, you may say, was secured for every particle or 
portion of this work. Now, in {he case of the gi’ading. for example, the profiles 
of all the roads were secured, and I contend that the major portion of these roads 
were traveled over by agents of this commission, so that from personal observation 
they could tell about what the cost of the grading and embanking and all that 
would be. 

In the case of rolling stock also another set of men were put upon the road, 
and the numbers of freight c.ars of (*ertain classes were, of course, furnished by 
the road or by the railroad commissioner, and then a sufficient number of the 
cars in each class was personally investigated, and so they were able to set down 
a correct price for cars. So it was in the cost of interlockings, in the cost of bal- 
last, in the cost of warehouses, in the cost of docks— it was a personal investigation 
by representatives of the tax commi^sioners. In the case of real estate esti- 
mates the commission did not rely entirely upon the appraisal of the local asses- 
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sorB; indeed, they rather relied upon the services of expert real estate agents of 
the localities, and they wont so far in important caHes as to trace the deeds of 
abutting property to find out what the selling price was of abutting properties, 
of right of way, or of the term. So in that instance, so far as the valuation of the 
physical properties is concerned, it seems by this method that Michigan has got- 
ten out a fairly rx)ireet and adecpiate valuation. 

Q. (By Mr. Kennedy). Have you had the jadgment of any of the railroads as 
to the accuracy of this work?— A. Yes: we have had the judgment of the rail- 
roads as to tlie accuracy in some instances, but more especially as to tlie accuracy 
of the methods. I might say this work was only finished last week, and wo have 
not had. therefore, test of the railroad opinion— the bene*fit of the railroad expert 
opinion upon it; but the manager of one of these roads stated that the State was 
in possession of a better analysis of its property than lie possessed himself. At 
first, as was naturally the case, the railroads were not inter(*sted in this investi- 
gation; but. recognizing that it was carried on without any political interest, and 
that it probalily would lie carried on in an honest, open, and candid and scientific 
manner, they finally, f think in general, gave their— they at least gave the agents 
of the conimission the privih'ge of appearing upon their property, and in the case 
of architects, for example. 1 remember that one of the important roads loaned the 
services of its architect on condition that he did not work upon the property of 
his own road. 

There is one point of considi'rabh' importance; Is it possibh^ to apply the theory 
of the cost of ri'jirod action to real estate? I may perhaps interject here that this 
work was done under the direction of the head of the department of mechanical 
engineering of tlie University of Michigan. The other portion of the work was 
done under niy own direction, which I will speak of in a momi'iit. There was one 
point of difference of opinion between Mr. Cooley, who had charge of this work, 
and myself, namely, in regard to the propriety of applying the principle of the 
cost of ri^production to real e^^tate. 1 1 .seemed to me that in strict theory, at least, 
it was not proper to ai)])]y the ])iinciple of the cost of rei)roduction except to prop- 
erties that can be reproduced, and reproduced in unlimited quantities, and of 
uniform cost. The true value of real e.state, after all, is the opportunity that it 
giv('s for the location of an industry, and it is (piito pos.sil)]e and conceivable that 
that value can not be properly arrived at on the theory of the cost of reproduction. 
But beyond that 1 should approve most heartily the work that has been done, and 
th(^ theory of the cost of reprodiiclion in arriving at the phyi-ucal valuation. 

Now, the above computation extends no furth(‘r, you notice, than the value of 
the physical properties. Tt is well known that a successful corporation has a 
valuat^ion frequently in exc<‘ss ot its physical pro]»(‘rti('s, and what seemed to the 
commission, at least, to be the more difficult proldem was to arrive at the value 
of the nonphysical properties of these corporations, 

Q. Before you leave this table may I ask why the.si' columns of terminals and 
electric- plants art^ blank? (Referring to .sample e.sti mate.)— A. The terminal is 
blank Ix^cause wherever there is a consideralile terminal there is an extra sheet. 
For exam])le. the Port Huron terminal proved to be so significant a feature that 
it was taken out of the main sheet, and there is a s(*parate statement wliere it is 
a matter of importance. In the case of the Michigan Central, for example, the 
terminal valur* of about 5 miles in Detroit was between 7 and 8 millions of dol- 
lars, and that was one-third of the value of the road itself. That is the explana- 
tion of that fact. In the case of the ab.senceof electric light, probably in that 
road there was no electric-light plant. Many of the roads are rather small. 

Now. it w.is at this point, after the commis.sion had decided to make a valuation 
of the physical projierties, that the problem was .submitted to me to give a rule 
for valuing what is commonly called the franchise of these corporations, and I 
provided here a copy, so you could follow, if you care to, the rule and the argu- 
ment for the rule which was submitted and which was in the main approved by 
the commission. 

1 will read to you this letter, and make a few comments upon it as to what 
seems to me of importance freading;] 

METHOD OK RULE FOR COMPUTISC KRAMHlSE VAI.UE. 

rr, ^ . Ann \RBOR, Mini,, Oc<o/xT4, 

To the Board of Stair Tax Commmiomru, I/insing, Mkh. 

Gentlemen: In reply to your re(iue.st for a method of valuing the nonphysical element in railway 
properties, I submit the following 

First. Itlsundorsl(KMi that the object of the investigation instituted bv the Michigan tax commis- 
sioners is t(> determine whetlier tlie properties imfMised Mlth specific taxc.s pay, ujam their true value, 
a nite oipial to the rate laild by property taxed under (he general tax law. The suggestions here snb- 
mlttcHl pertain to rail ways organized a.s coriHirations, and whose chief business is that of transportal ion. 
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The significance of that last phrase is that in Michigan we have a large number 
of small railways which run to the mines of ore, and are logging roads, or adjuncts 
to manufacturing industries, whose value is not so much that they carry freight 
for tlie public as that they are an adjunct to manufacturing, mining, and lumber- 
ing industries. Now, those roads do not have this rule applied to them. The 
value of those roads, it is assumed, is reflected in the value of the manufacturing 
plant [reading:] 

Second. It is iniderstood that, as one step in this invostiKation, the ('ommission ha.s undertaken to 
appraise the physical property of railways (real estate included)— 

The purpose of inserting that phra.se is, as T liave suggested, the difference of 
opinions that may arise as to whether the theory of the cost of reproduction can 
properly be applied to real estate. That was decided in the affirmative by tlie com- 
mission, and that was one of the given elements of the nroblem submitted to me. 
[reading]— 

and that the rc<iuest made of me i.s to formulate a sati.sluctor> rule hir apprai^iiig the iionphy.sical «)r 
immaterial element In railway corporations 

Third. It is submitted that this nonphysical or immaterial ehuneiit is not a simple commercial ele- 
ment, but includes, among other things, the following 

1. It includes the franchise (a) to lie a corporation, (b) to use i»ublic projierls and employ public 
authority lor corporate emls. 

In looking into the court s opinion or definition of franchise, it is made to cover 
a large number of diverse and sometimes contradictory ideas. One might say 
that the value of a franchise to be a corporation is what it costs a party for the 
charter, which perhaps in Illinois is .S«l.i)0, but that, of cour.se, is not what the 
commission is after in seeking for a rule for ai)])raising the feature of intangible 
property [reading:] 

‘2. It includes the possession of trallic not exposed to couipetilmn. as, lor exampK', local tnillic. 

:i It inelude.s the passe.s.sl()n of traflle held by established connections, although exposed to compe- 
tition, as, for example, through traflic that is .secured biruusi' the line in (luestlou is a link in a 
through roiiti!. 

That appears to me to be rather tin importtint considenition. As an illustration, 
I imagine that some of the value of the Lake Shore Railway is duo to the fact 
that it is a link in the through east and we.st line by means of wiiicli it secures a 
larger share of transcontinental freights. It carries the tea. for i xample— or it 
did until a short time ago— to the exclusion of tlu' other rival roads. Whether 
it continues to do so I do not know. I imagine again—another illustration— that 
the Lake Shore and Michigan Southern road will lie bemffited by this purchase— by 
this combination, if it goes through, of the Vanderbilt systeins with tlie Central 
Pacific— becaiLse, again, it will have drawn over its line a largm* amount of trans- 
continental traffic than lieretofore. So it is with any great system which, by means 
of its connections, enjoys certain through traffic; ami that is oue of tlie elements 
that goes to make its value, and that can only be included in the intangibles, if 
included at all [reading:] 

4 . it Inelude.s the hcncllt of economics made possible- b.\ iiicn-ascMl density of traffic 

It is a fundamental law of transportation that the more dense the traffic, other 
things being etpial, the cheaper can the traffic be carried. The reduction in the 
cost per ton per mile folhws the increase in the volume of traffic carried Now, 
merely as an illustration to what an extent density of traffic can go, I have brought 
in hero a map showing the extent to which the mail traffic of the United States 
has concentrated on a few lines. There are hut a few roads indicated on that 
map [referring to map] , yet on those few roads over 50 per cent of the mail matter 
of the United States is carried. The density of traffic is indicated by the width 
of the line. The widest line is between Philadelphia and New York.^ 

Now, I imagine that there is no such corresponding density either in p.issenger or 
in freight traffic as in mail traffic, hut the map is 8ubniitt<-d merely to show 
what is meant by density of traffic, and to lead to the conclusion that the road 
with the most dense traffic is, other things being equal, the most- valuable road, 
and that the advantage of this density of traffic, which decreases the operating 
expenses as compared with the gross income, must be classed among the intan- 
^hles of the corporation, and if valued at ail must be valued under the head of 
intangible properties [reading:] 

6. It includes a value on account of the or^ranizatlon and vitality of the indii-stries served by the 
corporation, as well as of the organization and vitality of the Industry which renders the service. This 
value, consequently, ta, in ptxrt, of the nature of an unearned increment to the corporation. 


'The map referred to by the witness Is in the Inaik entitled “Rtiilway Mail Pay.— Testimony taken 
by the Interstate Commofee Commission to investigate the postal service.” Part II, p. 231. 
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Fourth. As corroborating the existence of this element of value iuall bucc'es.sful corixirato enter- 
prises, reference may bo made to the following facts. 

]. Corporations almost universally are bonded for an amount in oxce.s.s of the value of phy.xical 
profierties leas the proceeds of the stock issued. If tratlic or good will or franchises or organizations 
can be made security for the borrowing of money, is it not evident that they j)osse.ss an established 
commercial value? 

2 . It i.s not uncommon for courts, in placing railway properties in the hands of receivers, to defend 
their action by the assertion that the step is necesvnry in order to prevent the disintegration of tin* 
property. Is it not a legitimate conclusion from this fact that I lie courts rccognizi‘ orgainzatnm as an 
element of value? 

It was the case with the Northern Pacific;, if I remember properly, in the peti- 
tion for the receivership, which w?is to the effect that if the receivership was not 
granted the road would be disintegrated— that is, fall apart in its various sections, 
and could not be operated as a .system easily— and the court recognized that argu- 
ment, and the large number of receiverships in 1894 and 1895 made use of that 
phrase in their receivership petitions ( reading): 

The universal n'cognilion of the iicccs^.iiv of supplementing the general [iropcrly tii.v by some 
Hpcclal meHuxl ot taxation in the cas(' o| railways ia un acknowledgment ol the fact that the general 
property tux by ordinary inctlioil.s of iLs.ses,sinent does not attach itself to the full viiIik' of corporate 
pronertv. The general projuTty tax worked well when the major portion of pro|ierly wa.s material 
and visible: it holed to work well wlieti, through (he development of corporate ehterpn.se.s and 
credit relations, immaterial values came to be relatively signitieiuit 

I have a compilation of the laws of tlie State.s on the imittcr of taxation, and it 
IS true in one way or another that all tlie States make, or most of th(‘ States make, 
an exception from the rule of the gtuiertil jiroperty tix in the matt(;r of railway 
properties, thus a(*knowledging that tlit'v must be approached by some different 
metliod [reudingj: 

Fifth. Inasmuch a.s nothing tangible or visible gives siippori to the value under eoiiKidcTation, it 
must be determined on the liasisof iiifoimation .secured from the current aeconntsof the corporii- 
tions There ate two aeeoiints w Inch ma\ be used lor this piirnose, nauielv', the general balance 
sheet and the ineoni(‘ aei ount In the balaiiceslici t w ill be haiiKlastatement ofusseisand liabllitie.s, 
giving eost of road and e(|uipment on oneside and the par value ot stocks and bonds on the other. 
For reasons that need not here he stated, tliese items are not .satisfactory tor the purpose wliieh this 
(‘ommission has 1(1 view. It mav he assumed that the appraised value ol the physical property of 
railways (including Iraiichise elenumt in the right of way) will not coincide with the bafanee-slieet 
statement of cost of toad and (sjuipiiient. 

Now, there i.s no doubt hut what the statement is correct. In the ca.se of 
the Ann Arlior road, for example, the balance-sheet statement of the cost of 
the road and etjuipnu'nt is, if I remember rightly, $14,500,000 pi tangible, tmd 
the intangible value of the road will fall under $7,000.000— not much over 
$0,000,000. Now, on the other hand, if yon should take the Lake Shore road 
as a general system— 1 am giving this merely on a guess, for we could not, of 
course, appraise that portion of tli(‘ Lake Shore that lit's outside of Michigan— 
ttik(^ the Lake Shore road, and its intangible and tangibU' values arrived at by 
methods we have gotten out, would, I think, excc'ed its stocks and bonds. They 
have about $95,000,000 of stocks and bonds. 1 think (heir aggregate valuation 
would go much higher. Of course that brings u]) the point that the value of 
roads may be appraised by the market rate on its st-icks and bonds. Now, we 
endeavor to get at that in Michigan, to lind out what the market rate of stocks and 
bonds was, I have hert'a .statement, as closely as wc could get at it, of the valu- 
ation of Michigan properties on that tlxTu-y. Of all the railroads in Michigan 
there were only 4 of which theie was a .sufficient number of (juotations of stocks 
and bonds so we could arrive at anything like ii rca.sonable valuation. And 
another reason against that method of valuation for 8'ttite purposes is that, even 
though you get that valuation, it is the valuation ot ihc system; tlien there still 
remains the further question how to assign the value of tlie system to the State. 
For these three reasons that was abando>ied and another method adopted 
[reading]: 

The practice ndopled by many States of appraisinff railway property on the basis of the market 
value of .stocks and bonds has something to be .said in Its favor, Init It is not sHlisfuctory. This point 
however, need not be argued at the present time, boeause thiseoinmission, by nisiitntihgaiiapiiraisai 
of the physical assets of the corporations, has committed itself to a rule ineon.sislent with the valua- 
tion of corporate liabilities. 

In discarding the balance sheet as the hasisof vainntion, the eommwion ia forced toaeeept for this 

S se the income aeeouiU, a conclusion which finds support in the established rules of eoriioratlon 
■e. The task ol apprai.sing railway properties, miderUiken by (his comniHsion, is akin Ui if not 
identical with, the revaluation of railway securities, should this become iieees.sarv for reorganization 
or for transfer. As stated by Mr. Greene, an authority upon this subject, the holder of railway prop- 
rctios “must accept as a basis for revaluation of his seeuretles the earning power of the eompanv ^ 
aearricrof traffic.” This “earning power” is undouhU-dlv (he basis of all valuation of corporate prop- 
erttc.s, and it is the income account from which this earning power can be deterraiiied 
Another reason for accepting the mcoriie account railways as a basis for the appraisal of imma- 
terial values is that the ftih'S of bookkcepinL^ so far as this account ia concerned, are fairlv uniform 
for all railways, and in the main rigidly followed. This i.s especially true .so far as it is ne(‘e,ssary U) 
make u.se of the income account for the purpose of this commission. Tlie degree of uccurucy attained 
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In this account may be suRgested by reference to the oflicial classification of operating expenses 
adopted and follows by the principal railways of this country, a copy of which is herewith sub- 
mitted. I also submit in thi.s connection the form of income account prescribed bv the Interstate 
Commerce Commission and followed by the majority of .State commissions. 

Now, I submit, Mr. (jlmirmtin, in tiiis oonnection ii copy of that official classi- 
ftcation, the object bein«' merely to substantiate the statement that, so far as the 
expenditures are concerned, the established rule is a rule that has been carefully 
worked up, and from my knowledge of the roads I may say that it is fairly well 
followed by the roads of the country. This particular account has received the 
approval of the convention of State railroad commissioners, and is made the basis 
of practically all State reports. It is accepted by the Auditors’ Association, and 
willingly— indeed, of their own volition— has been put into force among the rail- 
roads. There doubtless are some inconsistencies in it, as there must be in any 
such analysis of expenditures, and they are of sufficient importance so that the 
executive committee of tlie National As.sociation of Railway Accounting Officers is 
at present engaged in the revi.sion and betterment of this account. I .say this because 
it IS so fre(piently asserted that railway accounts are of no advantage to any pub- 
lic commission, because they can bo modified and cooked. To some extent that 
doubtless is true; but I think we are at liberty to say that, so far as operating 
expenses are concerned, the roads are loyal in their u.se— follow as strictly as pos- 
sible the rule here laid down. There is some liberty granted in the use of this 
account which strict application of public supervision over accounts would not 
allow; but I think we may have some confidence in the operating-expense accounts 
of the railroads [reading] : 

Sixth. TIu' riilehUbmitted for tlie appraisal of tlK'iminatonal values ol railway properties, or what 
I urefer tot(>rmthe capitalization of (“orporate organization ami business opportunity, is simple, as 
follows 

1 Begin with Rro.ss earnings from operation, dertuet therefrom the aggregate of operating 
expenses,' and the remainder may be termed the “income from operation.” To this should be 
added “ ineome of corporate investments,” giving a sum which may be termed “total income,” and 
which represents the amount at the disposal of tlie corporation for the supjiort of its capital and for 
the determination of its annual .surplus. 

2 Deduct from the above amount— that is to say, “ total ineome,” as an annuity projierly charge- 
able to eapital—a certain per cent of the appraised value of the physical properties. 

3 From this amount. should be deducted rents paid for the lease ol property operated and perma- 
nent impro\ements- charged directly to income The remainder would rejirescnt tlu' surplus from 
the gro.ss earnings from the year’s opemtions, and for the purpo.se of this investigation may be 
accepted as an aiinmty which, capitalized at a certain rate of interest, gives the true value of imma- 
terial properties 

That is the form of computation. The report goes on next to say [reading] : 

Seventh, To obviate the criticism that both gross and net earnings vary from year to year, it is sug- 
gested that in place ol a single year’s income account the average income account of a period of 111 
years be acccpltsl as the basis of computation. The icason for accenting a period of It) years is that 
under existing commercial conditions it is likely that the cor|>oration who.se property is appraised 
would, during that period, pass through years of both prosperity and adversity. 

Now, in one case I know of had we accepted the last (5 months’ earnings on a 
certain road in Michigan and (computed our intangible value from these earnings, 
we should have had some millions of intangible property, but if we took the 
average earnings for a period of years, the intangible property of the road was 
matenally reduced. In two cases in connection with Michigan roads the reverse 
would have been the case. Now, it .seems when we are getting at the real true 
value of property we ought not to take tlie accidental earnings of apaiticular 
year, but we ought to get the regular, orderly, steady year-by-year earning.s. 
And finally this letter is closed [reading] ; 

Eighth. It will be observed that the above rule fails to apprai.se the speculative element in railway 
property. While thi.s element doubtless atfeets tlie pnec of corporate .stocks and corporate bonds, it 
Is not entirely clear that it. should influence appraisals for the purpose of taxation. Should, however, 
the commiasion desire to compute the presimt worth of property, as rc.sting upon expectations in 
the future as well as upon earnings in the pH.st, the pertinency of the above rule would not thereby 
be Impaired, This is true, because the speculative value of properties must, from the nature of the 
ea.se, ne a modlllcation of their value computed upon the basis of tlieir earning capacity. 

. Henry C. Adams. 


'The Michigan system of railway accounts prescribed by the railroad commissioner includes taxes 
In “operating expenses,” and for the purpo.se of this analy.sis such Inclusion may be accepted. 

sHome improvements are charged to " operating expenses,” but for the purpose of this analysis such 
a rule bears no significance. 
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I Hubinit a blank sheet which gives details of this method of procedure: 


Statement showing computation of the value of the nonphysical elements of the 
above-named road whose physical elements were, on November 1, WOO, officially 
appraised at$ . 

[Avi'ruge iinniml Htateiuent for — - j curs onding ] 


Itoiiis 


Number of miles operated i 

Gross iiieome from operation 

OperatiiiK' expenses, exclusive of tuxes 

Net income from operation 

Net income from investments 

Total available corporate iiicomi' 

Annuity deducted for capital at 4 per cent of 

value of |)h\Menl elements 

Hemaiuder a\aituble lor other purposes 

FuiIIkt deduelions 

1. Tax(‘s on phjsicul I'lemcnts at \ per cent of 

value 

2 Rentals on propertv not covered b> appraisal . . . 

:i Interest on current liabilities 

4 Permanent improveimaits charged to income... 

Total further deduction 

Suiplus 

Deficit 

Gapitalization of siirnlusat 7 per cent, whicli results 
in a value of nonphjsleal elements such that tin* sur- 
plus yields a lU't income of (i nereeiit thereon after 
jiayment of ta.x of 1 per cent thereon 


Amount 
for entire 
system. 


Per mile 
operated. 


Amount 
apportioned 
to Michigan. 


Remarks, . 

There tiro quite a number of rather intricate problems possibly in connection 
with the use of this sheet, and I may just refer to one or two of them. In the 
first place I may review the theory. We begin with gro.ss earnings from opera- 
tion; subtract from that the operating expenses, exclusive of taxes. That leaves 
us the next item— net income from operation. We add to that the net income 
from invf^stments; then we have the amount of money that the coiTporation has 
to dispose of. Now, in an ordinary income account, there would next be deducted 
the fixed charges; that is, interest on bonds, and after that the dividends on stock. 
But by this method of computation, in the place of interest upon bonds, there is 
deducted a certain rate per cent upon the appraised value of the physical prop- 
erty, which recognizes tliat the a])prai.sed value of physical property is a fixed 
capital in the concern, and that fixed capital ought to nave a certain amount of 
income set aside for its support: and then beyond that, after two or three other 
deductions, if there be a surplus, the surplus is capitalized. 

Q. (By Mr. Litchman.) Is it pertinent to ask right here what relation the stock 
and bonds bear to this cla.s.sification as stated by you?— A. We disregard the stock 
and bonds and substitute for stock and bonds in this operation account the 
appraised value of the physical property. That is what I mean by saying we get 
rid of the balance-sheet items. Now, a balance-sheet item means nothing. 

Q. It could be cooked? — A. Well, yes; that is, it does not stand for anything in 
particular. They have on one side of the balance sheet the cost of the ro^ and 
equiiiment. In the case of Ann Arbor, as I have pointed out, the cost of the road 
is §14,500,000; we find upon investigation something over five millions of property, 
yet, on the other side of the balance sheet there are stock and bonds to the amount 
of fourteen million and a half. I am glad you asked the (luestion, because that 
is a significant feature of this method of ^jrocedure. It is a means by which we 
get rid of what may be called the overcapitalization through overissue of stocks 
and bonds. 

Q. You also arrive at the fact whether there has been an overcapitalization or 
an overissue of bonds?— A. Yes. 

Q. That is to say, if the value by your method is less than the par value of 
stocks and bonds issued, the natural inference is there has been an overissue or 
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rather, an issue not justified by real value?— A. I think that is a just statement; 
yes. 

Q. (By Mr. CiiARKic.) And yet, how can the corporation, in dealing? with its 
stockholders and l)ondhold(‘rs, do otherwise than to accept the balaiice-hli(*et items 
as the basis of its computations in all its business aiTangemonts?— A. I should not 
object to that in th(‘ least, but I think that comes entirely outside of the question 
which wo are (tonsiderin/', of arriving at the true value of the property as an 
industry. 

S . It may bo outside of it as far as the question of taxation is concerned, or a pos- 
e public regulation of rates; but, so far as concerns any possible winding up of 
the concern and distribution of its assets among crtalitors and among stockholders, 
they would have to proceed upon that basis, would they not. instead of this?— A. 
Undoubtedly, as representing tlaur relative claims upon wliatevi'r value the prop- 
erty had, but if the concern is wound up it does not by any means follow that the 
value of that concern eipials the ])ar value of the .stocks and bonds outstanding. 
The value of that concern would be an ivasl at in exactly tli<' same way we are 
arriving at it here, on the 'basis of its earning capacity, and then in "the dis- 
tribution of that value, of c,ourse,it would be neces.sary to lake into c.onsideration 
the holders of outstanding stocks and bonds. And also it ought to be said. I 
think, as possibly giving some further light upon that point, that this phy.sical 
a])praisal does not necessarily cover the total value of the property. Wo allow 
that physical apprai.sal a certain rate? p<‘r cent, so that what you might call the 
phy.sical property in the concern will be supi)orted out of the income. Then 
there is or is not (‘xcess. It may be then^ is such an (^xce.ss, and when c.apitalizc'd 
and added to the j)hysical value tlu' sum may exceed the par value of the stocks 
and bonds. It may be that it will not e(pial the stocks and bonds. But in any 
case it seems that the merit of this method of i)roc(‘dure is that it gets rid of 
making use of balance-slnvi items. 

Now, any scheme of appraisal must, of cour.M*, rest on .something not arbitrary. It 
must be judgment. Another advantage in this iik'UkxI of ])rocedure. as it appears 
to me, is that it allows of but one (piestion of judgment —that is. the (pii'stion of 
judgment (^enters in the prop('r rate per cent. The proper i-ate per c.ent, what we 
have stated, is 4 per cent, to which is added I p('r C(Uit for taxation, as.suming 
that the corporation pay.s the tax. That is th«‘ assumption upon which the mvt's- 
tigation proceeds. 

Q. (By Mr. Likui.m \n.) Taking no account of how the (Corporation evontiially 
reimburses itself?— A. No; it takes no account of that. Of course, a corporation 
might perhaps bo in no situation to re<coup itstdf by raising its rates. Without 
trying to arrive at the prop(‘r rabc peer c<!nt. we .‘^aid that 1 he investment which 
pays 4 per cent without taxation at tluf piv'.sent time will command par. There- 
lore we took that 4 per cent. The reason why we took 1 pen- (cent as representing 
the tax was peculiar to the conditions in Michigan. The averagi' rate of taxation 
in Michigan is about $14. 7o. The averagi' appraisal of property is about (15 per 
cent of its par value. Therefore we rediic.ed tins to a par basis of 1 per cent. 

It maybe asked. Why not capitalize the net iimome to begin will) and not 
iimlertake an appraisal of the physical propertie.^? The (chief reason f(.)r that lies 
again in the matter of rates per emit. Tliat would have made it impossible to 
allow for the phy.sical capital at om* rate per cent and to capitalize at a higher 
rate per cent. The rule that we liave adopted is rotuke 4 per cent for an annuity 
and to take 0 per cent for the capitalization, the reason being that the first income 
is a sure income. It is without ri.sk, for we have decisions in our courts to the 
effect that no legislature or commission can reduce a rji,te to a point which will 
not pay. In some cases it is said to be the interest on bonds, but the idea is 
expressed more carefully by the recent Minnesota case — it is a State case, to be 
sure — a certain rate per cent upon physical valuation of the property. Now, 
then, you have a judicial bulwark, as it were, against a reduction of the rate of 
interest below 4 or 5 per cent, below the physical valuation of the i)roporty, and 
the cost of reproducing the property. When, however, a road presents a value 
in addition to this physical valuation, then that value does not, as it were, give a 
fixed income, because legislatures are at liberty to depress rates so as to deprive 
the corporation of a part of that value, for we must remember that railways, as 
it were, are between the upper and nether millstone. The State taxes them on 
one side and regulates rates on the other. Now, it seems, so far as this excess 
value is concerned, that there was some risk attending it, and in common e(iuity 
it ought to be allowed a higher rate per cent than in the case of an investment 
that had no risk. So that one of the chief arguments for going through this 
expensive and difficult process of arriving at physical valuation is that it permits 
a separation. It permits the use of two rates per (sent— a low rate per cent for 
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the amount assigned to the physical valuation and a higher rate per c-ent for that 
assigned to the nonphysical valuation. 

Q. (By Mr. Kennedy.) Is there any allowance for the depreciation of the prop- 
erty?— A. The allowance for the depreciation of the property is made when the 
cost of reproduction is greater than the present value. In such items as rails, 
ballast— all those itcuns that <lo depreciate— the nresent value is always lower than 
the co.st of reproduction. In engineering it is the same because there is no depre- 
ciation in tho.se items. Now, this 4 per cent i.s the amount taken out of the earn- 
ings and set aside to the support of what you may call the necessary physical 
capital of th(‘ road. It takes the place in this income sheet of the interest on 
boTid.sinthe gi\en in<‘ome and in part the dividends on stock. I say in part 
becau.se it may be the money, it depends upon whether the intere.st on bonds 
consumes the net income or not. That would vary in different roads. 

Q. (By Mr. F \k.) In eas(‘ a railroad is found to have no net income at all 
ov(*r its running exiieu.si's, what wouhl b(' the action of the State in collecting this 
tax?— A. Do you mean where tluTe is no surplus after paying the operating 
expenses? 

Q. What position dt>e'> it leave the State in as to collecting the tax?— A. That is 
rather an intricate (piestion in taxation. In a. strict application of the theory it 
would .seem to me that the State would not be at liberty to assume that the phys- 
ical valuation of the ])ro])erly was its true valuation, and we ought to reduce its 
value b(4ow Hk' cost of i ('production. At the .same time that is not donein other 
propertK's. A man ])uts uj) a hou.s(> in a plaet' wliere he thinks lu' is going to rent 
it, and it turns oim that ]>eoph' do not want to rent it. Now. in a sense, perhaps 
the local ap])rHis('r will h't up on his taxi's, Init la; does not very much, and he has 
to iiay fax(‘s wliethei il is a .somee oi income to him or not. Now. for the .same 
leason it would .si'imi to nu' not to he eijuifabh' tor any man to pay a tax upon 
any ])roperty that is not a. .souiec' of iimome to him while it i.s not a source of 
income; and I should say that in th<' en„s(' that yon .state the appraisal ought to be 
redneial. 

As to that arbitrary animity of 1 per e(‘nt. the roads ari' entirely different, 
no H aliki'. So ^yonld it bi* tair t(’) taki'. for instance, the Ann Arbor or tin; Grand 
Haven or tlu' Miehig.in Sonthern. and apply the 1 percent theory arbitrarily to 
all :i roads?— A. It is ([uiU' tnu' that roads vary in their conditions, they vary 
in their pro.spi'cts, and the speculative ('h'liK'iit nndonhti'dly makes their'bonds 
dnetnate up and down. We hav(‘ not thought it wi.si*, however, to make a varia- 
tion on this annuity, but we do main* a. vaiiation in the rate of capitalization. 
Now, theie ar<' :} ease's ot variation in Ihi' rate ot caiutalization. Let ns take, for 
examph', tlu' union depot com])any of Detroit, I In* Fort Street D('pot Oompany, 
That is a terminal corporation; ilsiueonie is a eontraednal income; it i.s jn.st as 
sill 0 and cel tain as that tin* .sun risi's. Now, in that I apply the capitalization 
bl'ca, ii.se it is .‘•ui e, ( )n the otln'i* hand then' is a road, 1 think, up in tin; northern 
peninsula that is new; it has only lii'cn running about a y(;ar and a half; it has 
not eoiiK' to that point where it i.s m^ce.ssary to raise its operating expen.ses very 
high tor deterioration In (U’4 yc'ars you will find its opc'rating expenses go 
np. Now, in that eas(* I (aipitalize it at 10 per c(uit .so as to reduce the value. 
There is anoOn'r (m.s(‘ of a road that has been a v(‘ry prosperous road in tlie last 
10 years; been rnniung into a lumber camp. Buf the lumber is all cut off, ami 
tin; last year yon .see it is gom'. So if yon take the past 10 yeai's it is of high 
value, but its pro.spects are sindi that it is not going to be valuable in the future; 
and therefore I make a variation, but not ri the deduction for the annuity. 

Q- (By 3Ir. Kennedy.) This investigation of yours is not entirely for the pur- 
po.s(' of taxation. Is it not true that you design to ascertain whether pa.s.senger 
and freight rate's an; just? — A. Y(*s; provided a scheme of this kimi conic! he put 
through liy the Federal Govornment, I doubt if any State commission could 
make iiiuch use ot a scheme of this kind or of any scheme to judge of the 
n'asonubleiH'ss of rates that they had to deal with; hut I am confident that if the 
h ederal Goi erniiu'nt should put tlirough a scheme of this kind, so that the results 
vyould command the confidence of the courts, they would apply the principle of 
that State ca.s(' iiii f here in Minne.sota— Steenerson v. The Great Northern, I think 
It I.s - in 1897, when* the principle laid clown was this: That a rate or .scheme of 
rat('s wliieli pc'rmitted a o per cent payment upon the reproductive cost of that 
road Avas ivasoiiahh'. Now, you know in a great many cases the reasonableness 
ot the rate finally c.mit's down to whether or not the corporation can pay the 
interest on its bonds. The diffi(-ulty with that is that the bonds do not represent 
the real wst ol the road or the reul value of the road. If you could substitute in 
all that line of reasoning the true value of the road or ‘its physical valuation, 
Why, then. It seems to me you would have something that courts and c^ommissions 
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could work upon. In that sense this scheme has a much broader application 
‘ than the question of State taxation. 

Q. But taxation was the only thing that was thought of in Michigan in setting 
^ up this commission?— A. Taxation was the only thing that was thought of there. 

Q. (By Professor Ripley.) Do you recall any other case besides that of Steener- 
son, in Minnesota, in which the rea.sonablene8S of rates depended upon the cost 
of reproduction of the property?— A. There is one Minnesota case in which that 
opinion was reaffirmed, but outside of that I do not know. 

There is another advantage, it would seem to me, in a scheme of this kind- 
something of this kind being done by the Federal G-overnment. Everyone who 
knows the difficulties that exist in connection with the State taxation of railroad 
property must welcome anything that looks toward uniformity. Now, I would 
take into that general subject the State taxation of interstate properties. The 
amount that railroads pay in taxation varies all the way from $30 a mile up to 
$900 a mile, and the schemes for getting at the thing are various; no two States 
have the same method of procedure. If the States are to (continue, as probably 
they will, to tax the.se interstate properties, there ought to be some uniformity; 
and I imagine that if the Federal G-overnment should establisli and make a state- 
ment by proper inve.stigation of the present value of railway property, especially 
of its physical elements, that the States would accept it and adjust their taxing 
scheme to it. 

Q. (By Mr. Litchman.) How long do you think it would take, approximately, 
to make such a valuation of so much of the Vanderbilt system as reaches from 
New York City to St. Louis? — A. It would depend upon whether there were any 
lawsuits involved. So far as the matter of collecting it is concerned, with prop- 
erly paid men, I should think you could do that work in 3 months. I would 
say this was rather an expensive piece of work in Michigan on account of the 
8hortne.s8 of the time that was permitted to do it. It had to be done inside of 
4 months. 

(^. (By Mr. Kennedy.) It would not be so expensive another time, would it?— 
A. Oh, with this in existence and the proper officer in the railroad commissioner's 
office you can keep up depreciations and improvements from year to year. 

Q. (By Mr. Litchman.) Haying made this examination as to the pre.sent valiu' 
of any line of road or all the lines of the United States, and then supplementing 
that with the bookkeeping that you suggest in these tables that you have sub- 
mitted, would it not be possible then to continue the knowledge of the exact 
physical conditions of such road or roads?— A. It certainly would if Congress will 
give the officers sufficient power to require the reports. 

Q. And require uniformity in them?— A. There is now in the form, the annual 
form of report that the railways make to the Interstate Commerce Commission, 
a page calling for all this infonnation. But in the reorganizations that have 
taken place the corporation that accepts the property does not care anything 
about the book accounts of the previous corporation, and it does not take them 
over and report to us. They do not know anything about it. Then again, a lot 
of building of roads is by contractors. A contractor builds a road and he keeps 
these accounts— he may or he may not— he may keep them in his vest pocket. 
When he tunis the property over it is turned over to the railroad as so much 
money paid to the property, so that the road does not get these accounts; and I 
doubt very much if any of the Michigan roads at least have as perfe(;t an analy- 
sis of their property as is now in the possession of the State of Michigan. 

Q. The point I wanted to cover was how much value it would be to get an 
appraisal of the railroad properties of the United States under this system unless 
it was supplemented by some means of continuing that knowledge up to date?— 
A, I think that the machinery of the Interstate Commerce Commission is now 
ample tc secure the continuance of that year by year, with one exception. The 
Interstate Commerce Commission has now no authority over the contractor. If 
a law were passed by Congress or by the States or in any way so that the people 
who build tne roads under contracts should file reports under this rule, under 
this classification, then there would be no difficulty in keeping the thing up to 
date. 

Q. (By Mr. Clarke.) Do you think Congress has any constitutional warrant 
for making such a general appraisal?— A. Appraisal? 

(^. Yes; or for passing a law ordering such an appraisal?— A. It is with great 
hesitation that I speak on a constitutional question, for I am not a constitutional 
lawyer. But it would seem to me that inasmuch as Congress has undoubtedly 
control over the rates charged by interstate roads, and in view of the fact that 99 
per cent of the roads in this country are interstate roads, that Congress would 
also have the authority to authorize any step necessary to the establishment of 
or aiTiving at the through rate. 
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Q. You think that the rate of taxation is an important element in the matter of 
rates of transportation, so that Congress would therein find its warrant under 
the power to regulate commerce?— A. I should hardly put it in that way. I 
should not rest the right of Congress to do this upon the interest it may have 
indirectly in the question of taxation. I should put it directly upon the principle 
that Congress has control over the rate in interstate matters, and this is desirable 
for the purpose of judging what is or is not a reasonable rate. 

Q. (By Mr. A. L. Harris.) Do you mean by that scheme to get the valuation 
by the Government and then give it to the States— prorate that valuation; or do 
you mean for the Government to assess the tax?— A. I had not thouglit of going 
so far as to reorganize the taxing system of the United States; no. My thought 
was this: That if the Federal Goveniment should in an authoritative manner 
estimate the values of the interstate railway properties, that the States themselves 
then would accept that valuation as the ba.sis of their own taxation and come to 
some understancling between themselves as to the apportionment of that value 
between them. I am ready to admit that that is a very difficult question, the 
question of properly apportioning the value— especially this intangible value— of 
a railroad to the various States through which the railroad runs. That is an 
exceedingly difficult (luestion. 

Q. Would It be satisfactory for the States to take it by the mileage within the 
States, ])rorate by the mileage within tlu' States?~A. I think not. I should think 
that would do injustice in many cases. In Michigan, for example, it would per- 
mit Wiscon.sin to got more than she ought to for herself. I had not thought to 
go into that problem this afternoon, but I can sugge.st, I tliink, the difficulties in 
th(' pro-rata rule. Siqipose there is a State, as Michigan, for example, and there 
is a road like tiie Lake Shoie road, we will say, from Toledo on to Chicago, that 
runs along through the northern part of Oliio, through Indiana, and through 
Illinoi.s, and it has a few branches .sticking up into Michigan. Now. the question 
immediately arises: What is the value of those branches to the Lake Shore sys- 
tem; liow much do they contribute to the Lake Shore syst<uii? They contribute 
not simply the earnings from fndght on the few lines that are in Michigan, but 
tlu'y contribute a value to the Lake Shore .sy.stem in view of tin? fact that all the 
freight that is collected by those branches in Michigan gets a long haul clear 
trom, let us .say, Elkliai t on to Buffalo. It is common in railway finance for the 
main stem to support a branch which in and ot itsidf does not seem to pay 
expenses, simply bc'cause it recoups it.self for the loss there by what it earns on 
the long haul. Now, a per mileage a.ssignment ot this value a.s a basis of taxation 
does not seem to me to meet the eiiuities of the case, for in that case Ohio wouhl 
g(‘t more of the value for taxation and Michigan less than she ought to get. 

0. You can not find any comstitutional provision at all to control it?— A. That 
undoubtedly is the right of a State: but still the subject being taken up by Con- 
gre.ss, here is this information; and then the question of solving this awful, awful 
(luestion of State taxation comes to be .‘dimple, and I think wo may rely upon the 
fact that State legislatures are more or less reasonable and would do that thing. 

Q. Is it not a fact that many of the States get much more from interstate rail- 
roads in the way of taxation than other States?— A. Yes. 

Q. Although the road passes through the different StateH?-A. That is about 
the truth. 

Q. Of course, I do not want to mention names as far as the States are con- 
cerned, but there has been one of the greate.st troubles in getting at the true valu- 
ation for railroads in the past; and it seems to me a scheme like you liave outlined, 
if it could be taken hold of by the General Government and then could be adjusted 
between the States, would be a relief not only to the States, but also to the rail- 
roads.— A. Undoubtedly; and the only other alternative is for the Federal Gov- 
ernment to undertake the taxation of interstate roads. I do not know whether it 
has the right to attempt that, I do not know but what the States would object 
to that, because they are getting about $46,000,000 of income. 

Q. This apprai.sement was actually made, was it, or is it merely a scheme?— A. 
Oh, no; this is done. The report on the intangible matter has not been completed, 
but t^ other is done, and the State legislature will act upon it this session. 

Q. Then the other question I was going to ask will not be pertinent, for the 
reason that I wanted to find out how the valuation under this plan compared with 
your present plan in reaching the value.-A. We do not value roads at all in 
Michigannow. The tax is a specific tax upon gross earnings, roads being classi- 
fied at different rates for the different classes. And the purpose of this investiga- 
tion was to find out whether, under the special taxing rule, they paid equally with 
other property. The result of the computation, I might say in general, is that 
the values do not mount as high as the advocates of the ad valorem scheme of 
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railway taxation claimad, but it doas show that they are paying relatively less 
than other properties. 

Q. (By Mr. Clarke.) This appraisal, then, will not necessarily lead the legisla- 
ture to do away with the present system of taxation?— A. No. It was in our con- 
stitution that the other system of taxation was required, but at the last election 
an amendment was offered to the people and voted overwhelmingly that the ad 
valorem method might be used, and the matter was adjusted at the last session 
of the legislature. 

Q. Now, you have studied this scheme. What is your opinion as to which is 
the better of the 2 methods of railway taxation? — A. It seems to me that that 
question can only be answ^^red in view of practical conditions, and in view of 
pra(!tical conditions in Michigan I should .‘'ay it would be wise for Michigan to 
undertake the ad valorem .schenu' of taxation, because the people of this country 
are not yet ready to estab]i‘'h. as it .s<*ems to me they might well establish, a dis- 
tinct .scheme of cori)orate taxation. 

Q. It would be an ad valorem .scdieme of appraisement rather than of taxation, 
I suppose, b(‘cau.s(} the local tax lates would be ba.s('d upon the general appraisal, 
would they not?— A. Yes. On the matter of tax rates there are quite a number 
of unsettled m'oblems. Now, when I say that the general rale is about $14.75 in 
Michigan— why, in some t-ountu's it is mu(di higher and in others it is much 
lowei. But, of course, the question immediately arises whether, in the attain- 
ment of ecpiality of taxation between railway coriiorations and other property, 
railway corporations should be taxed uniformly at the average rate tin oughout 
the State or taxed on tlieir luoperty within districts at the rate existing m the 
district. That is a (juestion that is not yet .settled, .so far as I know. 

(By Mr. A. L. Harris.) Is your present system looked upon as being con- 
stitutional beyond a (luestionV— A. Taxation of gross (‘arnings? 

Q. The system >ou have now in Michigan- -gross earnings,— A. No case has 
ever ari.sen to test it. P(‘rbaps that is the proper way to put it. However, I 
hesitate to talk law now. I think there was a <‘ase there which resulted in show- 
ing that this method was legal, for in Michigan we do not tax on the gross earn- 
ings of the entire sy.stem, but, liy the reiKirts to the lailroad commissioner, only 
the earnings within tlie State of Michigan are taxed, aial for them you must first 
find the earnings on local freiglit, wiiicli is all credited to Michigan, and then, 
under the rule, a (pertain portimi of interstate earning.s would be (U'edited to Mich- 
igan; so that it is the gross earnings within the State. And in that way I under- 
stand it is constitutional. I hesitate to follow that answer out, becau.se I know 
nothing about law. 

Q. (By Mr. Kennedy.) When you fiuislied reading your paper you said you 
had 2 or 3 observations to niake.-^A. That has all been presented in this discus- 
sion. I was going to submit 3 reasons why it seemed to me it might be well for 
Congress to undertake the valuation of railroad property: First, because it would 
greatly assist in the development of a uniform system of State taxation of inter- 
state property; second, that it is essential for the intelligent application of the 
theory of reasonable freight and passengei’ rates; third, it would enable the roads 
to supply what now they can not siqiply from their accounts, and in that way an 
annual statement of their prop(;rty undtir the prescribed classifications. That 
was what I had reference to. 

There are .some other topics, I pre.siime, which you have in mind, upon 
which to give information to the conmiis.sion— pooling, combinations, and so 
on?— A. If the conmiis.sion wishes to hear anything more, I should like to say a 
word upon the necessity of more perfect control by the Federal Government of the 
accounts of railways. It is fairly easy to get up general principles, but it is exceed- 
ingly difficult to apply those principles. It occurs to me that our Government is 
all the time .suffering from a lack of administrative intelligence rather than from 
a lack of moral purpose or general principle. Now, a great deal has been done 
through the agefley of the Interstate Commerce Commi.ssion to establish uniform- 
ity of railway accounts. When I came into the office of statistician there was 
no uniformity of accounts either among the railroads themselves, or, what was 
worse, among the State commissioners. We immediately got together the State 
commissioners, and they agreed to assist us in working out a uniform blank for 
reports. We got together the auditors or the chief accountants of the railways, 
and they also saw the desirability of uniform accounting, at least so far as opera- 
tion was concerned, and they assisted also in working out a uniform system tf 
accounts. That cla.s.sification of operating expenses that I submitted to yiu 
necessitated, for example, that all the Pennsylvania system should modify their 
books. They got up a new set of books for the classification of operating expenses. 
So that at present we have a fair degree of uniformity, and that has been kept up 
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from year to year so that we are moving on little by little in that direction. And 
it also ought to be said that the twentieth section of the act to re^julate commerce 
gives, so far as language at least can do, to the commission the right to prescribe 
the accounts. Now, notwithstanding all that and as much as has been done in 
that direction usually through the assistance of the railroad officials themselves, 
it is nevertheless true that we have never exercised any coercion uimui the roads, 
at least to any great extent, and that it has been found very difficult to go further 
in the direction of uniformity of accounting than the operating accounts. It has 
seemed to quite a number of those with whom I have talked upon this subject 
that it might be advisable, recofmizing the public character of the railway indus- 
try, as it is recognized in law and in practice m this (jountry, to establish a bureau 
of 8 tati.stic.s and accounts and establish something of the relation between that 
bureau and the railways that now exists betw’een the Comptroller of the Cur- 
rency’s office and the banL.s. Again the question of administration comes in and 
that is the difficult point; but from the point of rtew of desirability, general desira- 
bility, there can be no question, it seems to me, if the Interstate Commerce Com- 
mission and the State commi.ssions are to perform the duties imposed upon them, 
tliat they must have ac(;es,s at first hand to the books of the companies; for eacli 
of those commis.sioners is in a sense the director representing the public interest 
in those Corporations, and they ought to have a voice in the administration of 
those properties in very much the same way. That is one of the suggestions, a 
mere suggestion— that I thought might bo wise to have in the records of this com- 
mission, as a matter that was at least worthy of the sfTious attention of people 
wlio are investigating the subject of railway transportation. 

I might add that at the St. Louis convention of State railroad commissioners — 
by rather a close vote, it is true— that the policy was ajjproved, but it was not 
can’ied any further. Tliere are a great many points of detail in connection with 
railway reports and railway accounts that I might refer to, but possibly that 
would go too far into the details of operating. 

Q (By Mr. Farqtjhar.) Can you .state some of the objections of the railroads 
to tlic unrestricted inspection of their accounts as interstate commerce roads by 
the Interstate Commerce Commission officers?— A. 1 suppo.se the most common 
objection would be that they can not trust the jiublic officials when they get hold 
of them. I sujipose that is where the shoe innches, and that is a pretty serious 
objection. And I .sui)pose they feel, too, naturally, that they know more about 
their accounts than anybody else and it would be .something of an invasion of 
their lights. They might also feel to some extent that this would lead to the dif- 
fusion of secrets of administration. I know that that was true in the case of the 
lake carriers when, in connection with the last census, an investigation of the 
lake traffic was undertakini, and on some of the boats they had accounts of 
expenses and experiments that they were making that they did not wish to make 
public, and we (;ould easily understand why that was true. And then, too, it is 
also .sai(l by the railroad men that the same rule of {iccoiinting does not apply to 
all conditions. But in answer to that we must recognize that much of the diffi- 
culty in understanding public accounts arises from the great diversity in railway 
contracts, and the great advantage of uniformity of accounts is that after a per- 
son has gone to the trouble of studying in detail the accounting of one system, 
he has the ac.coiints of the entire system in the United States at his disposal and 
he can understand them; whereas now, there being no guaranty of uniformity, 
a man can never tell, even though he is acquainted with a system of accounting, 
by looking at a total what that total means. The chief advantage, as I see it, in 
a uniforni system of accounts, properly supervised, is that every item in the 
accoimt 18 defined by statute or defined by an administrative rule of the body or 
the office, so that when they see a total they know, without going through all the 
mass of figures, what that total means. 

A ^ Interstate Commerce Commission now demand uniformity?— 

A. We do; wo demand uniform reporting; and, of course, the law gives the right 
for us to ask for special information; but that is quite a different thing from a 
regular established system of inspectors who shall see that the books of the rail- 
ways are kept in conformity to the principles laid down. 

Q. (By Mr. Clarke.) Has any bill been introduced in Congress to provide for 
this uniformity that you recommend?— A. I think not. It is found in the recom- 
mendations of the commission in several of their reports, but no bill, so far as I 
know, has been introduced. 

Q. (By Mr. Kennedy, j I would like to ask you, if you are through with that 
subject, whether you believe the question of pooling is as live a question to-day 
as It was a few years ago, and whether it has not become an obsolete question?— 
A. I hesitate very greatly to answer any question on pooling, for I have not fol- 
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lowed the arguments right up to date. But if you will allow me to speak gen- 
erally on that subject, I should say that probably the present tendency toward 
contractual consolidation is in part due to the inability of the roads to pool. So 
much would seem to me to be correct. And of course the practical conclusion 
of that is, if that be true, that Government control over these great consolidations 
is just as important as increased Government control had Congress seen wise to 
legalize ^ols. Therefore, if I was going to suggest what the line of wide legisla- 
tion might be, 1 should say that provision ought to be taken for special grades in 
the case of these great properties. 

Q. (By Mr. A. L. Harris.) As the statistician of the Interstate Commerce 
Commission, do you think that it is advisable to have reports from express com- 
panies as well as other common carriers?— A. Yes; you will find that as a recom- 
mendation in the last seven reports, 1 think. Most certainly. The express 
companies ought to be subjected to the same scheme of reporting as the railways, 
and on that matter also I should say that tlie private companies that furnish cars 
to railroads and receive from railways a rental per mile— those companies also 
ought to be brought under the supervision, at least so far as reports are concerned, 
of the Interstate Commerce Commission. 

Q. (By Mr. Farquhar.) To your knowledge are there many of the.se car trusts 
now? — A. Do you mean companies owning private cars? 

Q. Yes; companies that own the cars.— A. So far as private cars are concerned, 
there are immense numbers of them; yes. I think the rental that is paid amounts 
into the millions for those private cars. We have a list of them in the office; it 
is a long list. And if any property is still, laying aside and not used, it is not 
usually the property of the jirivate car companies. 

Q. Are there any companies now that have built cars and have rented them to 
the roads, as they did to the Erie road several years ago?— A. You mean what is 
called the equipment trust obligation? 

Q. Yes.— A. There is, but it is gradually disappearing. The better roads are 
owning their own cars or else they are renting from parties outside who own 
them, on a mileage basis. These equipment trust obligations— a company took 
over a car and used it as its property, and then at the end of the year it paid 6 per 
cent of the value of the car and 2 per cent for an annuity, just like buying a sew- 
ing machine on the installment plan. 

Q. (By Mr. Kennedy.) I would like to ask you if you have any views you 
would care to submit upon the question of the desirability of enlarging the powers 
of the Interstate Commerce Commission or of vitalizing the powers it was sup- 
posed to have had when it was first created?— A. Yes; I have some very strong 
views upon that matter. 

Q. Will you oblige the Commission with them?— A. It seems to me that it is 
always foolish to create a commission and assign to it a certain task and then not 
give it the tools with which to perform that task. 

Q. (By Mr. Cearke.) In case the Government should take over the roads some 
time or other and own them, do you think the basis of appraisal that you liave 
adopted in Michigan would be substantially correct for allowing to the present 
owners of the road their portions?— A. I am inclined to think that it would, and 
in answering that statement I am reminded of the condition of the charters for 
all the French lines and all the Belgian lines and also of the method that the 
Prussian Government followed at the time that it bought its roads. In the char- 
ters granted the great companies in France there is this provision: First, that at 
the expiration or the charter the road becomes the property of the State by the 
payment for the rolling stock without payment for the right of way or the con- 
nections; second, that if before the expiration of the charter the Government 
desires to take over the roads it can do so by the payment of an annuity for the 
unexpired term of the charter equal to the average net earnings of the 7 years 
preceding the date at which the road is taken. That means, then, that the valua- 
uon of the French roads are practically that the purchase or condemnation of 
them by the Government rests upon the basis of net earnings of the road for the 
7 ^ars previous to the time that the operation is carried through. 

Prussia purchased her roads at the time of or shortly aftet-the panic of 1878, 
when stocks were down, and she made a careful estimate of the earning capacity, 
which was accepted by the Prussian roads. Now, this scheme is entirely in har- 
mony with those principles. It rests upon the fundamental truth that the value 
of property is, all things considered, wnat it will bring; that is, what income it 
wiu give, I see no other way of getting at it than some such way as this. 

Q-. (By Mr. Kennedy.) Do you desire these to be returned to you? Could you 
furnish one and put it in the testimony at the proper place?— A. Yes; I could do 
that. 
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Q. (By Mr. A. L. Harris.) In furnishing a sample, give us one of the older 
roads if you can. The name of the road you gave me was the Boyne City and 
Southeastern Railroad?— A. That is a State road that does not make report to the 
Interstate Commerce Commission. That happened to be one of these logging 
roads. , 

(Testimony closed.) 


Washington, D. C., Febniary 6’, 1901. 

TESTIMONY OF MR. JOHN W. BRYANT, 

Secretary Steamboat Captains and Onmcrs' Exchange, New Orleans. 

The commission met at 11.08 a. m., Mr. A. L. Harris presiding. At that time 
Mr. .Tohii W. Bryant, river reporter of the Daily States, and Secretary of the 
Steamboat Captains and Owners’ Exchange, Now Orleans, La., was introduced 
as a witness, and, being duly sworn, testified as follows: 

Q. (By Mr. Kennedy.) Will you please give your name and address?— A. My 
name is John W. Bryant, New Orleans, La. I am the river reporter of the New 
Orleans Daily States and secretary of the Steamboat Captains and Owners’ 
Exchange, New Orleans. 

Q. Have you in your mind the order in wliich von would like to discuss the 
topics which you are aware the (Commission wouhl like to get information from 
you upon?— A. Yes. I would like to make a little introduction first. I have this 
in mind to say: It has b(‘en perhaps b<3astingly asserted upon more than one occa- 
sion that while the traffic ny railroad has been rapidly increasing, that by the 
river is correspondingly decreasing, and it is believed by some that the railroad 
has already practically displaced the steamboat; but neither of these propositions 
is correct. It is true that there has been a partial diversion of traffic from local- 
ities, while at other places there remains perhaps as much, and maybe more, 
traffic than ever before, and all this where the railroads parallel and cross the 
navigable streams. The annual report of the United States supervising inspect- 
ors shows that there are more steam vessels on the Mississippi River and tributar- 
ies to-day— last year and the year previous— than ever before. It has been pointed 
out that there is a loss of through traffic from such important points as St. Louis, 
the Ohio River, Mempliis, and Vicksburg to New Orleans. But why? Not alto- 
gether because of the railroad or any (hicided preffrence for that means of trans- 
portation, but by r(^ason of causes we are afraid the remedying of which is far 
removed. Of course the railroad commands business, and what it legitimately 
commands has never yet and never will seriously cripple the steamboat, but it is 
its illemtimate methods that aie hurting the steamboat, the only rival they can 
never nope to control, the only investment that can never be absorbed or man- 
aged by trusts or syndicates. In face of a Federal law intended expressly to pro- 
hibit it, the railroad fixes and maintains unremunerati ve rates at river points while 
exacting maximum rates at intermediate points away from the river. In doing 
this it actually makes the producer at the interior noncompetitive points pay for 
losses resulting from its ettorts to cripple and drive out its river competitor, an 
advantage and a policy which can never prevail on the river as long as the indi- 
vidual right exists to build and operate a steamboat. 

Q. That is what you mean by illegitimate methods, is it?— A, Yes. The only 
remedy, however, for this injustice being suffered by a less favored com- 
munity of interests is in the literal enforcement of the fourth section of the 
inter.state-commerce law. Not fearing this law, because of their having always 
charged more for the longer than the shorter haul, some of the steamlwat men 
have expressed a willingness to be included in the provisions of that law, pro- 
vided, of course, it is strictly enforced to all carriers alike. But while this diver- 
sion has in part served its unnatural purpose, yet the steamboat survives, and 
will as long as there is a channel in which to run. Depressed as it now may be, 
it is a factor to remain always. But the struggle is not so much with the rail- 
road as it is because of the conditions of navigation. There is a good and 
profitable business carried by the railroad which would go by the river instead 
were it not for the uncertainties and delays of navigation. The Government has 
contributed liberally, wisely, and properly for the improvement of navigation. 
Without it the steamboats might .soon vanish from the face of the waters. The 
appropriations have been honestly and not wastefully spent, but it is a fact that 
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except in the territory covered by the Mississippi River Commission the results 
have not been what the steamboat men had hoped for or expected. Look at the 
Ohio River last year; except where there were lock and dam effects, navigation 
on that important river was entirely suspended for a season, with not a boat in 
service on that important waterway. There is the Missouri River. The steam- 
boat men there will tell that they have been driven out of business, not because of 
the railroad, but by impediments to navigation, unmaintained channels, the 
snags and bridge piers, and the withdrawal of all insurance risks because of the 
too frequent losses on hulls and cargo. There is a river from St. Louis to Cairo. 
Let there be maintained a channel in that 250 miles of distance, of 9 or even 8 
feet, and he would be prejudiced indeed who would then say the glory of the 
river had departed. And there are the tributaries, making up, as they do, the 
bulk of the traffic that is carried on the greater river. They become so difficult 
and impossible of navigation at times as to dis(;ourage the efforts of the most 
hopeful and persistent; and it is not alone tlie shoals and bars which hinder, but 
the greater perils of the snags, and of the faultily planned and located bridges 
that are allowed to be placed a(‘ro.ss these navigable streams, an obstruction the 
steamboat men think too indulgtuitly and often allowed, in view of the Govern- 
ment’s aid in behalf of these very interests they imperil. This uncertainty, delay, 
and danger of navigation justifit's insurance risks all but prohibitive in effect, 
resulting in actual losses to the steamboats in service and the consequent addi- 
tional loss of those in enforced idleness. This is the main cause of whatever 
decline there may be in the tonnage and commerce of the river, the restriction in 
operation, and discouragement of investment. 

Q. Can you say how many bridges there are below St. Louis, for instance?— A. 
They are being built everywhere, especially across the tributary sti’eams, where 
they do more harm. In the Ohio Rivtu* the piers are not only a danger, but one 
bridge in particular is so low that during this last rise steamboats could not pass 
under and had to wait until the water Ml. I suppose tliat the losses from the 
bridges on the Ohio River— and I do not think that the steamboat men would 
have any difficulty in proving it— have been enough on that river alone to pay tor 
any bria^fes across it; and this not counting the loss of life, which has been great. 

Now, in regard to statistics. It is an impossibility almost to furnish a Kill 
exhibit of statistics of the commerce on the Mississippi River, for the simple 
reason that nothing of the kind is kept. The railroads, of course, know (jvery 
shipment that goes over their road. They have records sent to headcpiarters 
from every section; but the steamboat business is not kept up in that way. They 
have what are called “ trip books,” in which is entered the up and down freight 
of each trip, but further than that no record is kept; so there is no way of getting 
at the statistics on the Mi8.sis.sippi River except through some one who has the 
time and the opportunity of going to every boat, wherever she may bo, and get- 
ting a copy of the shipments from these books. About a year and a half ago I 
was asked to do this service for the purposes of an article that was to appear in 
this volume I have before me on the riparian lands on the Mississippi River, that 
was being gotten up by Mr. Tompkins, and I undertook to do that work, but my 
time was limited, as were my opportunities, and there were some boats I could 
not get to; so in making it up I left these boats out and made no computations at 
all except on the copy I had. Some 12 or 15 years ago, while the river reporter 
on the New Orleans Times-Democrat, I prepared a statement of the commerce of 
the river coming'into New Orleans for the 2 years just before the beginning of 
the construction of the Eads jetties and for the 2 years after their completion. 
I only did it for my own information. I had plenty of time. I was at the work 
a whole year, copying the manifests of the steamboats, and, in summing conclu- 
sions, I found that about one-third of the traffics of the river had been diverted 
through the development of the railroads. I gave that copy afterwards to the 
Mississippi River Commission, and it was published in their annual report, and I 
believe it was the first and, maybe, only time a statement of the kina had been 
published. In the last census report the commissioner stated that he could not 
get complete returns of the commerce on the waterways, but he thought that 
over half of the whole commerce of the United States at that time was carried on 
vessels. Some few years ago the railroad interests concerned in the building of 
a bridge across the river just above New Orleans had prepared, for their own use, 
statistics of the river. Of course, if there was any coloring to it, it was in favor 
of the rafiroad; and they put down the diversion of business at 34 per cent. 
Now, I have in this book some statistics, prepared last year. If the commission 
thinks it of value, I will copy it off before I leave. 

Q. It is just a table, is it?— A. Yes. It is not long. It is a showing of the com- 
merce of the river, the tonnage of the vessels, and their values. I think you 
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would like to know that. It is short. It is all condensed here. In the first place, 
it shows that in the system I am speaking of, the Lower Mi8sis8ii)pi River, there 
are 6,328 miles of river, of which 5,695 miles are actually navigable— that is, from 
St. Louis to the Gulf, taking in the tributaries of the Mississippi River. Now, 
, in the Census Report for tins system the total tonnage of the commerce is shown 
as amounting to 6,401,208 tons. The statistics I have here show 7,693,998 tons, 
which is an increase over the Census Report of 1890. 

Q. For the same period?— A. Well, yes. That was for the year in which the 
t^ensus was taken, and mine is for tliis last year*. They both cover a year s bu.si- 
ness. I found that 189 steamboats passed over the river in that time, and their 
net tonnage was 63,314 tons. They made 6,212 trips, the gross tonnage amount- 
ing to 1,590,004 tons, and the value of those vessels, wliich I got from the owners 
themselves, was $1,381,000. Of barges— that is, vessels without steam, mostly 
towed by steamers— there were 1,685, and they made 3,470 trips, and their value 
is $3,008,000, sliowing a total of 1,834 vessels in the year, with a net tonnage of 
of 1,471,138 tons, and a value of $6,334,000. This exhibit does not include the 
vessels (uigaged in harbor work; it does not include ferries across the river, nor 
any of the railroad transfer boats, and it does not include any of the Government 
steamers. It only embraces vessels actually engaged in commert e. The total 
amount in tons carmsl on the river from Cairo to New Orleans was 4,708,355 tons, 
the value of which wiis $94,605,763. The coastwi.se and foreign tonnage L‘om 
New Orleans to the Gulf via the river amounted to 3,985,643 tons, ot a total value 
of $144,704,136, making a grand total of 7,693,998 tons, and a total value of 
$239,809,898. The in'incipal commodities carried on the riv(‘r were 613,342 bales 
of cotton, 166,049 tons of cotton seed, 153,664 tons of .sugar, and 444,589,180 feet 
of lumber and logs, 

C^. What proportion of the total did tlie.se barges carry?— A. Leavinj? out the 
cotton, seed, sugar, and hgs, I suppose the barges carried about two-thirds of it. 
Here i.s one item imduded in this total— 66,615 tons of steel rails, or nearly 8,500 
carloads. This v^as carried on barges, towed all tlie way from Pittsburg, 2,000 
miles, down to New Orleans, and there loaded on railroad cars to be distributed 
along tlie Southern Pacific route, an argument in itself showing that transporta- 
ti()n under almost anv (umdition is cheaper by water than by rail, because if the 
railroads could have handled it and earned that freiglit money they would have 
done so; but they could not do it so cheaply, so they sent it by the river. 

Q. Can you give an idea as to how much choaiier the barges can handle freight 
than by rail?— A. I can answer that be^t tliis way: The rate on bulk grain from 
St, Louis to New Orleans by rail at this time is 10 cents a hundred. The rate in 
barges, with all of the difficulties and uncertainties and delays of navigation, is 
8t cents. There is a line of barges that has just been inaugurated at St. Louis 
which promises a revolution in the towing line. They are whaleback barges, 
built of steel. They are of lighter draft, and instead of being towed abreast by 
a large, heavy, expensive towboat, they are to be towed tandem shape by a 
smaller, lighter, less expen.sive propeller boat. The manager of this new line 
asserted publicly that if assured of navigation between St. Louis and Cairo all 
the year, if there was not less than 8 feet there, bulk grain W(Uild be carried 
to New Orleans for 2 cents a bushel. Now, the bulk-corn export from New 
Orleans last month was nearly four and a half million bushels. At the present 
rates, by railroad, the freight on that four and a half million bushels of corn 
would be $35,300. At the present rate, by river, it would amount to $15,750, a 
saving in favor of the river of $9,450. But with the reduction to 3 cents, which 
will come when the navigation is improved, the saving would then be $16,300, 
wliich would make a difference of nearly two-thirds in rates between river and 
rail. 

Q. What are your return cargoes on barges upriver?— A. Tlie return cargo is 
imports, very largely. The import trade at New Orleans is increasing quite stead- 
ily. It also consists of sugar and lumber, but largely sugar. We have 2 large 
sugar refineries in New Orleans, one of them having a capacity of 8,000 barrels a 
dav. When the river is oiien to St. Louis sugar is shipped in quantities. 

Wliat is the difference between up and down rates?— A. There is very little 
difference. The competition is so sharp, not only with the railroad, but among 
^e steamboats, that the rates are pretty uniform; they change but very little. 
The only change that takes place in river rates is mainly on account of the condi- 
tion of navigation. When the river is low and there is trouble in getting over 
shoal places and time is lost, they try to get a little more; but when the river is 
full the rates are low. 

f^re is a good evidence of that, in a statement made before Congress by Mr, 
McRae, member from the Camden (Ark.) district, who, in speamng for the 
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improvement of the Onchita River, said that when there is navigation the rate on 
cotton from Camden, 700 miles, to New Orleans, by river, is $1.25 a bale. When 
the river is down and boats can not run and it goes by rail, which is 647.5 miles, 
it is $3.10 a bale. The rate on flour is 35 cents a barrel by steamboat, 75 cents by 
railroad; the rate on boots and shoes, all water, from ^ston to Camden, is 79 
cents a hundred; by railroad, $2.02 a hundred. 

Q. (By Mr. Litchman.) Do they have to break bulk on the railroad?— A. No; 
these rates are generally given by the carload. That is the general way of giving 
the rates. * 

Q. (By Professor Ripley.) Is the practice of classification coming into use on 
the river?— A. It is being generally adopted by steamboats, because they must 
follow railroad methods. It I remember correctly, at the time this question of 
the operation of the fourth section of the interstate-commerce law was being con- 
sidered by the Interstate Commerce Committee, the railroads made the plea then 
for the nonenforcement of that section on the ground that the steamboats fixed 
the rates and they were at the mercy of the river. The steamboats know now 
that the condition under that action has been altogether changed, for it is the 
railroad which fixes the rate and the steamboats are altogether at the mercy of 
the railroad. Conditions have changed greatly, and for that reason the steam- 
boats must follow the methods of business of the railroads. They have to take 
the railroad rates, whatever they are, with the insurance differential. Take cot- 
ton, for instance: The insurance differential on cotton is 25 cents a bale. The 
railroads have fixed the rate from Memphis to New Orleans at 85 cents. That is 
the present rate, but it has been 50 cents, and as low as 30 cents. Of course, the 
steamboats could not meet those rates. They can not even touch it now at 85 
cents, because, having to allow the insurance of 25 cents a bale, it leaves the rate 
at 60 cents for a carriage of 800 miles; so they let that cotton alone. 

(By Mr. Kennedy.) That is from what point?— A. Memphis. Natchez is 
also a railroad point. The rate there fixeO by the railroad is 50 cents, so if a 
steamboat carries at that jjrice and allows 25 cents for insurance, she gets but 25 
cents; so she does not take a bale from there, either. Now, the difference between 
the railroad and steamboat is this: All the way along the river there is no place 
where cotton is over $l a bale, and from that it goes down to 50 cents. It is graded 
all the way, but the railroad, while taking cotton from Memphis at 85 cents, at 
points away from Memphis they receive anywhere from $1.50 up to $2 a bale. 
There is a point within 100 miles of New Orleans, off from the river, where they 
get $2 a bale for cotton. The steamboat in line with that point on the river car- 
ries it for 50 cents. 

Q. The railroads, then, are not observing the long and short haul clause of the 
the Interstate Commerce Commission?— A. No; that section was suspended by 
the commission. They allowed its suspension at river competitive points. 

Q. (By Professor Ripley.) In the Loui.sville and Nashville case originally?— A. 
Yes. The Louisville and Nashville were the pnncipal parties to it at first, but it 
has been extended to all railroads alike where they are in competition with 
the steamboats. 

Q. What is proposed in view of the late decision of the United States Supreme 
Court practically negativing the long and short haul clause of the interstate- 
commerce law?— A. That, inasmuch as the several State railroad and steamboat 
commissions, notably in Texas, Louisiana, and Mississippi, are endeavoring to 
esteblish a proper reasonable tariff at points within the State, why should the 
interstate carrier be excepted and not held amenable to any law? If the interstate- 
commerce law was intended to protect and promote commerce, why should a car- 
rier in an effort to force or destroy a rival at a competitive point, be justified 
under that law in exacting disproportionate unreasonable rates all along the non- 
competitive points of its line? In other words, if a railroad seeks to destroy or 
cripple the steamboat, why not at its own cost, instead of at the expense of help- 
less communities entirely removed from such competition? 

Q. (By Mr. Clarke.) The cotton bale to which you refer, I suppose, is the 
ordinary cotton bale, and not the round bale?— A. Yes; the round bale amounts 
to very littie so far on the river. Out of 78,000 bales exported from New Orleans 
in 1 day recently, there were only about 4,300 round bales. 

<D. m you Imow whether or not either the boats or the railroad companies 
mwe any discrimination in favor of the round bale?— A. I do not know much 
about it. I do not think they make a discrimination in favor of it, because they 
would rather handle the flat cotton; they can store it better and carry more of it 
than round cotton. I know that is the case, particularly with exports, because 
the steamship men have said they don’t like to handle the round bales; they can’t 
put as much cotton in a space as flat cotton; and I would not suppose by that 
that they would make any discrimination in favor of round cotton. 
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Q. Is it not a fact that the round bale contains practically double the weight of 
cotton that the oblong bale does?— A. No; it is quite the contrary. They reckon 

2 round bales to 1 bale of flat cotton. 

Q. Is it not a fact that the same space contains double the weight in the round 
bale as compared with the oblong bale?— A. Well, it takes 2 round bales to 
make 1 bale of flat cotton. I suppose it would not take so much space perhaps 
as the flat cotton, but flat cotton can be handled better, stored better on steam- 
boats, where the freight is piled up. I suppose you have seen it. They carry 
cotton out on the guards 10 or 12 bales high— they almost hide the boat. They 
could not do that with the round cotton. They could not hold it in mass. It 
would be liable to tilt and capsize the cargo into the river. 

Q. Do you know what the facts are concerning ocean-going vessels that freight 
at New Orleans?— A. I know very little about that. 

Q. You are not aware, then, that they make a discrimination in favor of the 
round bale?— A. I do not know that at all. I onlv gave you the answer that one 
steamship agent in New Orleans made to me; that he would rather not have 
the round bales, because they can’t be stored like the flat bales: they can’t take 
as many round bales. That is, they can’t store them as compactly in the same 
space as the flat bales, I suppose you have seen the difference in size between 
the compressed and the original bale. They will just screw that in a solid 
mass, almost. They can't do that with the round bale. There are vacant spaces 
in between they can’t screw together at all, but the flat bales can be screwed 
into a compact mass. 

Q. (By Mr. Litchman. ) That is double the weight, then, is it not; 2 round bales 
is equivalent in weight to a flat bale?— A. It is I flat bale to 2 round bales. 

O. Well, is not that a saving of space to that extent?— A. They can’t store it so 
well. If you take a lot of boxes and pile them up in that corner there, you can 
make a solid mass of them, but you can not so pile up barrels. 

Q. Do not 2 round bales of cotton weigh more than a square bale?— A. No; you 
have just the .same weight. It is generally rated 2 round bales to 1 flat bale. 

Q. There is nothing to gain, then, in the movement of cotton by the round-bale 
process?— A. Of course, the argument in favor of the round bale is that it is less 
liable to tak(' fire, less su.sceptible of damage. The flat bale is very much exposed, 
and they put very cheap bagging about it, and not enough ties, and the cotton is 
more exposed to fire, damage, and waste. 

Q. (By Mr. A. L. Harris.) Have the freight rates heretofore been regulated by 
space or weight on steamboats?— A. Well, they have not been regulated by 
weight, because, up to recently, the steamboats carried freight by package and 
by measurement. If it was a barrel of flour, or a barrel of beans, or a barrel of 
potatoes, it was carried at so much a dry barrel; molasses, vinegar, whisky, oils, 
at so much a wet barrel, and boxed goods at so much a box. Large cases and 
crates and casks were mea,sured and carried by the foot. But now, since the 
adoption of the railroad methods, they are carrying it all by weight. 

Q. (By Mr. Kennedy. ) Have there been any attempts at regulation of rates on 
the river, or is it competition altogether?— A. No; no attempt at regulation, be- 
cause it is simply an impos,sibility. Take New Orleans, for instance; there are 80 
steamboats that are owned and operated out from New Orleans. There are only 

3 lines there, one of these lines owns 3 boats, which have nothing to do with any 
of the other Iwats. Then there is another line which operates boats in Red River, 
owning 0 or 7 steamers, and they have nothing to do, practically, with the other 
boats. And there is another line which owns 4 boats. That makes 3 lines own- 
ing 18 boats. The other 17 are individually owned and operated, with no con- 
nection with the other lines in any manner, shape, or form, so there is no attempt 
at regulation there, and there can not be. If all those boats would go into 1 line, 
they would have just the same experience over again, as in other cases where 
attempts were made to control a trade — somebody outside having a boat would 
think it a good place for him to get in, and the combination would be off. 

Q. No attempts at combination? — A. There was an attempt made some years 
ago by steamboat men to get all the steamboats from Memphis to New Orleans to 
consolidate, but it was ^ven up. They could not get them to agree to it at all— 
It was just an impossibility. It was like the remark said to have been made by 
Commodore Vanderbilt to the president of a great steamboat line, who went to 
New York to get Mr. Vanderbilt interested in the line. He asked just one ques- 
tion: “ Do you own the track?” “ No.” That ended the negotiation. That is 
the condition. Nobody owns the river, nor the trades, and I suppose never will. 

Q. Well, are any lines owned by railroads, or operated ^ them or for them?— 
A. No; there is no railroad ownership that I know of. fhe only Investment I 
know of the railroads having made was in the purchase of an interest in a line of 
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boats out from St. Louis a few years ago; but the line is no longer in existence, 
and that ownership was not publicly known. 

Q. (By Mr. A. L. Harris. ) That is one line of transportation that is owned and 
controlled by the Government?— A. Yes; in the interest of the people. 

Q. (By Mr. Kennedy.) Is there a .surplus of boats on the river at the present 
time?— A. No. As I say, there is too much trouble and loss in navigation to 
encourage investments in that kind of property. There was the Anchor Line, 
running from St. Louis to New Orleans— about the finest line of steamboats we 
ever had on the Mississippi River. One year every one of tlieir boats— and they 
wore very large and exiiensive boats— was idle for 7 months. They did not turn 
a wheel— not from want of patronage, but because of interrupted navigation. 
Such enforced idleness would destroy any business. There are a great many 
boats on the Ohio River, and more tonnage is carried on that river than all the 
other rivers in the Mississippi Valley together. There was a time quite recently 
that there was not a single steamboat running because of interrupted navigation. 
There was 5 feet 7 inches in the lock and dam system of the river, and only 1 loot 
3 inches of water at other places in the river. 

Q. Was there ever a time when there was a surplus of boats in traffic season, 
when the water was at proper depth?— A. Well, just after the war, and for some 
time after, there was a surplus -^f boats: but there is not now. Of course there 
are new boats building all the time. When boats are lost or placed out of .serv- 
ice they are replaced. 

Q. Can you tell us something about the co.st of boats, the size, and insurance 
rates?- A. The cost of a boat varies. It depends a good deal, in the first place, on 
the ideas of the man building it. Some men build boats more costly than others, 
in different ways. Then it depends a good d(‘al on the trade it is built for. But 
the cost runs anywhere from $30,000 up to $100,000. There is no fixing upon any 
particular price. It depends on conditions. 

Now, the insurance tnat steamboat men speak of as being so prohibitory in 
effect, is that on hulls, which runs anywhere from 8 to 18 per cent. It is as high 
in some tributary trades as 18 per cent, and it is kept at that figure for the reason 
that the navigation is considered dangerous. There are no rocks in hardly any of 
the streams, but it is the .snags that accumulate there all the time. They are not 
always removed properly. The Government appropriates the money tor that 
work, but we do not think the service is as efficiently rendered as it might be. 
The trouble is they generally commence operations too late. They wait until the 
river gets too low, and oftentimes before much work can be done the snagboats 
have to quit because of the low water. And sometimes the snags removed are dep( )s- 
ited along the bank.s. The next rise picks them up, and they get back into the 
channels and cause destruction. And then another element in the insurance rates 
is the bridges. I have never heard a steamboat man yet object to bridges. They 
know bridges must be built across the rivers and they do not oppose them, but 
they do object to th(5 manner in which they are often built and located ami made 
a menace to life and property. There is no question about it at all. I do not 
know any steamboat men who would willfully tie up and say they could not get 
by the piers at times, unless there was a danger; and I do not think they 
would run into a bridge just simply to prove the bridge dangerous. We have the 
delays in passing these bridges, and we have accidents and losse.ss, and we believe 
the Government .should be a little more considerate of the river interests and less 
indulgent of those of the railroad, and not disregard entii'ely the interest of navi- 

f ation 01 * impair it. There is hardly a bridge proposed that the steamboat men 
0 not have to go and tight for their interests. And then they are put down as 
kickers, as trying to oppose the railroads crossing the rivers. 

Q. Are there any of the fine passenger boats on the Mississippi River, like those 
before the war or just after the war?— A. Well, the methods of business on the 
river havechanged. People who live on the river now, or travel on the river, don’t 
see those great fine boats passing as before. Many think it is because there is no 
longer the business. In the days of those greater, finer steamboats, the bulk of the 
traffic was carried from St. Louis to New Orleans, and from there distributed 1 ack 
up to local points along the river, but now the bulk of the traffic which goes from 
St. Louis is distributed at these points direct. A boat now carrying 1 ,000 to 1 .800 
tons of freight will put out 1,2()0 tons of it before she gets to New Orleans, going 
into New Orleans probably with a third of a load. But the ^eatest change is in 
this: The railroads will carry freight, for instance, to Memphis, to Vicksburg, to 
Natchez, and Baton Rouge, and at each of those places are established local fines 
of packets, which carry the freight up and down frenn those places, so that instead 
of the through traffic as before, it has liecomo largely local. The traffic is on the 
river just the same, but it has changed altogether in distribution. Before this 
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time I speak of there were none of these local packets at all. Vicksbnr^^ did not 
operate boats uj) and down the river, nor did Memphis, except those running to 
the White and Arkansas rivers. Now, at Natchez there are two lines of steam- 
boats where there was none before. One line runs from Natchez up to Vicksburg, 
and the other runs from Natchez to Bayou Sara, and instead of the through boats 
handling that traffic and travel, it is largely done by local boats. 

Q. (By Mr. Farquhar.) Have you any line of passengers from St. Louis to 
New Orleans?— A. There are only two boats running through, but they lose so 
much time on their trips they do not carry many passengers. The same is to be 
said about the Cincinnati and Now Orleans boats. 

Q. Is tlie Anchor Line still in existence?— A. No. 

Q. What facilities have you in New Orleans there for the transfer of grain from 
barges to ocean-going ships? — A. Well, we have tln'iii nearly perfect. We have 
2 systems there. For instance, there is the Stuyvesant wliarf. It was built by 
the Illinois Central Railroad. It has a very large modern elevator, and another 
is building, to cost a million dollars. The Texas and Pacific road , across the river, 
nearly opposite the Stuyvesant wharf, has a laige elevator, and is building an 
additional one; for the bulk grain busine.ss of New Orleans is increasing more 
rapidly than at any port in the IJnited States. In fact w(i are the second port now 
in import and export values. There is also a large eU^vjitor at Southport. At 
Chalmette tht‘re is a very largo elevator; and then we have barges, that is, hulls, 
wich elevators— movable elevators. We have both methods and they ar(' very 
complete. There is never any delay there at all in the transfer of grain. 

Q. Is there any (!omplaint about the condition of grain coming trom whaleback 
barges?— A. No. 

Q. Was there any complaint under the old barges?— A. No. There has been 
some talk awayf»-om home of the grain not being delivered in good condition, but 
that has bet'ii explodes! officially and positively by all authorities connected with 
the export of giaiii. We liad a (;asc there some years ago. A ship loaded with 
bulk grain, in passing out of the mouth of the river, got aground and was 
detained there some time, and it was during the hot weather. It was thought 
then that tliat was about as good a test of the grain’s condition as could be had. 
Th(! ship had to return to be docked and repaired and was unloaded. When the 
grain was taken out it was found in ju.st the same sound condition as when it 
went in. There is nothing in that at all. There is no damage to grain handled 
in our climate. 

Q. Is flour carried down to Now Orleans and shipped to foreign countries? — A. 
Yes. Flour exports are increasing. 

Q. Do you know what countries, principally, lire.idstuffs go to from New 
Oilean.s?— A . Most everywhere. 

Q. Have you any Central American trade from there?— A. Yes. 

O. Where does the flour go to, the West Indies and Central America?— A. Cen- 
tral America and Havana get the bulk of it. A good deal goes to Europe. 

C,^. (By Mr. Kennedy.) Did you state what inflinmces determine the minimum 
rates — the lowest rates on tlie river? — A. That is the only rate that prevails now — 
minimum rate— and it is just as low as it can bo. 

Q. You said that was forced by the railroads?— A. Yes; that has been forced by 
the railroads, because we either had to take it at the railroad rate, or as near to 
it as wo could get, or else not get the freight. When a boat makes a low rate to 
any point that rate affetds much of the di.stance that boat goes over. We can not 
charge 2.) cents on a barrel of flour to one point, for instance, where it has a rail- 
road, and then get 40 or 50 cents to another nonrailroad point. We can not do it; 
the conditions will not allow it. We winild like to do it. If we could do as a 
railroad does, we would not then care if there was or was not an interstate- 
commerce law. 

Q Is the navigable season more irregular and shorter than it was 25 or 30 years 
ago?— A. Yes; and wo think that is due i)rincipally to the denuding of the for- 
ests. The water now comes down in the shape of freshets, and it passes off quicker. 
It fonns in less time and passes off quicker. And then another cause of that down 
in the lower part of the river is the levee system. Before the system was what 
it is now there were large basins, and the river would overflow and fill up all 
those great swamps, and the water would lie there and gradually drain back into 
the river, and it would prolong the rise. But now that has all been leveed either 
by the railroads or by the people themselves, and all that water is confined in 
the river, so it is in the same condition in the lower end of the river as in the 
upper end where the rises come from. Our freshets come mainly from the Ohio 
River. We are never troubled with water from the Missouri and the Upiw 
Mississippi; they are not considered by us at all. Our floods come from the Ohio 
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River, but the upper part of this river has been so filled up by corporations mak- 
ing more building room that the river has become very narrow and the water 
forms and runs out very quickly. Sometimes a big rise at Pittsburg will last 
hardly long enough to get out two runs of coal, it passes off so quickly, while 
years ago l>efore these changes had taken place there would be water for one or 
two months. 

Q. Can you illustrate what you say about the great corporations narrowing the 
Upper Ohio?— A. That has been a subject before Congiess and le^slation was 
enacted to stop it, and I think it is pretty well stopped. But they aid take up a 
great deal from the river, and it was a subject of much complaint by the steam- 
boat men because it was making the river too narrow to handle their business in. 
You see they make up ^'eat coal tows there to go down the Mississippi River. 
We had a coal tow go down the Mississippi River some years ago, made up of 54 
boats, of over 50,000 tons of coal. There must be room in which to handle a tow 
of that kind. Coal is brought from Pittsburg, 3,000 miles, down to New Orleans 
for 75 cents a ton— that is about the highest tliey ever get. One of the coal opera- 
tors and owners of those tow boats said that if assured of navigation, and were it 
not for the bridge piers, he would contract to deliver coal for 60 cents a ton. and 
make money out of it. 

Q. Does any coal go by rail? — A. No; not from Pittsburg to New Orleans. It 
can be handled much moie cheaply by boat than by rail. They have coal dumps 
which dump from the mine into the boats, and the boats carry anywhere from 
900 to 1,000 tons. The tows are made up very quickly, and when there is plenty 
of water they go through rapidly. 

Q. (By Mr. Clarke.) Does that coal busine-ss go on throughout the year?— A. 
No; they only ship when there is a rise in the tipper Ohio at Pittsburg. The 
shipments are nearly all from Pittsburg. We sometimes run out of coal in New 
Orleans. Our shipping interests are increasing so very gieatly and there are so 
many more steamships coming theie now than ever before, that this last season 
we had to get nearly 400,000 tons, part rail and part water, from Alabama. The 
Pittsburg supply gave out; there was not water enough for the runs. The coal 
was in Ihttsburg, loaded on the boats, but there was not the water for delivery, 
so we had to draw upon Alabama, and the difference amounted to nearly 400,000 
tons. You see coal consumption lias been very largely increased on account of 
the war with the Boers. Many ste unships have come to New Orleans for horses 
and mules, and they take all the coal they can carry, perhaps 4,000 or 5,000 tons 
to a ship— not less than 8,000 tons anyhow. 

Q. Bituminous or anthracite?— A. It is what we call soft coal; bituminous. 

Q. (By Mr. Kennedy.) Sijeaking about the vessels used in the Boer trade, have 
you an/ knowledge of the vessels of other countries supplanting the vessels of 
Great Britian in the trade at New Orleans as the result of transports going into 
that South African business?— A. The English vessels have not been sup- 
planted. They have drawn out that much— from the foreign trade. It has 
crowded others coming there that much more. The English tonnage is increas- 
ing all the time at New Orleans, more rapidly than that of any other country, and 
there comes again the navigation question. In the Eads jetties, at the mbuth of 
the river, there has not been a sufficiency of -water for the largest steamers that 
have been built for the New Orleans trade recently, and there are anywhere from 
40 to 45 vessels that have to go out with less than a full cargo on account of lack 
of water. They go short sometimes as much as 3,000 tons, because there is not 
enough water for their full carrying capacity. Under the contract which expired 
a few days ago there was only 36 feet of water required at the jetties, and these 
ships could load to 28, 29, and 30 feet. Now we are to get an appropriation from 
Congress to ofien up another pass and give 35 feet of water; when that is done 
not only will a larger number of ships come there, but the ocean rates will be 
materially lowered, 

Q. (By Mr. Litchman.) Have you thought out what effect it has in lowering 
the water in the upper part of the river?— A. The jetties? 

Q. The depth of that water at the mouth of the river?— A. No, it has had no 
effect at all, because there are three passes at the mouth of the river, and the 
effect of the jetties has not been to draw off the water any sooner. All the river 
section below Vicksburg is a basin. Now, awhile ago I spoke about how soon 
the freshets passed out from the Ohio River. For 3 or 4 years I kept a record of 
the rise and fall of the river at New Orleans. I took the time when it would get 
even with the edge of the wharf and went above it until it fell, and the longest 
period was 107 days in 1894. 

Q. The difference between 26 and 35 feet, 9 feet more of fall, it seems to me 
would have an appreciable effect?— A. No, it would not drain off the water from 
the liver, for this distance of several hundred miles, more than before. 
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9 . (By Mr. Farquhar.) What is the relation of the three bayous there to the 
mam level of the gulf— pretty near the same, are they?— A. Tli^ are the same, 
yes. There was recently a survey made of the Southwest Pass. There have been 
5 other surveys by the Government in the last 60 years, and 20 years ago the Soutli 
Pass was deepened from 9 feet to 26 feet, and yet the observations were that there 
had been nractically no change in the mouth of the river. The conditions 
were just about the same at the mouth of the river for 60 years, and these surveys 
showed it. 

Q. (By Mr. Clarke.) Will the jetty system be employed for opening the new 
pass?— A. Yes. 

Q. It is a success then?— A. Yes, only the en^neers proTwse to reverse the 
proposition. Mr. Eads’s proposition was that the jetties would be self-maintain- 
ing; they would maintain the channels themselves with the scour that they pro- 
duced; but he also used a dredge as an auxiliary. Now, the present plan of the 
engineers is to depend almost entirelv upon the dredges and use the jetties as an 
auxiliary; that is, they are going to deepen the channel Avith the dredges and use 
the jetties mainly as a protection to the channel, which is open and exposed at 
the mouth of the river. The wind blows from all directions and sand is carried 
by the waves, so these jetties are intended to keep tlie sand from being blown 
over into the channel, as well as to serve their other legitimate purposes. 

Q. Has the draft of ocean-going vessels been increased very much since the 
construction of those jetties?— A. Oh, yes. Wliy, when Mr. Eads made his con- 
tract with the Government the conditions were that he was to be paid so many 
hundreds of thousands* of dollars when he obtained 20 feet, so many at 22 feet, 
and so many at 30 feet; but when he got to 26 feet he thought he had better 
stop. He thought that depth was sufficient. By act of Congress the President 
appointed a special board of engineers to examine and report as to that, and in 
their report they said that they thought 26 feet was sufficient for all time. Well, 
it did appear so then, but it is entirely insufficient now, because, as I say, we 
have vessels that can load to 32 feet. New fork Harbor, you know, got an 
appropriation lately to increase the depths from 35 to 40 feet, because it is thought 
35 feet is insufficient At the port of Liverpool some $8,000,000 or $10,000,000 
were spent on the dock system, and they are now spending $9,000,000 more to 
deepen the harbor so as to make room for the larger vessels. I read a few days 
that a contract had been let to build a vessel for the North German Lloyd 
Line, 1,000 feet long, to draw 35 feet of water. At the time of the jetties about 
the longest vessel we had coming in there was 350 feet. We have vessels coming 
now 500 feet long. It is the great increase in the carrying capacity of tlie vessels 
that has cheapened transportation so much. 

Q. Has there been any improvement made in the construction of the jetties?— 
A. No; there has been no change made. Eads simply contracted with the Gov- 
ernment to maintain 20 feet of water. The Government had nothing to do with 
the means adopted. The pass was turned over to him. He owned the lands and 
the plant, and the Goveniment allowed him $100,000 a year for maintenance, and 
he had to keep up the depth out of that $100,000. But the Government had noth- 
ing to do with the work any more than to send an engineer officer down there to 
make soundings and report, so that payments could be made. 

Q. How are the new jetties being constructed and maintained?— A. The new 
jetties will be constructed under direction of the Government engineers. 

Q. Not by contract?— A. The work will probably be done by contract, but 
under the Government’s supervision and control. 

Q. (By Mr. Kennedy.) Can you tell us about the character of tlie labor 
employed on the Mississippi boats and the wages paid?— A. Yes; the officers of 
the boat are all white, but the labor is all negro. There are very few white men 
employed as roustabouts, because they can not stand the work. The banks are 
high in low water and the weather is pretty hot. and it is just about the hardest 
work there is to get the cargo on and off a steamboat, and about the only laborer 
we find that can stand it is the negro, and we have to pay very high for it. On 
the upper rivers, where the traffic is altogether different from what it is on the 
lower river, they have mixed crews; some of the boats have half white and half 
negro, and some have all white crews— a very few. But the most of them have all 
negro crews and pay anywhere from $30 to $40. But down with us, in the packet 
trades, we have a different kind of freight to handle and we have higher banks to 
put it on. The conditions are different. We pay anywhere from $40 to $110 a 
month for labor. We call them roustabouts. They call them deck hands on the 
ttpper river boats. And there was one instance where they were paid at the rate 
of $125 a month. The boats are only out from 3 to 6 days on a trip, and thev are 
paid at that rate. ^ 
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Q. (By Mr. Clarke.) Is hoard furnished in addition to that?“A. Yes. 

Q. (By Mr, Kennedy.) How much work in a year would that labor have?— 
A. The labor does not work steady; they are all the time changing about. A 
boat will never have the same crow any 2 trips in succession. The roustabout is 
a very peculiar individual. Ho does not care about saving money or having a 
home, and does not care much about a family; he has no moral obligations, harmy, 
of any kind. All ho cares about is playing craps. When paid off, out of a crew 
of 30 or 40 to 50 men, why, perhaps 5 or 0 men will have all the money of the whole 
crew— win it after they are paid off. They are generally paid just before they ger 
into port, and perhaps a majority of them will leave the boat without a dollar in 
their pockets. They are very improvident; they like to change about and go on 
one boat one time and then another the next time, and maybe the next time they 
will go up the river several hundred iiiiles into another trade; so that they are all 
the time changing crews. It is very seldom they have the same men any 2 trips 
in succession. 

(^. (By Mr. Clarke. ) What is craps?— A. It is a game of dice. I must say that 
while I have seen it played and heard a great deal of it I do not know anything 
about it. They throw three dice and call certain numbers. 

Q. It is a gambling game?— A. Yes. 

Q. Is it prohibited by law?— A. It is prohibited in Louisiana; like a good many 
other laws, though, not very strictly followed. The steamboat men would like to 
break it up, because it is demoralizing. They would rather have men of better 
condition, financially and otherwise, than they are. But tlio steamboats can not 
get along without them, and they want the very best of them, because it is only 
the very best of men that can stand that kind of labor. You do not find any old 
men or any weak men among them; thev are all strong, vigorous young fellows, 
and they have got to be to stand the work. Tlie steamboat men would ratlier see 
them better off, and would help them if they could. The steamboats provide 
messrooms to eat in, and tin pans and knives and forks and cups; but the men 
would much rather have the food brought out in a dish pan and put on deck and 
take it in their hands and eat it. That satisfies them better. They do not care 
for a table or a service or anything of that kind. There are places provided for 
them to sleep in . but they never go th(‘r(‘, because they want to hide from the mat e 
when they make a landing and dodge the woi k. They will hide amongst the 
freight. And if it is cold weather or rainy tlu'y will go right down underneath 
the boilers and sleep there in preference, where a white man would burn up. 
That suits them better than sleeping ipiarters. As I say, they are very peculiar 
individuals, but they are the very best labor there is, and we could not get along 
without them, and when they come high, well, we take them just the same; we 
have got to have tliem. 

Q. (By Mr. Kennedy.) Are there any exceptions to this rule of conduct that 
you speak about respecting them, where men are saving and acquire property 
from that kind of labor?— A. There are many among the negro population of New 
Orleans who are saving. Negroes are employed everywhere in New Orleans. I 
do not believe there is a branch of business that negroes are not employed in. 
And there are many negroes who own their own homes, educate their children, 
and live a good and comfortable life. But there are many just like these rousta- 
bouts. It does not cost them anything for education, because the white people 
pay for it— furnish the schoolhouses — just the same as for the whites. There is 
no difference in the instruction or in the co.st of it, and the teachers are paid by 
the white people. They have to pass the .same examinations as the white people 
do. 

Q. (By Mr. Litciiman.) Are the teachers for those colored schools white or 
colored?— A. Both. There is a deal of trouble, though, to get colored teachers, 
because they will not study up for the examinations. We try to get the best, but 
have to take an inferior grade because they will not try to excel. 

Q. (By Mr. Kennedy.) Have the roustabouts families?— A. Some of them; but 
they mostly go to what we call barrel houses, where they sell liquor and have 
dance halls and crap games, and where the commonest kind of women frequent. 
That is their place. When a steamboat wants a crew the oflBcors often go to the 
barrel houses to find them. 

Q. Have any attempts been made to organize them into a union?— A. Oh, yes; 
they have organizations, but they does not amount to much because they do not 
hold to them very well. 

Q. Does it have anything to do with fixing the rate of wages— the uni(jn?--A. It 
has a great deal to do with it. The negroes stand together very well, though, 
without these organizations. When a steamboat is ready to shin a crew the mate 
has shipping tickets, and he goes out to the end of the stage and some negro will 
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ask, “ What are you paying? ” “ Fifty dollars.” Well, if they have made up their 
mind that they want some of them call out $60 and they will all say $60, and 
will not ship unless it is promised. While they may have their organizations, 
they do not amount to as much as their combinations right on the spot. I do not 
know whether they prearrange them or not, but they are in effect iust the same, 
and that is the way they do it. But their labor unions have given the steamboats 
little trouble. There is very little clash between the steamboats and the negroes. 
The steamboats, of course, have to pay such high wages at times, and think they 
are being imposed on, but they pay. 

Q. Have the Italians taken to that work?— A. We did try them. Two boats 
hired Italians, but had to give them up. The Italian is a peculiar laborer also. 
The Italians could not understand English. They had an interpreter through 
whom the mate gave the orders, and they were liable to pick up any package on 
the boat and run ashore with it whether it belonged there or not, and there was 
a great deal of trouble on that account. And they were not strong enough. They 
are small men, not ecpial to the work, and after 3 or ll trips they were discharged, 
and the steamboats went back to negi-o roustabouts and paid higlier wages. They 
had paid the Italians $6()~$3 a day— and board. Had they jiroved good lalior I 
suppose they would have been lured altogether, but they would not answer. 
There were only 2 boats hiring the Italians. 

Q. (By Mr. FinguKAR.) In the general stevedore work on the docks in New 
Orleans do you use Italians?— A. No; there is very little of Italian labor except on 
the fruit ships. That is altogether Italian labor. The Italian contractor unloads 
fruit vessels, and he employs none but Italian labor. The other labor has been, 
up to recently, mostly white, but now the negi*o is making inroads into that 
employment. They work cheaper and are gradually displacing the white steve- 
dores. Still there is a large number of white men employtMi in loading cotton 
and unloading the cargoes. But that is altogether different labor there from what 
we have on the river. That is steady labor; they work in the same gangs; they 
do not change at all; they form a very close corporation. 

Q, What view have your commercial men in New Orleans taken of the opening 
of the Nicaragua Canal?— A. We think N('w Orleans will be helped immediately 
and more largely than any other city in the United States, so wo are very anxious 
for its construction. 

Q. What preparations have you for building boats at New Orleans?— A. The 
Navy is establishing a large dock there. That ^vill lead to the establishment of a 
shipyard. We have built vesst'ls there from time to time in all these years, o(;ca- 
sionally building a steamboat, but there has not been much encouragement for 
that kind of work, because it seems that they can build better on the Ohio River 
than anywhere else. I do not know exactly why, but it is so. They hardly ever 
build a steamboat in New Orleans; generally go to the Ohio River for it. 

Q. Where arc all your Mississippi and Missouri boats usually built?— A. They 
are built, almost all of them, on the Ohio River. Shipyards have been established 
there ever since the first steamboat was built. We occasonally build little boats 
along on the tributaries. 

Q. (By Mr. Kennedy.) Have you a fruit trust at New Orleans that sends fruit 
by ooats to different ports?— A. Yes; some people call it a trust. It is a company 
called the United Fruit Company; came there in the last year and bought out all 
the other companies in New Orleans and put them under this one management. 
There were a number of companies there. I think there were 13 different com- 
panies, all operating independently of each other and all owning vessels; but now 
they are all consolidated. Men that were most largely conf;enied in those com- 
panies seem to be out of them altogether. They are engaged in other business; 
they do not import fniit; they do not own any steamships. 

Q. Does this trust control the banana and other foreign fruit trade of the 
United States?— A. They control all that trade in New Orleans. 

Q. And really all the trade in the United States, too?— A. 1 do not know so 
much about that. 

Q. (By Professor Ripley.) They ilbt only raise the fruit but transport it— that 
is, they own the steamships?— A, Yes; they have bought fruit plantations on the 
other side. They own the product and the ships that carry it. 

Q. Do they ship directly themselves to interior points in the United States?— 
A. Yes. 

Q. Do they own oars?— A. No; they do not own cars; they deal directly with 
the railroads. 

Q. Do you know anything about the rates?— A. No. 

Q. Whether they get special rates?— A. No; I do not. There are 3 railroads 
engaged in the fruit business, the Northeastern, which owns a fruit wharf; the 
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Louisville and Nashville, and the Illinois Central have their fruit wharves. They 
all handle fruit rapidly and economically in New Orleans. A ship comes in there 
at any time, and whether it is 9 o’clock in the morning or 9 o’clock at night, she 
is unloaded at once and within a few hours the fruit is all on its way from New 
Orleans; it never lies there at all. The ripe fruit that will not bear transporta> 
tion is sold in the city. 

Q. (By Mr. Farquhar.) Has this combination raised prices to the consumer?— 
A. Well, I do not know that; they claim they have not. I believe they claim 
that the object was to lessen expenses and make their profit therefrom. 

Q. There has not been complaint against the prices then?— A. No; not by small 
dealers, because they buy bananas at retail just as cheap now as they did before. 

Q. (Bv Mr. A. L. Harris.) Have you any regular line of vessels plying between 
New Orleans and foreign ports? — A. That are owned in New Orleans? 

Q. No.— A. They are all foreign lines. 

Q. To what ports?— A. To every port in the world. We have 14 different lines 
of steamships that come to New Orleans, regularly consigned to agents, all the 
year round— every trip they make. Two of the lines which are located in New 
Orleans are the two largest lines owned in America— the Leyland- West India Line 
and the Elder-Dempster Line. 

Q. (By Professor Ripi.ey.) Is that the same Leyland line which runs from 
Boston?— A. And New York; yes. I do not know very much about the steam- 
ship traffic. We ship to Cuba, but those shipments are carried by the Southern 
Pacific Line, an American -owned line. There are no foreign steamers engaged, 
of course, in the coastwise trade. 

Q. (By Mr. A. L. Harris.) You have tramp steamers, I suppose, call at your 
port?— A. Yes; and they come consigned to the regular agents of the lines to 
which they belong. 

Q. Of course they do not run regularly?— A. No; they may make a few trips, 
but they go everywhere. Thev are liable to come from Belfast to New Orleans, 
and then maybe from New Orleans to South America, and then from South 
America to New York, maybe from New York to Australia. There is no telling 
where they go. 

Q. You have no American line?— A. No; not in the foreign business. There 
are American lines, but they are in the coastwise trade, like the Southern Pacific 
and these fruit lines; and then the New York Cromwell Line. We have, I sup- 
pose, not less than 1,400 steamships coming to New Orleans in a year. 

Q. You were speaking a moment ago alx)ut having no river statistics. Would 
you advise the Interstate Commerce Commission’s taking up that feature and 
compiling statistics of the river trade?— A. I think it would be a mighty good 
thing for the river interests if it were done, because there is a growing impression 
that the traffic on the river is leaving it, that the rivers are hardly worth improv- 
ing any more; and if they were to get up these statistics, then, and only by that 
means, would it be known just how much commerce there is on the river. Its 
value and the extent of it is not known. There are no full statistics furnished to 
Congress. The United States engineers who are assigned to different districts 
make an attempt every year to gather this information. They send out blanks to 
different steamboat lines and to the different owners of steamboats, and where 
the owners manifest a proper interest in it they fill out those blanks and send 
them back, showing the number of trips made, where to, and the number of 
passengers and tons carried, the draft of their boats, and the size. But there are 
a good many of those blanks that are never returned; they do not always reach 
them, because maybe the boat has left her former trade and gone elsewhere. So 
that the engineers try to get a correct exhibit of the commerce of the river; and 
it is to their interest to do so, because it is the information mainly upon which 
they recommend improvements to Congress. These are about the only statistics 
that are gotten up. and they are incomplete. The commissioner of the census in 
his report said it was impossible for him to get full returns of the traffic on the 
river, Wt he guessed that over 50 per cent of it was by water. And that is the 
way with this effort of my own. I spent about 2 months on this work where I 
should have taken 4 or .5 months, in order to go to every steamboat and get the 
information from her books. 

Q. It would be much better for the Government to gather the statistics than 
for a private individual?— A. Oh, yes; it would. 

Q. They would respond to it better?— A. They would respond to it because they 
would like to have it known; yes. They would think it to their disadvantage to 
have it believed that the steamboat is not to be considered any more. They did 
not refuse to give information to the census commissioner about their traffic and 
their earnings and their profits and everything of that kind. All that information 
would be given again. 
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Q. Are the vessels doing the foreign trade fast vessels?-— A. No, they are not 
fast like the New York vessels, because they do more freight business. There is 
a passenger travel from New Orleans, on these foreign steamers, to Europe, but 
it 18 only with two or three lines. The others do not care about passenger travel 
at all. 

Q. What is the usual speed of the freight vessels?— A. I think it takes them 
anywhere frohi 14 to 18 days to cross the ocean. 

Q. How many knots; or do you go by days?— A. I suppose anywhere from 10 to 
14 knots; but they care more for the freight; they do not solicit imsenprs at all. 
Now, these great ocean steamers, for instance, like the Deutschland, do not care 
for freight; would rather carry fuel. Her pa.ssage receipts have amounted to as 
much as $240,000 on a trip. This great l,000-f(K)t vessel they are building, the 
owners declare, will carry but little freight. They are making her an exclu- 
sively passenger vessel, because there is so mmdi more money m the passenger 
traflBc. 

Q. Where does that vessel trade?— A. From New York to Hamburg. 

Q. That would not apply to any of the vessels that trade at New Orleans?— A. 
No, because there is very little passenger traflfic out of New Orleans, except the 
Cromwell line between New Orleans and New York. They do a very large 
passenger business. There are many of our ]>eoi)le who like this voyage across 
the Gulf, and those vessels always go crowded in the summer season. Now, we 
have another line from New York to Now Orleans, owned by the Southern 
Pacific Company, which is exclusively freight. The Cromwell line is passen- 
ger and freight. Tliey have very tine vessels and do a large business. 

Q. Is New Orleans intere.sted in the subsidy bill?— A. There is a division of 
sentiment there, but 1 believe the large majority are opposed to that bill. 

Q. On what ground?— A. On general oppo.sition to the Government giving 
subsidies. There were a gi’eat many people who thought it was a mistake of the 
Government when they gave sugar bounty. It proved to be a mistake after- 
wards. 

Q. Is it generally believed there that the subsidy as proposed to be applied would 
not benefit New Orleans traffic?— A. I do not know that traffic would be benefited 
very much in that way. W e are doing a very great business now and it is increas- 
ing rapidly, as I say. Our exports and imports last year increased nearly 
$25,000,000. Of course, we would like to see American shipping and American- 
owned vessels; we would hav(* a pride in them: but we are not entirely satisfied 
that it is going to be accomplished in the bill now under consideration. Some 
of us think that may be a few lines would get the benefit out of it and others 
would not get anything. We have the statement of Mr. Hill, the president of 
the Great Northern Railroad, which he made public in Chicago, and he is a 
steamship owner himselt. He says that a few ves.sels will get the benefit of that 
subsidy bill, but the large majority of them will not get any benefit from it 
whatever. 

Q. If it were believed that most of the freight carriers across the Atlantic, trad- 
ing at New Orleans, would get a proper share of the benefit of that, would that be 
likely to chanp the opinion of the people there concerning the subsidy bill?— A. 
nearly all of the vessels crossing the ocean now are foreign owned; there are few 
American vessels. There may be a ship here and there, but there is no foreign 
American line of steamships in New Orleans. Of course if that was changed 
under this bill and they became all American-owned ships, the people of New 
Orleans would feel a great gratification in it. They are patriotic people there like 
they are everywhere else, but perhaps they are not as enthusiastic or as unani- 
mously in favor of a ship-subsidy bill as in some other sections. 

Q. Do you think they have an ambition to become owners of ocean-going ves- 
sels to any great extent?— A, They would like to see all these vessels American 
owned, yes; they would rather have that commerce carried under an American 
than under a foreign flag, but they do not know that it will be accomplished under 
this measure; there is some doubt about it. There are others quite active in sup- 
porting it, however. One of the most prominent of the steamship agents, Captam 
Miller, who has been in New Orleans many years, was president of the conven- 
tion at Bi-unswick, Ga., a few days ago. He is very active in his support of the 
ship subsidy. There are others not taking part in it. Some of our commercial 
exchanges have indorsed it; others have taken no action at all. There has been 
no general concerted effort made to get an expression of the opinion of the 
peo^e of New Orleans on that measure, so it is hard to say what they would 
recommend. They might be found largely in favor of it if an effort were made 
to ascertain the opinions of the people. Hut we talk very little about it there 
because we are going on well with what we have. 
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Q. You hardly feel the need of it so far as your trafiBc is concemedV— A. We 
do not think it would make any difference in the traffic. I do not think it would 
make freights any cheaper, because they are cheap now. The only thing that 
would make cheaper freights out of New Orleans would be more water at the 
mouth of the river. We do not think the subsidy would make them any cheaper. 

Q. There is never any objection on the part of any of your people to liberal 
Government appropriations for the improvement of the Mississippi, I suppose?— 
A. No. As I said before, we would not object to the ship-subsidy bill if it would 
bring the benefits that it is claimed it will. We do not object because we want 
all the money for other purposes. 

Q. Where do these foreign vessels touching at New Orleans get their crews?— 
A. They bring them; they are torei^ crews. We ha^e a law in Louisiana whir li 
proliibits the employment of crews in the ports. Their crews have nothing to do 
with the loading and unloading. That is done by home labor altogether. 

Mr. A. L. Harris. Any further (piestions? 

Mr. Bryant. On behalf of the commission. ])ermit me to thank you for your 
attendance and your very valuable infonnation in regard to transportation on 
the Mississippi River. 

(Testimony closed.) 


Washington, D. C., Febrmiry 6\ IDOL 

TESTIMONY OF MR. WILLIAM PENJE, 

Secretary of the Lake Seamen's Union. 


The commission met pursuant to recess at 2.04 p. m., Mr. Farciuhar presiding. 
At H.23 p. m. Mr. William Penje, of Chicago, 111., secretary of the Lake Seamen s 
Union, was introduced as a witness, and, being duly sworn, testified as follows: 

0. (By Mr. Farquhar.) You will give your name and home address and offi- 
cial position in the Seamen’s Union.— A. William Penje; secretary of the Lake 
Seamen’s Union; 123 North De.splaines street, Chicago, 111. 

Q. Yours is an organization confined to sailors on the lakes, is it?— A. Yes; and 
seamen on the lakes. 

Q. How large a union is it?— A. It numbers about 3,000. 

Q. What proportion of the seamen on the lakes are in your union?— A. There is 
more than a third, T should think. I think there are about 8,000 on the lakes, and 
we have about 3,000 in the organization. 

Q. How many local unions are there?— A, There are at present in the winter 
time just four. During the summer we establish more. 

Q. Where are those local unions?— A. All around the chain of lakes and going 
up the west shore of Lake Michigan — Racine, Milwaukee, Sheboygan, Manitowoc, 
Ashland, Duluth, Tonawanda, Erie, Ashtabula, and Toledo. The four winter 
unions are in Milwaukee, Buffalo, Cleveland, and Chicago. 

Q. What becomes of the other unions in the winter time; do they ^o out of 
existence?— A. The offices are .‘dimply closed up and the men generally disappear. 
Tffiey go to other work through the winter. In those cases, as a general thing, the 
seamen look out for other employment and leave those x^orts during the winter, 
but they come back in the spring. There is no occasion really to keep those offices 
and places open. 

Q. Dothey keep cards in the union— working cards?— A. No; we have no work- 
ing cards. We just have official receipts for dues paid. 

Q. So that when they come back to those places again they come into the union 
without any difficulty?— A. Oh, yes; they jiay their dues during the winter just 
the same. A good many of them pay them up in the fall of the year, and a num- 
ber of them send their money by mail through the winter. Some pay up in the 


spring. 

Q. Have vou any benefit features connected with your union?— A. Yes; we 
have a death benefit and a shipwreck benefit, 

Q. Will you describe those?— A. The death benefit is payable to a 6 naonths’ 
member in good standing at the time of his death. The shipwreck benefit is paid 
to a member wiio has been shipwrecked, and is $30. The death benefit is $75. 

Q. I forgot to ask you the amount of dues in the local?— A. They are 50 cents a 
month. 


Q. (ByMr. Farquhar.) What is the initiation fee?— A. The initiation fee now 
qT Are you connected with the American Federation of Labor?— A. Yes; we 
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are connected with the American Federation of Labor through the International 
Seamen’s Union. 

Q. The International Seamen’s Union, is that an organization composed of lake 
seamen or does it take in ocean seamen?— A. It is composed of seamen on the 
Atlantic and the Pacific and on the lakes. 

Q. Does your local union pay a per capita tax to that organization?— A. The 
Lake Seamen’s Union pays a per capita tax. 

Q. How much of a tax is that?— A. That is 8 cents per month per member. 

Q. Out of the 50 cents dues?— A. Yes. 

Have you a strike fund?— A. No; we have just one general treasury for all 
piir])oses. Our association has only one treasury, and it is situated in Chicago, its 
liead(iiiarters. There is only one treasury for all purposes. 

Q. (By Mr. Kennkdy.) Does your union fix scales of wages?— A. Yes. 

1^. In conjunction with the employers?— A. We have up to the present not been 
recognized by the em])loyers in general, although for years we had been recognized 
by the schooner owners, but not as an organization— as individual vessel owners. 
The Lake Carriers’ Association, which is really the organization of the vessel 
owners on the lakes, has never recognized us. 

U. Then they fix the wages, and your union has no voice in naming the wages?— 
A. No. 

Q. Has it any influence in A. (Interrupting.) Oh, it has undoubtedly some 

influence. 

Q. In fixing wages, I mean.— A. In fixing wages. If they fixed the wages too 
low, the men probably would not sail tor them. 

Q. Can you tell us soiiKdhing by way of comparison of the skill of the sailor on 
the lakes at the present time with 10 years ago?— A. The men are not nearly of 
the same skill that they were 10 years ago. The class of men that sailed 10 years 
ago have left the lakes and quit sailing for other ditferent occupations, not being 
able to get marned and support a family. They generally go into some other 
calling— such, for instance, as bridge building or architectural iron work, or 
become gri])nien on street railroads. Others again have gone to farming; some 
do painting. 

C^. Does tins class of skill leave the lakes because these industries, like struc- 
tuial ironwork, are something of recent origin, or is it on account of harder con- 
ditions on the lakes?— A. Partly on account of harder conditions on the lakes, 
partly on account of the invasion of the steamboats, and jiartly because of wages 
‘.’oiiig down. 

You have in mind then the men on the .sailing vessels that you are speaking 
about?— A. Yes; they are the skilled men— the skilled seamen. 

O. What are the wages paid to skilled seamen on sailing vessels on the lakes 
to-day?- A. They started out at $1.50 la.st s])ring and wound up with $3.75. 
Those wages the Seamen’s Union has control of, and the vessel owners have abso- 
lutely no say in that. The seamen hold their meetings and pass resolutions to 
raise the wages, dating back from a certain date, and those vessels that could 
not pay them, of course, would not get any men as a general thing. The men 
would keep in employment, and the wages would take effect all right as a general 
thing.. 

Q. Are you familiar with the rates of wages of 10 years ago?— A. Yes. The 
wages 10 years ago were somewhat better; say in the year 1890, the wages wound 
up at $4.50 a day in the fall. 

Q. What were they 4 years ago or 5 years ago?— A. Five years ago — in 1895 — 
they wound up at $2.50 or $2 a day— about that. 

Q. Better wages than those of to-day?— A. No; about the same. 

Q. About the same?— A. At the close of navigation they were earning those 
wages, starting out in the spring with $1.50. The wages at the close of naviga- 
tion were $2 and $2.50. 

Do not good times and hard times have any influence in the pay of seamen 
on the lakes?— A. Oh, yes. For in-stance, a year ago last fall the wages in schoon- 
ers on Lake Michigan were $8 a day. There was practically half a dollar a day 
l)aid more for that season than this one, being a very good season for light vessels— 
schooners. 

Q. Do you care to say anything about the nationality of the men employed on 
our sailing vessels on the lakes?— A. The majority of the men employed on the 
sailing vessels are Scandinavians. 

Q. About what percentage of them are Scandinavians?— A. Of those employed 
on the schooners— about 60 per cent. 

Q. What are the others?— A. They are divided up into other nationalities— some 
Americans, some Irish, some English, and some German. 

16a 26 
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Q. About what percentage were American8?-“A. I should say about 10 per cent. 

Q. Can you say why there was such a large percentage of Scandinavians and 
other foreigners and such a small percentage of Americans in the trade on the 
lakes?— A. That is due a great deal to the hardships. The Scandinavian race, as a 
general thing, take to the water. Most all Scandinavians are seamen and are used 
to the sea, more or less. Scandinavia is not an agricultural country, but a fishing 
and sailing country, and they are a hardy lot of people. The work on the .sailing 
vessels being of the hardest kind, why they were most adapted to it, and stayed 
with it to a greater extent than other nationalitie.s did. 

Q. Had they come to America purposely to go into the seafaring business?— A. 
Yes. Many of them heard of the wages paid on our lakes in these good years and, 
of course, they would come over. The larger portion, of course, came over in the 
Scandinavian vessels to the United States and left them for some reason or other 
and drifted up to the lakes. The vessel owners always have agents down on salt 
water, and in that way induce a number to come up to the lakes. 

Q. Do many of that nationality go into the United States Navy?— A. Yes; quite 
a number. 

Q. Are the wages paid by the Glovemment and the conditions in the Navy 
attractive to them?— A. Yes. 

Q. How does the present number on the lakes compare with 10 years ago?— A. 
There were a good many more then according to the tonnage than there are now. 
The tonnage was different. There are a good many more seamen employed on 
the lakes now, but the difference of 10 years ago and to-day is prin(‘ii)ally in the 
skill of the men employed. 

Q. (By Mr. Farquhar.) You mean the difference between the sail and the 
steam tonnage?— A. I mean that the tonnage on the lakes has increased consider- 
ably during the 10 years, but the manning of that tonnage has decreased. There 
is not an equal number of seamen employed now in any capacity on the lakes that 
there was ten years ago. 

Q. (By Mr. Kennedy.) That is on account of the steam vessels coming in?— A. 
Yes; that has shortened down the crews in every respect. 

Q. Do you desire to speak about the manner of employment of the men in the 
sailing vessels on the lake?— A. Yes. In the old line schooners there was never 
any signing of articles. Captain and men' met, and they would engage for the 
going wages for a certain trip, come back, get their pay, and leave the vessel. On 
the steamers of to-day the men are hired by the month, subject, of course, to dis- 
charge at any time. 

Q. About how many months’ employment in the year will the sailors have- 
seamen, as you call them?— A. Between 7 and 8 months. 

Q. How much money can a seaman make during that time?— A. That depends 
on what capacity he would be in. There are different capacities. In manning a 
schooner he would make about $300 for the season. 

Q. You might sneak of all the different capacities and the wages.— A. The 
wages on the lakes last summer were for wheelsmen and watchmen per month. 
That was an increase of about $10 over the previous year. The wages of the deck 
hand have increased from an average of $15 to an average of about $20 per 
month. The deck hand has really taken the place of the sailor, and the wheels- 
men and watchmen are really petty officers. Cfomparing the deck hand ’s condition 
with the sailor’s of 10 years ago it has retrogi-aded tremendously. A self- 
respecting person would not m^e a pas.sage, or a self-respecting sailor would 
not under any consideration make a passage as a deck hand on one of these 
steamers of to-day. They are so abused, they are used so hard, and their wages 
are so low that it is only the worst class of people’, that are hard up and stranded 
in seaports, that take those places. That is the man that is really taking the 
place of the sailor of 10 years ago. He is not skilled. He may be a shoemaker 
or a tailor, or any other sort of tradesman; so lon^ as he is stranded in a seaport 
and nearly starved he is plenty good enough. They would take him aboard, 
work him all kinds of hours, and at an average rate of $15 or $20 a month by the 
season. Of course they never stay at it, they simply go and hire out to the boat, 
and when they find the conditions there— they are even too hard for them, and 
they generally get off at the next place. They strike, forfeiting their wages in 
most cases. 

Q. (By Mr. Kennedy.) Are any of the members of your union employed on 
these steam vessels?— A. Yes, quite a number; but the majority of them are 
wheelmen and watchmen. 

Q. Any deck hands?— A. Deck hands, we usually do not take in. In some 

{ )laces the conditions of deck hands are better than this. For instance, on the 
ine boats — the Western Line, the Erie Line, and the Anchor Line. As a general 
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thing in many instances they go to the poorhouse in Buffalo and get their crews, 
fill their crews of deck hands out of those places. If they can bring them back to 
Buffalo, in most cases they are so broken up by hard usuage that they have to go 
back to che poorhouse. They make a trip a week, aud at $30 a month of course 
they could not have much money. 

Q. Most of the members of your union are employed, I understand, on the sail- 
ing vessels?— A. No; the majority is employed on steamers, as wheelsmen and 
watchmen. 

Q. Are you endeavoring all the time to organize these deck hands?— A, No; we 
do not try very hard to organize these men, though at the same time we see it is 
the only way to better their condition and lift them up. There is no help from 
legislation; organization is the only thing that we can see that will better their 
condition and get a better class of nlon on those boats. If we could organize them 
thoroughly and get them reasonable hours of labor at first, and probably a little 
more wages, that would improve the personnel of them, and be the means of secur- 
ing young fellows wanting to go to sea from the farm, for instance. If it was 
respectable they would follow the sea for a little time and get interested in a sea- 
faring life and get advanced to watchmen and to wheelsmen, for instance. 

O. Bo you regulate the hours of working on the vessels?— A. Where we have 
had control we have regulated the hours of work. 

Q. What is the number of hours?— A. Twelve hours. 

Q. Twelve hours a day?— A. Yes; overtime for extra work at loading. 

Q. How many hours a day do these seamen work who are not in the union?— 
A. That would be on the .steamers, because all the men on the schooners are in 
the union, practically all. 

Q. The unorganized deck hands, how many hours do they work? You say 
where you control they work 12 hours.— A. I mean the schooner when Isay “ con- 
trolled.” We have organized the men on the steamboats, but it was only done last 
summer, and we have really not got control there yet. Those men work as much 
as 110 hours at a stretch; work 21 hours at all kinds of labor on the deck, and then 
take and steer C hours after that. There are many instances of that kind. 

Q. Then how many hours rest?— A. No rest ill this 00 hours. Then 6 hours’ 
rest, and again 0 hours at the wheel. Take a boat going from Buffalo with coal, 
going into Milwaukee to unload. She gets in there in the moniing, gets unloaded 
that day and leaves for Chicago, a run of about 5 or 6 hours. Then, when 
she gets to Chicago, they have, of course, to make ready for loading. All this 
time all hands are on deck, and there is no getting below until the boat is loaded 
and out on the lake. Then the man first at the wheel— say they loaded at 6 o’clock 
in the evening— would be on from 6 to 12. After being up 24 hours he takes the 
wheel and steers 0 hours consecutively. 

Q, (By Mr. Faik^uhau.) Then, what is his rest after that; from 13 to 6 in the 
moniing?— A. Yes. 

Then does he take the full time again?— A. No; he is out on the lake, and 
gets watch and watch— (i hours on and (5 hours off. 

Q. (By Mr. Kennedy.) He works 12 hours a day then?— A. Works 13 hours a 
day. 

Q, (By Mr. Litchman.) Is that what you meant by 12 hours a day on schoon- 
ers'?— A. Yes; that is 12 hours a day on schooners. Whilst loading in most of the 
lake ports, on the schooners they work the longshoreman’s day, which in most 
cases is 10 and 11 hours. Then, of course, the .sailor before he gets to work in the 
morning has to move the vessel and make the vc.ssel fast, pump her out if she 
leaks any, and at the noon hour the same way; and after they quit at 6 o’clock 
and the longshoreman gets through, the sailor makes the vessel fast again aud 
pumps her out. 

Q. (By Mr. Farquhar.) Is he supposed to help in the discharge of cargo?— A. 
Oil 1 hese schooners he loads the vessel. He does all the shifting of cargo in many 
places. 

Q. (By Mr. Kennedy.) Do you desire to say anything about the necessity for 
regulations regarding the efficiency of crews and the manning of the vessels?— 
A. Yes; that is one of the main things I want to speak about. As I said, the 
deck hand has taken the place of the seaman of 10 years ago. His conditions are 
such that there are practically no seamen in that branch of the service. He is 
the poor felloV who gets out of work in some other line, and adopts it as a make- 
shift and never follows it long enough to make a seaman of him. 

Q. I would like to understand what you mean by seaman? You mean a man 
who would be an efficient sailor on a sailing vessel?— A. No, not necessarily a 
sailing vessel. I mean an efficient seaman, a man who could do his work well, 
know enough to launch and row a boat, swing the vessel around, fire drill, etc. 
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Of course the standard of the Navy, which used to be taken to judge the skill of 
seamen, is getting pretty strong now; that is, for the present-day seaman. It was 
all right for the men on the lakes 10 years ago. Then about DO per cent of the 
men sailing could pass that examination as to their skill; but at present, of course, 
there are not as manv, that is, taking all the men, steamboat as well as sail, on 
the lakes to-day. I do not suppose there are over 3,000 men on the lakes that 
could pass that examination. 

Q. (By Mr. Kennedy.) Is it your desire that they should be able to surpass 
that standard or to come up to the standard set by the United States Navy?— A. 
No; it is our desire to get some legislation providing that a vessel of so many tons 
burden .shall carry so many efficient seamen, and then give the seamen a certifi- 
cate of efficiency, which every other country does at the present time. 

Q. Gives a certificate from a government commis.sion or official?— A. A govern- 
ment official in connection, say, with the custom-house. These customs-housti 
officials are in very near every lake port, and it is done in other countries without 
very miu'h inconvenience. It is very necessary that it be done on the lakes. 

Q. How would a government official become possessed of the knowledge that 
a man was an efficient .seaman and be able to give him .such a certificate?— A . In 
the first place, in starting that sort of an office, he would have largely to take the 
w(^rd of the man or else give him an examination in sf'amanship before issuing 
the certificate. After that when a new man came into the office he could give 
him a certificate showing he commenced sailing such a date, and after a year or 
so of service raise him a notch. If he starts in as a landsman, a year or so of 
service, if he is any wav.s bright, makes him an ordinary seaman; another year 
or two makes him an able seaman. That is the way they are regulated in Ger- 
many and also in Great Britain. 

Q. Would a certificate of membership in your union be sufficient certificate in 
regard to the man's efficiency?— A. From our point of view it certainly would, 
but I do not know what the vessel owner would say about that. 

Q. Are all the members of your union what you call efficient seamen?— A. They 
are examined in seamanship and given a certificate of the capacity in which they 
can serve. 

Q. Examined by whom?— A. By the offic.er in charge generally of the office 
where the man joins. 

Q. Officer of the union?— A. Y(‘s. 

Q. Have you anything to say about overloading of vessels on the lakes?— A. It 
is a well-known fact among the sailoi-s that it occurs very frequently, and no 
doubt disasters have taken place through that practice. 

Q. You say ’‘no doubt.” Do you know whether that is the case or not?— A. 
Yes, I do know; in fact every .sailor on the lakes knows it. While I could not 
mention any special ca.se, I have a little clipping here on this subject (reading) : 

“Capt. Henry Leisk, master of the steamer P. ./. Ralph has written a letter 
charging that there is reckless overloading in the iron-ore trade. The letter 
says: 

‘“I want to sound a note of warning to vessel owners, cargo owners, and insur- 
ers that if the overloading of small ve.s.s(‘ls with iron ore continues as at present 
(and I must say here that in 9 ca.ses out of 10 the master is not to blame), when 
the fall stonns set in the record of disasters, accompanied by loss of life and prop- 
erty, will far exceed any previous year.’ 

‘‘Captain Leisk is explicit, and mentions the Mesaba and Northern docks at 
Duluth. He continues: ‘A master of a vessel who asks for a car or two of ore, or a 
part of a packet, which is invariably necea.sary to put his vessel in trim, and con- 
sequently put her in a seaworthy condition, he is branded as a fool. He is gen- 
erally given to understand that he must either take a full packet or go with what 
he has got. This means that he must either go to sea with his vessel out of trim, 
or else go 100 tons short of his load, or 100 tons more or less over and above what 
his vessel can safely carry. This has been my experience with the Ralph on two 
occasions when loading at the Mesaba and Northern docks at Duluth. June 211, 
when I found my vessel several inches deeper forward than I had intended she 
should be, I told the person in charge of the packet that I could take no more, but 
he insisted on my taking the remaining portion, and he threatened to run it on 
the deck of the ve8.sel. I then ordered the lines cast off, and the vessel pushed off 
from the dock. Then you should have heard the tirade of abuse which was 
showered on my head. 

“ ‘About an hour later they heavily loaded the schooner Interlaken. When her 
captain protested against being overloaded, he was told to throw it overboard 
when he got outside. Then, during the night, they dumped 180 tons into the 
forward hatch of the barge Harold, and left her 2 feet by the head, and with 146 
tons of ore on board m excess of any previous load, 
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“ ‘About a week ago Mr. Treveraims boasted of his dock as breaking all former 
records of oreloading. Did he mention the conditions in which these vessels left 
the dock, and whether the masters were seaworthy or not?' " 

Q. Is not the complaint in regard to overloading principally as to the vessels in 
the ore trade?— A. Principally, because the cargo of ore is so much heavier than 
other cargoes. A good many ves.sels fill up with other cargoes and are not over- 
loaded. This is the smaller class of ve.ssels he speaks of not loading down to 18 
feet, because tho.se which can load to 18 feet or more could not load any deeper if 
they wanted to because of the depth of water in the river. 

Q. Do they violate aTiy law in overloading vessels?— A. There is no law at i)res- 
ent in regard to overloading vessels. 

^ Q- (By Mr. Farquhar.) Is there not a free-board law on the lakes, a United 
States law on free board? — A. Not that I am aware of. 

^ C^. Don’t the insurance companies in.sure under a free-board law of the United 
States?— A. Tlie insurance companies do, but I do not think it is a United States 
law. 

Q- (By Mr. Kennedy.) Have you recommended any law upon this subject?— A. 
We have not recomniendod any on overloading. We have done no more than to 
protest sometimes. We have done that quite often. It is such a hard matter to 
get anyone to take up any legislation like that. 

Q. (By Mr. Farquhar.) Can you get the cooperation of the insurance com- 
panies in a case of that kind? — A. The competition among insurance companies 
IS so keen on the lakes they are glad enough to get the ri.sk and say nothing. 

Q. (By Mr. A. L. Harris.) Who owns these ore boats? — A. Tin ‘y are owned 
by different parties all along the lakes. 

Q. They ai(' not owned by any large companies, .steel companies? — A. Yes: oh, 
yes: some of them are, but the boats which the large steid companies own are 
the large class of boats. 

Q. (By Mr. Kennedy.) Do th<‘y overload thc.se boats? — A, No; they could not 
overload them because they can not load them down more than there is water in 
the rivers where they have to cross. 

Q. It is the small boats then?— A. The .smaller cla.ss of boats is where the over- 
loading takes place— tho.se drawing no more than 16 feet. 

Q. They are undermanned, too?— A. Yes; they are undermanned. I have here 
several specific ca.se.s of differmit clas.ses of boats, which show the manning of 
these vessels. Here is the barge Avatralid, belonging to the Corrigan Steamship 
Company, of Cleveland. She has 1 mate, 4 deck hands, 2 wheelsmen, 1 engineer, 

1 cook, 1 lifeboat. Now. on that boat there are only 8 seamen ont.side of the cap- 
tain-that is, competent men. They paid these 4 (Wk hands $25 per month last 
season, and the season before that they paid them $20. 

Q. How many seamen should there be? — A. There .should be at least that many 
conipetent men. The crew as it stands now is 10 men. That is a very small crew 
of competent men. 

(ql- There are only 8 competent men?— A. Only 4 out.side of the captain. This 
tow barge is 8,745 gi’oss tons. She is one of the hu gest. It will carry about 6 000 
tons of ore. ’ 


what the crew of that barge could have done with that 
vessel It It had broken loose from its tow?— A. It would have depended on the 
8 men to make the canvas on that boat, hoi.st the sail, and while doing that and 
getting anchors ready they would be in close cpiarters. Jt is practically impossi- 
ble tor 3 men to do that because in case of a break adrift, the 4 deck hands would 
be practicahy useless, even if they could do a little plain everyday work in fine 
weather. When a tow barge breaks adrift it is usually bad weather. These men 
then become useless because they are not seamen, and most men generallv set 
seasick at their first experience in bad weather. ^ ^ 

Q* is totally inadequate to man that vessel in an emergenev 

of that kind?— A. It IS absolutely. ^ ^ 

Q. (By Mr. Farquhar.) How is it in fair weather?— A. They manage to get 
along by working the deck hands all hours and giving watch and watch out in 
the lake, but in the port they have to be on deck from the time they get in until 
they get out again. * 

Q. You would say that a boat with that number is shorthanded, anyway fair 
weather or foul?— A. It is shorthanded, undoubtedly. ^ 

customary to stay 6 hours at wheel in any other 
part of the world?— A. Not customary in any place I know of. 

Q. What is the custom elsewhere?— A. Two hours. 

Q. Two on, and how many off?— A. Four off. 
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C^. The strain is very ^reat on a man’s nervous system— 6 at the wheel?— A. It 
is simply impossible— it is beyond human endurance for a man to steer 6 hours at 
a stretch after working 24 or 30 hours continuously. It is an absolute impossi- 
bility. The strongest man could not stand it. In this vessel the committee tells 
me they loaded 24 hours. They got off easy. The tow barge John Smeaton, Bes- 
semer Steamship Company, is manned somewhat different. She carries 2 mates, 
8 sailors, 1 fireman, 1 engineer, 1 cook. There are 3 more competent men aboard 
this barge. She dispenses with the deck hand altogether. The deck hand on this 
class of barges is an innovation altogether. It is another new reduction. 

Q. (By Mr. Farquhar.) Rather it is a displacement of an active seaman for a 
decK hand?— A. Yes. It shows what can be done in a few years. That boat was 
built in 1897, 3 years ago. These things are inaugurated and people do not know 
them as a general thing. It goes right on, with one reduction after another until 
we get down to the present. 

(J. (By Mr. Kennedy.) I would like to ask, before you proceed further, about 
this undermanning and overloading; is it an evil that exists principally in vessels 
owned by private individuals and not in vessels owned by large coiporations?— A. 
Yes. 

Q. Are they generally sufficiently manned and not overloaded?— A. Oh, no; 
they are no+ sufficiently manin>d, but on account of their being so large they can 
not load them down to their real capacity on account of the draft of water in the 
Detroit River. 

Q. How does the manning on those v(vssels compare with the manning of the 
privately owned vessels?— A. The manning is bad in both cases— about the same. 

Q. You can think of no difference in the manning then?— A. No. I can not 
see any difference, except that I know of a boat that was chartered by the West- 
ern Company— the New York Central and Hudson River Company, commonly 
known as the Western line. When she was with them they put 2 new men on, 
and when the charter ran out and sh(‘ went back the 2 men were taken off. That 
would show that the boats running between Buffalo and Chicago are somewhat 
better manned than the general run of freight boats. This barge {John Smeaton) 
is 5,049 gross tonnage, one of the largest on the lakes. She carries 2 mates, 3 
sailors, 1 fireman, I engineer, and I coolc. They lose 30 hours when loading, and 
when at sea the crew ^et 6 hours on and 0 off. Now the manning of this boat is 
cut down so that it is ridiculous. Of course they depend on fine weatljer and 
they are well insured; also there are plenty more deck hands. The vessel owner 
really runs no risk. 

I also call attention to the case of the steamer Cadillac, of the Cliffs Iron Com- 
pany, of Cleveland. She is 1,263 tons register, carries 2 mates, 2 wheelsmen, 2 
watchmen, 1 deckhand on deck and 2 deck hands passing coal, 2 engineers, 1 oiler, 
2 firemen, 2 cooks. The mate has to be forward keeping a lookout, as a general 
thing, though that is the watchman’s ])lace; but the watchman has no time for 
that as he has to be doing some work around the deck. So whenever the least 
thing out of the ordinary occurs all hands are called up on deck, 

Q. Speaking of the barges, what, in your opinion, would be the result if one of 
them should break its tow in bad weather?— A. Not having men enough to make 
the sails, the tow would .simply have to drift imd go on the beach unless it drifted 
to some place where there was holding ground for the anchor; but there are so 
many places where there are rocks and where there is no chance to anchor that 
they would simply go on the beach and break up. 

Q. Does it happen that the boats break their tow and are wrecked as a result of 
unaermanning?— A. Yes; very frequently. 

Q. Can you give an instance of that?— A. I do not know that I can remember 
any just now. The date and the name of the boat and everything like that I can 
not place just now. 

Now. here is a smaller class of barge, the Grace Holland, 629 tons, length 189, 
beam 38, built 1880. It seems that the cutting down of crews has been mostly 
done in the newer vessels. Once a vessel gets established with a certain crew, it 
is not so easy to cut the crew down, as the men will not, as a general thing, stand 
for it; but as they bring out a new vessel that is the easiest time to get it char- 
tered out on a good economic pnnciple. The Grace Holland has 4 sailors. If 
these other vessels are manned right, this one must be overmanned. She must 
be very extravagant when she is only 629 tons, and one I told you about with 
over 5,000 tons is not so well manned. There were 3 seamen aboard that one, and 
this one has 7 seamen aboard her. 

Here is the steamer Coralia, an iron steamer of 4,830 ^oss tons. She has 2 
mates, 2 wheelsmen, 2 watchmen, 2 deck hands on deck, and 4 coal passers. 
They paid these deck hands $25 a month last year. Now the deck hands that 
pass coal get 6 hours on and 6 hours off, there being 4 coal passers. Two of them 
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work 6 hours, and then the other two take the watch; and in case one of the fire- 
men gets overheated or overworked, one of these men has to take his place. They 
do not go on deck unless something extraordinary happens. There are 2 deck 
hands to work on deck. In some instances they are worked on the lake from 
daylight to dark; in other instances they get watch and watcL But when the 
vessel comes into port, and while in port, these deck hands assist on deck and 
work until the vessel goes out of port, unless there is some extraordinary delay. 
Tliey would keep them on deck 3 days at a stretch. 

Q. How many efficient seamen on that vessel? — A. On this one there would be 
7, counting the captain. 

Q. How many should there be?— A. There should be at least 14; and that is a 
conservative estimate. 

The steamer Republie of the Republic Iron Works has 2 mates, 2 wheelsmen, 
3 watchmen, 1 deckhand on deck, and 8 deckhands on coal watch, passing coal. 
In this one there are 7 seamen. Two engineers, 1 oiler, 1 fireman, each holding 
the boat 8 hours on and 8 off. As a general thing they work 6 on and 6 off. The 
same is true as to the wheelsmen and watchmen. 

Q. Is that the custom on the ocean or in the coastwise trade? — A. The British 
commission on the manning of vessels, in their report to Parliament, state in their 
report that it is an utter physical impossibility for a man to steer a vessel as she 
ought to be steered longer than 2 hours at one time. 

Q. Is there a law of Parliament prohibiting the employment of English sailors 
in that capacity foria longer period than 2 Uours?— A. No; I do not think there is. 

Q. But it is the custom in the mer.;hant marine?— A. Just the custom. There 
is no law. 


The steamer Maricopa, of the Minnesota Steamship Company, has 2 mates, 2 
wheelsmen, 3 watchmen, no deckhand on deck. 4 deckhands on coal watch. She 
has done away even with the 1 deckhand on deck. She has 7 seamen, and ought 
to have 14. While loading they were 24 hours on deck. 

Tow barge Carrington, of the Pittsburg Steamship Company: Two mates, 2 
wheelsmen, 8 deckhands on deck and 1 deckhand who takes the fireman’s place ; 

1 engineer and 1 cook. They were 24 hours on deck at a stretch on that vessel. 
Tonnage 3,180 gross. There are 7 competent seamen on her; should be 14. 

Steamer limine Me: Two mates, 2 wheelsmen, 2 watchmen, 1 deckhand on 
deck, and 4 deckhands pas.sing coal. Tonnage 4.578 gross. When out on the lake 
they get 6 hours on and 6 off. Competent men aboard 7; there should be 14. 
Steamer Onoko, P. J. Minch Company, iron steamer: Two mates, 3 wheelsmen, 

2 watchmen, 1 deckhand on deck, and 3 coalpassers. Tonnage 2,164 gross. They 
work 24 hours at a stretch on that vessel. Seven competent men; should be 14. 

Steamer Massachunetts, J. C. Gilchrist Transit Company: Two mates, 2 wheels- 
men, 2 watchmen. 2 deckhands on coal watch with no deckhand on deck. Ton- 
nage 1,415. Seven competent men; should have 14. 

Q. Where did you get this data, Mr. Penje?— A. I got this from the men in the 
different places all around the lakes. 

Q. From the officers of your union?— A. Members of the organization, in con- 
junction with officers. 


Q. Some of them aboard these vessels?— A. Yes; some of them sailing right in 
the vessels. The 8 men that got this testimony are in Cleveland, in the habit 
of sailing in these vessels, and know the conditions thoroughly. The statement is 
signed by the 3 men. 

Now , I want to call the Commission’s attention to one of the modern tow barges 
me Australia of the Corrigan fleet. She carries 1 mate, 1 cook, 2 wheelsmen, 8 
deckhands. There are only 4 competent men aboard that vessel— competent 
seamen. That is 8 less than a barge of a little over 600 tonnage should have, 
and she IS 8,467 tonnage. This is a modem tow barge, one of the latest out. 

Here is the steamer Northwest, one of the fancy passenger steamers— one of the 
finest on the Lakes. The Northwest and Nwthland run between Buffalo and 
bupenor for 8 or 4 months in the summer season, carrying passengers. This 
boat 18 allowed to carry 300 or 400 passengers— 400 or less. She has 8 mates 1 
captam, 12 seamen— what they call seamen. Last year they paid $35 a month, 
and the year before they paid $25. That is $5 more than the deckhands get 
They are not competent men. They are called seamen, and they put a uniform 
on them so that a passenger does not know the difference. They look like seamen 
with the blue uniform, but on account of the low wages and the failure to dis- 
criminate at all, one-half of them are not seamen and could not save themselves 
let alone saying a passenger in time of distress. That is a well-known fact. She 
carnes 13 of ^ese men. There are also 1 boatswain, 1 boatswain’s mate, 1 car- 
^nter, 4 quartermasters, and 3 lookout men. All told, there are 26 supposed-to-be 
seamen aboard of her. That number is too smaU for vessels of that cLis if they 
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were all competent men, hut half of the so-called seamen not being seamen at all, 
the force is entirely inadequate. 

Q. You spoke a whiJe ago of the disasters on the lakes being attributable to 
overloading and undermanning. Have you any data in regard to the wrecks or 
disasters’on the lakes for any recent period— a period of a year or so?— A. I believe 
there were 110 last year. 

Q. Have you any compilation of facts as to the causes of these wrecks?— A. 
The causes are so very hard to obtain, because as a rule they are insurance cases, 
and the men are either controlled by the vessel owners or the insurance compa- 
nies, and there can be nothing got out of them as to the real facts. It is only in 
very extraordinary cases where the evidence really gets to the public. If it is a 
case of lawsuit they may get at it; but it drags along for years, until the case gets 
out of the mind of the public. 

Q. I suppose a majority of them were disasters that would occur, perhaps, no 
matter how efficiently a vessel were manned.— A, No; I think the majority of the 
disasters last year were collisions in the Detroit River. 

Q. Caused by bad steering?— A. By steering in some instances, no doubt; and also 
by going too fast, notwithstanding there are rules regulating the speed, and by 
wheel chains breaking, steering geiir getting disabled, etc. But with a sufficient 
crew aboard most accidents could be avoided. A steamer in the Detroit River 
should have 2 men standing at the hand steering gear all the time, so as to be 
ready in case the steam gearing gave out to steer the vessel properly; but on 
account of the smallness of the crew it is impossible to spare 2 men for that pur- 
pose, because they have only 1 steersman on deck and he is steering with the 
steam stearing gear. I think some vessels have a provision to shift quickly from 
the steam to tlie hand .stearing gear, but it takes too long, and the river being so 
narrow— only 80 feet wide in some places- and with vessels passing each other all 
the time, it can not be avoided unless there are 2 men standing at the hand steer- 
ing gear all the time; but, of course, they have not crew enough for that. 

There were running out of Chicago during the winter 2 lines of passenger 
steamers, the Goodrich Line and the Berry Line. On the Berry Line on the City 
of Vermont they pay their wheelmen in the winter time $20 per month; theiV 
watchmen they pay $10 per month. They carry pa.ssengers all winter. They 
carry 2 mates, 2 wheelmen, 2 watchmen, and they pay the wheelmen $20 and the 
watchmen $10 a month. Of course it is winter time, but the idea of getting com- 
petent men for that wage, men that can be relied on, is wholly out Of the (lues- 
tion. In the summer time the boats carry 2 wheelmen and 2 watchmen, ana the 
wheelmen get $30 and the watchmen $25. They carry 2 lookout men, at $25, and 
5 so-called sailors, at $30 per month. 

Q. (By. Mr. Litchman.) Do I understand you to say most of these men are 
single men?— A. They have of nece.ssity to be single, because they do not get 
wages enough to keep a wife and family on. If they sailed all the year round 
there might be a possibility for them to make both ends meet, but the 8ea.son is 
only 7 or 8 months long and they could not keep a wife and family. 

Q. Do you know whether among them there are any who can save anything 
out of those meager wages?— A. Yes; there are men who save money out of those 
wages even, by being economical, of course, and trying to get something else to 
do immediately in vacation seasons. 

Q. (By Mr. Kennedy.) Have you been a sailor on the ocean?— A. Yes. 

Q. Are you familiar with the conditions with regard to wages and hours and 
other discipline on the ocean as well as on the lakes?— A. Yes. I commenced to 
sail, when 1 was 15 years old, in the small German vessels, and sailed there until 
I got to be an ordinary seaman, when, through my apprentices^, I shipped in 
an English vessel. I made one voyage around Cape Horn to the ‘W^est Coast and 
back, and got an able seaman s discharge and got promoted. I had sailed then 3 
years altogether. 

Q. I want to ask you what is the condition with respect to wages, discipline, 
hours, etc., of the American seamen on the lakes and on the ocean?— A. The con- 
ditions in the coastwise trade on the Atlantic coast I presume you want. The 
men generally get watch and watch, and there are none but competent men in 
that trade. In the vessels in which I was employed I never saw them try to ship 
incompetent men. They would not have them in those vessels. If an incompe- 
tent man happened to ship, they would find it out and he would have to leave 
immediately. 

Q. What about wages?— A. The wages were generally what the shipping master 
made them. The seamen were not organized when. 1 was sailing there, and of 
course had no voice in the matter, 

Q. How did their wages compare with the wages on the lakes at that time?— 
A. The poorest wages on the coast at that time were $20 a month 
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Q. What were they on the lakes?— A. Of course, at that time they were a great 
(leal better. 

Q. Do yon know the wages in the coastwise trade at the present time?— A. On 
the Pacific coast, §45; on the Atlantic, from $25 to $35 a month. 

Q. What is the liighest on the lakes?— A. For sailors, that is the deck hand, the 
highest is $35 a month on the passenger boats. 

Q. As against $45 on the Pacific?— A. Yes. 

0- What is your opinion as to the relative condition of the seamen in the coast- 
wise trade and those on the lakes at the present time?— A. The condition of the 
seamen in the coastwise trade is far better. 

(^. Why is that so?— A. Because they are not worked so many hours, as I have 
told you in my testimony, 30 hours at a stretch. They do not ask a man to do that 
on tlie coast. The men would lu’obably not do it if they weie asked. They are 
seamen and these are not. 

Q. {By Mr. Litchman.) On the (‘oast the loading is done l)y longshoremen?— A. 
Principally. 

Q. And the seamen .simply .sail the vessel and do not take any pai’t in the load- 
ing and unloading?— A. As a lule, they do not. There ai-e t'xceptional cases 
wlu're they as.sist: I have done it. 

Q. (By Mr. A. L. Hahris.) How are .sailors provided as to rations?— A. Very 
poorly. On the.se line boats, 7 c('nls a meal is allowed. That is. for all hands 
aboard the b(jat. They make a contract with a supply agent, not a grocer or 
butcher, but a sort of middle man between the grocer and butclu'r and other 
slort's, and he supplies the vessels at 7 (amts a meal. He ])uts just (m(3ugh aboard 
a ve.ss(d to make the week's trip. They know the sidiednle— how long it takes tho 
vessel to make the triji. But if a ve.ssel happens to run up against bad weather 
and is two days overdue, everybody goes hungry. The wheelsim'ii and watch- 
meii. who are petty officers, an* treated s(unewbat better than the deck hands; 
but of c(jur.se, paying 7 cents a im^al, they can not exjiect the very best fare. 

Q. What does the fare consist of?— A. General every-day fan^— notbing especial; 
just ev<'i'y-day grub— meat, potatoes, vegetabl(\s, and cott'ee or tea. 

Q Do they sit down to the table or does each one go and get what he wants?— 
A. In regard to the de(*k hands, the fo(>d is put in a bowl and handed to them, 
and the first come is the fir.st served, as a general thing. 

C^. That is, for the lakes?— A. Yes. 

Q, How is it for the coastwise trade— any better?— A. The coastwise trade in 
that respect is every bit as gi'od as the lakes. The (jrews, of course, eat in the 
forecastle. The food in a good many instances is not any too good, but there is a 
law now that provides for so much food for the men. 

C^. Is that law complied with?— A. No; it is not gimerally complied with, It is 
not generally enforced. It is a new law, and, of course, having the law on the 
statute books does not put it in (Operation, as a general thing, anti the men being 
somewhat kept down anyway, they very often fail to assert their rights. If they 
do a.s.sert them, they are regarded as kickers, and so, as a general thing, the sailor 
in that respect gets the worst of it. 

Q. The law is easily evaded?— A. Yes. 

Q. How many meals are .served?— A. Three meals a day. 

Cj. (By Mr, Kenmkdy.) You .said something about the accommodations or the 
facilities for the deck hands, officers, firemen, etc.?— A. The accommodations for 
the deck hands are of the very poorest, and, of course, as they are not self -asserting, 
it naturally follows that the surrounclings are bad. Those pick-ups that they get, 
they are not clean theiiLselves, and it would be impossible to keep the place clean. 
Indeed, there is no effort to keep the place clean; in fact, if they were to ke.ep 
clean, they would not have time for passing coal fi hours and then get 6 hours off; 
a man drjes not feel like scrubbing up very much after such service. Their quar- 
ters are of tin* worst kind; their condition is horrible from all view points. 

Q. Is the law complied with in regard to .space which shall be allowed to each 
sailor?— A. As a general thing it is on new ve.s8el8. On some of the older vessels 
they have not the required .s])ace, and there is no complaint made about it, but in 
the newer class of ve.s8el5. they have space enough. Modern vessels have very 
nice rooms for quartermasters, watchmen, and officers— splenclid, some of them; 
but deck hands’ quarters and the firemen’s quarters, too, are away down in the 
fore part of the vessels and are anything but what can be desired. 

Q. Are the deck hands and other men aboard vessels generally well informed 
as to what they are entitled to under the law in regard to space, etc.?— A. Yes; 
they are generally well informed as to that. 

Q. (By A. L. Harris.) Y^ou say the accommodations are poor. "What does the 
boat provide in the way of bed clothing to keep the sailor comfortable?— A. It 
furnishes mattresses and cotton or calico quilts, but on account of the crowds 
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they carry in thofle large steamers, the deck hands’ places get so they are not fit 
for a human being to stay in. The competition, they claim, is responsible for 
that, when the fact is that the sailors’ wages aboard of those large carriers is one 
of the very smallest items there is in the expense. 

Q. (By Mr. Kennedy.) Who provides the bedding in the coastwise trade?— 
A. The sailor provides it himself. 

Q. In that respect, then, the sailors on the Lakes have an advantage over those 
in the coastwise trade?— A. They have an advantage; yes. 

Q. By Mr. Farquh ar. ) Are the quarters of the deck hands on the Lakes infested 
witn vermin?— A. They are, as a general thing. 

Q. How is it with the coastwise trade?— A. They are clean. 

Q. Yon have no boat infection in the coastwise trade in respect to cleanli- 
ness?— A. No; merely a different class of men. As a general thing, a thorough 
seaman keeps himself clean anyway. Yes; there is not a deck hanas’ quarter on 
any boat on the chain of lakes that is not full of vennin. 

Q. Has the dismantling of the regular schooners on the Lakes into barges caused 
a deterioration of the character of seamen? — A. No, it has not; not that. There 
are lots of those barges that still seem to carry 4 competent seamen, as they always 
did. 

Q. Nominally they did?— A. Well, they did practically, too. 

Q. (By Mr. Clarke.) Are not all the vessels on the Great Lakes square rigged?— 
A. There are a few, a very few left. Now they are square rigged on the foremast, 
that is all. 

Q. Are there any five or six masted schooners on the Lakes?— A, No; only three- 
masted schooners. 

Q. That is the largest?— A. Yes. They had a four-masted schooner, but she is 
a barge now, 

Q. Are there any power arrangements for hoisting sail?— A. Yes; the majority 
of the larger class of vessels carry what is known as the donkey,” a small engine 
for hoisting anchor, sail, and flush-down pump. 

Q. Are there any electric or other helps in steering by power?— A. Yes. There 
is the modern barge that has steam-steering gear, and some of them have an elec- 
tric motor, too, and furnish their own electric light, but the number is small. 

Q. When power is furnished for hoisting sail and for steering, and also for 
hoisting cargo, is it necessary to have so many deck hands as it was before power 
was supplied’?— A. There might be a little reduction made for steam power in the 
shape of a “ donkey ” aboard a vessel, shipped on some of the very modern vessels, 
but I have been in vessels where they have had steam “donkeys,” and just about 
the time it came freezing weather something happened to the “donkey,’’ and if 
there had not been a suflBcient crew aboard then it would have been just as bad, 
although on the modern ve.ssels they have other arrangements, so that now it is 
more perfect, in that they keep steam on the ‘ ‘ donkey ” in good shape, and I think 
some little allowance might be made as regards the number of the crew; but 
when there is a barge, a boat of 3,000 tons register, and with only 4 competent 
seamen— I believe there is one of 3,000 ton.s— that is too small a crew altogether. 

Q. As to the sleeping accommodations— are separate rooms furnished for the 
sailors and the deck hands’?— A. The deck hand is the sailor. The deck hand does 
not sleep with the petty officer and watchmen and wheelsmen. The watchmen 
and wheelsmen have a room by themselves. 

Q. How many usually occupy a room?— A. In most cases the wheelsmen have a 
room by themselves, and the watchmen and the deck hands have one room by 
themselves. 

Q. That is, how many will be in that room, as a rule?— A. There could not be 
very many; on most of those vessels there would be one there at a time. 

Q. Is there any reason why those rooms can not be kept in a sanitary and com- 
fortable condition and free from vermin?— A. It is not possible with the grade of 
men they carry, with the wages they pay, and the usage they give the men. A 
self-respecting man they could not keep there; he would not stay. One thing 
they have to do is to keep those men, and if the boat is clean one trip it would be 
in bad condition the very next passage. 

Q. If those rooms and beds were kept clean would the boats be able to attract 
a better class of men?— A. Not by keeping them clean alone; they would have to 
give them reasonable hours; then the keeping of the rooms clean might have 
some effect— in fact I know it would have an effect. 

Q. Don’t the masters of those vessels inspect the quarters of the sailors or deck 
hands?— A. Yes; but then the master knows it is a hopeless case, just as I am 
stating. He knows also how long the deck hand has worked, and he knows how 
long he has stayed on the vessel, and he knows in most cases it is just one passage; 
and he knows if he cleans it up that passage the next fellow he gets will only leave 
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it in as bad shape again. So, of course, they do as well as could be expecd-ed. It 
is not the inaster^s fault that he has got so short a crew. 

Q. Then, it is your opinion that an improvement in the quarters will depend 
lately upon the employment of a better class of men?— A. Yes. 

Q. That will depend upon better wages and hours?— A. Reasonable hours. 

O. Do the complaints which you have made in regard to badness of q^uarters 
and food, lowness of wages, and undermanning apply to the vessels owned by the 
steel companies and other large corporations doing their own transportation, or 
are they chiefly made against common carriers?— A. They are made against every 
steamer on the lakes. 

Q. (By Mr. A. L. Harris.) Is that condition improving or getting worse?— A. 
There is no chance for it to improve. 

Q. Not much chance to get worse?— A. Well, I do not know. 

Q. (By Mr. Kennedy.) Don’t they improve when they go into structural iron- 
work and bargework?— A. The man who is sailing now doesn't go there. He is 
not the kind of man that will do for that work. You see structural ironwork 
takes a calculating, nervy, cool-headed sort of a man like the old-time sailor used 
to be. 

Q. A large proportion engaged in that work are men who have followed the 
sea, are they not'?— A. Seventy-five per cent of them I believe: very nearly that. 

(^. And the grip men on the cars?— A. Quito a number of those are sailors, some 
police officers. Thev enter into all trades, but principally that of building bridges 
and doing structural ironwork. 

Q. It is the man who went to sea in the sailing vessels particularly who becomes 
qualified for that sort of work, is it not'?— A. Yes; the life of a sailor aboard sail- 
ing vessels trains a man to all practical work, gives him a steady nerve. If he 
can’t acquire that he won't become a good seaman even, and a man staying any 
length of time gets well (pialified to do work of that kind— work where a man has 
to think and work at the same time, and who changes from one condition to 
another quickly. 

Q. (Bv Mr. Farquhar.) Under a continuance of like conditions that you have 
now, will it be necf^ssary to recruit the seamen of the Lakes from immigrants?— 
A. No. 

Q. With all the foreigners engaged on the Lakes there now, how are you going 
to, under the present conditions, ever give employment to Americans in your 
service?— A. I do not say there are so many foreigners employed now; it was 10 
years ago I spoke of. 

Q. What is the proportion of foreigners now?— A. It is two-thirds. 

Q. Under the presimt conditions and with a continuance of the present condi- 
tions will you not be forced to recruit and bring the new men from immigrants; 
would not you be forced to go into the lowest class of foreign immigration to get 
your recruits on the Lakes?— A. I presume so; but if the conditions are changed, 
and I think they will be changed, for I can not think that we can continue the 
way we are, the young Americans will only be too glad and willing to go to sea and 
remain there, providing the conditions are so he can .support a wife and family 
and have reasonable treatment. 

Q. (By Mr. Kennedy.) You did say that 60 per cent of those employed on the 
lakes were Swedes and J^iandinavians, I believe. Now, you say you meant that 
statement for 10 years ago. Can you say what proportion of Scandinavians or 
Swedes are at work on the lakes now?— A. Well, I can not say the exact percent- 
age, but the Canadians are in the majority now. Then comes the Scandinavians, 
then the Americans. Now, the percentage would be, I presume, about 35 per 
cent. 

Q. ?By Mr. Clarke.) When you say Canadian does that ordinarily mean 
French Canadian?— A. No; I mean men bom in Canada of Scotch, or English, or 
any other parentage. 

Q. (By Mr. Kennedy.) Are Scandinavians coming in all the while to work on 
the lakes?— A. They do not come any more, hardly. 

Q. (By Mr. Farquhar.) They rather go to farming, don’t they?— A. Yes; 
they would go at almost anything else now, 

Q. (By Mr. A. L. Harris.) What is the wage of the American seaman com- 
pared with the Gbjrman seaman?— A. Taking the deck hand, that is the seaman, 
the German seaman’s wages are better; his wages are better. They buy four or 
five times as much, and his treatment can not be compared with that of these men. 

Q. (By Mr. Farquhar.) You speak of the lake now?— A. Yes. 

( 5 . (By Mr. A. L. Harris.) My question referred to the ocean.— A. Take it 
right through, I do not think there is very much difference. 

Q. (By luT . Litchman.) Which would you rather be. an able seaman on a 
German vessel or a deck hand on the lakes?— A. A German sailor. 
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Q. (By Mr. A. L. Harkis.) While you were learning your trade were you on 
the ocean at any time?— A. Yes; all the time. 

Q. Was that while you were in the German service?— A. In the German and 
English service, both. 

Q. What are the conditions in pay compared with the German service and the 
English service?— A. There is little difference between the German and English 
service, but it is made up in the buying power of the money of Germany and 
England. 

Q. Which gets the largest wages?— A. The English sailor: that is, the man 
sailing out of England, but if both of them siiil out of some other foreign ])ort 
the wages would be eipial. In the case of an Englishman sailing out of a German 
port along witli a German, the two would get the same wages. 

Q. (By Mr. Litchman.) State what the wages are, if you please, or were at that 
time.— A. At the time I shipped out of Hamburg it was £2 10s. a month as an 
ordinary seaman. 

Q. (By Mr. A. L. Harris.) Reducing that to American money, how much is 
it?— A. That is $12.50. 

Q. (By Mr. Litchman.) At that time can you give the ordinary wages on the 
English vessel?— A. 1 got the same wages. It was in the winter time, and there 
was not much difference at that time. We went to England, and to New South 
Wales, and I went out on the same vessel again for the same wages. Our wages 
in England and (Germany at that time were eipial. As a general thing there is a 
difference of 5s. or $1. 

Q. What year was that, may I ash?— A. This was in 1881. 

Q. Nineteen years ago?— A. Yes. 

Q. Have you any knowlt*dge whether there has been any raise in the rate of 
wages from that time to tlie present?— A. There is a little raise from that in 
England now, if I understand. 

Q. About £3 now in England at the present timi'?- A. No; an able seaman’s 
wages jit that time was £3. 

Q. You wore speaking of the ordinary seaman at that time?— A. Yes. 

Q. You said £2 lOs.?— A. Yes. 

Q. You said there was about 5s. addition; it was €3 then?— A. Yes; about 
£3 now for an ordinary seaman out of England. 

t^. That is about $15 as against $25 in the coast trade here in America, is it?— 
A. Yes: that is for ordinary seamen. 

Q. (By Mr. A. L. Harris.) How do the wages ot the American coastwise trade 
compare witli the wages of the English seaman?— A. Well, of course, they are 
better. 

Q. (By Mr. Litchman ) Please' state the conditions between wages paid in 
deep-water traffic in the coastwise traflic in Europe and the same in America.— 
A. At iiresent 1 believe the wages in England are £1. 

Q. For ordinary able seaman?— A. Able seaman: that is $20. Now, wages on 
the coast here are $25, an addition of about $5. In the foreign trade the Ameri- 
can wages— that is to say, out of New York, of course— it holds good just the same 
with the English vessel and the American vessel lying alongside of each other. 
Both pay the same wages, pay the wages of New York; but a vessel going on a 
foreign voyage from England and a vessel going on a foreign voyage from New 
York, there you would draw a comparison. But I am really not posted just now 
as to wages paid in deep water on the Atlantic coast here, but I presume it is 
about $18. 

Q. Is it not the custom for a vessel in foreign trades to engage a crew in Europe 
for the round trip, and thereby fix its rate of wages from the foreign rate of 
wages and not from the New York rate of wage.s?— A. That is correct. 

O. Then the inference would be in that ca.se that the wages would really be a 
little lower than if paid at the rate of New York wages?— A. Yes; a little lowers- 
a little difference. 

Q. As to rules and regulations covering the conduct of vessels in foreign trade, 
they are about the same with foreign vessels and American vessels? I refer 
especially to tlie space given to each man, and the food and the general conduct 
of the vessel.— A. The foreign rules in that respect, I believe, compare favorably 
with the laws in the United States a.i to food. There are countries which provide 
for men somewhat better than the United States do. I know the laws of Den 
mark, Germany, and Holland are better in regard to food than are the United 
States laws. But I am not very well informed on that point. 

Q. (By Mr. A. L. Harris.) Better than the law of 1898?— A. Yes; I think so. 
I think an improvement on that even. 

Q. (By Mr. Litchman.) How long is it since you had experience on the ocean?— 
A. About 12 or 13 years. 

(Testimony closed.) 
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TESTIMONY OF DANIEL H. HAYNE, 

General Solicitor of the Merchants and Miners* Transportation Gompany. 

The commission met at 11 a. m., Mr. Phillips, presiding. At that time Mr. 
13aiiiol H, Hayne was introduced as a witness, and, being first duly sworn, lie 
testified as follows: 

Q. (By Mr. C. J. HAimis.) Will you give us your full name and your post-office 
address?— A. Daniel H. Hayne, 314 East German street, Baltimore, Md. 

Q. You may also give us your occupation.— A. IMy occupation is General Solic- 
itor o1 the Merchants and Miners' Tran.sportation Company. 

Q. How long have you been connected with I ran.sportation by water?— A. Since 
IM'.ll. 

Have you ('xamined our topical plan of impiiry?— A. I have. 

tj. Have you some general statement that you would like to make before you 
are (wammed sp(*cifically?— A. Yes. I suppose I should start with a statement 
(*oncei mug the lino that I n'present. The Mi'rchaiits and Miners' Transportation 
Compunv was incorporated by the Gemu'al Assimibly of Maryland on April 24, 
1H.V2. The early history of the line was one of som«' discouragement, but on 
December 2N, IH-H, the tir.st trip was made tiom Boston to Baltinmre. Later on, 
in the company commenced to run steamers from Boston to Norfolk and 
thence to Baltimore, returning from Ballimonn \ la Norfolk, to Boston. In Janu- 
ary, 18.')!). the line from Prf)vidence to Baltimon* w.is started, but only ran a short 
time. In IHT.'l the Providence Lim* was .again e.stabli'^hed, this time to ply between 
Providence, Norfolk, and Baltimore. The Baltini ire-Savannah Line was pur- 
clia^ed by the Merchants and Miiu'rs' Transportati(H) Company in January, 187<I, 
and the Idiiladelphia-Savannah Line was inaugurat'd liy tlie company in October, 

1 !)()(). Y’on will tlius see there arc* 4 lines op(‘rated by the company known as the 
Baltimoi e and Bo-'.ton Line, the Baltimore and Providence Line, the Baltimore 
and .Savannah Luh', and the Philadelphia and Savannali Line. The first has 4 
sailings weekly, the second has sailings weekly, the thin! has 2 sailings weekly, 
and the fourth, a sailing every days. In ordi'r to maintain this .schedule, there 
are 1.') st('aniers. They bav(‘ a net tonnage of 2J,8()H tons and a gross tonnage of 
il.’hO'Yl tons. The.se steamers ply between Boston, Ih-ovidciice, Norfolk, Balti- 
more, Philadelphia, Newport N(‘ws, ami Savannah, as terminals. 

Now, as to the (dasses, manner, and Btiiis of em])loyment, I would state that, 
generally speaking, all men on shipboard are con.sidercil .seamen. Th(‘re isasub- 
(livi.sion into offi('ers and (*rew; or probably the classification that would be most 
helpful to yon would be that of imnsters, mates, (piarli'i niasters, boatswains, sea- 
men, engineers, oilers, water tenders, firemen, coal pas.sers, stewards, steward- 
esses, cooks, mesamen. pantrymen, and waiters. 

Q. (By Mr. C. J. Hauuis.) How many men do you employ in those lines?— A. 
On shipboard there would be alxmt r)r)3 for tin* l.'i ships now running. As to the 
manner of employment, the coastwise tradt* and the conditions surrounding 
coastwise seamen are so favorable that there is no necessity of our (unploying 
agents to secure help. It is <*ntirely a matter of individual agreennmt lietween 
the applicants jind the officer employing the help. Tfu' terms of employment are 
controlled by what are kimwn as “.shipping articles," prescribed by law', in wliich 
the (‘ontract of employment is clearly e.xpressed. I have a copy of the shipping 
arti'des and can present it to the commission if you choose to see it. 

C^. In a general way this shipping article is a contract between your company 
anO the man emphiyed?— A. With every man on shipboard. It is prescribed by 
law. and is in writing. The contract is read over to tlie men when they sign, and 
copies of it are posted in conspicuous places on shipboard in order that they 
may become familiar with it. 

Q. Do you say sailors prefer shipping on your boats to the general line of coast- 
wise trade-that is, on sailing vessels?— A. No, I did not make the statement so 
broad as that they preferred our vessels; but from the fact that there are contin- 
ued applications for employment on the coastwise vessels, and from the further 
fact that the sailing ves.sels and tramp steamers find it necessary to have agents 
to secure their help, it would seem that the conditions of coastwise liners mu.st 
certainly be more favorable. 

As regards the treatment and provision for comfort and health on shipboard, 
the sailors or seamen of the Merchants’ and Miners' Transportation Company are 
treated nreci-sely like other employees. Under the broad-minded and liberal pol- 
icy of the president of the company, Mr. Michael Jenkins, there is a personal 
solicitude on the part of the company for the welfare of all of its men. 
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Q. You have no control of or arrangements for the men when they are on shore, 
I suppose, but only when they are on the vessels?— A. May I ask further enlight- 
enment as to that question? In what way? What sort of control? 

Q. Well, for instance, do you employ these men by the month or the year?— A. 
By the month; but I mi^ht digress here and perhaps answer your question fully 
by stating that the shipping articles provide that they are engaged for the voyage 
on which the vessel leaves at the time of their first signing. They are engaged by 
the month and paid by the month. They have the right under our shipping articles 
to leave at any port. The company early realized that in order to get the very 
best service out of its men they should be treated as men. We rather anticipated 
the laws in that respect, and our shipping articles have always provided that the 
sailor may leave at the next port at which the steamer touches— providing he 
leaves immediately after the ship is docked. If he continues in the employment 
after arriving and until the ship is about to leave, we would have great difficulty in 
securing a new crew, and in such event the contract provides that he ‘ ‘ has shipped ’ 
for the next voyage. That provision was made in order to protect the company 
and to protect the seamen. The .seamen have a right to leave and the company 
has the right of dismissal fit the ports. 

Q. Would not that provision be liable to cause you serious trouble? Suppose 
half your crew should leave you at Savannah, liow would you get enough trained 
men to take their places to get back with?— A. If such conditions existed, they 
would cause great embarrassment, but we find the crews do not want to leave the 
ships on which they are employed. We have never had an instance such as you 
suggest. If we had such an occurrence, we might endeavor to have some change 
made in the law to provide against it, but at the present time the law provides 
for that feature, and we see no reason why it should not exist. 

Q. Do you have any complaint or suggestions to make in regard to the naviga- 
tion laws of the United States?— A. (lenerallv speaking, I believe they are in 
advance of the navigation laws of some of the other countries. There are, of 
course, in the nature of things some little difficulties that are experienced, but 
they are not of great moment. I might mention, for instance, that the coastwise 
companies are obliged to put in their shii)ping articles a scale of provisions, under 
the ruling of the Treasury Department ba.sed on the opinion of the Attorney-Gen- 
eral of the United States, and it is a (question among the lines whether they are 
obliged to give identically that fan*, or whether they should give the fare they 
formerly gave; becau.se you realize that in running a large passenger line there 
are large supplies put on board that are not comsumed by the passengers and which 
can be served to the sailors. Thus the sailors’ fare is very much better than the 
fare prescribed by law, which law, as I understand it, was directed toward for- 
eign vessels and individual captains; but these are not conditions that are caus- 
ing any friction whatever. 

I might say further, speaking from the owner’s standpoint, that I have never 
found any law that would give the United States courts jurisdiction over laiceny 
committed within the boundaries of a State. There is a law touching embezzle- 
ment and damage of freight and cargo, but the law affecting larceny only seems to 
apply to the high seas and to territory over which the United States has exclusive 
jurisdiction. In other words, the larceny law has not been made applicable to 
all navigable waters. The owners experience great difficulty in prosecuting lar- 
ceny on shipboard, for the reason that the vaiious State laws conflict, and it is 
very difficult to locate precisely the .‘•itus of the crime. With that condition 
confronting them they are unable to feel perfectly safe in applying to any State 
court, because they are often unable to positively prove exactly where the crime 
was committed, and if the proof should show that it was committed out of the 
State, there would be a failure of jurisdiction and probably a suit for unlawful 
imprisonment, with other attending difficulties. Tlie only remedy that we have 
found has been to invoke a law which states that it shall be a misdemeanor to 
embezzle from or to damage ship, cargo, and stores. We think that probably 
this law might be elastic enough to cover the offense of larceny, but it is a mat- 
ter of some doubt. Certainly larceny is not embezzlement, but there would be 
loss and damage to the cargo in the act of larceny. We feel that such an addition 
to the laws as might specifically prevent larceny, so as to give United States courts 
and State courts concurrent jurisdiction when the act is committed within a State, 
would add greatly to the moral tone of the lines, and would be directly of great 
benefit to the employees and to the shipping community. 

The acts now relating to this point are as follows: 

R. S.4r)96: Whenever any seaman who has been lawfully engaged, or any appren- 
tice to the sea service, commits any of the following offenses, he shall be pun- 
ishable as follows: 
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Eighth. For willfully damaging the vessel, or embezzling, or willfully damaging 
any of the stores or cargo, by forfeiture out of his wages of a sum equal in amount 
to the loss thereby sustainea, and, also, at the discretion of the court, by impris- 
onment for not more than twelve months. 

R. S. 5350: Every person who, upon the high seas, or in any place, under the 
exclusive jurisdiction of the United States, taxes and carries away, with intent 
to steal or purloin, the personal goods of another, shall be punished by a fine of 
not more than $1,000, or by imprisonment not more than one year, or by both 
such fine and imprisonment. 

Now, as to discipline, that operates on shipboard precisely as it exists on land. 
The discipline starts usually vnth a mild butpositive admonition to the offender. If 
there is a recurrence of the offense, the policy of the company is to follow it up 
by a suspension; and furtlier offense by dismissal. The redress of grievance.s is 
found in a system of notices to the superior officer in command, and if the griev- 
ance is not adjusted satisfact orily to both sides, the shipping articles provide a 
method whereby there can be an appeal to the higher authorities in this way 
[reading from shipping articles]: “upon the commission of any of the offenses 
enumerated in the articles, or ot any breach thereof, if it should be contemplated 
to raise an issue, an entry thereof should be made in the log book, and .should be 
signed by the masti'i* and by the mate, or by one of the crew; and the offender, if 
still in the vessel, should, before her next arrival at any port, or it she is at the 
time in port, before her departure therefrom, either be furnished with a copy of 
.such entry or have the same read over distinctly and audibly to him. and he may 
thereupon make such reply thereto as he thinks fit; and a statement that a copy 
of the entry has been so furnished, or that the same has been so read over, together 
with the reply, if any, made liy the offender, .should likewise bo entered and signed 
in the same manner.’* So in that way a record may be secured. 

While 1 am on this (juestion of the contract, I might say that a further notice 
is given to masters that “ while without any cause notice to either party termi- 
nates the service of any signer at the expiration of any voyage as prescribed in 
the articles, it is presumed that this provision will not be enforced to the hurt or 
disadvantage of any employee without good and sufficient cause, but that reason- 
able opportunity will be afforded for return to the port of embarkation.” 

Q. With ret(‘rence to hospitals, 1 want to know whether when the sailors are 
on shore they are subject to these iiorils hero in these hospitals and sailors' board- 
ing houses?— A. They arc undoubtedly subject to perils if they choose to leave 
the ship. Tlu'y have the ri|<lit to leave the ship at any time under our contract, 
providing they leave the ship when the ship first enters. 

Q. What I meant was whether, when the sailors are still in your employment, 
but in these various ports, you had much trouble.—A. We never experience any 
trouble: and in fact while sailors come and go— they are a shifting class to an 
extent— there is a stability in the personnel on the ships. 

Q. What about your stevedores; are they continuously employed, or do they 
load the cargoes of the vessels and unload them by the contract?— A. They are 
paid by the hour. There are in the neighborhood of 1,300 stevedores employed 
at the various ports. I have the amounts paid them. 

Q. I wanted to know in a general way what plan you had, whether you had 
these men employed directly by yourselves, or whether you employed a general 
stevedore force?— A. We have our own men. They apply to us individually for 
employment, and while they have the right to leave at any time, being employed 
by the hour, there is a stability in the personnel that you might say is constant. 

Q. Of course, your vessels running regularly, you would have your regular 
force instead of employing the general stevedore forces which load and unload 
the tramp steamers?— A. Oh, yes; we have, as I understand it, nothing like that. 

Q. Have you had any strikes on the part of your stevedores?— A. Not to my 
knowledge, neither of stevedores, nor of any other class of employees. 

Q. About what wages do you pay the stevedores? — A. They are paid by the 
hour, and the prices fluctuate at the various ports. Broadly 8i)eaKing, I can 
say it runs anywhere from 15 to 30 cents an hour. 

Q. What would be the wages at Southern ports— at Charleston and Savan- 
nah?— A. At Savannah, 23 cents both for regular and overtime. 

Q. What is it at Boston?— A. At Boston it is 30 cents for regular time and 30 
cents for overtime. 

Q. You mean to say that the Boston wage is cheaper than the Savannah?— A. 
Yes; it is slightly cheaper. The overtime wage is greater, you see, and the reg- 
ular time is less. 

Q. I can not see how that would be. I supposed the wages at all those South- 
ern ports were less than 20 cents an hour.- A. There is a notation here of 17^ 
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cants per hour— at Savannah also. There is also a notation of 22 cents at Savan- 
nah. So I suppose the price will fluctuate between those figures as the supply 
exists. 

Q. (By Mr. Fauquhar.) I would like to ask if the stevedoring at any of your 
ports is done by organized labor?— A. The stevedores may have their organiza- 
ti''ns among themselves, but if they have, the fact has never been brought to our 
attention in any way. There is never any difference between the company and 
its labor. 

Q. Yon find a regular rate prevailing at every port?— A. We find a regular 
rate, and we presume there must be an understanding among the men. We 
never dispute those wages, but pay them. 

Q. In case of any infraction of the rules to whom or to what tribunal does the 
application go on the part of the plaintiff— the United States court?— A. You 
mean for personal injuries sustained? 

Q. Yea; or maltreatment or lessening of wages or difference in the construction 
of the tt'rms of employment— transfer of employment from one character to 
another— that would be made the ba.sis of a suit for damages. In what court is 
the suit entered?— A. That depends entirely on circaimstances. If the situs of the 
injury occurs on land or if the contract should not be a maritime contract 
they would have their redress in the State court; but if the injury occui's on ship, 
or the contract be a maritime one, they would also have recourse both to tlie 
State courts and the United States courts in admiralty. The election, however, 
seems to be for the State courts, because they secure responsive juries there, 
probably with the view of putting them.selves upon the country, and they seem 
to select the State courts. 

Q. You think there is sufficient law and means of redress so that a sailor, a sea- 
man, or petty officer, or any one in your general <uni)loy, not a master, may find 
his remedy in the courts?— A. Absolutely. He is completely protected, I should 
say, and a little more so than the owners, and, pc^rhaps, properly sf). The most 
coinmon method among .sailors in .seeking redress for what they I’on.sider wrongs 
agaiiLst them is to apply to the United States commi.ssioner, an official appointed 
by all United States district courts, who cites all parties to ap])ear before him and 
hears the case. When the commis.sioner fails to settle the difficulty, and he feels 
it is a proper ca.se for tlie (5ourt to take up, he pa.sses it on to the court for hearing: 
otherwise the matter is then and there dismis.sed. 

Q. In the matter of rations, you said you had adopted the ocean ration, as pio- 
vided for by the amended Senate bill of 1898, 1 presume?— A. Yes; we have been 
compelled to put that in the shipping articles, and are therefore compelled to 
follow it. 

(^. Did that law of 1898 say the coa.stwise trade should be provided with that 
ration?— A. It was a (pie.stion of .some doubt, but after some investigation by the 
Attorney-General of the United States he came to the conclusion that the law 
was broad enough to cover the coa.stwi8e vessels; but as to whether or not it was 
the intention or Congress to do so I think is a matter of considerable doubt. 
Certainly it will not improve the condition of the sailors if the lines should insist 
on following the scale of provisions provided by that law, because if they are 
allowed to give them what they wish to give them, and what is less expensive to 
give them, because of the additional amount of supplies they are required to put 
on board for their regular passenger traffic, the seaman fares a great deal better 
in every way, and he gets the best the land affords. 

Q. There is no provision, is there, in case of an excess of rations, in cashing it 
in for the benefit of the sailor?— A. I can hardly see how that could be done unless 
he had some way of keeping the provisions given him; he is permitted to eat all 
he wants and has no more coming to him. I think the sailors are well satisfied, 
and things seem to bo floating along very smoothly. 

Q. Now, in your matter of loading, where you engage local stevedoring, in 
your articles is it provided that the class of men who operate your ships shall 
assist in the loading and unloading?— A. The articles do not provide for that, 
because the ship men do not assist in loading and unloading. We have regular 
gangs of stevedores, and the ship men are confined to the navigation of the ve.ssel. 

Q. What is your ordinary seaman and the helpers engaged in while in port?— 
A. Cleaning up, inspection, seeing that the ship is in proper trim. 

Q. So it is not a holklay when you reach port?— A. It is not a holiday nor is it 
at all excessive work, but they have enough to keep them busy. 

Q. Do any of your masters give the men a furlough of a few hours in cities 
when you come to the terminals? — A. There is such a custom. 

Q. Are your men usually married men with families and having homes at any 
of your terminals, or are they single men?— A. The officers often are married; the 
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seamen are not tied down by family relations as a rule, although there are quite 
a number that have their homes at the terminals. 

Q. What is the proportion of Americans?— A. About 75 per cent in our own 
force. 

Q. Where do you usually find your men, in New England or along the Southern 
shores?— A. A great many seamen come from the New England States, but they 
seem to come from all the ports. A lar^e number come from Baltimore. Gen- 
erally speaking, they come from the mam terminals. 

Q. (By Mr. C. J. Harris.) Do you have any colored seamen?— A. No colored 
seamen to my knowledge. 

Q. (By Mr. Farquiiar.) Are the .stevedores in the South colored?— A. Largely. 

Q. South of Baltimore?— A. Yes; I mav say nearly all of them in the South are 
colored. The average on the line is about 55 per cent white and 45 per cent 
colored. 

Q. At all ports?— A. Yes; taking the general average. 

Q. I presume, if you have a table of the wages and compensation it would be 
well to give it at this place.— A. The pay roll of the crew is as follows: Masters, 
$150 to $250 a month; first officers, $75; second officers, $55; boatswains, $ii0; 
quartermasteis, $130; sailors, .$25; chief engineers, $120; first engineers, $75; sec- 
ond engineers, $00; oilers, $40; water tenders, $40; firemen, $40; coal passers, $^30; 
sbiwnirds, $55 to $70; first cooks, $50 to $60; second cooks, mess men $20 to 
$25; wait(‘rs, $20 to $25; pantrymen, $20 to $;10; stewardes.ses, $18. Board and 
accommodations are given in audition to the above fipires. The number of cooks 
and waiters is of cour.se regulated by the demands of the passenger season; in the 
summer season a great many more are employed than in the winter season. I 
have spoken as to the compensation of stevedores before. 

Q. You have as to the stevedores in three iiorts, I believe?— A. I will rive all of 
the noi'ts. At Boston, regular time 20 cents an hour, overtime 30; Baltimore, 
regular time 20, overtime 20; Providence fluctuates between 16J and 18^ for regu- 
lar time, overtime 20 to 25; Norfolk, regular time 15, overtime 15; Newport News, 
regular time 15, overtime 15; Savannah fluctuates from 174 to 22 regular time, 
overtime 174 to 22; Philadelphia, regular time 20, overtime 20. 

Q. Have you any knowl(;dge as to how those figures compare with the wages 
paid by ships in the foreign trade?— A. No; I have no knowledge as to that I 
])resume thev would have to pay the stevedores about the same pnces. 

Q. As to the wages of your masters and crews, would they be about the same?— 
A. No; I think the wages paid by the foreign trade are very much less, 

Q. What method have you adopted in the in.spection of ves.sels?— A. As regards 
that, it may be divided into 2 branches. There are two fonns of inspection, one 
by the Government and one by the owner. The local Government in.spectors are 
divided into hull inyiectors and engine and boiler inspectors. They make an 
annual inspection. The report on that in.snection is kept permanently posted on 
shipboard. Tlu' owner’s in.spection is divided into a number of classes. Among 
otheu’s there is the voyage inspection and the departmental inspection of every- 
thing, and the j)oriodical docking and general overhauling. The most important 
probalily is the inspection immediately preceding the voyage, at which time all the 
machinery is turned over and tried; the engines are always kept running 15 or 20 
minutes before starting, to see that everything is all right; all the appliances 
are tested; the electrical superintendent goes aboard and tries all the electrical 
appliances. In that way the line is kept up in proper form. 

Q. (By Mr. C. J. Harris.) That is the pnvate inspection of your own company 
officers?— A. It is the private inspection which is made necessary under the laws 
in order that the ship may be seaworthy and that there may be no negligence on 
the part of the owners in embarking on the voyage. 

Q. Is there a public-inspection officer?— A. The public or governmental inspec- 
tion occurs annually. Then all of the ship— the hull, the machinery, and all the 
apjpliances are fully tested. 

Q. That public inspection is merely a fonn, then, is it not?— A. No, sir; it is 
mfjst thorough, and is done in gi-eat detail. 

Q. If your vessels are only examined once a year by public inspectors, the whole 
vessel might be in very bad shape the second trip it made after it was inspected?— 
A. That is rather an impossible condition for this reason: The owners find that 
in keeping the vessels up there is a less percentage of deterioration. The deteriora- 
tion on sea property would probably run as high as 10 per cent per year if the 
vessels were not kept in prime condition. By keeping the repairs up the deteri- 
oration is a verv low percentage. Then there is another condition that makes the 
owners unusually alert. If the vessel starts in an unseaworthy condition and 
some accident happens through any imperfection that might have been discovered 
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Do yon know how much they marfc off annually for 
deterioration?— A. That I am unable to say. I have no knowledge of what comes 
up before the executive board. 

Q. (By Mr. C. J. Harris.) What is the rule as to the loading or overloading of 
vessels?— A. That finds its regulation in the same condition of affairs. A vessel 
that is overloaded is unseaworthy. Further than that there is the regard that 
the master and the crew have for their own personal safety. The crew have the 
right to object to going to sea in a vessel that they feel is in an improper condi- 
tion, and there is even more strength in these conditions of affairs than in any 
legal verbiage that may be established to prevent the overloading of vessels. 

Q. Are all your steamers passenger steamers?— A. To my knowledge all carry 
passe^ers. 

Q. What is the value of the passenger traffic as compared with the freight?— 

A. Of course, as with all transportation companies, the freight is the backbone 
of the business. I could not tell you the percentage, but the passenger business 
is remunerative, both on railroads and steamships; otherwise, adopting a sound 
business policy, they would not be carrying them. 

Q. You run your boats for the freight, 1 suppose; that is the first considera- 
tion?— A. That is, of course, the first consideration. 

Q. Now, then, I would like to take up the commercial features of this coastwise 
trade, its relations to the railroads, and competition, if any, with the railroads. 
You virtually cover the Atlantic coast from the North to the South?— A. From 
Boston to Savannah. 

Q. And intennediate points; is the competition with the railroads very severe?— 

A. That is a question upon which probably my experience is not as broad as you 
mi^t like to have. I can only state in a general way. That is in the domain of 
traffic. The largest class of competitive traffic on the coast, 1 believe, is from the 
sailing ships. I do not know that the railroads or the steamship lines have any 
great connict in their business relations. Before and during the establishment of 
water differentials there was quite an objection to the water lines by railroads, 
but I believe that the inevitable is now recognized, and they are getting along 
harmoniously. 

Q. What is the relation, or rather, what is the percentage of your steamboat 
rates to the railroad rates between any two different po ts that you might 
name?— A. That question I could not answer definitely. I have here a statement 
made by the traffic people tha^ I might read. 

Q. I wanted to get at how much lower these steamboats had to put their rates 
in order to get their share of the traffic?— A. Well, you understand, generally 
speaking, that there are differentials which the water lines are allowed to make 
in any rate by reason of the difficulties that the water transportation involves, 
such as carrying insurance and so on, and there is a class of business that has 
grown up under these differentials that may be considered as belonging exclu- 
sively to the water lines, so there is no great amount of conflict between the 
water and rail interests. There is a certain amount of business which goes to 
the boats because of the advantage of the lower rates. 

Q. You mean to say there is a combination or an understanding of prices 
between your lines and the railroads? — ^A. Not at all, because the water lines 
experience a competition that entirely sets that feature aside; that is, the com- 
petition of the sailing vessels, which the water lines are required to meet. 
Sailing vessels are chartered, the owners do not run lines, but give a boat up to 
a man for so much money, and the rate is secured by figuring on the charter 
price and the gross tonnage aboard to ascei-tain what it is. That fluctuates 
greatly on the coast. 

Q. Is your line under the control of any railroad company?— A. It is entirely 
independent of any and all other companies. 

Q. (By Mr. Faequhar.) What body establishes the differentials?— A. The 
lines settle that, I believe. 

Q. Is it done through the Interstate Commerce Commission or by agreement 
with the lines?— A. No; I believe it has grown up as an inevitable result of the 
conditions confronting transportation people. I think it is a natural growth. 

Q. These differentials are generally accepted?— A. Generally accepted. 

Q. Have you any classification of freight?— A. Yes. 

Q. ^preaching anything like the railroad classification?— A. The same. 

Q. The same by water transportation as by rail?— A. I believe so, except where 
there are certain conditions that must be met that the rail lines do not experience. 
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Q. (By Mr. C. J. Harris.) You w.ould have the same classification on articles 
shipped partly by rail and partly by water?— A. Very often that is so. You see 
the question of clas.sification, while a natural development, has received the 
attention of the experts, both on the part of transportation lines and the public, 
and we may assume that such a development is within proper bounds. 

9 . Does much of your freight go over the railroads?— A. A good proportion, I 
believe. Of course large freii|:ht8 are carried direct from the ports at rates that 
the railroads would probably fand unremunerative. The merchants have adopted 
a plan of centralizing their points of distribution, and very often they ship to 
local ports and distribute from them. I find in reading the papers that there is 
an institution in the west shipping oranges now, and they have them moving on 
the road ready to divert and shin on telegranhic advice. The cars are going all 
the time. That is enlarging on that plan of aistribution. They simply start a car 
right out and let it go. 

9 . (By Mr. Farquiiak.) You said you had some statement there in regard to 
freight.’' A. Yes, the statement is this: [Reading:] “ There is not much competi- 
tion on the part of railways and local coastwise business between the ports cov- 
ered by steamship lines; the sail competition and trade conditions occasion such 
low ^nd fluctuating rates between ports as to make the business apparently unre- 
munerative for rail carriers, although in some cases they maintain the same rates 
as the ba.sing rates ot the steamship lines, and in other cases, especially the 
longer hauls, they carry much higher rates. The only comparison that could be 
made of tlie rates of the steamsiiip lines and the rail lines would be the fixed rates 
of the rail lines with tlie basing rates of the steamship lines, but as a compara- 
tively small portion of the business is handled by the steamship lines on these 
basing rates, the comparison would be misleading, the steamship lines being 
obliged to handle a gr(‘at portion of their business on commodity rates made to 
meet the exigencies of die case.” 

O. So your commodity rates make a great deal of difference?— A. Yes. 

Q. You meet the most uncertain conditions through the commodity rate?— A. 
Through the commodity rate. 

Q. Have you a table here that explains the character of your freight?— A No 
I have not. ’ 

Q. You have nothing that shows the article of which the highest tonnage is 
carried?— A. We have not, but our records show that lumber, pig iron, resin, 
fertilizer, cotton, canned goods, grain, rails, and iron, are among the pHncipal 


Q. (By Mr. C. J. Harris.) What do you say as to your competition with other 
coast lines under the control of railroads? Do you find they have an advantage 
over you in any ^yay?-A. I do not think that I am sufficiently familiar with that 
point to answer that (luestion. I do not now recall any such condition existing 
g. Does not the (Georgia Central own a line of stoamer8?-A. Yes; thev ruii 
into New York, I believe. ^ 


9 . Now, how do their rates compare with yours? Does the Georgia Central 
Railroad give you the same rates to interior points in competition that thev can 
give on their own line?--A. Yes; as I understand it there is no discrimination. 

(^. Then they would have no advantage over you?— A. I do not see that they 
would; but still that is a question that probably would be better answered bv a 
traffic man. ^ 


Q. (By Mr. Farquiiar.) Have you a table that shows the passenger rates 
oetween the various ports?— A. I have, sir. They are as follows:^ ^ 

BALTIMORK AND BOSTON OR PROVIDENCE. 

Bound trip “ S S ‘’S 52 

Intermediate 


Intermediate excursion 

Steerage 

14 17 1 VI/ lAI C 1 1 ■ IJU 

- alS.OOto C20.00 

NORFOLK AND BOSTON OR PROVIDENCE. 


First-class 


Round trip 

. vU to 0$11, iH) 

Intermediate 

- tiio. uu to 0 iv. on 

Intermediate excursion 

Steerage 

uo.UUtO CIO. 00 

. aie.ooto clfl.OO 
- aT.OOto 69.00 


a Rates Oct. 1 to May 31. 
b Rates June 1 to Sept. 30. 

C Intermediate rates do not apply on Boston line June 1 to Sept 30 
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First-class rates include meals and statemom berth. Upper-deck stateroom 
berths on Boston Line are $1.60 extra in each direction, June 1 to September 30. 
Intermediate rates include meals and berth. Steerage rates include meals and 
bunk. 

BALTIMORE AND SAVANNAH. 


First-class - $15.00 

Round trip - 25. 00 

Intermediate 12. 50 

In tennediate excursion - 22.00 

Steerage - - 10. 00 


PHILADELPHIA AND SAVANNAH, 


First-class $17.60 

Round trip 29.00 

Intermediate - 15. 00 

Intermediate excursion - 24. 00 

Steerage 10. 00 

First-class and intermediate rates include meals and stateroom berth. Steerage 
rates include meals and bunk. 

NORFOLK, NEWPORT NEW.S, AND BALTIMORE. 

First-class $3.00 

Round trip 5.00 

Steerage 2.00 


First-class rates include stateroom berth; meals extra. Steerage rates include 
bunk; meals extra. 

Rates of fare given herein are subject to change without notice. 

Q. (By Mr. C. J. Harris.) Were your vessels all built in this country?— A. 
Yes, sir. 

Q. What do you say of your competition with the sailing vessels of the coast- 
wise trade?— A. That at times has been very active, as I understand it, a very 
vigorous competitor for coastwise business. 

Q. What are your advantages over the .sailing vessels?— A. I suppose better 
service, certain service, higher-paid employees, less liability of accident, these 
and various other advantages, but they scarcely weigh in the balance against a 
lower rate, and sometimes it is necessary to meet the conditions as they exist. 

Q. On very heavy commodities in large quantities, where time was not so much 
an object, could you compete for that trade at all?— A . That depends entirely 
upon the tonnage capacity and condition of the boat. Sometimes vessels running 
require a certain amount of ballast, and if they are light I suppo.se there are times 
when business might be carried for less money ttian at others. It depends 
entirely upon the business offering. 

Q. Well, take for instance coal ; you don’t attempt to compete?— A. We do not 
attempt to carry coal, or any bulky thing of tliat kind. 

Q. You do carry lumber, don’t you?— A. Yes, I have reference to bulk in small 
particles; lumber we would call by the piece. 

Q. (By Mr, Farquhar.) Many of your vessels engage in carrying fruit in the 
season very largely, do they not?— A. Yes, fruit and vegetables compose some 
portion of the cargo; more vegetables, however, than fruit, and in order to keep 
pace with that traffic the steamship comi)anies find they are required to put in 
ventilators. It is very expensive to keep pace with the times. 

Q, Are your vessels built with refrigerators? Do you not have compartment 
refrigerators?— A. I do not know of any refrigerating process except pantries; 
there may be; that is in the department of construction, and I am not fully 
infonned on that. 

Q. (By Mr. Phillips.) Can the railroads compete with you in carrying fruit 
or vegetables from the South?— A. Well, sometimes they secure the business. 

Your rjite of freight is generally less than the rate is by rail, is it not?— A. 
There is a water differential in favor of the water line. It is made necessary by 
the inherent condition of things. The water lines are required to carry marine 
insurance, which the railroad lines do not. They have very often more occasion 
for transfer; and the hazards of the great deep are also conditions to be taken 
into consideration. 

Q. Do you ever make shipping rates with railroads to harmonize?- A. That 
would come under the traffic division. I suggest that on points of traffic perhaps 
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I am not a good witness. I have understood you want us to speak of things we 
absolutely know by actual experience, not from heai'say. 

Q. (By Mr. Farquhar.) Is there any other topic you have there that you want 
to touch upon? — A. You refer here to “forms and characters of aid and subsidy to 
American vessels.” * * * The subsidy act seems to have found its incentive 
in the protection of American shipping against foreign bottoms. Tlie domestic 
lines suffer no encroachment from foreign bottoms, and they, so tar as the Mer- 
chants and Miners’ Line is concerned have not asked for or gotten any assistance 
in any way. I do not think that the condition exists in the coastwise trade which 
might 1)6 used as an argument for the subsidizing of American coa.stwise bottoms 
as against foreign bottoms. . , 

CO. Have your people ever considered that the registered foreign-built ship could 
enter into the coastwise trade?— A. We have always felt that there was a policy 
expre8.sed in vaiious ways against foreign vessels taking coastwise business, 
whether they made a particular business of that, or whether the foreign ships 
touch at various ports on their voyages to receive and deliver. That is provi<led 
against in the law and zealously watched by the custom-house officials, and we 
think that is the safeguard for the American coastwise iiiercliant marine, because 
under the plan of enrollment, entering and clearing, they can che(;k it. It is 
illegal for foreign vessels to transport any business on the coast; that is, any local 
business on tlie coa.st. 

You refer to the condition and treatment of pas-sengers. I would state that our 
passenger.^ — cabin passengers (wo have no t‘xperienco with immigrants) — have the 
same accommodations that are found in the best of hotels. As to the effect of 
quarantine and health laws on ocean commenio, we find that sometimes our ships 
are delayed by reason of quarantine, but the delay is for the general good. All of 
the quarantine officers are most earnest in tlieir endeavor to make that delay as light 
as possible, and we have nothing to say against the laws as they an^ estaldi.shed. 

As to the vessels engaged in tran.spqrtation of live stock, our lino carries live 
stock, and provision is made for watering and feeding, and for S(q)arate stalls and 
dunnage. Live stock is carried under contract just the same a.s any other freight 
is carried. „ , . 

(^. (By Mr. Clarke.) Your traffic is confined to the ports north of Florida, is 
it not?— A, It is. 

Q. You have not engaged in the West India trade at all?— A. No, sir; we are 
stnctly, coastwise and have nothing to do with foreign business, and have never 
had any experience with it. 

(^. What proportion of this coastwise traffic between the ports where your ves- 
sels tra<le is cai ried by steam vessels and what proportion by sailing vessels?— A. 
That being a (luestion of traffic would be very diflicult for me to answer, but I 
hardly think that a traffic man could give you satisfactory liglit on that subject. 
Very often business is taken without the regular liners knowing anything about it. 

Q. Have you any opinion whatever concerning the relative proportions?— A. I 
could not have, because it would not be ba.sed upon any experience. 

Q. What is the class of freight generally carried?— A. That is another question 
that I have had propounded to mo and I confess that 1 have not the infonnation 
at hand, but I think the company might be able to furnish it. 

(^. You said something about an apparent difficulty in punishing for a theft 
committed within the borders of a State in the coa.stwise trade. If one passenger 
should steal from another or one member of the crew should steal from another 
or from a passenger, is there no way of punishing that offense as a crime through 
the courts?— A. I have never yet been able, after very diligent search and also 
conferences with the various commissioners along the coast of the United States 
and the district attorneys, to place my hand upon a law tliat could be invoked to 
charge anyone with a misdemeanor or crime of larceny, whether committed by a 
passenger or sailor or seaman when committed within the borders of a State. .1 
should explain here that Revised Statutes, 5356, to which I have previously referred, 
includes the offense of larceny when committed by anyone on the hi^ seas or ter- 
ritory over which the United States has exclusive jurisdiction and Revised Stat- 
utes, 4596, covers the offense of embezzlement and the damaging of ship, stores, or 
cargo wherever the act is committed, providing, however, that the act is com- 
mitted by one of the ship’s company. 

These acts obviously omit a passenger on a vessel when the offense is committed 
within the border of a State, and unless the crime of larceny can be read into 
Revised Statutes, 4596, the members of a ship’s company are not covered when 
the act is committed within a State. 

It is true there should be a remedy in the State courts, but the location of the 
act is always in doubt. There is no certainty of the precise locality of the com- 
mission of the act, and if the State courts are used and the act, though committed, 
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is proved not to have been committed within the State the State court would 
have no jurisdiction and the case would be dismissed, and probably an action for 
false imprisonment might result. 

The jurisdiction of tiie United States courts should be broadened so as to give 
them concurrent jurisdiction with the State courts over the offense of larceny 
when committed on shipboard within the borders of a State. 

Q. There are statutes against other offenses providing for their punishment?-— 
A. Quite full. For instance, there is a statute against embezzlement and other 
offenses, but I think probably the difficulty arises because of the fine distinction 
between statutory crimes, and probably this condition has never presented itself 
to our legislators. 

Q. Do you mean to express the opinion, then, that if a person commits a theft 
on one of your vessels within the jurisdiction of a State that that person could not 
be prosecuted?— A. Not in the United States courts. I have found, 1 think, suffi- 
cient law to apprehend anyone who is engaged to the ship under a law that 
punishes him for damaging the freight and cargo. (R. S , 4596). That might be 
considered broad enough to cover the ship's company, but further than that I 
have not discovered any rule or law that would cover it, and would be very glad 
to be enlightened on tlnit point. 

Q. Would that be broad enough to cover theft of one passenger from another?— 
A. I think not. 

(b (By Mr. Phillips.) Could the passenger not be arrested when he lands at 
the first port?— A. Yes, anyone, whether a member of the ship's company or a 
passenger, could be arrested and tried under tlui State laws if we could be certain 
that the offense was committed within the State in which the port is located, but 
that fact could not be asertained until the proofs are in and the case heard. 
When the State c.ourts are used there is always doubt as to the jurisdiction. 

The offense ot larceny, whether committed by the shiji's company or by passen- 
gers, seems to be well covered on the high seas, or when (^ommitte<l in any place 
over which the. United States exercises exclusive jurisdiction, but it i.s not covered 
in the United States statutt's when committed within the borders of a State, leav- 
ing the only remedy in the State courts, and the precise location of the act is 
usually so uncertain that the State courts can not with safety be used. Another 
feature is, if the sliip arrives at a port within a State other than that in which 
the act is committed, the offender can make his escape before requisition can be 
made from the State in which the act was committed. 

Jurisdiction being delegated to the United States District Courts in admiralty 
matters, wo might be able to find redress in that way, but I have not been able to , 
discover a specific United States statute defining the offense of larceny as a crime 
and misdemeanor and providing a punishment therefor when the act is committed 
within a State. 

Q. (By Mr. Clarke.) Wouldyonbe willing to have such a statute recommended 
to Congress?— A. I think it would be quit(‘ de.sirable. I don’t pretend to say I 
have made an absolutely exhaustive search, but I have endeavored to discover 
such a law and have been unable to ilo so; if it does not exist, I think it quite 
desirable. 

Q. If you think such a statute is necessary would you be willing to formulate a 
draft?— A . I would be glad to submit a tentative suggestion. 

Q. (By Mr. C. J. Harris.) Are there any other topics now that you have notes 
on and on which you wish to make brief remarksj'— A. I have taken the pains to 
read very carefully the suggestion of Mr. Furuseth, secretary of the Sailors’ Union, 
because the Merchants and Miners’ Tran.sportation Company has always been 
very solicitous about the condition of its employees, and I find that the ideal con- 
dition that he suggests for the amelioration of the condition of si^amen, contained 
in his examination on page 691 of your volume on transportation, seems to be fully 
covered by the advanced position which wo have taken with regard to seamen in 
our '* shipping article.” Mr, Furuseth reads from a law which the seamen them- 
selves drafted to amend the laws relating to American seamen and to improve the 
personnel of the merchant marine, and he makes various suggestions to your 
commission, as follows: 

(1) “We propose to abolish crimping altogether, as far as it can possibly be 
abolished b^ law.” That has been abolished under our plan, because the Ameri- 
can coastwise trade is pennitted to sign their crew direct, which we do, so that 
there are no intermediaries— crimps, runners, and the like— coming between the 
company and its sailors. 

(2) “ We propose to increase the space in the forecastle. ” * * * Our boats 
are built, of course, under the laws and regulations, and all of those provisions 
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are fully complied with, and the construction does not fluctuate and t!hange as 
with the caprice of individual owners of private vessels. 

(3) “To give the seaman one-half of what is actually due him in every port 
where he loads and discharges cargo.” That is a very important provision, of 
course. When the seaman receives his money in small and re^lar installments 
he has not as large an amount of money to spend as if it was laid up for him, and 
he has not the temptation to spend it before he has earned it. Our company has 
adopted the policy of paying seamen monthly, just the same as any other employee, 
and they get along with that. I presume that is contrary to the ordinary plan of 
shipping in the individual vessels. * * * 

(4) “ And to give the seaman the right to call for a survey of any vessel that 
he may happen to be in without the officers of the vessel taking part in the 
request.” * * * His relief there is found in the fact that he can leave at any 
time if he does not want to continue. There is no requirement for him to go to 
sea if he does not wish to, and the company has taken a broad view that with a 
man who is discontented with his position it is better, perhaps, to let him go if 
he choo.ses to leave; but we have had very few grievances of any character. 

Then Mr. Furuseth further says: (5) “ And to establish a standard of skill and 
exjierienco for those who si^ as able seamen.” * * Of course, the company 
has its method of selecting its employees, and they are not selected at random by 
some chap who is interested largely in the amount of monev he can make out of 
it. We take an immediate interest in the personnel of the ship. * * * 

(6) “ And to get a law providing for the standard or number of men to be car- 
ried by vessels according to their tonnage and rigging.” Of course, an owner is 
obliged to have a vessel properly manned to be seaworthy and within the scope 
of their insurance policies— they are very solicitous about having the ship fully 
protected in that respect. 

Thus, 1 think, we have rather anticipated the seaman’s desires, and I am very 
happy to observe that wo have done so. Outside of this I do not know that I 
have anything further to say. 

Q. (By Mr. Fakquhar.) What have you to say as to the prosperity of the 
coastwise trade, so far as your knowledge goes and the experience of your own 
line?— A. I doubt whether I could give a satisfactory answer to that question, 
because 1 am not familiar with the revenue feature. 

Q. Have the dividends of your line been satisfactory to your stockholders and 
directors?— A. 1 think there has been no discontent in that respect. They have 
been pretty regular; in fact, I may say regular. 

Q. Have you enlarged your stock to build new boats, or have you used your 
surplus to Wild new boats?— A. Our vessels have been built both from funds 
derived from increase ot stock and from earnings. 

Q. (Mr. C. J. Harris.) Has your volume of trade been on the increase, or doea,^ 
it stand still, or decrease? — A. I should suppose it would be on the increase, as all 
progressive business naturally increases with the increase of general prosperity. 

C^. We want to know whether it is progressive, or whether it is retrograding, 
or no?— A. It is progressing, but there are so many hazards connected with the 
great deep that there can be no anticipation of permanent prosperity. There has 
lieen general progress with us just the same as there has been general progress in 
all industrial and other lines recently in this country, and we must necessaiily 
feel the relation. 

(Testimony closed.) 


Exhibit attached to Testimony op Mr. Daniel H. Hayne. 

Baltimore, Md., March SS, 1901, 

To the Honorable the Menibern of the Industrial Commission, Washington, D. C. 

Sirs: In accordance with your request, I have looked over the law in regard to 
larceny when committed on shipboard, and And that sections 4596 and 5856 are the 
statutes 1 had in mind when 1 gave my testimony before the commission. These 
statutes are as follows: 

“R. S. 4596. Whenever any seaman who has been lawfulW engaged, or any 
apprentice to the sea service, commits any of the following oflfenses, he shall be 
punishi^ble as follows; 

♦ * ♦ # » * # 

“ Eighth. For wilfully damaging; the vessel, or embezzling or wilfully damaging 
any of the stores or cargo, by forfeiture out of bis wages of a sum equal in amount 
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to the loss thereby sustained, and also, at ihe discretion of the court, by imprison- 
ment for not more than twelve months. 

“ R. S. 5356. Every person who, upon the high seas, or in any place under the 
exclusive jurisdiction of the United States, takes and carries away, with intent 
to steal or purloin, the personal goods of another, shall be punished by a fine of 
not more than one thousand dollars, or by imijrisonment not more than one year, 
or by both such fine and imprisonment.” 

I find, in going over my testimony, I did not intend to make the assertion so 
broad that there was no act to apprehend an offender for larceny when committed 
on the high seas. The difficulty has been principally with ship's employees who 
were guilty of larceny, and you will see by the inclosed acts that there is no rem- 
edy in the United States district courts for an offense committed by one of the 
ship’s crew or by a passenger when the location of the crime is within a State. 

Revised Statute 5356 is broad enough to apmehend any offender in the di.strict 
courts of the United States when committed on the high seas or on territory 
exclusively within the jurisdiction of the United States. This act would leave 
out both passengers and the ship’s company (in which expression I mean all who 
are connected to the vessel by contract) when the crinn^ was committed within 
the jurisdiction of a State, and the secrecy surrounding the commission of the act 
is such that the owners of ve.ssels can not determine, before the proofs come out 
on the trial of the case, just where the act was committed, .so that it is very risky 
to apprehend an offender under the State laws. 

Of course, where the act is known to be committed on the high seas, or on ter- 
ritory exclusively under the jurisdiction of the United States, there can bo no 
doubt of the remedy in the United States courts. 

We have, therefore, been required to u.se Revised Statute 451)6, which permits 
us to apprehend any of the ship’s company for damaging the vessel, ombezzhng, 
or damaging the ship's stores and cargo. Under this act, howt'ver, we can not 
apprehend a passenger in the district courts, noi' could we apprehend one of the 
ship’s company under th(5 specific charge of larceny.. We might apprehend any 
of the ship’s company under the charge of damaging the cargo. 

You will realize that when a vessel arrives at a port, and immediate action is 
necessary to apprehend an offender, an immediate decision of where the offense 
was committea must be reached, for if it was not committed within the State to 
which we would then apply for redress, there would be a failure of jurisdiction 
and probably a subsequent suit for false imprisonment. Since a vessel passes 
throii^i so many States, with conflicting jurisdictions, it is desirable that there 
be sufficient authority under the laws of the United States to apprehend the 
offender at once and bring his case before the United States officials before he has 
opportunity to escape. 

With an act conferring upon the district courts jurisdiction for larceny when 
committed on maritime waters within a State, there would then be no doubt as 
to the method of procedure, under Revised Statutes 4300 to 4305, which provide 
for summary trial. 

The procedure in the United States courts would be to have a warrant issued 
by a commissioner of the court, who would hold a preliminary hearing, and if the 
evidence was sufficient an indictment would immediately nssue and the court 
would ^ant a speedy trial if the circumstances justified, and there would be 
such uniformity in the method of procedure for larceny on the navigable waters 
that the shipping community would become familiar with the methods. The 
same procedure would pertain at any port where the vessel touched; but under 
the present doubtful condition of the law they are reciuired to subject themselves 
to the State laws, which, because of their differen(;e, are confusing and uncertain. 

I inclose herewith drafts of two bills, either of which would, in my opinion, be 
sufficient to apprehend a member of the ship’s company, but if it is desired to 
make the matter broad enough to cover botli seamen and passengers, I would 
recommend the adoption of Revised Statute 5356 as amended. 

If it be said that tne United States has no juri.sdiclion over these offenses when 
within the borders of a State, I think the answer to tli.s is that the United States 
has jurisdiction, under a proper interpretation of ihe Constitution, to define 
crimes and provide for their punishment on the lui vigable waters of any State, so 
as to give the United States courts conciiriont jurisdiction with the State courts 
over such crimes. 

As I did not have the volume containing the statutes before me, I stated that 
there was no redress when the act of larceny was committed on the high seas, 
and I have taken the liberty of correcting my evidence to agree with the statutes, 
and also have corrected the questions to show a proper relation to the answers. 

It will give me great pleasure to be of any further assistance within my power. 

'V’ery respectfully, 

Danl. H. Hayne, General Solicitor. 
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[Inclosure 1.] 

AN ACT to amend section I59() of the Revised Statutes of the United States, relatltijf to olTenses and 
punishments. 

Be it enacted hy the Senate and Home of Representatives of the United States of 
America in Congress assembled, That subsection eight or section 4596 of the 
Revised Statutes of the United States be, and the same is, amended to read as 
follows: 

Section 45!)(;, subsection eight. For wilfully damagin|r the vessel, or embezzling 
or wilfully damaging any of the stores or cargo, or taking or carrying away with 
intent to sb^al or purloin the personal goods of another, or receiving any stolen 
money, goods, chattels, bonds, bill obligatory, bill of exchange, promissory note 
for the Tiayment of money, bank note, paiier bill of credit, certificate of any State 
or the United Stales, knowing the .same to be stolen, by forfeiture out of his 
wages of a sum eipial in amount to the loss thereby sustained, and also, at the 
discretion of the court, by imprisonment for not more than twelve months. 

flncloMirc 2 ] 

AN ACT (o iuiicikI .scclioii of the Revised Stalutc.'iot the United .StiitcH, relating to crimes iirlsluK 
within the maritime and ternlorial jnnsdietion of the United States. 

Be it enacted by the Senate and House of Rejmesentatives of the United States of 
America in ( 'on f//'c.s.s* a.s.s'c»tWc(i, That section 5J156 of the Revised Statutes of the 
United Sttites be, and the same is, amended to read tis follows; 

Section 5:150. Every person who, upon the high seas, or in any place under the 
exclusive jurisdiction of the United States, or upon waters within the maritime 
jurisdiction of the United States, takes and carries away, with intent to steal or 
purloin, the personal goods of another, or receives any stolen money, goods, 
chattels, bonds, bill obligatory, bill of exchange, promissory note for the payment 
of money, bank note, paper bill of credit, certificate of any State or the United 
States, knowing the same to be stolen, shall be puni.shed by a fine of not more 
than one thousand dollars, or by imprisonment not more than one year, or by 
botli such fine and imprisonment. 


Washington, D. C., April 6*, 190 J. 

TESTIMONY OF M. C. MARKHAM, . 

Assistant U'ajfic manager Illinois Central Rrailroad and the Yazoo and Missis- 
sippi Valley Railroad. ‘ 

The commission met at 10.47 a. m., Mr. Farquhar presiding. At that time Mr. 
M. C. Markham was introduced as a witness, and, being first duly sworn, testified 
as follows; 

Q. (By Mr Farquhar.) You will give your name and address and official posi- 
tion to the stenographer.— A. M. C. Markham, as.si8tant traffic manager of the 
Illinois (.'entral Railroad and the Yazoo and Mississippi Valley Railroad; my 
address is Chicago. 

Q. How long have you been connected with railroading, and especiallv with the 
Illinois Central?— A. I have been railroading since 1860— :J3 years— and have been 
with the lllitiois C’entral 25 years. 

(^. Have you any prepared statement in answer to the geneial inquiries in the 
topical plan of inquiry on the subject of transportation to present to the commis- 
sion?— A. Yes; 1 have prepared a short statement. 

Q. The commission would be plea.sed to hear it.— A. The witness then read as 
follows: 

In response to the request of the honorable Industrial Commission I appear 
before it to give such information as is within my knowledge as to transportation 
on the Mississippi River, methods employed, volume of traffic, and the effects and 
influences of this river transportation on the railroads. 

Prior to 1870 the Mississippi River and its tributaries transported the greater 
part of the freights and passengers to and from the States traversed by them. 
Since then the construction of a large railroad mileage in the Mississippi Valley 
has somewhat diminished the volume of traffic hand ed on the rivers. 

In 1870 there were only 27,182 miles of railroad in 18 States of the Mississippi 
"Valley. In 19C0 there were upward of 110,000 miles of railroad in these same 
States, or over four times as much. 
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The trade records show a decreased tonnage movement by the river year by 
by year, yet the total vessels and volume of business is still very large. A stat^ 
ment of the river trade compiled by the Census Bureau for 1889 showed the mag< 
nitude of the commen e conducted thereon. From this statement we find there 
were 7,445 vessels plying on the rivers, having a capacity of 8,393,878 tons. For 
that year tliere were transported on the rivers 10,858,894 passengers and over 
31,000,000 tons of freight. 

As the important trade centers situated on the Mississippi River and its tribu- 
taries, such as New Orleans, Vicksburg, Memphis, Cairo, Paducah, St. Louis, 
Dubuque, St. Paul, Evansville, Louisville, and Cincinnati, have for some time 
past been fully served by the railroads, it is natural that the latter should share 
in the trade formerly controlled by the river craft. Asa consequence of the more 
expeditious movement and improved facilities afforded hy the railroads, the river 
traffic has appreciably declined. This is shown by the decreased movement from 
the important trade centers situated on the river, and is further accentuated by 
the withdrawal or nonexistence of some of the steamboat companies which oper- 
ated on the river in the eighties and earlier. There is still a large business done on 
the river, however, on special commodities, such as grain, flour, lumber, sugar, 
molasses, cotton seed, and miscellaneous freights, both to points reached by 
railroads and to way landings. 

The barge lines are important factors in river transportation on account of the 
la^e tonnage capacity and cheapness with which they can conduct the business. 

TheSt. Lou-sand Miss ssippi Valley Transportation Company organized a barge 
line early in the eighties. It represented the consolidation of 3 barge compa- 
nies previously in existence. The St. Louis Merchants’ Exchange Report for 1883 
said of this company: 

“ The new organization has ample means and facilities for handling with dis- 
patch all the business that may be doing. ^ * 

‘ ‘ In order to show how great the facilities of the transportation company 
alluded to are for handling the bulk grain, it can be stated that there are now in 
nse 98 barges and 13 towboats. The capacity of a barge is from 50,000 to 00.000 
bnshels, and it can be loaded quickly from the spouts of the elevators. A tow- 
boat will often start from St. Louis with 4 toO barges attached, or, in other words, 
with a cargo of from 300,000 to 300,000 bushels of bulk grain, besides other kinds 
of freight, as these barges are so constructed that any and all kinds of freight 
can be carried. The consolidated line has a capacity of moving 3,0o0,000 bushels 
of grain per month.” 

In November, 1900, a new steel barge line, consisting of a towboat and 2 
barges, went into operation between St. Louis and New Orleans. The boats are 
designed to draw not to exceed 9 feet of water, and great success is predicted for 
them. This line will, of course, meet with strong competition tr^m the old barge 
line, which is still in existence. The new barge line has already made 3 trips, 
and the owners seem to be very confident of success, although the last trip took 
54 days from St, Louis to New Orleans and back. 

In 1880, the receipts of grain at New Orleans by river were 15,708.004 bushels; 
of cotton, 1,087,533 bales. For the same year St. Louis received and shipped by 
river nearly 3,000,000 tons of freight. Since then very marked changes have taken 
place in the commerce movement of the MissLsippi Valley. Railroads have been 
Duilt into the territory fomerly served by the river, The gradual improvements 
in road^d, equipment, and general facilities of the railroads enable them to com- 
pete more actively with the river and conduct the traffic with decreased expense. 

Lines of railroad run close to the river on both sides, nearly all the way from 
New Orleans to St. Paul, and New Orleans to Louisville and Cincinnati. Aside 
from all these, there are other lines of road which detour from the river, yet con- 
nect the chief trade centers and control the traffic that was formerly taken to the 
river by rail and thence forwarded by boat. 

The statistics of river trade are very meager, but such few as are obtainable 
show that the business is not increasing. 


Coal received at St Louis for the years named. 



! 

1880. ' 1890. 

1899. 

By river 

By rail 

BusheU. ; Bushels. 
1,639,875 a, 038, 600 
40,252,481 67,489,?26 

Bushels. 

908,760 

106,159,126 
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Tonnage received and shipped by rivet' at St. Louis for the years named. 



3880. 

1890. 

1900. 

Rpcoi vod ...... .................... 

Tons. 

803,860 

1,087,626 

Tons. 

630,790 

601,862 

Tons. 

512,000 

245,580 

ForwRrdpd 



In 1881 there were received at St. Louis 356,020 tons of lumber, logs, and shin- 
gles by rafts; in '890, 182,940 tons; and m 1900, 73,840 tons. 

Tons of freight by rail received and fortvarded at St. Louis for the years named. 


Ref>'ivefl .. 
For warded 


1880. 

1890. 

1900. 

Tons. 

Tons. 

Tons. 

I,0fl6,r>24 

9,969,291 

15.376,441 

5,755,680 

5,270,860 

9,180,309 


The cotton receipts by river at New Orleans in 1880 were 64 per cent of the 
entire cotton receipts of that place; m 1810, 20 per cent; and in 1899, only 15 per 
cent, showing a large decline in the river cotton trade. The rail receipts, on the 
other hand, were in 1899 over 800 per cent of what they were in 1880. 


Cotton receipts at New Orleans. 



1880. 

1890. 

1899. 


Hales. 

Hales. 

Boies. 

Ry rlvRr _ - 

1.087,622 

425,828 

343,450 

By rail . 

627,577 

1,722,473 

1,935,177 






Of 784.027 barrels of floor received at New Orleans in 1899, only 71,962 were 
brought by river. 

Ot 8?, 479, 500 bushels of grain received the same year, only 2,754,928 were brought 
by river. 

In 1884, New Orleans received by rail 1,185,272 tons of all kinds of freight; in 1900, 
4,212,600 tons, or nearly four times more. 

In the trade issue ot The New Orleans Times-Deinocrat of September last the 
river situation was summed up by Captain Drown, the traffic manager of a steam- 
boat line operating Irom New Orleans north, as follows: 

“Some years ago regular lines ot large, fine steamboats plied on fixed schedules 
between New Oileaus. Sr. Louis, Cincinnati, Louisville. Memphis, Vicksburg, and 
the lower river. This also applies to the tributary streams in Louisiana, Missis- 
sippi, and Arkansas, As the railroads opened, the patronage transferred by the 
shippers from the river boats to the rail lines began to have serious effect on the 
boats by a decided reduction in their revenue from jiassenger travel and freight 
shipments. * ^ So much business was diverted Jrom the river to rail by 

shippers that as the boat lines would loso a bout or one would lor any reason go 
out of commission, the ])ro8pects for profits in building new craft were so uncertain 
that there was no inducement for the boatmen to replenish their fleets and keep 
up their trades.*’ 

However this may be, the same trade issue of the Times-Democrat shows 207 
vessels belonging to the port of New Orleans, which were in service on the river 
and lake in July, 1900. 

The St. Louis Trade and Commerce Report for 1900 shows 6 steamboat com- 
panies with 24 steamers plying between that place and other ports north and south, 
besides 64 independent packets and towboats. 

At Memphis there is the Memphis and Cincinnati Packet Company, the Memphis 
and Arkansas City Packet Company, and the Lee Line of steamers running north 
and south therefrom. 

There were 29 steamers engaged in freight and passenger business in 1899 
between Cincinnati and other ports, representing a tonnage of 16,811 tons. 
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Notwithstanding the decline which of late years may have taken place in the 
river commerce, the Mississippi and its tributaries are now, as in the past, a 
potent factor in diininish.ng railroad rates and revenues. Nor must it lie thought 
that their influence in this respect has been or is confined only to the traffic 
which moves between the trade centers situated on the river. The complexities 
and necessities which confront the railroads in rate making are such as to make 
this river influence almost conterminous with the Rocky Mountains on the one 
side and the Atlantic Ocean on the other. 

The recognized principle lor rate construction, educed from long, practical 
e.sperienco, horn of strife, competition, and rate wars between rail carriers, the 
demands of rival markets and commeicial necessities of trade centers has rendered 
it imi eratiie that certain fixed relations shall be established in railroad rates to 
common points f>f destination from various points of origin. 

For instance: The river, as can be leadily understood, makes the rates from St. 
Louis to Memphis or New (Orleans. The railroads running between those points, 
to get a share of the traffic, must necessarily offer rates approximating those made 
by the river craft. Chicago is not situated on the river, but it would be placed at 
a disadvantage as regards the Memphis or New Orleans trade if it were not«put 
upon a relatively fair rate plane with St. Louis. A railroad company having a 
line running from Chicago to Memphis, or from Chicago to New Orleans may 
have no interest whatever in St. Lou's industries, and. for this reason, might be 
very glad to give Chicago such r.ites as would enable it to compete with them. 
By so doing, the Chicago railroad builds up the enterprises of the town it is 
interested in and reaps the benefit of getting an increased traffic therefrom. 

There are many outlying towns of importance contiguous to ( hu ago. These 
also have their merchants and manufacturers who are seeking markets for their 
wares. Demands will be made upon the railroads which serve these outlying 
towns for such favorable rates as will enable them to inaiket their products as 
against Chicago or St Louis. It may be to the best interest of one or more of the 
railroads that these demands be complied with Rival industries and manufac- 
turing cities farther removed, that would be affected in the sale of their products 
by the favorable rates given the others, would follow in making like demands 
upon the particular railroads which they support, with the result that relief 
would at once forthcorne. 

Then, too, railroads running from other towns situated on the rivers, such as 
Cairo, Paducah, Evansville, Louisville, and Cincinnati, are obliged to make rates 
to river points uppro.\iinating those made by the I'oats; and inland towns, whose 
trade may be affected by these, make claims on the railroads which serve them 
for such an adjustment of their rates as will eiiualize their disadvantages. Thus 
the demand would spread, step by step, until almost the entire northern country 
had partaken in a measure ot the low rates made necessary in the first instance 
by the river influence. 

Nor is this ail, for, taking the converse of the situation described, the rail car- 
riers are confronted with a condition that abridges their power to uphold rates to 
and from the inland towns of the Southern States fully as much as in the Northern 
States. 

Mobile is situated on the Gulf of Mexico, 1 10 miles east of the Mississippi River. 
It has railroads reaching it which have no interest in New Orleans or its commer- 
cial growth. Its merchants and manufacturers ( ompete lor trade with those of 
New Orleans at common markets. The representatives of the railroads running 
from St. Louis to Mobile say: ‘ While we have not the competition of the river to 
force a reduction of the rates to Mobile, we have the fact before us that New 
Orleans gets low rates by river and by rail. Therefore, to enable our merchants 
and manufacturers to compete in common markets with the New Orleans mer- 
chants, and thereby give our roads traffic for transportation, we will be obliged to 
make the same rates from St. Louis to Mobile as are made by the river lines or the 
railroads from St. Louis to New Orleans.” 

Montgomery and Selma, trade centeis on the Alabama River. 180 miles north- 
east of Mobile, compete for business in common territory with Mobile and New 
Orleans. Th^ are favored with river transportation from Mobile many months 
in the year. Their rates, therefore, from the North can be no greater than the 
Mobile rates plus these low Alabama River rates. The railroads reaching Mont- 
gomery and Selma, having no interest in Mobile or New Orleans, are desirou’ of 
getting all the traffic they possibly can to and from Montgomery and Selma. This 
can only be done by putting them on a fair plane respecting rates with Mobile and 
New Orleans. 

We next come to Meridian and Jackson, Miss.; Birmingham, Talladega, Gads- 
den, Ala., and Chattanooga, Tenn.. on one side; Columbus, Rome, Atlanta, 
Athens, Macon, Augusta, Ga., and other towns of importance, on the other side, 
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all claiming from the railroads which serve them to be put on such a plane resnect- 
ing rates as will enable them to do business in common territory as against New 
Orleans, Monile, Montgomery, Selma, and one another. 

In the same way. Galveston, 3(10 miles westof NewOrleans, has no river advan- 
teges, but the railroads serving that city, having no interest in New Orleans deem 
it proper to put it on a plane whereby the Northern products can be exported 
therefrom and its merchants and manufacturers be enabled to compete in North- 
ern common markets with those of New Orleans. This arrangement affects out- 
lying and intermediate towns between Galveston and the Missouri River, and 
Galveston and the Mississippi River north of Vicksburg, all of which must have 
merited attention. 

It is in this way that specific rate differentials are established between trade 
centers interested in effecting sales of their products in common territory. By 
these means, industrial enterprises, remote from the river, are enabled to trade at 
business centers situated on the river in competition with those on the river; and, 
further, inland towns, remote from the river, are enabled to interchange trade 
between each other at much more favorable rat^^s then the ra Iroads would be justi- 
fied in making if the river influence did not exist. 

These river rates also affect the rail rates East and West, as well as those North 
and South. Take grain, lor instance. Irom the Missouri River trade center. Kan^ 
sas City, to New York: the rates that would apply on such traffic would have to 
approximate the rates from Kansas City to St. Louis plus the low barge rate from 
St. Louis to New Orle ms. This latter was as low as 4 cents per bushel the past 
year. Whatever rate is made from Kansas City to the Atlantic seaboard must be 
made also from the other Missouri River gateways, such as St. Joseph, Leaven- 
worth, Nebraska City, and Omaha, or else all the grain west of the Missouri River 
would be funneled through Kansas City. 

Some of the lines traversing Missouri and Iowa have no interest in St. Louis, 
and to get the most remunerative haul on the traffic, are desirous of ta\mg it 
through to ( 'hicago or other Illinois junctions to be transferred to the Atlantic 
Seaboard lines. 

The rates on traffic east of the Toronto-Buffalo-Pittsburg line, destined to the 
Southern States, may i e affected by the ocean carriers to and from North Atlantic 
and Southern ports, Railroads running into the Southern States by the Virginia 
gateways have to measure their rates by these if they should prove to be lower 
than those made by the influence of the Mississippi River. 

The Great Lakes, the St. Lawrence River, and the Erie Canal virtually dominate 
the rail-carriers' rates on traffic interchanged between the Eastern and Western 
States in a somewhat similar manner as the Mississippi River does traffic North 
and South. The rail rates are fu-t, adjusted between Chicago and New York in 
competition with those establishe.l by the lake and canal. Philadelphia, Balti- 
more, Newport News, and Norfolk make claims f -r less lates by reason of lessdis 
tauce than New York and not having as good facilities to export traffic. Afte? 
much strife and destructive rate wars these claims have been allowed. 

Inland towns, remote from the lakes, in Pennsylvania. Ohio. Indiana, Michigan, 
and Illinois, take proportionate rates with those from Chicago as their distance is 
greater or less than that of Chicago. This virtually means that every point in the 
States named enjoys the full benefit of the lake and c.inal competition on seaboard 
busineM. On transcontinental traffic, or that beyond the Rocky Mountains, the 
Atlantic and Pacific oceans have for a long time governed the rates. Rates by rail 
from New 'fork to San Francisco are measured by those made by ocean steamers 
via the Isthmus to San Francisco. By reason of the competition of manufacturers 
and merchants and commercial communities between the Atlantic s aboard and 
the Missouri River, the Western railroads have been compelled to make the same 
rates to the Pacific coast from all the inland territory as are made from New 
York. 

We might go further and say that the rates which the American railroads make 
from the Pacific coast points to the Atlantic seaboard on the silks and teas and 
other goods from China, India, and Japan are governed by the rates made via the 
Indian Ocean, Suez Canal, and Atlantic Ocean. 

The same may be said of our cotton and cotton goods from the Southern and 
New England States to China, India, and Japan. 

The whole question of railroad rates can be summed up in the remark that the 
power of the railroads to enforce any given rates is circumscribed by the water 
carriers, and the maximum they can charge is prescribed by the rivers, lake, and 
ocean carriers. 

The reductions, however, in rates which the railroads are obliged to make are not 
at all times confined to figures forced upon them by the water carriers. Compe- 
tition between railroads themselves, the necessities of trade, demands of rival 
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towns, and other influences have an effect in reducing the rate basis below the 
figures made necessary by water competition; but. as l^fore stilted, the maximum 
rates they can charge are governed entirely by the transjwrtation charges made 
by the rivers, lake, and ocean carriers. 

It is owing largely to these reasons that rates in general have been constantly 
on the declin •. In 1808 the lake and canal rate on wheat, Chicago to New York, 
was 22.79 cents per bushel; in 1899, 6.(>5 cents. The all-rail rate in 108 was 42.6 
cents, and in 1899, 10.29 cents. In 1^2 the rate on grain, St. Louis to New Orleans, 
by barge, was 7.5 cents per bushel; in 1900 it was 4 cents. 

The average rate per ton per mile on the Illinois Central Railroad in 1873 was 
2,20 cents; in 1900 it was 6.5 mills, or less than 30 per cent of what it was 27 years 
before. 

In 1899 the average rate per ton ])er mile of all United States railroads was 
seventy-two one-hundiedths cent; in 1882, 17 years before, it was 1.23 cents, or 71 
per cent higher. 

A comparison of the rates charged on American and foreign railways in 1892 
prodncea the following results: 



For pas- 
sengers 
per mile 

For freight 
per ton 
per mile. 

United States 

C(^nts. 

2 . 14 

2 

3.05 

3.:ki 

2 2o 

Cents. 

0.97 

1 

1 .50 

1 .59 
1,39 

Frassla 

Austria 

Prance 

Belgium 


The American freight rates show by last report at hand that they are now over 
25 per cent less than above figure and that the passenger rate per mile is 2.002 
cents. 

The English railway reports do not give the rate per ton per mile, but a pub- 
lication by J. S. Jeans, of London, entitled “ Railroad Problems” has this to say 
of English railway rates: 

•'English railways practically work on the same tariffs to-day they did in the 
infancy of the system, "and “it is piobable that the average ton-mile rate on 
English railways will not be much il any. under lAd. (4 cents), which is just 
three times the amount charged on the principal American lines. ’ 

Three cents per ton per mile is more than four times the rates of the American 
roads to-day. 

The published all-rail rate of freight on grain from St. Louis to New York in 
1881 was 32 cents per 100 pounds. In 1897 it was 17A cents on corn for export. 
The actual rate was many times as low as 12 cents. 

The New York Produce Exchange Report shows freight rates on wheat, Chicago 
to New York, as follows: 



Lake and 
canal. 

Lake and 
rail. 

1 

All rail. 

1868 

Cts. per hu. 
33.79 1 
9.16 
5.93 

5.65 

Cts. per bu. 
29 

11.4 

11 

6.63 

Cts. per hn. 
43,0 

17.7 
14.5 
/ 11.13 

\ »10.23 

1878 

1888 

1899 



‘ Export. 

Grain rates by barge. 



St. Louis to 
New Orleans. 

1882 

Cts. per bu. 
S.5to 7.5 

1900 

4 
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The St. Lonis Trade and Commerce Reports show rates of freight by river from 
St. Louis to Memphis, Vicksburg, New Orleans, and way points for the years 
named; 



Memphis. 

Vicksburg. 

New 

Orleans. 

Sackjjraln per 100 pounds: 

Cents. 

124 to m 

Cents. 

20 to 30 

Cents. 

20 to25 

1900 . 


10 

Flour and meal per barrel: 

1880 

1900 

25 to 45 

40 to 00 

30 to 50 
20 

Pork per barrel: 

iSlS) 

80 to60 

60 to 90 

46 to 75 

vj(Y) 

30 

Moa^^er lod pounds: 

12.6to20 

20 to 30 

16 to 25 

1900 

10 

Hay ^r 100 pounds: 

17. .5 to 2.5 

25 to 36 

20 to80 

1900 


12.6 to 16 




ALL-RAIL RATES OF FREIGHT FROM ST LOUIS TO SOITHERN CITIES. 

Flour per barrel: 

18s:j 

Cents 

4.5 

Cents. 

(5.5 

84 

Cent 

jooo 

20 


Pork • 

1882 

115 

ii.5 

jlHHJ 

.55 

82 

82 

Sack erain per 100 pounds: 

1882 

25 

33 

33 

1900 

12 

20 

20 

Meats: 

1882 


36 

35 

1900 

IH 

30 

30 

Hay: 

1882 

2.5 

. 3:3 

33 

1900 

12 

20 

20 




The changes in these rates, as shown, represent the action and counteraction of 
the river and the railroads. As before stated , the rates Ir' :in other river points and 
interior points were influenced and affected by these reductions. 

All that would now seem wanting to fully complete the Mississippi River as a vigor- 
ous and active competitor of the railways and to secure to the producers of the 
entire Mississipiii Valley low rates lor all time is a sufficient depth of water at the 
mouth of the river to float ships of 15,000 or 20,000 tons. If this deep water were 
attained, ships would be enabled to carry larger cargoes, and, as a conseijuence, 
could afford to materially reduce freight rates to foreign countries on the valley 
productions. 

We export per annum over 2,000,000,000 pounds of provisions, 500,000,000 bushels 
of breadstuff’s, and 7,000,000 bales of cotton. Notwithstanding the greater part of 
these products i -s raised in territory much nearer the Gulf ports than to the Atlantic 
ports, yet only ii, small percentage of them find an outlet via the Gulf ports. If 
larger ships could enter the Gulf ports, the ocean freight rates would be so cheap- 
ened as to permit a full share of these exports to seek those outlets. The competi- 
tion that would arise from this between the railroads running to the Atlantic sea- 
board and those running to the Southern ports would of itself have a tendency to 
reduce the transportation charges millions of dollars j early. A reduction of rates 
of 2 cents per 100 pounds on the export (juantity of the three commodities named 
would amount to a saving to the producers of $0,900,000 yearly. Any one con- 
versant with the competitive action of railroads would not, under the new condi- 
tions which would then obtain, consider a reduction of 2 cents per hundred pounds 
excessive. Nor would this be all. The rates on the shipments for domestic use 
would be largely influenced by the reduced export rates. 

It would therefore seem that a yearly expenaiture sufficient to insure deep water 
in the mouth of the Mississippi River would be repaid more than tenfold in the 
benefit to the producing community that would inure therefrom. 

Q. (By Mr. Litchman.) You gave some statistics in relation to the decrease in 
the transprtation of lumber to and from St. Louis, and your remarks lead me to 
ask whether or not the depletion of the forests in the teiTitory tributary to t^ 
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Mississippi River has had any effect on that decrease in the shipment of lumber?— 
A. Yes; it has. But the decrease is largely accounted for by the doing away with 
the middleman. Twenty years ago Chicago was a very large lum er market. 
The lumber cami" down by ship from northern Micliigan and Wisconsin and was 
handled in Chicago and sent out by the railroads to Illinois, Iowa. Missouri, and 
all through the Western prairies. To-day there is some lumber coming out, but 
the railroads have built into the lumlier regions and the cars are loaded at the 
sawmills and go through to their destination, doing away with the Chicago middle- 
man. And that se^^ms to be the tendency in every trade. 

Q. Has there been any effect from the development of the lumber industry in the 
South?— A. Yes. The rtceipts of lumber from the South to-day in Chicago are as 
large as the shipments of Northern pine, whereas 20 years ago there was scarcely 
a car of Southern pine to be found there. 

Q. Do not these shipments seek other outlets as well as St. Louis? Are not ship- 
ments made at other jilaces than St. Louis?— A. Northern Minnesota, Dubuque, 
Clinton, Jowa-all those points on the river have the lumber rafted down from the 
Wisconsin rivers in the same way that St. Louis had in the olden days. 

Q. A proper analysis o( your figures ought to take into consideration whatever 
modification there is by reason of these facts you have just stated?— A. 1 merely 
gave those facts with reference to the lumber I did not include them in the gen- 
eral statement of tonnage. I gave them by themselves because it would not be 
fair, 1 suppose, to attribute the decrease entirely to the railroads. 

Q. Would the same influences that would tend to decrease the river shipments 
of lumber also tend to decrease the shipments of the same material by railroad? — 
A. No; the shipments by rail would be decreased in the same way that the river 
shipments would be by the depletion of the forests; but the railroads might be 
increased by taking away from the river and going direct from the forest to the 
consumer. 

Q. (By Mr. Clarke.) I would like to inquire if the railroad companies have 
any Interest in the new steel barge lines on the rivers?— A. None that I know of. 
Of course we are looking with a great deal of interest on this new barge line. 
That is the reason why 1 happen to know it was 54 days making the trip. We do 
not care about it being very much of a success. 

Q. Suppose some important railroad interest acquired control of those lines, 
Suppose, for instance, an Atlantic seaboard line acquired control of those barge 
lines, how would that acquisition be likely to affect the traffic of the Illinois Cen 
tral Railroad, north and south?— A. That could be answered in two ways. If an 
Atlantic seaboard line controlled the barge lines, it might possibly advance rates 
on the barge line to such a degree as would make it more remunerative for the 
Illinois C.'entral to haul grain by rail. But the very fact that the Illinois Central 
would haul the grain by rail would be a detriment to those Atlantic seaboard 
lines, because the Illinois Central is in competition for the grain business of Illi- 
nois, of Iowa, Missouri, and Nebraska. 

Q. Take the converse of the proposition. Suppose the Illinois Central got con- 
trol of those barge lines, how would that be likely to affect the traffic on the river 
And on the roads paralleling the river and on the Atlantic seaboard lines?— A. 1 
suppose I can answer that by telling you what it is that influences our rates 
to-day. It is the rates of the Atlantic seaboard lines more than it is the river. 
The river comes in from time to time, but we are always obliged to meet these 
Atlantic seaboard lines traversing Illinois and running to the river. There are bo 
many of them it is very hard to keep track of them and know what rates they are 
making. 

Q. Let us carry this question a step farther. Suppose these Atlantic seaboard 
lines become practically operate<l under one policy and community of interest if 
not a consolidation. What effect will that be likely to have upon the course of 
business and on the roads? — A. A very salutary effect upon the course of business, 
and possibly a salutary effect upon the roads, but not such a good effect upon the 
rates as upon the business of the entire community, and for this reason: The 
trouble with the rates to-day is not in diminishing the revenues of the railways so 
much as it is in wiping out or exterminating business men of all kinds excepting 
the large enterprises that have large volumes of freight to offer and get induce- 
ments. The railroads are as much against that as they possibly can be. With 
these combines that you speak of bringing a number of roads under one manage- 
ment, as it were, or under one given policy, the first thing that would be done 
would be to ^ve everyone equal rates. The small dealer and the small manufac- 
turer could hve then as well as the large one. That is the way it strikes me. The 
benefit to the railroads, to be sure, would come from the fact that they would not 
bi obliged to make these reductions in rates that they are now obliged to make 
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by the action of some unscrnpulous lines, which are not as good physically as 
their own and which can not get the business at the same rates; but they are there- 
and they have got to have the Imainess at some rate. 

Suppose there should be a community ot interest between the Atlantic sea- 
board lines and the (rulf lines, both water and rail, how might that affect some of 
those cities on the Gulf and on the Atlantic coast?— A. I am glad you brought 
that point up, because 1 tnink I would have overlooked it. It is something I have 
thought of. From what I say ‘in this paper with reference to this competition of 
merchants and manufacturers in trade centers, I thin » that it would be impossilde 
for any railroad to-day to withstand the reasonable, what I might term the legiti- 
mate, demands of any town or any community to which it runs. Of course we 
can no! say that it would not have the power to do so, but 1 know that the prac- 
tice IS entirely different from anything of that kind. The interests of the railroad 
and the community are mutual but apart from that fact, if the demand is to be 
put upon a relative y fair plane, so that the community or the tradi' center will 
be ab e to do business in competition wirh some other trade center, it seems to me 
the, railroad traffic officer can not resi.st it Thirty years ago. m accordance with 
instructions received from the general freight agent of the railr ad with which 1 
w'as then connected 1 billed a particular kind of ireight, openly, at la cents per 
one hundred pounds bet ween two gi ' en points, lor one 8liii)])er and. at the same 
time, at i > cents per hundred pounds for other shippers. The res ective shippers 
knew this was being done, but I do not n'lneinber that any obiections wore made. 
It seimied to be all right then, as the party who received the lower rate shipped a 
hundred times larger voli me than the others. I can not imagine such a thing 
happening to day iindei any circumstances. Since then there has been a change 
in the way ot thinking about such matters and a radical change in the way of 
action. 

There is not a merchant who comes into a railroad traffic manager's office to day 
and lu\ s <lown a T>ropositioii which is reasonable and logical that will not receive 
attention nor simply because be has the power will the traffic manager resist it. 
Undei the conditions of the situation he can not go again.st what is logically right, 
I do not know of a railroad man whose mind runs in any other direction. I know 
they are cliaiged soaH'timch with heiiig arbitrary, but I speak iiou ('xperience 
when I say they want to be lair. 1 meet them all nearly every W( ek. 

Then it is your belief that if the railroads can become emancipated from the 
slavery of ruinous cutthroat competition they will necessarily bo operated upon 
strict business principles A I have no reiuson to think otherwise. 

(jb Suppo.se there is a juill from competing cities in opjiosite directions. To 
make the case concrete, take New Orleans and Boston, both export citie.s of grain. 
Assuming that the mouth of the Mississippi is deepened, as you suggest, so that 
the lessels ot deepe-t draft can trade there, how would that competition be likely 
to allect the iiresent g am export business of Boston?— A. It would possibly take 
from Boston a share of the l)ii>ine'-8 that it is now doing also from New York and 
from some of the other Atlantic ports; possibly also from Montreal, But it could 
not do it nnlo.ss there were cheaper rates than now exist. 

You think, then, the present rates are rather favorable to the Eastern cities?— 
A. They are, by reason ot the fact that the ocean carriage from the Eastern cities 
to European points is less than it is from the Gulf ports, made so largely by the 
fact that not as large ships can enter the Gulf ports as can enter the Eastern ports. 

Q. Then the matter of time has something to do with it?— A. It takes possibly 
50 per {;ont more time from the Gulf ports. 

0 . Is there a consulorable development of the coal industry in the Mississippi 
Valley as a result of the building of lines to the Gulf?— A. No: there is no export. 
The only development i.s the consumption of the towns, I think there has been 
very little export: possibly a little from Pensacola to the West Indies, or from 
Mobile. Theie has been none from New Orleans. 

Q. A few years ap the president of the Mexican Central Railway told me that 
che people of Mexico imported coal from Cardiff, Wales, to Vera Cruz more 
dieaply than they could buy Southern coal hundreds of miles nearer, simply for 
die want of good rail connections between the Southern coal mines and the Gulf 
)orts.--A. How long ago was that? 

(qj. Five or six years ago.— A. Well, since then there have been great improve- 
nents made In fact, i n the last 1 0 years there have been great improvements made 
n the physical conditions of railroads— the ballasting of tracKS, cutting down 
)f grades, widening of embankments, and by putting down heavier rails and add- 
ng larger and more powerful engines and larger cars-so that the cost per unit of 
-raffic has been greatly decreased. You can readily understand that if an engine 
san haul 23 cars, and by cutting down grades and adding larger engines and larger 

16a 28 
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cars it can haul, say, 300 or 400 tons more, the cost of carrying this extra tonnager 
would be comparatively little. What the railroads can do now is entirely different, 
particularly the Southern roads, from what they could do 10 years ago. 

Q. (By Mr. Ripley.) You have spoken of the competition of water routes as if 
it compelled a rate, we will say from Chicago or St. Louis, to a great number 
of points in the South. By that do you mean to imply that there are steamship 
lines actually plying by the Southern rivers to Montgomery, Macon, and other 
points? Is any large amount of traffic actually carried down the Missiasippi and 
then up these different rivers? - A. I think there is not at the present time. It is 
a fact, as 1 have heard it said by traffic gentlemen at some of our meetings, that 
in the springtime, from year to year, boats do run from Mobile to Montgom- 
ery, but 1 was in hopes 1 had made it understood by my paper that, irrespective 
of the Alabama River being in operation from Mobile to Montgomery, the trade 
conditions of Montgomery are of such a character, ina^nuich as the merchants 
were competing in common territory with New Orleans and Mobile, that Mont- 
gomery and Selma would have to get such rates as to put them on a i>lane with 
New Orleans and Mobile on account of the low rates to these points. 

Q. It is not, then, the competition of routes up these rivers which determines the 
low rates, but competition between trade centers?— A. I thinlv the competition of 
the rivers made the rates in the first place, and the differentials established at that 
time obtain to a large extent now. The trade centers are one influence, but there 
are a great many influences that make a proposition. For instance, a proposition 
is made at a traffic meeting by the lepresentative of some one line f' r a lower rate 
than exists on some particular commodity from some given point on his line to a 
common trade center, which may also be on his line. The commercial conditions 
prevailing may necessitate this change in the rate. A representative of another 
rail line may immediately announce that if the reduction is made he will be obliged 
to make a corresponding reduction from a point on his line, probably a hundred 
or more miles away, to enablehis patrons to market like commoditiesat the common 
trade center. This may be followed by propositions Irom representatives of half 
a dozen more lines, all claiming reductions to meet the new changt*. Various 
influences here insert themselves, and, after hours, and perhaps days, of contentious 
argument, a compromise is effected on the basis ot establishing certain fixeil dif- 
ferentials between the various shipping places and the common trade center. The 
result obtained supposedly enables all tlie lines having an interest in the business 
to do a fair share of it in the common territory. 

Q. Is it not true that the defense set up before the Interstate Commerce (Com- 
mission and the United States courts for the low rates granted to these im])ortant 
Southern cities has been that water competition existed?— A. 1 think that is true, 
but you understand that while there may be no competition to-day— that is to say. 
while there may be no buNiness taken to day — if the railroads weie to put rates up 
to what you might call normal rail rates, to-morrow or the next d;iy a boat would 
be in there. 

C^. Suppose a boat line wer<! started on one of those rivers, what would be the 
attitude of the railroads?— A. They would probably meet the rates for the time 
being. They do not want to see their trade taken away. 

Q. Wouldn’t they endeavor to crush out that competition?- A. I do not know 
as there is that feeling, a de.sire to crush out. They would protect themselves the 
same as they would from a rival railroad, feeling that they would not want their 
patrons to go to another carrier. 

Q. The point I wish to make is this; Is it justifiable to assert that the rates are 
made by water competition when, as a matter of fact, that water competition does 
not exist, because tne railroads have either killed it out or have power to kill it 
out?— A. I would answer that question by saying that railroad rates rarely ever 
go up, strange as it may seem to the outside public, who believe they do. 

(^. You mean they do not directly advance?-— A. Directly advance. This is 
shown from reports and from the united experience of the roads. There may be 
in some cases possibly a change of classification of some particular things, but I 
do not know when such changes have taken place. 

Q. Is it not possible to advance rates by changing the cla88ification?--A. It is. 

Q. And that has been done? — A. That has been done. It was done in the East 
last summer, but there were also reductions made. 

Q. Your statement, then, should be qualified?— A. Yes: to that extent; but when 
the rates have been established in the first place by this water competition they 
Ate not afterwards easily advanced. The merchants and manufacturers adjust 
their prices and their business operations to them, and the railroads merchants, 
and manufacturers of interior towns adjust their prices to these, so that afterwards, 
if the water competition is eliminated, it is not an easy task to advance the rail 
rates witliout a general disturbance of fixed conditions throughout a large territory. 
-Railr(j#ds are to disturb conditions of long standing and possibly bring 
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upon themselves a censorious public opinion. 1 do not say that an advance could 
not be made, but I know of no case where rates have been put back to what they 
were formerly, or to a higher basis, simply because of the destruction of water 
competition. 

Another reason why the rates are not advanced when this competition is elimi- 
nated may be the traffic officer has occasion to express views on these competitive 
rates from time to time, measures other competitive rates by them, and from long 
association and working traffic under them tor years they linally, perhaps, become 
crystallized in his mind as proper figures for the traffic to which they apply. Jfe 
could not readily disassociate his mind of the idea that as business was for a long 
period worked under such rates and the correlated conditions adjusted to them, 
they should still prevail when that which first entorced them no longer exists. 

The classification committee not controlled entirely hy his road introduce^ 
changes over wliich he had no control/-- A. Yes. but the changes can not be made 
on his line without his assent. When yon speak ot tliis classifical ion having been 
advanced, it might be in this way: There are probably (KOOOor <.000 articles in the 
classification, and they are rated, say, from 1 to (I. There are a great many articles 
shipped that will not come within the line of any of those classes, from I too; that is, 
commercially they can not stand the rates charged in the classes. They are. 
therefore, taken out of the classification, and are given what are called commodity 
rates. Those commodity rates are special rates to meet the situation, to enable 
those commodities to boshipiied. They could no; 1 m‘ slopped if they were charged 
the rates of the class to which they Ijeiong. Now. in this change in classification 
you speak of. the advance was by reason of the advam o in price of a gretit many of 
these commodities. The railroads found that they could be relegated back to trie 
class to which they originally belonged. That is wheie advances were made; at 
the same time ther*' were reductions made 

Can you specify any such changes made in the Southern das ification?— A. 
That was chielly in the official c)a.s8ificatioa,aiid w<- do not use that in the West. 

Q. Jn which classification is your road^-A. The Western classification and 
also the Southern. 

Q. Coming back again to conqietition, you have siioken of the possible compe- 
tition of river lines, which, however, does not exist in all cases. You acknowledge 
thal condition, do you not. that on many of these rivers sti'amers are not operating 
at the present time?— A. Yes; but the rates which were charged at the time they 
were operating still govern. 

And you acknowledge that if steamship lines wer(‘ started on those rivers 
the roads would, as a business proposition, havi' to protect themselves? -A. Yes. 

(By Mr Faii^uii \r ) Are there any lines that you know of on Southern riv- 
ers outside of the Mississippi and its tributaries, such ,is the Warrior, the Chatta- 
hoochee. etc., connecting different cities with one another?— A. The Tennessee 
and the ( Tmilierlaiid have boats running at the present time, also the Arkansas 
iiiver and the Bed River, I understand. 

(»). (By Mr. Rii'Lex. ) We are referring to the rivers on the Atlantic and (^nlf 
coasts, aie there any lines rt'gulaily plying on those rivers'^- A. I do not know of 
any; I am not in a position to know, as wo have no lines east of Mobile. 

Q. It you were compolled to transact all your business at tbo ])er-tOM rate wTiich' 
you charge on your through shipment to New Orleans, could the road remain 
solvent." - A. No. sir. Do you mean by that that il wo were to make all the rates 
on an average rale? 

(.^. If you W(Te to make all rates on av( rage rates, could you? Is it not true that 
the railroads recoup the loss on very cheaply constructed through business on the 
high local rates.-" 1 would like to have you expia n -A. I would like to qualify 
my ]ircviou8 slatement if I conveyed the id -a lo you that if wo carried all business 
ataii average r.Te the railroad could not be <)( erab d. I was wrongtliere, because, 
if Wb hauled all freight at an average rate, we could get just as much money as 
we are getting now. Tlie railroads would he very glad to get the a\ erage rate on 
everything, but the trouble is we can not get an average rate for acai of coal, for 
a car of lumber, nor lor a car ot grain A great many of those staple commodi- 
ties we can not get an average rate for. we can get an average rate for a car of 

merchandise. Now. your other question was with regard to 

Q. (Interrupting.) Distances; that is to say, is it not true that on the lines which 
operate parallel to the Mississippi the rates Irom the local points away from the 
river are very much higher than the rate from points farther distant from New 
Orleans, which, however, are not subject to river competition?— A. The rates from 
points remote froui the river are higher than the rates to points on the river, nec- 
essarily. The rai'roads, I think, could not successfully operate their roads, par- 
ticularly the Southern roads, if all rates were reduced to the basis of the rates made 
necessary by river competition. 



436 


INDUSTRIAL COMMISSION : — TRANSPORTATION. 


O. In other words, you are able to met t river competition at river points by 
tn^ing up what you lose on that traflic ou increased local rates? Is thatnot true.' — 
A. No; it is the old (iuestion over again. 1 would say it this way. The railroads 
at the interior points have given rates that, with the best knowledge they can 
bring to hear on them, are reasonable rates. Such rales enable the towns and 
communities to which they are offered to do business in certain territory. The 
railroads then come to the river. They find the situation at the river such that 
they can get traffic only by making a ceitain rate. The rate w hich it may he nec- 
^sary to make at the river may lie very low--it may be half the rate; it may be 
one-third of a roasonahle rate tor interior points— but it does not necessarily fol- 
low that by making that rate the road is losing money, which it has to lecoup 
from the otlier points A rate that will enabh* a railroad to add to its receipts 
more than to its expenses will not cause a loss of mom y in the sense that I under- 
stand you to use in putting the (luestion. 

(^. By losing money 1 mean pay all its interest on its bonded indebtedness and 
dividends upon a lair return of capital invested in the stock.— A. Yes; that is so: 
a road can not pay all fair returns on such rates, but it can add to its receipts 
more than to its expenses, and by reason of that fact it is enabled to give interior 
points belter rates than it could otherwise give. 

Q. In other words, this local discrimination helps, does it not, the local point as 
well as the competitive?— A. At the competitive point— the railroad is obliged to 
take the goods at the rates offered or relimiuish them . By taking the goods at such 
rates it makes a little profit. It does not make all the prolit that is necessary, but 
by reason of the tact that it makes a little profit, it is ,iU8t so much better able to 
give rates to those who have not these geographical advantages. 

Q. Are the steamships between Memphis and New Orleans, we will say, able to 
make up on higher local rates at river points for what they lose on competitive 
Memphis business where the railroad touches the river in the same way that the 
railroad is able to make uj) by increased local charges? To be specific. 1 find in 
the Interstate t 'ommerce Reports, volume y, page 121 , a case involving cotton rates 
h’om Memphis to New Orleans, and the statement there made is that the rate from 
Memjihis to New Orleans per hundred ])ounds of cotton is 17 cents throa;;h Holly 
Springs, while Holly Springs, being 15 miles nearer to Now Orleans, has to pay 
40 cents a hundred pounds. My (piestion is this: Is not the railroad at an ad\ an- 
tange over the steamship line by being able to charge those higher rates at local 
points, an advautago which the steam.ship companies do not enioy. because there 
are no local points on which they can charge 40 cents in order to meet the loss of 
the partially lessened ]»rofit at tho Memphis point, where the rate is 17 cents'— A. 
I think that at the way landings- such places as are not situated on the railroads— 
the rates are much higher than they are at points like Vicksbiirg and New Orleans, 
and that the steamboats do charge more. I would like to say in connection with 
tho Holly Springs rate that Holly Springs, by being within 45 miles of the river, 
gets the advantage of tho river rate of 17 cents by the river. All that the Holly 
Springs rate can be to NewOrleansis the 17-cent rate plus the rate from Memphis to 
Uoily Springs, and if Holly Springs were notsonear the river the railroads, instead 
of charging 10 cents, would be obliged, and from the revenues and the interests paid 
by the Southern railroads would be justified, in charging more than 10 cents. So 
far as the Southern roads are concerned, the last report of the Interstate Commerce 
Commission shows that while the roads south of the Potomac and the Ohio ri vers 
and east of the Mi.s.sissippi River have 17 per cent of the mileage, their earnings 
have been only 12.5 per cent and that -I have the figures exact— they only paid 6 
percent of the entire dividends paid by all the railroads of the United States, where 
their share ought to be 1 7 per cent. They had some !i;782,000,00() capital and bonds 
upon which nothing was paid. 

6. Understand me, I am not criticising this practice at all. It seems to be a 
necessity of the business, but a witness l^fore this commission, whorepre-iented 
tho steamship companies, has testified that, as a matter of fact, in the competition 
between waterways and railroads it was not the waterway which made the rate, 
but the railroad. In other words, that the Illinois Central makes the rate which 
the steamers have got to meet, rather than that the steamer malfes the rates which 
restricts charges of the Illinois Central.— A. 1 have no doubt that is so eventually. 
It must be so. As 1 stated, the present rates are the result of action and counter- 
action on the part of the steamboats and the railroads. 

Q. He testified that it is the steamship companies that suffer by competition 
rather than the railroad which was underbid. He testified that from the local 
point8~we will say between Memphis and New Orleans— on the river that there was 
no way of recouping by higher rates; that nobody could expect that at any point, 
and that consequently to a point two-thirds the way up to New Orleans from Mem- 
phis the rate would lie appro.\imately two thirds of that Memphis rate— 17 cents; 



M. 0. MARKHAM: — COASTWISE TRANSPORTATION. 487 


so that the steamer company is getting from a point two-thirds the way from Mem- 
phis two- thirds of 17 cents, whereas the Illinois Central from a ])oint within the 
line is getting 40 cents, and that con* equently the railroad has a great advantage 
over the steamship company, and that it is the railroads which have driven the 
steamers out of existence.— A. 1 do not understand the steainho.its would charge 
two-lhirds of the rate to a i oint simply because it was two-thirds of the distance 
They generally have a blanket rate, and while the rale is 17 cents from Memphis, 
where they could load boats, down farthe.- they charge $1 a bale, which would be 
‘JO cents a hundred. 

Q. (By Mr. Faio^uiiar.) Can you give the difference in your o[)erating expenses 
from Chicago to (.'airo and from Cairo to New Orleans^ -A. That is not a part of 
my business; I do not think the accounts are I ept. There is no division ol' the 
operating expense. 

Q. Have you any idea what the difference in the volume of traffic is? -A. 1 
made a statement some years ago before the Interstate ( 'ommission, and 1 think I 
showed that on Northern lines- the lines north of Cairo -the ton miles to the 
miles of line were tour times North what they were South. 

(By Mr. RiiUiKY.) You have spokmi at length ot the great deciaase in 
fi eight rates in the last •!() years. Your statistics, howexer. almost entirely dealt 
with through rates, did thev not^ -A. The statistics dealt with through rates, but 
thestatcmeni that I have given here includes all rates— that is, the rate jier ton 
per mile. 

Q. Would you l)o willing to .say that there has been a coriesponding reduction 
of local rales upon the rai'roadsof the United Stales as a who eof which you have 
any knowledge — A. No; I do not think theie would be a corresponding reduction, 

Q. Has there been any reduction? — A, Oh, yes; fiom time to time. 

Q. On the Illinois ( 'entral. with which you are familiar, can you state anv spe- 
cific instance in which local rates are less than they were ‘?0 years ago? -A. Yes; 
our rates on cott ui have been revised, I think, two or three times, and there were 
reductions in merchandise on Sonthorn lines. The rates in iowa and other States 
have been revised. 

Q. And these have involved a substantial reduction of the local rates to which 
we refer specific ally'-'-- A Yes. because they have distance tariffs on all classes of 
commodities in various States. 

0. The point I wish to incpiire about is tlrs" Docs not that excessive reduction 
of through rates to which .\ou refer entail a burden on the* railroads? Are they 
not doing business at less tlian they could afford to do that same business were 
they notable to make some add d profit from local rates; that is to siiy, iindud- 
ing the interest on the capital invested? Do I make the qiv stion clear?— A. i f the 
railroads did not ta. e this competitive busine.ss at these low rales they would lose 
BO much 1 even ue- for instance, say it was li) c ents a hundred. and that they were 
obliged to charge JO cents from local places, they are oh.iged to take the through 
freight at the iO-cent rate or not take it at all. By tating it at 10 c-ents theie is 
not a los.s They can not, to he sure, i ay the pro rata ol interest upon bonds and 
stock and other things, but they do add .something lo their receipts more than the 
amount th(‘y jiay out. I would put it this way; I will divide the whole oxpemse 
ot the rai road uj) into three parts, and I will say that on(‘ jiart, or one third, is 
interest on stock and bonds: 1 will say that another third is the fixed expense of 
maintenance ol stations and station grounds s:ilaries of the gcuieral office’s, legal 
ofiicers, division officers station agents, cler. s, telegraph operators, bridgemen, 
section-road men, ami all that class which it is nece.ssarv to retain, whether the 
competitive business is or is not taken. We have in the.se two thirds ot the entire 
e\])en.se, which might be termed a “fixed expense' that goes on whether we haul 
bM)()(J,()00 or J().iM)0,0() ) tons. We have another expense, the other third, that I 
will term tho • ‘ movement expense. This consists of the wages of enginoors. tire- 
men, conductors, and hrakemen. the locomotive and car repairs, luel, tul. waste, 
water, and wear and tear of rails and tracf. In the operation of the rai mads of 
the United yta es. the aver.'ge expen.se of the these three re.s])ecii\ e ouisioiis of 
the service will aiiproximate the proportions given. As competitno tratfic is 
otlered at certain specified rates made for ns by influences beyond our power to 
control, change or affect, the (juestion to be first determined is will it pav this 
' inovement expense ’* The other two-thirds expense goes on w liether we take it 
er reliiiguish it. Any amount m excess of this “ movement exjiense ' that can be 
obtained is .pist so much more thai can he ajiplied toward meeting the fixial two- 
thir. s expense and thereby enables us to make the burden so much lighter for the 
local or noncompetitive tr.iffic. As before stated, the expense attendant upon 
ine transportation of competitive freight which a railroad can secure only on 
condition that it charges ceriain specified rates made for it b> outside influences 
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entirely oeyond its power to control, change, or affect, is the actual outlay which 
its movement necessitates. If tiie railroad plant and other facilities are ample to 
enable it to transport such freight without further outlays, then it will leseen 
that the expense incurred will not be in proportion to that of its regularly estab- 
lished business. Nor will the movement of competitive freight always incur the 
entire expense embraced in the several items named comprising the “movement 
expense.” 

The “movement expense” of such traffic might be decieased considerably, 
according to the different conditions or exigencies that might present themselves. 
For instance, if the traffic were offered at a time when empty cars had to be returned, 
the item of wages, fuel, and other supplies, together with repairs of locomotives 
and cars, would not properly enter into the cost. The expense incident to the?-e 
would be largely incurred with the movement of empty cars as well as with loaded. 
Then, again, if the preponderance of tonnage was in the direction opposite that to 
which the competitive business was destined and such Imsim^ss enabled the carrier 
to load up tiainsthat would otherwise be hau ed light, the expense of the new 
competitive business would be inappreciable. Neither would this competitive 
business entail a proportionate share of the large expense of maintenance of track, 
bridges, and culverts, which constitutes a large jiart of this one-third “ movement 
expense." The wear and tear of those are not in direct rntio to the tonnage trans- 
ported. The wear and deterioration caused by the action of the weather, the repairs, 
renewals, and cuttings of embankments, of the masonry, ballast, and road cross- 
ings. the disintegration of ties, bridges, and fences xvouhl go on just the same 
whether this competitne business was or was not hauled, so that it would not be 
proper to charge such extra business with a tonnage i)roportion of the expense of 
their maintenance. 

Keeping in view these many influences, it will be observed that many of ihe 
items comprising the “movement expense” already incurred by the then existing 
business would not be changed by the addition of the new competitive tratlic and 
that the entire expense of its movi meiit wou'd in many cases be inappreciable. 

From what I have said, it will be .seen that tho difference in a rail-carriers rates 
can sometimes be very great, and yet it ( an not justly b(^ affirmed of them that 
some are unreasonably high or others unreasonably low; that the expense which 
a traffic uncler certain conditions adds to the already existing expense of a railroad 
may be coxered by very low rates without injury to any community or locality, 
and yet the rates which it may be neces.sary to cliarge upon other traffic must of 
necessity be higher m order that the entire cost may be coveriffi and the property 
be saf ely and successfully operated. Any profit, therefore, there may be in the 
transportation of a competitive traffic -and from what has bei^i said as to the 
expense. I think it will be conceded the rates would have to 1 e exceedingly low 
before there was no profit -relieves the local or domestic traffic of so much of the 
burden of meeting the fixed steady expense, and that so long as the receipts from 
this competitive traffic are in excess of the expense incut red for its transportation, 
there can be no such thing as recoupi’ig loss on low-rate competitive business 
by charging higher rates on local tratlic, no matter how large a difference there 
may be between the two rates. 

Q. Suppose that this competition which has brought the rates ou through busi- 
ness, the shipment of gram to the seacoast, down distinctly to the level ami almost 
to the cost of moving, will not the elimination of that competition by community 
of interest m someway, perhaps, have a benelicial result in preventing the further 
progress of that dec rease in rates which is a loss to the railroad, if you put all 
expenses together? — A. It might do that. It might prevent this gradual decrease 
in rates that you speak of, but the things that have operated in the past largely 
to reduce these rates, the rivalry of towns that may be situated on different roads, 
and the necessities of commercial communjties will continue to operate. Manu- 
factures will come on one road and they will compete with manufactures probably 
three or four hundred miles away to get into a common market. They may not 
be able to get the raw product as cheaply as their competitors, and this disad- 
vantage will have to lie equalized m some such way as by a reduction in rates. 
So it seems to me that the railroads that serve particular commun ties— trade 
centers— can not resKst the demand for putting (hose people on a plane whereby 
they will be enabled to do business, to build them up, build up the railroads, and 
build up the towns. 

Q. Is there any community of interest going to be powerful enough to prex ent 
that recognition of trade centers?— A. I do not think it can run against the public 
opinion or the necessary demands that would be made. 

Q. Does not that trade competition between centors f onsist in the giving of 
special commodity rates, rebates, and other acts of discrimination whicli are not 
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granted to certain individuals but to towns?— A . I think there in very little of that. 
The practice vt as in vogue before the interstate law went into effect. They did 
have special rates from special towns to certain territory— that is. from large job- 
bing centers— but all the merchants had those rates from those towns. I do not 
know that it is in operation now. 

Q. You are familiar with the basing-point system of Southern States?— A. Yes. 

U. What determines whether a particular town shall be a basing point or not? 
Will you e-cplain that system, for the sake of the record?— A. It virtually is about 
the same as I have stated in my paper, that the minute a town has grown to any 
importance, and it has got a certain number of lobbers that can trade in the 
outlying districts, then it gets rates that are related to rates made other jobbing 
centers. These would start, say, for instance, from a point like Atlante. or like 
New Orleans, and gradually extend to other towns that were of sufficient com- 
mercial importance to justify them in receiving as gcxid rates as the others. The 
rates are not always the same to the different points, but their relations to each 
other are such as to enable each place to trade in the outlying teiTitory that might 
be claimed as naturally tributary to it. 

Q. What determines whether a place shall be a basing point or not? Is it not 
in some degree arbitrary? -A. It is arbitrary, but the place must have some job- 
bers: that i.s, what we call jobljers— some wholesale houses that trade in the 
outlying districts. 

Q. It involves an infraction of, or an exemption from, the long and short haul 
danse of the Interstate Commerce Commission, does it noC— A. It does. 

0. Do those basing points exist at all in the territory in which the Illinois Cen- 
tral Railroad serves, or does that railroad observe the long and short haul danse?— 
A. The Illinois Central observes the long and short haul clause, with, however, 
some exceptions, like Jackson, Miss , and a tew other points. 

C^. Could it ho possible for any other ,obbing centers to rise in competition with 
.lacksoii, Miss., .so long as you dropped these basing-point rates to that center?— 
A. Basing-point rates were there before the interstate law was put in effect, and 
we liase the rates now on river rates to Vicksburg plus the rail rates. Basing 
point rates at Jackson, in the first place, arose from the Vicksburg river competi- 
tion. In the second place the rates at Meridian, a competitor of Jackson situated 
on other railroads some t)0 miles away, makes the practice necessary at Jackson. 

Can you meet competition from New York jobbers in the Mississippi Valley 
territory by rates which are granted Chicago jobbers in that same territory?— A. 
The rates from both places are related. We can not change a rate to-day from the 
West without demand being made for reduction in the New York rate. 

Q. Is there any complaint on the part of trade center.s in the Middle West— Chi- 
cago, St Louis, and other places— that they are unable to comiiete with New Y'ork 
in the MiHsissippi Valley territory?— A. In the Southeast we give a certain terri- 
tory the name Missi.ssippi Valley. While the section is all Mississippi Va'ley. that 
east of the Mobile and Ohio railroad, which is about 100 mi eseast of theMissis.sippi, 
is especially so m our nomenclature. The Illinois (’entral has full and complete 
control of that section and makes such rates from Chicago and from other points 
as will enable those people to go into that Mississippi Valley territory. There is 
trouble, however, on territory east of that, as you say. 

.Might there not he a lino along the junction of those two territories where 
competition from New York as a trade cimter on one side and competition from 
Chicago and Bt. Louis on the other side would especially depress rates and give a 
peculiar advantage to, we will say, Montgomery?— A. The rates were very early 
tixed from Baltimore, on the one hand, and Cincinnati, Louisville, and St. Louis, 
on the other. The matter has come up three or four times in tlie last 10 years, and 
it has been shown that the effort of tlie West was to put in the products from its 
manufactures as against the East, and changes are made from time to time. 
Every meeting you will find a list of changes, making rates one way or another to 
meet the new conditions. 

Q. Are you aware of the recent experiment described in the press, inaugurated 
by the Chamber of Commerce of Chattanooga, or by the merchants of Chatta- 
nooga, chartering a steamer to ply down the Tennessee River to Paducah, in order 
to prevent excessive rates, excessive to that center?— A. I have seen a statement 
to that effect. There are boats running on that river all the year round. 

Q. There is nothing in the nature of innovation, then, in this experiment?— A. 
Probably coining up as far as Chattanooga, there is; but Chattanooga has been 
able to get lower rates than it would otherwise get by reason of the competition of 
Nashville. 

Q. The statement is made by the press that by shipping by water from Chatta- 
nooga to Paducah a saving of 80 to 40 per cent on through shipments to New York 
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and Philadelphi a ifl effected. Can yon explain that further?— A. No, I should think 
that would be an excessive Sfiving. 

Q. It might result in a considerable saving, though, under such conditions as 
are familiar to you?- A. Yes: but I think they have boats up to Nashville, and 
the rates from Nashville to Chattanooga plus boat rales to Nashville of course 
can not be as great as though they had only rail tiansportaiion to Chattanooga all 
the way. It would be only m some special commodities, I think, where the saving 
would be effected. There is grain Hour, and other art cles. 

Q. In the territory served by the Illinois Central is theie a tendency at the 
present time toward the extension of the system of I'oating ratts on cotton?- A. 
There is. 

Q. Will you speak upon that topic and show what its effect upon the railroad 
is— the cotton business?— A. In general, i's effect lias largely done away with tlio 
middlemen, and has effected a saving to the producer of Ironi possibly to $ { per 
bale. The conditions governing the handling of cotioiiand its transportation lo 
Eastern f; ctories have greatly changed in recent jears, Fornnrly the (otton 
factor at New Orleans or M('m])hiM ailvanced money to the producer for su])plies. 
stock, wagons, and other material entering into the production ol i lie crop. Inter- 
est and commissions were charged for the money, and, in addition, the planter 
was obliged to ship to the cotton factor Id bales of cotton tor every hundred dol- 
lars advanced. In addition to the interest charges, the producer of tl cotton 
was subjected to excessive prices for the handling of the cotton at New Orleans 
and Memphis. Besides the interest and commission charges, there were charges 
for brokerage, storage, insurance. sam])ling. classi lying, marking, weighing i elect- 
ing, compressing, drying, watching, handling, stowing and screwing. These vari- 
ous labors were under the guidance of associations, and there.sull was the producer 
was left with very little, if any. profit. 

In recent years compresses have been located in the intoiior towns, banks, and 
other facilities have hoen established, through tills of lading are issued, all of 
which supply the interior merchant and the producer with requisite means to carry 
on the business. Buye siromtbe Plastern iniilscan now make their selections 
from tlie interior towns and ship direct lo better advantage I oth to mills and the 
produccT. than formerly. Floating cotton, as it is termed, is cott' n shipped from 
a town where theie is no compress and stopped in transit at a I own where there is 
a comiiress and where it is then compressed, classified and afterwards reloaded 
for destination. By floating into the compress small lots from various towns, 

g urchasers are enabled to ship lull carloadsof different classes of cotton to various 
estiiiations. 

Q. Is cotton bought direct for the Southern mills in the same way. as a rule?— 
A. I think it is very little bought on our lino for Southern mills, but I think that 
where it is, it is bought in the same way as for the New England mills. 

Q. What is going to be the effect ot the extension of this system of floating cot- 
ton on former cotton centers, such as Memphis and other cities?— A. I think it will 
gradually takecotton away from these centers: the plan! ers w 11 ship direct. They 
get as good prices now at the station as they did formerly at Memphis or New 
Orleans, and they had to pay freight, aside from storage, insurance, sampling, 
and commissions. 

Q. Is there not difficulty in this cotton traffic or in the general traffic of the llhnois 
Central by reason of the lack of balance north and south I omul tonnage? Does this 
increase the cost on Southern roi’ds. as a whole?— A Of course, if the tonnage was 
equalized, the cost would be decreased in both directions. 

Q, How far is it unequal? Can you ma' e any statement respecting the propor- 
tion of north-bound and south-houiid tonnageon the Illino\s Cmitral. for instance?— 
A. I think the last report I saw showed it to he verv nearly eiiual; hut even though 
it were equal L^r a year, it necessitates a large lot of empty cars being hauled each 
way. That would arise in this way: Take, for instance, thecountry in and around 
Chicago for 200 miles where the traffic moves. The merchant must have his goods 
on his shelves along in February or March. That will necessitate their being 
moved from Now York or from the East probably in February, and from Chicago 
soon after. When the farmer comes into the country towns with grain for sale 
after he has done his seeding, the goods he wishes to purchase must be in the 
merchant’s store. The railroad has already brought them there, and as the farmer 
was not then ready to market his products, the railroad had to return the cars 
empty for more merchants’ goods. When the farmer is ready to market his prod- 
ucts the greater part of the merchants’ wares have been alreadj hauled, so that 
empty cars will have to be hauled to the farmer for the tfanaportation of his 
products; so that while the tonnage might be as great north as south, or nearly 
equal each way. still empty cars might have to be hauled in each directien by rea- 
son of the tonnage movement not being contemporaneous. 
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Q. As a rule, do the Southern roads operate under more or less disadvantage in 
tliis respect compared with the Official and Western territory? — A. They operate 
under greater disadvantage. 

That circumstance would justify a higher ratepor ton per mile, would it 
not?-A. Yes. Then, the fact that they have not the tonnage per mile of road 
means that they have not the earnings per mile of road. 

Q. Is there a tendency toward an increase in the distinction between carload 
and less than carload rates on Southern roads?— A. I think not. They sometimes 
charge the same, and sometimes have a carload rate, which is less than carload 
rates. 

Is that not determined by the Southern classification committee?— A. 1 do 
not know; we have rates for less than carload lota. 

q. Are you not .subject to the Southern classification of shipments in there?— A. 
W e are independent: we make any rule wo want to establish, but we have a car- 
load rate which is just, and also less than carload rates. 

Q. I do not understand how you are independent. 1 supiiosed every railroad 
operating in the territory east of the Mississijipi and south of the Ohio was sub- 
ject to uniform classification for that territory.— A. If all agreed upon ;i classifica- 
tion 1 suppose that wou'd be true, but I know w^e have these rates. 1 am not very 
well acriuaiiited with classification matters. Home of the other subordinate offi- 
cers attend to this, but 1 think that the lines within a hundred miles of the Missis- 
sippi River have carload and less than carload rates. 

Q. Have tliny alv ays had that distinction?— A. I do not know that all have. 

C^. Has your road"— A. Our road has, as far back as 18Kk 

Do you make moie or less distinction at the ])resent time as compared with 
20 years ago?- A, I could not say as to that; 1 would say more, if any. 

U. AVhat would be the effe( t of greater discrimination?— A, To increase the 
canoad biisincsH 

Q. What would be the effect of that on the small shijiper?— A. He wbuld be 
enabled to get carloads at cheaper rat* s than he would be otlierwise. 

Q. Suppose he could not handle a carload "—A. The object m decreasing the car- 
load rate would be to enable him to hamlle it. 

\Vhat IS the present status of the litigation between the Mississippi Railroad 
Commission and the Illinois Central Railroad respecting the land of the Yazoo and 
Mississippi \’ailey line? Was there not opposition by the railroad (commission to 
the acquisition ot that land on the groumi that the statute forbade (consolidation 
of competing lines —A. 1 <lo net know anything about that. The Yazoo and 
Mississippi Valley Railroad is a distinct organization entirely from the Illinois 
Central. 

Q. It is CO itrollecl by the Illinois Centra’, is it not.' -A. The officers of the two 
linos are id otical. There is no litigation pending, I think 

(^. (By Mr. FAiKttuiiAi,.) Within the lasttwoor ilireo years have vou found com- 
petition in tke carrying of grain between, say, Kansas City and Galveston and tlie 
Missifesiiipi River and your road?— A. Yes. 

Q. Have you ever been able to compete with that further Western rate— the Gal- 
veston rate."— A. Yes; we are doing it all along. Tli(‘ rates Irom Kansas City to 
Galveston and New Orleans are made with relation to the rates from Kansas City 
to St. Louis plus the barge line and from Illinois territory to New Orleans via 
all rail. 

Q. b on spoke of the railroads making the rates alwa\ s within a paying margin; 
did the railway men at the time the Kansas City and Galveston rates were made 
think that was a pajiiig rate— the cut rate to get through?— A. There was one 
time that the Kansas City Southern road made lowra'es. The Illinois ('eritral 
has never had very low rates. We have gone out of bu iiicss a good many times 
by reason of low rates; that is. we did not give onr shippers the rates which they 
said were necessary for them to have in order to enable them to ship as against 
other territory. 

Q. Do you regard this steel-barge lino on the Mississippi as an experiment, or 
are there business reasons for believing they will hold tlieir ground?— A. I think 
the owners went into it with that intention. It is on the new plan of McDougal. 
He is the fellow who built the whaleback. They, however, are confined at present 
to two bargrs, I suppose for the purpose of seeing how they will come out. 

Q. Is it a fact that the old barge lines of the ’80’a really paid, or were they 
abandoned because the railroads cut rates on them or lessened the rates so that 
they could not pay?— A. I do not think they paid. 

Q. Was that original barge line, as far as you know as a railroad man, started 
to cut Eastern rates and thus bring Eastern roads to terms?— A. I think it was 
started in the interest of the Missouri Pacific, which had no interest whatever east 
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of the MiHsissippi River. It was known at the time, jw I recollect, as the Gould 
interest. 

Q. You spoke of the tran.scontinental rates on silks, teas, etc., saying that ton- 
nage coming this way was controlled considerably by rates of the Suez Canal and 
the Indian Ocean. Is it not a fact that the Canadian Pacific made the rates for 
the transcontinental roads?— A. The Canadian Pacific could make them, but the 
Canadian Pacific would be subject to the same reasons why they should have good 
rates as any of the other tran.scontinental lines in competition with the Canadian 
Pacific. Any road in order to get its share of the business may move particular 
rates down, but wars can not last fonwer. Then tliey have to have these under- 
standings in regard to what rates they will make, and when they come to that 
condition the maximum they can charge is what they can get by measuring it 
with such rates as are made by the Indian Ocean and the Suez Canal. 

Q. What control has the Interstate Commerce Commission over Canadian 
Pacific road.s?— A. No control. 

Q. Don't Canadian Pacific lines recognize that they are subject to the jurisdic- 
tion of the interstate- commerce law and the Interstate Commerce Commission? — 
A. When they run into the United States I think: they have acknowledged the 
jurisdiction, but there is n dhing to prevent their giving a portion of the revenue 
which accrues on the Canadian lines, to shippers, if they see tit to do so. 

Q. (By Mr. RirtiKV.) Do you deliver any trafliir to the Canadian Pacific road 
at Chicago'?— A. The Canadian Pacific does iiot run into Chicago. 

O. Does it not control a line which operates into Chicago?— A. I think not. 

Q. (By Mr. Claukk.) Traffic Irom your road to the Canadian Pacific is made 
byway of the Wabash, is it not?— A. I suppose it would be; or possibly by the 
Michigan Central. 

Q. (By Mr. Riiu.ey.) Is there any large amount of cotton shipped all rail to 
Boston for export?— A. Yes. 

Q. How would the rates, let us say, from New Orleans or Memphis to Liverpool 
through Boston, compare with the all- water rates Irom New Orleans or Memiihis 
to Liverpool?— A. The rates would be the same to Liverpool via Boston and from 
every other port all the way around to New O'eans. 

Q. The proportion, however, which the railroads in American territory would 
receive would be fixed on that same basis?— A. It would vary ai cording to the 
rate offered. 

Which is the variable rate, the rail rate or the water rate, in the combined 
traffic?- A. They both vary. The rates to-day from Memphis to Boston, New 
York, Philadelphia. Baltimore, Norfolk, Charleston, Savannah, Pensacola, Mobile, 
and New Orleans arc all fixed figures. Each one of those ports reports each day 
what ocean rates they can obtain to Liverpool on cotton 

U. To whom do they report?— x\. To a central man in Meinpliis. 

Can you give his name and address?— A. It is \nder^on—J. A. Anderson, 1 
think. He is secretary of i he Memphis cotton committee. Tliose ocean rates from 
the various ports are added to those fixed rail rates The port which has the low- 
est rate to Liverpool fi.ves the rate for all ports. On the .supposition that the ocean 
steamers take the rates which they otfer in that section, the railroads have to 
shrink their rail proportion down to a figure that will enable them to make the 
same through rate as is made through the lowest port. That is the only way they 
have found whereby all lines con'd get a share of the cotton and at the same 
rates. 

(Testimony closed.) 


Washington, D. C., Ma^/ 14 , mi. 

TESTIMONY OF MR. WILLIAM LEGGETT GUILLAUDEU 

President of the Old Dominion Steamahip Company. 

The commission met at 2 o’clock p. m., pursuant to recess. Chairman Kyle pre- 
siding. At that time Mr. William L. Guillandeu. of New York (’ity, president 
of the Old Dominion Steamship Company, was introduced as a witness, and, being 
duly sworn, testified as follows: 

Q. (By Senator Kyle.) Please .state your full name, address, and business.— 
A. My name is William L. Guillandeu my residence is New York City; office 
address, 81-85 Beach street: I am president of the Old Dominion Steamship Com- 
pany. 
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Q. You may state, Mr. Gnillaudeu, something in regard to your own company— 
its organization, where it operates, what class of Ireight or freights is handled, and 
also whether you carry passengers.—A. The Old Dominion Steamship Company 
was organized under the laws of the State of Delaware in 187 .C It operates lines 
of freight and passenger steameis. Its main line is that from New York to Nor- 
folk, Portsmouth, Pinners Point. Newport News, and Richmond, Va. It has 
subsidiary lint s to many small points in the Chesapeake Bay country, likewise sub- 
sidiary lines on the North Carolina sounds and rivers. It has intimate connec- 
tions, both freight and passenger, with all the great railroad lines operating out 
of the Virginia ports, chiefly the Norfolk and Western, the Sealjoard Air Line, 
the Atlantic toast Line, the Southern Railway, the ( hesapeake and Ohio Railway, 
the Norfolk and Soutliern Railway, and smaller steam and rail lines. The great 
bulk of its business on the main line is freight, with, however, a large passenger 
business. 

Q. What number of steamers do you run.^— A. We operatt' d ocean steamers, 12 
subsidiary steaiiuTs of a sound, bay, and river character, and between 35 and 40 
harbor craft— lighters, barges, steam transfers, and steam tugs. 

C^. Is this company organized to oiierate in conjunction with railways?— A. Only 
incidentally. 

Q. Or to' piece out their terminals into New York City?— A. No: it is operated 
as a water transportation line primarily, and that is its purpose, its railroad alli- 
ances are incidental to the growth of the business. 

Q. Were the original incorporators railway men, as a rule?— A. Not active rail- 
way men. in any sense; no. 

Q. Aie they now.-'— A. Some of them; yes. 

0. ideiititied with what railways, chiefly-’— A. The chairman of the board of 
directors of the Norlolk and Western Railroail, the president of the Seaboard Air 
Line Railway, the president of the Southern Railway are on our board of direct- 
ors, tliose lines having stock inteiests in our company 

y, (By Mr. Riim.ky.) How long has this railroad interest in your directorate 
existed,-'— A. Fully 20 years. 

Q. Since tlio organization of the company?— A. Not quite. Something over 20 
years ago. It was i elt that it would strengthen the ( ompany to have 1 he principal 
railroads with which it was then connected and doing its business interested in 
the comiiany. and that was brought about, and that interest has been held contin- 
uously hy two oi the lines. There was also a third interest at that time which has 
since been translerred to the Southern Railway. 

q). Are there any independent water lines which have no affiliation with the 
railroads operating in the Chesapeake Bay and up to New York, for instance?— A. 
The word “affiliation; " how broad do you mean to make it? 

(.^J. I mean community of ownership, if you please, or actual representation on 
the board of directors.— A. My understanding is that there are several of the coast 
lines notably the Mercliants and Miners’ Company, the Mallory Company, and 
the Clyde Line— which I think have no absolute railroad ownership, but they have 
a large affiliation in the sense that a very large proportion of their business is in 
connection with railroads and they have close working and traffic alliances with 
the roads. 

C^. Is your policy the same as theirs in the making of rates?— A. On through 
business, I think so. 

Q. You are members, are you not, of the Associated Railways of Virginia and 
the Carolinas?— A. No; not of that organization. 1 think no water line is. But 
we are members of what I might call the wider organization, the Southeastern 
Freight Association. 

Q. Of which Mr. S. F. Parrott is chairman, with headquarters at Atlanta?— 
A. Yes. 

Q. What is the function of that Southeastern Freight Association as far as the 
making of rates is concerned Do they prescribe the rates which you shall charge?— 
A. No; It is a common bureau through which the rates used in common— that 
is, by all lines participating in competitive business— issue. They subscribe to the 
expenses of it. It is a joint office, without p )wers. however, of fixing rates. 

Q. Do yon agree to accept the rates which they fix, or have you power to make 
an independent rate?— A. Absolutely no rate can bo fixed for us that we do not 
fix ourselves. 

(^. You however find it for your interest not to be too independent, do you 
not? That is to say, yon strive to preserve harmony between the different lines 
interested?— A. I think all business arrangements are a matter of concession, of 
give and take. You will understand that the Old Dominion Steamship Company 
is directly represented by its traffic offi' ers on all matters which have to do with 
considering rate matters, and they dei ide themselves. 
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Q. (By Mr. Phillips.) About what per cent of the capital stock of your line 
is owned by the railroads or railroad people?— A. The total ownership by the 
three interests. I have stated, is more than a majority of the stock. 

That is owned by railroads?— A. Yes. 

Q. (By Mr. Ripley.) Do we understand you to state that you do not know 
whether there are any other comiietinpf lines in the same situation with reference 
to the railroads— that is, that the others are all independent lines?— A. No; lunder- 
stooil your (iUestion to mean were there any outside. 

Are there any others that are controlled by the railroads?— A. There are 
several lines on the coast in wh.ch, accordinir to common report, the railroads 
have an interest, notably the Ocean Steamship Company of Savannah, and the 
Cromwell and Morgan lines to New Orleans. I think the Chesapeake Bay lines 
are largely owned by the railroads. I think most of the Eastern lines from New 
York, running east, are owned by railroads. 

Q. Is there, then, any real competition between the steamship and railroad lines 
along the Eastern coast? Will you explain what the situation is in that respect?— 
A. There is genuine competition, I should say. between the steainsliips and the 
North and South railroads running up and down the coast, to the coast points 
proper, as between New York and Norfolk and Richmond. New York and Wil- 
mington. New York and Charleston, New York and Saiannah. New York and 
Brunswick, New York and Jacksonville, there is genuine competitum. On busi- 
ness through those ports to the interior, I think the competition is more relative 
to the several interests as between the water lines and their rail connections to 
the ultimate point in the interior. 

O. In other words it becomes a question of competition between all-rail lines 
and rail tind water lines combined?—/;. Yes; that is very well said. 

In such a case we will sjiy there is competition to Atlanta- would that be a 
fair illustration?— A. Yes, certainly; Atlanta is practically the Chicago of the 
South. 

Q. When rates all rail and rail and water are made together, is there any allow- 
ance made in the nature of a differential to the water lines or to the rail and water 
lines comliined?— A. Yes. 

Q. Will you state the pi inciple on which that allowance is figured?— A. The 
theory is that the water route ( the combined water and i ad route) hascer ain disa- 
bilities, the most important of which is the breakage of bullc at the point of trans- 
fer; secondly, the marine risks and dangers ol damage and loss, and third, the 
infrequency of sailing, the longer inlerva s between movement as against all-rail 
lines. Those 1 consider are the three most important elements which have seemed 
to reiiuire, and have so worked out, a lower rate on the part ol the rail and water 
lines. 

Q. Do these objections or disabilities apply equally to all kinds of freight? 
Tliat is to say, as a rail and water line comluned, are you peculiarly hampered in 
certain kinds of business as compared wuth others'-’- A , Yes: we are absolutely 
out of certain kinds of business notwithslanding our lower rate, notably in the 
enormous movement of cotton mill machinery. In all this great development of the 
Southern cotton mdls, the transportation of much of the machinery which is made 
in the East has been lost by thecoast lines practically all of it, because of its delicate 
character And there is other business perha])s ol that character where the same 
thing applies, the rail movement is so much superior. The unbroken car which 
the liianufac turer loads right at his louiidry door and mill door and which goes to 
the ultimate point of destinatii n,evcn to the \ery entrance door of the enterprise, 
offers indn ements w'hich the stfamer can not hoiie to equal, 

Q. Is there any distinction n ade in making up rates as to the different classes 
of commodities, as to wdiether these commodities are really in the competitive 
class or whether they are of a characier which boats would not carry in any 
instance? Or is there one prini iple adopted, namelv, of granting a differential to 
the rail and water lines as compared with the all-rail lines? Is the principle 
applied equally to all kinds of business:'— A. The principle is of almost universal 
appMcation. The modification of it comes in the scale of the difference; if 1 may 
say so, the rate of the difference. To a certain extent, however, the position is 
an average one. In no case, 1 might say, is the differential made wdde enough to 
absolutely attract a certain commodity because of the differential. It is made an 
average which gives a fair result to the shipper. 

V- What is the amount of the differential, for instance, as between New York 
and Richmond, can you specifically say, on first, second, and other class goods?— 
A. The differential between New York and Richmond as enjoyed by our line 
against the railroad carrier is 5 cents, first class, and 1 or 3 cents sixth class, I 
may have to refresh my memory as to that. 
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Q. What are the rates first class, for instance, in cents per 100 pounds?— A. My 
recollection is that tiie reilroad rate is 33 cents per 100 pounds, first class; our rate 
is 28 cents. 

Q. From New York to Richmond,’'— A. From New York to Richmond. 

Q, Is there a’ly such ditt'erential between New York and, Norfolk?— A. No. 

(^. Complaint has been voiced from Richmond to this commission that it does 
not enjoy the same rates either by all rail or rail and water that are accorded to 
Norfolk. Wil I you explain to the commission why in the one case the privilege is 
given and in tlie other denied? 1 wish you would give the rates and information 
with respect to the way m which rates are made, either from the West over your 
line up to the North or in the opposite direction?— A. 1 think that the origin of 
that difference was the old steanKo- scale of rates. The New York and Phi adel- 
phia steamers, ior instance, reaching Richmond touched at Norfolk and went on 
some 120 miles up the .lames River to Ri. hmontl, Their rates for carrying 
freight have been lor many years — 10 years, 1 suppose, as long as steamers have 
run there -higher to Richmond than the rates to Norlo k. Some years aj^o it 
became tlio policy of oar company, because ol the distributing competition 
between the two cities, to make the rate^ the same. My recollection is that the 
rail rates from the Northern cities base never been the same b\ the different sets 
of carriers between northern [joints and Richmond and northern points and Nor- 
folk. I may say, 1 think ii is the continuation of the original basis which was 
originated by the steamer lines. 

Does it seem to you that the complaint of Richmond is in any way justified 
bv the conditions, Ricninond and Norfolk being competitive centers? Let me ask 
another (luestioii: Docs the esistence of competition by the (Jape (^’harles route to 
Norfolk nave anytning to do with the matter?— A. No. I think' not. I think it 
can he fairly claimed tliat it is the absolute influence of the proximity to the sea 
which would always, [lerhaps.make a lower rate to Norfolk tWi to Richmond on 
the merits of the case on the merits of carriage or service performed. 

C^). What is the system of prorating, we will say, on a shi[)Tnent over your line 
to or from Memphis or to or from Atlanta? - A. The basis is the distance carried 
by each link in the lino. 

(^. Not absolute distance, however, by water?— A. No. there comes in a scale or 
an equalization— so much water distance to so much rail distance. 

(c^. What is the ( onstrucAive mileage that is prorated on through business via 
Norfolk?— A. (dur line adojjts a uniform basis of 1(»() miles. 

(.^. What is the actual dislance'- A. Three hundred and twenty-three. It was 
called 3;’0 miles m the old days, it was an estimate of two for one! 

C^. The assumption, then, made in prorating is that the e.xpense of water car- 
riage is, lor an ('([ual distance, about halt that of all-rail carriage.-'— A. Yes; 1 think 
that scale was fixed or wori ed out by the longer water lines. It is common on 
the coast 1 think I am right in saying that the other Atlantic coast lines use that 
basis ol two for one, 

Q. Is there any feeling on the part of either the railroads or the steamboats that 
this [irorating distribution is perhaps not altogether fair to b )th parties under the 
present costs oi oiieration?— A. Yes; and it has been in our case recognized by the 
allowance for extraordinary terminal and handling ex[)enses; so that, while our 
])rorating distance has not been changed, there has been an acknowledgment that 
on so short a route it is not e juitable. Hence we a o allowed, lurther than that, 
a terminal of so many cents a hundred pounds, and this apiilies through a very wide 
range of country. 

C^. In prorating, do you ma’ e any distinction between the cost from New York 
to Norfolk 0 ‘ Richmond for local consumption and the cost from New iorkto 
Norfolk or Richmond through to 'points beyond' -A. What is the first of your 
question? 

CJ. In other words, do you apply the principle of the import or export rate on 
coastwise business, and is ii the custom with other steamship companies?- A. Yes; 
the proportion of distance carried fi.'.es the percentage, and we acceiit that per- 
centage, wherever it may lead, on our through hiwness. 

Q. What is the rate to-day from New York to Richmond, first class, as you have 
said?— A. Twenty-eight cents. 

Twenty-eight cents by your route; that is, from New York to Richmond, for 
consumption at Richmond— terminating at Richmond?— A. Yes. 

Q,. What would be your proportion of the through charge to Atlanta, passing 
through Norfolk or passing through Richmond?— A. T have not the figures in 
mind, and I do not know exactly, but it would work out in cents per 100 pounds, 
with all the elements at that point, probably pretty nearly as much. 
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Q. And still you do recognize a certain difference, do you not, on the same prin- 
ci^e adopted in making import or export rates by the trunk lines?— A. We are 
bound to. Some of the roads, theoretically, in the old days would, in making up 
a rate, adopt our rate to Norfolk, and i)erhap8 the next carrier s rate to the next 
junction point, and so on, and the sum of all would make the total rate. Now, 
all the elements come in which serve to make that rate by our line, and whereas 
our rate to Atlanta is one thing, it would be another to another point. 

Q. Are you a competitor in rate making with the other coastwise lines which 
ply to Savannah; for instance, on Atlanta business, they prorating through with 
the railroad connection and you prorating at Norfolk with a railroad connection 
of your own? -A. Yes. 

Q. There is direct competition between the several steamship lines and by the 
raUroads?— A. Yes; there is all through, generally. 

Q. Your own line has its own soliciting agents distinct from the railroads? —A. 
Yes; and the through lines have as well. We have through-line machinery. 

Q. What do you mean by that?- A. I mean that the business, for instance, over 
the Southern Railway from New York to Atlanta is done under an organization 
known as the Piedmont Air Line, a certain organization that has a trade-mark 
and has its agents in New York, Boston, and everywhere; it has traveling men at 
work for that line. 

Q. And you are a member of that line?— A. We are a member of that line, and 
we have to jiay our (piota of its expense, because it works for everyone over that 
line. It is just an aid to our own machinery. No one company could afford to 
sustain such a line out of its own funds. Therefore, everybody contributes lor 
this extraordinary service. 

Q. Do you get the same amount for transporting goods from New York to Nor- 
folk or Richmond destined for the West that you do on goods from New York to 
Richmond or Norfolk destined for the South?— A. No. 

(^. Will you explain the principle on which you make the distinction?— A. The 
distinction is made for us in the through rates; the Atlanta basis, first class, 
being $1.H from New York, while the standard New York-Ohicago basis is 75 
cents, or 65 cents by our lines. There is not absolutely as wide a difference as that 
by reason of the different classifications in use. As a rule the southern classifica- 
tion runs lower than the trunk line classification. As a rule I think 1 iim safe in 
saying that. The rate scale is higher, hnt the general classification is lower, 
Thiit the rate scale is higher is due to the vast difference in the tonnage moved, 
the (juantity of goods relatively, as between the East and the West and the East 
and the South, and the greater number of competitors of all kinds in the Western 
business. 

Q. Are the steamship comiianies which operate along the coast getting into line 
in matters ot classification and methods of charging by weight, etc., with the 
railroads?— A. I think so. 

Q. A great deal has bf'en made at various times before this commission of the 
difficulty of rail and water competition. Do we understand you to state that, there 
are certain disabilities, on the other hand, under which the steamships operate in 
competition with the railroads; in other words, that it is not an entirely one- 
sided competition between the superior and inferior agent?— A. No; it is not. 

Will you speak of such experiments or attempts as you have made to get at 
the relative costs of different parts of your business; that is, terminal charges, 
conducting transportation, etc,, respecting the principles which in your .judg- 
ment should apply in such a case m making up rates?— A. The proposition is a 
very large one, Imt here is an illustration: One of the striking difi’erences, per- 
haps, between water transportation and through rail transportation is found in 
the fact that the steamer must of necessity load into her and have taken out of 
her every pound of freight that she moves, whereas m modern railroading a very 
large proportion of the traffic o\ er railroads is not handled at all by the railways. 
Theexpenseof stowing ocean vessels, even for coastwise business; the necessity for 
more careful stowing: the fact that the vessels have a number of decks, require a 
little more skilled labor than is re(iuired in running freight into a car; hence 
the labor charge is a great deal higher, and the steamer has to meet a fixed charge 
at each of her ports, generally speaking, far in excess of what the railroad has, 
even when it breaks bulk; and to the extent that it does not break bulk at all it is 
just that much ahead. Against that, 1 suppose, might be set the enormous cost 
of the railroad plant before it can do all this, as against the very much smaller 
plant cost of the steamship organization. 

Q. That being so. a short water route would perhaps not have any particular 
advantage as to cost over a railroad, terminal charges being so much greater and 
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there being only a short distance in which to recoup for the lower cost of moving 
a ship as against a train and for the extra charge of the tonnage? — A. It has 
seemed so to me. That is the best answer I have gotten to my e.vamination of the 
subject up to this time, and if you will allow me, I will explain whv we do not 
know a little l)otter. Water lines have no real basis of comparison between one 
another. The reciuirements of railroads and their willingness to give much data 
connected with their business is a great help in operating other rai roads. That 
requirement is not made of the water people, and 1 suppose the\ can not well give 
it out. They can not well make such figures, probably because to do so is liable 
to invite undue competition, so that we water men have not a chance to compare 
our results with other water lines similarly situated. Hence I can only give you 
the result of my own thought at this time, and 1 confess I have not thought 
of this subject enough to reach full conclusions. 

Q. The long and ^ort haul clause of the act to regulate commerce lias been 
largely set aside in the [Southern States by reason of the existence, as the railroads 
allege, of active water competition at a great variety of points. Do we under- 
stand you to say that such water competition is not as ^eat a hardship to the 
roads where the water route is a short one as it would be in the case of competi- 
tion with a long-haul water route'— A. No; you can not have understood me in 
that, because it has never af>pe iied to me in that way. 

Q. Will you explain how it does seem to you?— A. As far as 1 have gotten in 
my investigations, the dilHculties there are largely a matter of earnings to the 
individual companies rather than matters affecting the public. 

Q. In other words, the rates are not made by the cost of doing the business, but 
by other considerations?— A. Yes; practically. 

(^. We have had before the commission complaint from representatives of ship- 
ping interests at ('incinnati and other places that the rates m to the South from 
such gateways as Chicago, Cincinnati, and St. TiOuis are relatively much higher 
than the rates for an e [ual distence into the South Irora Eastern center-.. Does the 
existence of this water competition down along the Atlantic seaboard fully .lustify 
that condition, if it be as stated' Do 1 make the point clear?— A. You make the 
point clear, but it is a singolar thing that the great cause of fear that we Eastern 
men have is the ever growing volume of bii.siness from the West to the South, the 
leaving or di\er8ion from the Eastern shipping points of much business that 
used to flow through our channels and is now going from the West into the 
South, and the feeling the traffic men have is to watch that Western-Southern 
movement, because, moving as it does in very large bulk as a rule, we have felt 
that it enjoyed lower rates than we have. 

Q. Do yon refer to the grain and packing-house products’— A. No: I do not; 
they have a very slight relative movement. They have almost ceased to go East 
and then South. 

Q. How long since was it the custom to bring grain and other products from 
the West to New York and then ship to the South down along the coast over your 
line^--A. Fully twenty years. Virginia common points have practically had the 
advantage of as low rates as Baltimore, and even lower; and Baltimore being 
under New York, it was an impossibility for us to move it. My understanding is 
there is some business brought from Baltimore and Jffiiladelphia for coast points 
farther south— south of Hatteras. but the great \ olume of the Imsiness goes direct 
by through car movement across the Ohio River, and is distributed all tlirough 
the Southern States. 

In that case, having eliminated grain and packing-house products, you refer 
to manufactured products?— A. Yes. 

Q. Such as. for example, what?— A. Manufactured iron articles, agricultural 
implements, furniture ~a pretty wide range of commodities 

Q. Is that by reason of the growth of manufactures in the Middle West or by 
reason pf the adjustment of the tariffs?— A. Both, I think. Primarily the growth 
of the manufactures; secondarily, the rates. If I may be allowed to express an 
opinion, I think rates always follow commercial conditions. I think it is the mar- 
ket conditions which mal e the rates. 

Q. Have you any reason to supijose that those rates have been from the Ohio 
gateways less than the piililished tariff rates, inasmuch as they have abstracted so 
large an amount of this business from the coastwise steamers'— A. I am not in a 
position to pass on that. 1 am not closely enough in touch with the rate situation 
at this time to answer that question intelligently. 

That would be a possible explanation, would it not?— A. Yes. 

Q. Would any enlargement of the powers of the Interstate Commerce Commis- 
sion, which would alsolutely insure the maintenance of published tariff rates, in 
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that way operate to the advantage of the steamship lines?— -A. From my expe- 
rience, 1 would say no. I think not. 

O. You feel, however, that 8f)me protection by the railroads themselves, for 
instance, might benefit that condition?— A. There are railroads and railroads, and 
steamers and steamers. 1 am glad to believe that the railroads with which we are 
associated are just as firm in rate maintenance and in conservative methods as we 
ourselves could be or could e\pect under any adjustment. 

Q. It has been testified before this commission that such is the condition of 
eastern lines. Have you reason to suppose it is diilerent on lines that operate 
farther west at the present time? Have you seen any indication, so far as the 
abstraction of your business from your territory is concerned, to8Usi)ect th-itrat s 
are being cut in that way? A. No: as a general projiosition, no. We I eel that 
rates in t he Southern territory particularly well maintained. As a section, the 
transiioi t ition men generally feel the Southern territory is clean— that secret rates 
and so on are almost unknown. I am not immediately in touch with the West 
and South movement. I do not know what troubles they have, but as lar as my 
general information goes what 1 say applies to that as well. 

Q. i lave the costs of operation of water transfiortation decreased in recent years 
in the same iiroportion that the costs of operating railroads have.^— A. No. There 
is a refinement in all water methods, 1 think, and the lines which are the most 
successful are successful by reason of that fact. Hut. for the reasons which I 
gave at some length a moment ago. we have not the meat stimulus ol comparison. 
Some of US are working it out along railroad imdliods, as I call them, trying to do 
our 1 est in the most conservative ol business methods; and m doing that the pub- 
lic 18 served, becau.se to do tin* work most economically uietins that \ ou must have 
the best tools. Speaking oi our own service, it is infinitely better than it was 
twenty years ago, It has improved almost as much as the railroad service has. 

Is it correspondingly cheaper from the point ot view of operation.''- A. The 
methods themselves are more expensive, to keej) up with the moilern retiui remen ts. 
There is greater expense in operating tlie line, but with the extension of business 
which has followed intelligent methods we get a lower cost. 1 will nut .say a 
lower cost, but a cost low enough to give a fair margin. 

( 4 J. You would maintain that a scientilicallv operated steamship line can reduce 
its cost ol operation in the same proportion that the railroads are reducing theirs, 
so that the relative dis ibility under which the steamship lines operate as compared 
with the I'iiilroads IB not increasing?— A. 1 doubt il the steamer has the latitude 
to make economii's that the railroad has so its reductions could not 1 e in the same 
proporl ion. There is a relati\ e betterment in the steamer s condi tion by the b( tter 
methods. There are certain basing costs, however, like the greater consumption 
of coal for higher speed, and the greater necessity lor elect ric lighting, and all 
that sort ot thing, which means an added cost which yon can nol get away from. 
But the intelligent application ol lorce and mind produces its etf ct. 

One of the questions ot the commission. 1 understand, is as to laws and legisla- 
tion needed. I do not think any is needed at the present time. 1 feel that it is 
incumbent on us to work out our problem Inrther, as far as intelligence and the 
application ot the best business methods will go, before we should ask Congress to 
legislate in our behalf. That is my persona; conviction. 

0- (By Mr. Fahquhar.) Are you ac<inainted with the labor cost of operating 
your boats,^- A. Fairly so, 1 hope. 

Q. What is the pay of engineers by the month?— A. On our fast steamers it 
runs $ 12 .') a month. 

t^. How tar does the scale run down: how many engineers do you usually 
have?— A, First assistant, $75: second a-'Sistant, $ 00 , That means their keep 
added, of course. They live on Vioard the ship in all cases. 

Q. What are the wages ol firemen' — A. 

(J. Have yon any able seamen at ail. or do you just have the deckhand?— A. We 
have no able seamen in the deep-water sense, but qualified .seamen whom we pay 
$25 per month. 

Q. What aro your captains paid?— A. We have two captains who get $200 a 
mouth, two more who get $175, and one on a smaller ship at $150. That is ou the 
main line. 

Q. Your mates? -A. First officers, $75; second officers, $50; third officers, $80. 

1 ^. Have you a distinction of wheelsmen with separate pay?--A. Yes; two quar- 
termasters on each ship (that is the technical name for w'het'lsmen) at $30. Then 
there are watchmen, and the full crew, the entire list being as follows: 



W. L. GtriLLAUDlCU: — COASTWISE TEANSPOBTATION. 449 


Pay roll of steamship Jefferson. 

Deck department: 

Master 

First officer 

Second officer 

Third officer 

2 bow lookouts, each 

2 quartermasters, each . - 

Watchman.. 

6 seamen 

2 deck boys 

Purser 

Assistant purser 

Engine department: 

Chief engineer 

First assistant engineer 

Second assistant engineer 

2 oilers, each 

2 water tenders, each 

9 firemen, each . 

3 coal passers, each 

Steward's department: 

Steward 

Saloon stewardess 

Forward stewardess 

Chief cook 

Second cook 

Third cook 

Broiler 

Pantryman 

Officers’ messman 

Forward messman 

Head waiter 

Waiters (as required), each 

Porter 

Average number of crew, 60. 


$ 200.00 

75.00 

50.00 

30.00 

40.00 

30.00 

30.00 

25.00 

15.00 
83.33 

40.00 

125.00 

75.00 

60.00 

43.00 

40.00 

38.00 

28.00 

75.00 

20.00 
10.00 

50.00 

40.00 

10.00 

35.00 

25.00 

28.00 

15.00 

25.00 

18.00 
30.00 


Q . Ha ve you y our own stevedores at terminal s, or is there an organi zation of steve- 
dores at terminals?— A. W e do all our own work at all ports. 

Q. Have you any rule as to your sea force doing the loading and unloading? Are 
they engaged in it?— A. No; noton themainline. It is not found to be economical, 
and a double crew would be required to do that. 

Q. What is the ordinary pay of stevedoring at New York?— A. We pay 25 cents 
per hour week days and 30 cents on Sundays and holidays. 

Q. (By Mr. Ripley. ) Do you employ negro labor at Norfolk?— A. Entirely in the 
South. 

Q. What is the pay of that class?— A. The stevedore rate at all the Chesapeake 
ports in Virginia— Norfolk, Portsmouth, Pinners Point, Newport News, and all 
those points — is 15 cents per hour for the men who run the hand trucks. The men 
on the ship who stow and take out, and so on, get 20 cents an hour. That is found 
to fairly reflect the differences in the value of labor and the living conditions and 
^ k It seems to equalize between the North and the South fairly well. 

(py Mr. Farquhar.) In your annual statements in the coastwise trade, 
what IS the usual percentage that is set aside for depreciation?— A. I think 
there is no set rule. Our own method has been to have a reappraisal by a com- 
mittee at periods of about two years apart, reflecting the actual condition upon 
examination. We have tried to be very conservative in that respect. The lines 
have different methc^s. I think there is no established procedure. 

Q. Has the coastwise trade any advantage in rates i n marine insurance over ships 
in the foreign trade?— A. Yes; in this sense: I think the underwriters feel that the 
coMtwise risk is less; that it is of a different character from the deep-sea insurance. 

Q- Js insurance placed in American or foreign companies?— A. Both. 

Q. What proportion?— A. At a rough guess, perhaps half and half. May I sup- 
plement that statement by saying that my own feeling is that our advantage is 
best served to have as much placed in the home market as we can. But we soon 
exhaust the home market — the American market. The insurance companies do 
not like to take big risks, and we are very large insurers in cargo and hull. So 

16a 29 
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we fill Tip with all the American insurance we can get, and then go abroad. That 
is the practice to-day. 

Q. Are the foreign and American rates on the same basis?— A. Practically, 
because we decline to pay more. 

Q. Is there much competition among the foreign countries to acquire American 
policies?— A. I think so. The foreign policy has been a little more favorable than 
the American policy heretofore, but the American companies are now beginning 
to write the more comprehensive form of policy; so that the American form of 
policy, which in the old days was not so desirable, is being improved. 

Q. Is your foreign policy taken under I he Lloyd insuring rules or under Ameri- 
can inspection?— A. The vessels are upon American inspection. W e build accord- 
ing to the American rules, and they base on that. Our ships do not come under 
Lloyd's rules at all. 

Q. They are under the American standard?— A. Yes. 

Q. And the foreign companies accept the American standard?— A. If one of our 
ships was loaded for offshore thr'y would not do that. 

Q. At anytime have any of your coastwise steamers been drawn into the foreign 
trade?— A. We have chartered to the West Indies, and once, in the old days, to 
Brazil. We do not like to have our vessels go offshore; we prefer to keep them 
at home. 

Q. (By Mr. Phillii’S.) Did you state the amount of your capital stock?— A. I 
did not. It is $1,2.'50,()00, 

Q. Have you any bonds?— A. One million 5 per cent bonds. 

Q. Preferred or {’oinmon stock?— A. Just the one; $1,250,000 of stock and 
$1,000,000 bonds outstanding. 

Q. (By Senator Kyle. ) What percentage of the operating cost of your line goes 
toward labor '—A. Of what in our statistics appears as labor, the absolute labor 
cost of handling our freights, and which is summed up in our trade as ’longshore 
labor, nearly 25 per cent of our total cost (24.7 per cent, to be exact) is paid for 
labor. If you include the clerks and agents, a step higher up, the proportion is 
33.6 per cent of the entire operating expense. 

Q. ( By Mr. Kennedy. ) I would like to ask you how the coastwise interests view 
the proposition to subsidize American vessels in the American trade; whether 
they have any particular interest in such a course any more than the people at 
large?— A. I suppose they merely have the individual opinions thateach man gets 
from reading the papers and r^'ading the discus.sions, and so on. Speaking for 
myself, I find it difficult to make up my mind either way, because I have not the data 
to do It on. I do not know the conditions surrounding lines other than our own, 
so that my opinion would be no better than that of any railroad man or banker, or 
publicist. 

Q. You could not say whether such a policy would affect your interests?— A. It 
could not directly, because we could not come under it. We could not participate 
in its benefits, and I do not see how it could affect us other than if it added to the 
tax burden we, as taxpayers, would pay a litlle more. That, however, would 
come around in the additional trade and all that goes to make that up. Of course 
we carry between our ports considerable business which goes export from the end 
of our line. So, I suppose, it is an endless chain. 

Q. You employ union labor?— A. Our labor may or they may not be in the 
unions. We have no rules or restrictions as regards that, 

Q. Are any of the members of the Seamen’s Union in your employ?— A, I think 
so, but it does not appear. We place no restrictions on our men in doing what 
they choose in that way so long as they are devoted to their duty. 

Q. Are the men aboard ship generally Americans or of other nationalities?— A. 
I think the seamen, of which, of course, we do not have to carry many, are gener- 
ally foreign in the lower grades. The higher grade.s are necessarily American. 

Q. (By Senator Kyle.) What nationality?— A. There seems to be a large Scan- 
dinavian element in all our coasting vessels. They seek the employment: they 
take to it. And, of course, on modern steamers there is really very little sea 
work. It is scraping and keeping things clean, and handling lines and all that; 
and the old-time able seaman has no place on a modem steamboat, or any other 
steamboat, in fact. Following the sea is not attractive to American men in this 
day, I am sorry to say. It is a very difficult thing to get the old line of well- 
trained American seamen. 

Q. Is that because sea life has become obnoxious or other callings more inviting?— 
A. Prizes of high positions are too few and other callings are more inviting. 

Q. (By Mr, Lttchman.) From what sources, then, do you recruit the ranks of 
the highei -nriced officers?— A. I think we are very nearly at the end of the old 
deep-sea sailor, and what is to take his place is a question we are all asking onrselves. 
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We are training in young men as fast as we can get them, but they are hard to 
get. It is a hard thing to find a captain that has had the old training. 

(By Senator Kyle.) Wages are good’"— A. Yes; they are almost the 
maximum. 

Q. ( By Mr. Litciiman. ) The foreigner who is capable of manning a ship must 
first become naturalized before he would be eligible to promotion'."— A. Absolutely. 
I think wo have only one captain of Joreign birth, and he has been an American 
citizen fora great many years. All the rest are Alaine and Massachusetts sea- 
men, who came up through efficiency and are expert seamen. We pay them well 
and treat them well. Our men do not lose a day's pay perhaps in JO years. 

Q. (By Mr. F.vKyuHAii.) To the average seaman or petty olficer, does the coast- 
wise tr.ide offer greater inducements than the deep-water trade?— A. I think it is 
not felt so. except as the men can I e oftener at home and have more home life. 
That is the attraction, that a man can be at home every few days. 

(Testimony closed.) 


New York, February 20, lOOU 

TESTIMONY OF MR. THOMAS F. WOODLOCK, 

Railroad editor of the Ho// Street Journal, Netr York City, N. Y. 

The special subcommi.ssion met in the rooms of the Chamlier of Commerce at 
10. ir) a. m., Mr. C. ,T. Harris presiding At 2..”)() p. m. Mr. Thomas F. Woocllock, 
railroad editor of the Wall Street Journal, aiipeared as a witness, and, being duly 
sworn, testified as follows: 

Q. (By Mr. C. J. Haukis.) Mr. Woodlock, will you give your name and address?— 
A. Thomas F. Woodlock; railroad editor. Wall Street Journal, No. 42-44 Wall 
street. 

Q. (By Mr. Kennedy.) To begin with, can you give the commission any informa- 
tion or any light on the proiiosed combinations or community of interest arrange- 
ments in tlie anthracite coal fields? — A. Well, the only information that I have is 
derived from the ])iibli8hed prints; but it .seems to me pretty clear that what the 
railroad companies have been doing, or endeavoring to do, is to purchase the com- 
paratively few remaining coal lands in the hands ot independent operators, so a.s 
to ]irevent the danger ot a competing lim' ever being built again that would take 
away such independent tonnage as they now have. Without going into figures 
any too closely, J should say that the companies have bought up probably an 
amount of annual tonnage equivalent to say (i per cent of the total— about three 
to three and a half million of tons a year, including the Pennsylvania Coal Com- 
pany, which, of course, is the large.^t item. The others are scattered purchases. 

C^. (By Mr. Ripley.) Giving them a control of what proportion of the total 
tonnage? -A. Well, it is a little hard to give any definite figures on that, because 
the shipments over the coal roads, as 1 understand the matter, include both 
the independent tonnage and the tonnage owned by the road; but on last year's 
basis the companies which are geneially, bv popular rumor, supposed to be 
more or less affiliated in this matter, namely, the Reading. Lehigh Valley, Jersey 
Central. Pemisvlvania Coal Company, P>ie, Susquehanna and Western (which is 
owi.ed hy the Erie), and the Lackawanna, which are generally understood to be act- 
mg in concert, got about 721 piT cent of last year’s shipments. The Pennsylvania 
Railroad is independent, but ha.s always acted with the strong interests whenever 
it has been necessary to do so. That is to say, the Pennsylvania has never been a 
d still- her. and can always bo counted on liy tho majority. 

G- (By Mr. KE^•NED^.) Whv has it been independent?— A, That company has 
never been obliged to ally itself with individuals; it is an extremely strong cor- 
poration, and it has been its jiolicy not to adopt anv entangling alliances, so far as 
we can ludge. With the Pennsylvania Railroad and the Delaware and Hudson, 
which are supposed not to be brought under that influence, there would he left 74 
percent. • 

Q. Is that all? How about Coxe Brothers and the Ontario and Western?— A. I 
have given 100 per cent; that is, as far as it is shown in an unofficial way. 

Q. Where does Mr. Haddock come in?~A. In the Erie Railroad shipments. 
Coxe Brothers have the Delaware. Susijuehanna and Schuylkill road. It is a com- 
paratively small road, hut it gets nearly ;U per cent of the total tonnage. 

Q. Do V oil believe that the community of interest established by those roads 
will absolutely control the anthracite coal situation?- A. I think that there is a 
sufflc’ent community of ownership already to assure that. In other words, I do 
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iwt think that the Ontario and Western is allied to it in any way, and I do not 
think that Coxe Brothers & Co. are; but I think that most of the others will act 
together. The Ontario and Western is a free lance, but it is not unreasonable; it 
attends to business, and makes the same prices as the others do. 

Q. Do you believe events point to absolute ownership under one single manage- 
ment?— A. No; I think it would be a very injudicious thing, from the point of view 
of the coal roads. 

Q. Why?— A. It would simply provoke extreme competition. Then, besides, 
there is a natural bar to any total monopoly in the anthracite business. As I have 
always understood, when the price of anthracite goes above a certain level the 
consumption falls off very rapidly, because bituminous coal is used even under 
diflSculties, and there is a great increase in the consumption of gas in the cities, 
and it is not practicable to Keep the price of anthracite at any hi^^i level. 

Q. You say provoke competition?— A. Provoke legislation that might not other- 
wise be justified. I do not think it is the intention of the people connected with 
the coal roads, so far as 1 can see, to do anything more than agree on prices, and 
especially so as to avoid spoiling the market. 

Q. Have you an opinion as to the economies that will be effected by the com- 
munity of interest arrangement?— A. I do not see how there can be any special 
economy where there is no physical union of the properties. For instance, the 
purchase of the Pennsylvania Coal Company by the Erie does not, as far as I 
know, involve any consolidation of the affairs of the two companies. The chief 
expenses of coal production are mine work and breaker work, and that is more or 
le.ss dependent on the tonnage. Where there would be, if it were possible, a great 
economy would be in the establishment of a single selling agency. That would 
save a great deal of trouble; but I do not know whether the matter is going through; 
it would certainly evoke some opposition. 

Q. (By Mr. Ripley.) Was th&t not the principle of Mr. McLeod's plan of 
1893?— A. I believe so. 

Q. Namely, to establish a single selling agency?— A. Yes. Mr. McLeod had a 
pretty logical plan that dealt with the whole thing, and Mr. Morgan seems to have 
followed some parts of it in his recent operations. 

Q, He has apparently avoided certain pitfalls which beset the way of the former 
attempt?-- -A. Oh, yes; I think so. For a while the lease of the Jersey Central to 
the Reading was objected to at the time, but there can be no particular objection 
to the Reading’s owning 51 per cent of Jersey Central stock. 

Q. (By Mr. Kennedy.) You believe, then, that the community-of-interest idea 
is for the purpose of eliminating the independent tonnage?— A. No; I think that 
was an afterthought, I think that arose from the necessity of buying up the inde- 
pendent or the possibly independent coal lands accorded by Mr. Morgan to the 
anthracite roads when the Pennsylvania Coal Company took up the new coal 
road, the Delaware Valley and Kingston, along the line of the Delaware and Hud- 
son Canal, and let it be known they were going to build their own line unless 
there was a fair reduction in anthracite rates. That stimulated the purchase of 
productive coal lands. 

Q, Which road purchased a large part of those coal lands?— A. The Ontario and 
Western bought quite a block from the Lackawanna Iron and Steel Company, 
which was owned Iw the Lackawanna; but that was a case where the tonnage was 
not really independent, because it was owned by one road and sold to another. 
The Ontario and Western also bought about 600,000 more tons a year capacity 
this winter. That, with the tonnage of the Pennsylvania Coal Company, makes 
up about the 6 per cent I spoke of as having changed hands since this thing 
started. 

Q. (By Mr. Kennedy.) Can you tell us something about the purchase of the 
Pennsylvania Coal Company by the Erie Railroad, first by the commissioner who 
acted for them and then by the Erie Railroad?— A. All we know about it is that 
the operation was very quickly conducted. It was known that negotiations were 
taking place between Mr. Morgan and the Pennsylvania Coal people, and it was 
also thoroughly understood that he was acting for the Erie in the matter. Our 
understanding was that he paid the equivalent of about twenty- eight or twenty- 
nine million dollars for that property to the Pennsylvania Coal Company, acting 
for the Erie road. He got a commission— how much we do not know, but the ordi- 
nary banker's commission in such matters. I think the commission took the form, 
to the syndicate, of some Erie first preferred stock. There was five millions of first 
preferred stock issued as a sort of bonus in connection with the underwriting. 

Q. Did he pay a high price for the stock, and then did the Erie later on pay a 
still higher price?— A. I think that Mr. Morgan got a commission from the Erie. 

Q. Was not the purchase in the first place by him, he making later a sale?— A. 
It was a purchase by him and later a sale to the Erie; but it was necessary for him 
to follow that plan, because he had to act quickly. 
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Q. Was there a very high price paid for the Pennsylvania Coal Company prop- 
erty or was it considered a moderate one?— A. Well, so far as the records go, at 
least so far as I know the records, it is the highest price that has ever been paid 
for a block of coal land within the history of the business. 

Q. (By Mr. Ripley. ) You mean per acre?— A. I mean per ton of output. That 
is the only way one can consider it. Of course, if the Pennsylvania Coal Com- 
pany has a large quantity of undeveloped land, which is not my understanding, 
this price is not so high; but. assuming that it is a fairly well developed prop- 
erty, the price paid in comparison with what Mr. Go wan paid for the Reading 
coal lands— that price broke the Reading at the time— is very high. You can figure 
it this way: Assume that the Pennsylvania Coal Company cost the Erie $83,000,000 
and that the Pennsylvania Coal Company’s lands turned out 4i per cent of last 
year’s shipments of coal. Now, the Reading turned out 20.7 per cent, and by 
making an eiiuation between the two or valuing the Reading coal lands on the 
Pennsylvania C^^oal Company’s basis, they worked out at something between 
$125,000,000 and $1 80,000,000. At the time of the last reorganization those Read- 
ing coal lands stood on the books at .$70,000,000, which represented not their 
original cost, but a considerable sum of money for deficits also that were charged 
for cost of land; but even if you suppose they cost $70,000,000 back in 1870, they 
stand today on that valuation as worth $125,000,000. Now, the Reading has gone 
into bankruptcy twice since that time— once in 1888 and the second time in 1898. 

Q. Was that bankruptcy due to carrying that land at so heavy a price?— A. 
Undoubtedly. 

Q. On this basis the purchase of the Pennsylvania Coal Company would entail 
an exceedingly heavy burden in addition to the present debt burden of the Erie 
Railroad?— A I think it will cost them 4 per cent on $83,000,000— $1,280,000 a 
year plus whatever dividends they declare on five million of preferred stock that 
went in. 

Q. In other words, how much, approximately , on each ton of coal that that Penn- 
sylvania Coal Company puts out has got to lie charged up to interest on this pur- 
chase, approximately?— A. Approximately 60 cents: 50 to 60 cents a ton. 

Q. Supposing that this operation involves an addition of 60 cents a ton on each 
ton of ccal the Pennsylvania Coal Company puts out at the present price, what 
effect will that have on the price of coal produced m the entire remaining field?— 
A. It would not necessarily have that effect, because the Pennsylvania Coal Com- 
pany used to pay dividends at the rate of— I forget the rate, but it is a very large 
rate— and likewise piled up an enormous surplus which was divided among the 
stockholders before the deal was made, so that all profits of the Pennsylvania Coal 
Company will necessarily go to the Erie, whatever profits there may be on the 
output of coal. 

Q. In other words, this 60 cents a ton will not be put on the price of coal?— A. 
No; but it will come out of the coal company’s profits. 

Q. Does not that profit concern the public?— A. It does not concern the public 
as much as it does the Erie. 

Q. (By Mr. Kennedy.) Do you anticipate any benefit to the coal-consuming 
public as a result of this community-of-mterest arrangement between the rail- 
roads in the anthracite country? — A. I do not think that it will have very much 
effect either way. 

Q. You do not?— A. No; because experience goes to show that it is very easy to 
haul coal prices down, but very hard to put them up. If it had not been for that 
strike last year coal prices to-day would have sagged a little, and they have been 
unable even yet to put the prices to where Mr. McLeod had them. My under- 
standing IS that even at to-day's high prices, following the results of last year’s 
strike, the price i.s not as high as Mr. McLeod succeeded in establishing. 

Q. Is the price unreasonably high at this time?— A. I could not answer that 
question; I have no way of telling. But here is a point bearing on that: Not one 
of these coal roads, with the exception of the two old companies, the Delaware and 
Hudson and the Lackawanna, is doing very much more than making a fair divi- 
dend, and some of them are not doing that. Now, the Jersey Central is doing 
a good deal better than it was doinsf 3 or 4 years ago, but a great deal of its 
improvement has come from general business. The same is true of the Reading. 
The Reading has made quite an improvement, and if you will look into the Read- 
ing’s figures, you will find that their general traffic, merchandise of all sorts, is 
very largely responsible for the amount, not the coal companies. The Lehigh 
Valley and the Reading Coal Comnany. and such coal companies as are reported 
separately by the railroad companies, all show deficits. The Lehigh Valley Coal 
Company showed a big deficit last year. The Lake Erie and Wilkesbarre showed 
profits. The Jersey Central has piled up an enormous debt. Now, you c an 
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say, if you will, that the transportation companies simply charge everything to 
transportation, and that the coal companiis most usually show a deficit; but the 
transportation companies are not making very extraordinary profits. Neither the 
Reading nor th(3 Erie nor the Lehigh Valley nor the Jersey has done Aery well. 

Q. (By Mr. Riimjcy. ) Do you refer to the absolute amount of profit or profits 
relative to the capitalisation?— A. I mean earnings; 1 mean absolute figures. 
They do no; usually show very largely. They have not done nearly as well as 
many other c( miianies, and there is a distinct prejudice against these securities 
of anthracite companies on the ground that they are handicapped by the nature 
ot the product. It is a very hard thing to control; it is an unsatisfactory thing to 
have to do. Anthracite is expensive to mine, expensive to handle, and the own- 
ers have never been able to control the market to such an extent as to make reason- 
able profits on anything but a very low capitaL The reason why the big profits 
were shown b^v the De aware and lludson and the Lackawanna Coal Company is 
that the capital was low at the start. 

Q. Have these companies ever been reorganized or in the hands of a receiver?— 
A. I do nob think the Lackawanna or the Delaware and Hudson has ever been in 
trouble. 

Q. In other words, tlie roads which are kept on a low capitalization have steered 
clear of reorganization and leceivershipsV— A. Undoubtedly. 

C^. Those which have taken the opposite course have been continuously in the 
hands of the receivers?— A . Well, tliat is just the record. 

(By Mr. Kennedy.) You believe, then, that the public have an exaggerated 
belief as to the profits that go to the coal roads?— A. Yes; 1 think they ha\e. I 
would sooner go into the bituminous business, where coal is handled at ‘J and 3j: 
mills a ton a mile, than into tlie anthracite business where it is handled at 9 mills 
a ton a mile. 

Q. Why should there be such a difference in the Kindling of it?— A. I can only 
see the outside of it ; but in the first place, as I understand it. most of this anthra- 
cite coal has to be hauled out over the mountains— pretty steep grades on those 
roads, some of them excessively steep. The Reading seems to be best situated in 
that respect. 'Ihen anthracite coal is broken and ha^ to be screened and sorted. 
You cun not mix the cars, and you can not handle cars of anthracite like yon can 
cars of the bituminous Even at tidewater you have got to be careful of it. and I 
should say probaliiy there is a justification for the difference. 

Q. Does not bituminous go in cars over the mountains?— A. As a general thing 
bituminous originates at the top of the grades. The Chesapeake and ( )hio handles 
a large quantity of soft coal, and that coal originates almost on top of the grade, 
so that ii >oit started the curs they would run pretty much ti> tidewater without 
a locomotive. That is true in a general way ot soft coal, as far as I know, on 
nearly all the railroads whi( h carry it. It is partly triu' also of the Pocahontas 
coal 1 eids and of the Northwestern fields on the Norfolk and Western. That is 
not true of anthracite. I siie.ak now simply as an outside observer. I have no 
experience at all in these matters. 

Q. You would not be.ieve that this apparently high charge per ton per miU' of 
anthracite in comparison with bituminous is ])ut on by the railroads ior the pur- 
pose of (.limmating the milependent coal dealers, or has that rate prevailed all 
the time.^— A. Oh, no: the independent operators used to have contracts with the 
railroads whereby the rate of transportation they paid was based on tide-water 
prices. The raili oad took the coal and .sold it, 

Q. How about the man who was independent in mining and shipping?— A. He 
would get the railroad to sli p what he had and would deal with the railroads al ter, 
this fashion: They would take bis coal to market and sell it and give him 00 p^r 
cent of the price at tide water. New York. Now, there was an attempt made by 
the operators some 3 years ago or 18 months ago to change that basis to 65 and 05, 
and just befoie the Pennsylvania Coal Company was bongbt, or rather when the 
independent road protect seemed to be about materializing. conce.ssions were 
made, as I understand, to a number of individual operators, and the railroads 
agreed to handle business on the 65 and 35 per cent basis, the operator getting 65 
per cent and the railroad 35 per cent. Of course the higher the tide- water price 
the better price the railroad got. 

Then the independent shipper shipped at 35?— A. Sixty-five. He paid 35 per 
cent of tide- water price for his transportation, and 1 believe that to be the ruling 
rate now. 

Q. (By Mr. C, J. Harris. ) These anthracite coal roads could not haul the coal at 
th3 8olt-( oal price and make anything, could they?— A. They could not, because 
if you look at their accounts they are not making very large sums anywhere. 

O It would not be a business proposition, m other words A. No. 

Q. (By Mr. Ripley.) 1 would like to ask a question. Can yon make any state- 
ment respecting the terms on which the Jersey Central was purchased by the 



T. F. WOOOLOOK: — ANTHRACITE COAL BUSINESS. 456 


Philadelphia and Reading? lu what way does that differ from the operation of 
1893, in which the Philadelphia and Reading and the New Jersey Central were 
concerned?- A. In 1893 Mr. McLeod leaded the Jersey Central from the road on a 
7 per cent dividend. This time the Reading has bought something over 50 per 
cent, or else exactly 50 per cent of Jersey Central stoclc at $100 a share, and it has 
offered 4 per cent bonds to be issued in payment of the debt. 

Q. Is that quotation of 100 high as compared with the quotations of recent 
years?— A. It is the highest price tor winch Jersey Central has sold, as far as I 
know, since probably 1881. 

Q. The bonds will be floated to that amount? — A. Bonds will be advertised 
to-day— twenty- three millions of collateral trust 4 per cent bonds. 

Q. Will the effect be to issue a large proportion of bonds, constituting a fixed 
charge?— A. Yes; the road undertakes a fixed charge of $920,000 a year, and it 
receives whatever dividends are received on Jersey Central stock, on the amount 
It holds, which is about 50 per cent. 

Q. Suppose a period of depression should come and the price of the remainder 
of that Central of New Jersey stock should drop, nevertheless this being fixed in 
bonds will remain a constant permanent charge"— A. Certainly. 

Q. Good times or bad."— A. Certainly. The fact is that the Reading bought half 
of the Jersey Central stock at the highest price lor which it had sold in many 
years. 

Q. Will not that burden the lessee witli a very heavy fixed charge on which it 
has to earn dividends in the future."— A. Yes; $920,000 in one case and $1,280,000 
in another, and the interests on those sums must be forthcoming, good and bad 
times. 

Q. Will that have any effect on the price of coal, the Reading being a large pro- 
ducer of anthracite coal, indirectly or directly?— A. In so tar as the Reading (’om- 
panyand the people connected w.th the Reading Company and those other big 
companies can get a big jiru’e for coal, of course they wil 1 try to do so. The whole 
question depends on the ability and the intelligence of those people to realize how 
far their ability can go. . think tlu y mostly realize that it is-not jud.cious for 
them to attempt to get averyhigli iiiice lor coal. What they need is a steady 
market at what they consider to be a reasonable ])iice. 

Q. You have stated several times that cert am of these road.s are supposed to bo in 
common ownership. Is tliere any way ot knowing publicly which roads are owned 
in common?— A. There is no matter of recm'd: there are no figuiv s; but it is thor- 
oughly well understood. For instance, Mr. Morgan represents a group of interests 
that are undoubtedly dominant in the Reading, Lehigh Valley, Jersey Central, 
Lackawanna, Erie with all its appendages, and it is lielioved that tliey are taking 
steps to control moreor Ic-sthe Delawareand Hudson. Butas to the last named it 
is indefinitely known. It is believed in the street that tin* Delaware and Hudson is 
being brought into camp. 

C^, But such mfoniiation as to the others, respecting the other roads is A. 

(Interrupting.) A matter of hearsay; unoflicial. 

Q. Is tiiere any evidence of common act ion of tho.so roads to a certain end, any 
evidence of substantial agreement on price to tide water, or anything else of that 
sort?— A. No; except that they all sell coal at about the same price and make their 
changes at about t lie same time 

Q. Is there anything new in that?— A. Nothing whafever; it has been going on 
pretty much that way since 1884 or 1885. There was a period of disturbance after 
McLeod’s scheme failed, and nobody knew just what the prices were, but during 
the last five or six years there has been the u.sual harmony of price that exists in 
any trade. 1 think that is the extent of the business liere 

t^. Can you state anything with respect to tlie men who are directors at the 
same time in a great number of these companies that you have mentioned? Are 
the same men in the directorate of a great number of these companies." You need 
not specify actual names.— A. I think they are. I tliink that Mr. Morgan has 
representatives in the Reading and in the Lehigh Valley, but I do not know 
whether he has yet in the Jersey, He has in the Erie, of course. 

Q. (By Mr. Kennedy.) You said .lust now that Mr. Morgan owned a dominant 
interest in some of these roads.— A. Mr. Morgan and the interests allied with him, 
the interests that he represents and acts for; quite a number of people are 
concerned. 

Q. Can you say what interests those are?— A. Mr. Morgan generally has the 
support of the leading financial interests in the street when he gets started in an 
operation. In this instance it is customary to talk of the Morgan interests, mean- 
ing just that line. People talk about the AJorgaii roads, the Vanderbilt roads and 
the Gould roads. The Morgan roads are the Reading, the Lehigh Valley, the 
Southern Railway; those are distinctive Morgan roads. 
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Q. It is not BO much Morgan capital ?— A. (Interrupting.) That I cannot 

tell. Mr. Morg^an has very large capital, and no doubt he has a large amount 
invested. He is believed to have the power of changing the boards; in other 
words, what he says on tbese matters “goes.” That is about the situation. Just 
why it should “go ” and how it goes we can only conjecture. 

Q. (By Mr. Ripley.) Is there any such influence in the directorate of the New 
England roads?— A. Mr. Morgan is supposed to be strongly interested in the 
New Haven, hut the New Haven has other affiliations which would prevent its 
being controlled by liim except to a very limited extent. I do not know of any 
such influence. 

Q. You have heard the statement that in 1893 Mr. McLeod’s downfall was due 
to the policy of the New Haven road acting through Mr. Morgan’s influence?— A. 
I have heard that. Ihat has been one of the things that have been suggested. 

Q. Does it appear to you to have been proven?— A. Oh, nothing was proven. 
There is a general impression that it was an incident of common occurrence, where 
one interest fights another. 

(^. Is there, in your opinion, any attempt of these anthracite-coal roads to get 
an independent entry into New England over their own lines or over lines con- 
trolled oy that same syndicate?— A. 1 haven’t heard of any. The Poughkeepsie 
bridge route takes some coal now. 

Q. (By Mr. Kennedy.) Is there any overcapitalization of the coal roads?— A. 
I think anybody would admit that the Reading is overcapitalized, from the fact 
that after 4 years of pretty steady demand and prosperity the common stock is 
worth no more than 30 cents on the dollar in the markets. 1 think anybody would 
say that the Erie is overcapitalized. The record of reorganization of both of those 
roads was very faulty ; they were left with heavy burdens. 

Q. Since you touch on it, I would like to ask if you care to speak generally on 
the overcapitalization of the American railroads.— A. I think, as a general thing, 
our railroads are not overcapitalized. If you take the railroads together they are 
capitalized for about $61,000 a mile, stock and bonds—both together. 

Q. All kinds of stock?— A. All kinds of stock and all kinds of bonds, which is 
about $8,000 a mile more than ir> years ago: and one reason for that increase in 
the capitalization has been such reorganizations as those of tho Richmond Termi- 
nal and the Erie and the Reading. Each swelled the volume of junior securities 
that was not expected to get any dividend to an absurd extent. Now, take the 
case of the Erie, for instance. I have not figured up just how the new securities 
of the Erie compare with the old, but the old Erie had a capitalization of about 
$70,000,000, common stock, if I remember right. Now it is about $-’>0,000,000, pre- 
ferred, and $112,000,000 of common. It has not any more property now than it 
had then, and it has more bonds. In other word.s, the Erie road is undoubtedly 
capitalize for a good deal more per mile to-day than it was 20 years ago. 

Q. Is not the Erie a more valuable projjerty to-day than 20 years ago, from the 
earning standard?— A. I think so. because tho country is growing up to the 
Erie. Mr. Hill is recognized, I guess, as the foremost railroad man in the United 
States, and Mr. Hill has told his friends that he thinks the country has grown up 
to the Erie road now and that it can make some money, and perhaps pay some- 
thing on the common stock. But. you know, for the last 5 years Erie stock has 
been a joke in the stTeet. Everything else has gone up, and people have taken an 
interest in it. It was only when Mr. Hill went into the road that anybody paid 
any attention to Erie stock. 

Q. (By Mr. Ripley.) What has been the movement of that stock since that 
time?— A. It has gone up from about 15 to 30; ’ just about doubled in price, 

Q. (By Mr. Kennedy.) Is not some of this increased capitalization of the Erie 
justified on account of the value of the property from an earning standpoint?— 
A. There was no necessity for it. The old Erie common stock sold in 1892 for a 
higher price than what the Erie common is selling for now. Eight years ago 
the old Erie common stock sold for more than the i)resent does. There was no 
necessity to issue great masses of all that stuff. It is a wrong principle. What 
Mr. Morgan did in all his reorganization was to estimate tho minimum of earning 
capacity and take care to get the fixed charges down to that, but when he came 
to charges that were not fixed, or to securities dependent on future prospects, peo- 
ple could pretty much help themselves. 

Q. How is the case affected by this overcapitalization?— A. It is not affected; it 
has no power whatever on the rates or earnings. Capitalization is a resultant 
of forces, and not a force itself. 

Q. Would the labor part of a transportation line be affected by it?— A. Na A 
railroad nowadays starts with gross earnings, and its earning capacity varies 
strictly with its gross earnings. And if you know what a road’s gross earnings 
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are likely to be, you know what ite capitalization is going to be. No matter how 
you start, whether with the cost of the road or promoters’ profits four times mul- 
tiplied regardless of cost of the road, you must come sooner or later to where your 
capitalization must meet your earning capacity. Earning capacity is the final 
test of capitalization. It is the only thing that prevents overcapitalization, because 
all the other factors tend to make it swell. It is the natural tendency of bankers 
to promote. It is their business. As earning capacity grows the tendency is for 
capitalization to grow with it. 

Q. You think passenger rates and freight rates are in no wise held up by over- 
capitalization?— A. Not by overcapitalization. They are governed by conditions 
into which capitalization does not enter at all. That is my view. 

Q. (By Mr. C. J. Harris.) Where there was a dispute in regard to rates, and it 
was taken before the Interstate Commerce Commission, then, of course, the capi- 
talization would have to be considered; they would have to deduct, as you say, 
the actual capitalization— that is, what it was worth— not what paper bonds or 
stock might be issued?— A. I should not consider that would be the way to go 
about the (luestion at all. I should differ entirely with the Interstate Commerce 
Commission. I do not think the original cost of the road has got anything what- 
ever to say to reasonable rates. 

Q. But you would have to take into consideration the actual value of the road 
some way, would you not?— A. Not its original cost. Theie is only one way to do 
it— earning capacity and a reasonable return on the capital. 

Q. (By Mr. Conoer.) Capital invested or capital stock?— A. Why, take the 
whole volume of capital invested. I should say that if a railroad were to pay any- 
where from 0 to 8 per cent on all the stock and bonds, on its cost of road, the item 
of cost of road in a balance sheet, as a rule, will come near representing the stocks 
and bonds on the other side, except where a railroad has investments in the stock 
of another road. But you will find the cost of equipment about represents the 
quantity of bonds and stocks outstanding. 

C^. Does the account cost of road’’ on the books of a railroad corporation usu- 
ally indicate the sum for which that road could be reproduced?— A. No; the cost 
of duplication is a very different thing from the original cost. Now, the strength 
of the Pennsylvania Railroad to-day lies in the fact that it is only bonded for about 
§47,000 a mile. You could not duplicate the Pennsylvania Railroad to-day for 
twice that sum. To ho’d the Pennsylvania Railroad down to 0 or 8 per cent on 
§47,000 a mile is to limit the recompense for ability, care, and economy. 

Q. Is it not a fact that on the books of some of these railroads this cost of road 
is usually much more than the cost of repi oduction, that having been brought 
about through construction companies, or something of that sort.'— A. The cost- 
of-road item generally contains a good deal of matters that ffre not purely con- 
struction, such as discount on bonds and analogous items, and it may happen that 
those are unusually large; but it will not, as a rule, represent a great deal more 
than the actual sum so spent. The Atchison road, when Mr. Stephen Little 
examined it, showed the composition of the line, and it did have a great deal in 
the item that represented other things besides rails and ties and work on the track. 
Those things are cost of the road. Discount on bonds is cost of the road, in that 
sense. 

Q. Well, certain discount on bonds might be justifiable in the cost of the road, 
but on the other hand I think you would have to agree that cases have been known 
where contracts have been given to construction companies, those construction 
companies being in fact officers of the road, for pretty fancy figures.— A. I have 
heard of such things. 

Q. Fifty per cent, or 100, more than the road is built for?— A. I think if you take 
the cost of equipment of the roatls of the United Statc‘8, if you had an Interstate 
Commerce report or a Poor s Manual, and take that item for all the railroads of 
the United States, I should say it would represent within probably 10 or lo per 
cent the actual cost of those roads as charged to that account, but it would not 
begin to represent the real value of those roads. 

Q. You think the real value would be much more?— A. Because the railroads 
have become naturally more valuable on account of the growth of population ; and, 
second, because large amounts of money have been diverted and gone to the 
improvement of the roads aiid no credit taken tor it in the permanent accounts. 

Q. Is not the reverse sometimes true, that the charges have been made to appear 
as a88et.s— cost of roads— when they really ought to have gone to operating 
expenses.'— A. That is true in a sense, but if you were to subtract the amount 
charged against income and spent for betterment of the property you would have 
a tremendous balance on the other side. It is pretty much impossible for a rail- 
road to do that now without its being incidentally jumped upon. 
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Q. You stated a few moments ago that you take issue with the Interstate Com- 
merce Commission as to its method of ascertaining a reasonable rate. Can you 
outline what you think would be a proper way?— A. No; I think just enough to 
disagree with their method. I do not see any method to determine a reasonable 
late; only 1 do not think the original cost of the road should have any important 
bearing in the matter at all. There are just two things that seem to me to bear 
on the matter, and one of them is the cost of duplication— laying down alongside 
of that railroad another railroad similar, with terminals, with business provided 
for it, and everything else. That seems to me to be the more important thing. 
If a road cost $1 .^OOO a mile 30 years ago, and has kept its capital account intact 
and added nothing to it, and to-day is earning $0,000 or $7,000 a mile gross, and 
making the e(juivalent net, I do not think its construction accounts, as they stand 
on the books, have anything to say on the matter at all. Otherwise you prohibit 
all growth. I do not agree with the Interstate Commerce Commission plan. I 
should be very sorry to have to get up and prescribe one, but 1 disagree with their 
method. 

Q. (By Mr. Ripley.) Is not a large amount of this increase in the value of 
railroad property due to the rise of value of land itself— that is, to the increase 
in the value of the right of way?— A. Well, I should say that the increased value 
of the land is largely the result of the presence of the railroad and the growth of 
the palliation. 

Q, The railroad was there 30 years ago, and the population, was it not?— A. The 
railroad has preceded the population in a general sense. In all parts of the United 
States the railroad has gone firht and the population have followed. 

Q. How does the capitalization of the railroads compare with the capitalization 
of our new industrial combinations?— A. There is no standard by which one can 
compare the two; but I do not hesitate for a moment to say that, comparing the 
average of all railroads of the United States with such companies as Federal 
Steel and Steel and Wire and these other big concerns, that the railroads are cap- 
italized in an ultra-conservative manner, or, if you would like to put it around, 
you could say the others are capitalized up to the limit that the people that are 
expected to buy the stocks will take. You know there have been cases where the 
capitalization of some railroads has been absurdly low, and there has been a tend- 
ency in all such cases for these railroads to be reorganized in .lust a contrary 
fashion to that in which a railroad is reorganized when it is bankrupt. The Chi- 
cago and Alton is an e.xcellent case. It was a peculiar proposition. For the mat- 
ter of about 18 or 1!) years it stopped still; wouldnot build anywhere: just simply 
stood still and ran its load. Mr Blacksione, who was (juito an elderly man, was 
in control— alino.st held control himselt; with two or three others he held control 
of the road. It stood .still and paid big dividends of 7 or 8 per cent on its common 
stock right along, Mr. Blackstone became sick, and some of the directors con- 
cluded to sell the road. At the time they were selling it they had an earning 
capacity of about, if I remember right, $2,9()0,000 a year. That was the net earn- 
ing capacity of the Alton road. It was a machine that was turning out that 
much in net earnings, and it was then capitalized, if I remember right, for about 
$’34,000,000. 1 will give you the figures exactly [reading from book]. The road 
had twenty-two millions par value of stock, of which some was common and 
some preferred; and it had about eight millions of bonds as well; call it thirty 
millions altogether, and 1 think it earnea substantially $.^.000,000 a year with rea- 
sonable certainty all the time. The earnings were very steady. They didn’t 
grow, and they didn’t fall off. Now, the bonus on the road and rentals— the com- 
pany had leased some lines— absorbed a matter of $1,100,000, which left substan- 
tially $1,800,000 for the stocks. Now, when Blackstone was sick these stocks 
were offered. The Alton road was in the market. Nobody that had the money 
would buy it. It was offered first to a big railroad man, whose name is not nec- 
essary to mention, because he didn't buy it. Then Mr. tstilwell, of the Pittsburg 
and Gulf road, tried to form a syndicate to buy it, and for some two or three 
weeks talked about it; but he could not do it— was not big enough— and finally 
Mr. Harriman bought it, and Mr. Harriman agreed to pay $17-) a share for the 
common stock, and $200 a share for the preferred stock of the old road, represent- 
ing a cost to him of $40,000,000 for the $22,000,000 of stock. He bought the earn- 
ing capacity of the Alton road over its bonded debt of $1,800,000. Mr. Harriman 
then added a matter of about to r> per cent of earning capacity on tlio cost price 
to him of the Alton road. He knew that a first charge on that earning capacity 
could be floated* at 3', per cent, or even less. In other words, he knew he could 
get his cost price and leave himself the rest for his profits. Well, sir, the Alton 
road, after having had a capitalization of eight millions of bonds and twenty-two 
millions of stock, now has a capitalization of $54,000,000 of bonds and $40,000,000 
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of stock, in all $94,000,000; and fixed charges on those bonds and the dividends on 
that preferred stock just absorbed the $2,900,000 earning capacity of the Alton 
road. 

Q. Is it the same road in mileage?— A. Not altogether; because they have bought 
a small piece of road, about 00 miles long, that they didn't have before; but it is 
substantially the same. Instead of being about 847 miles it is about 900. There 
is a case where you see the bonded debt has been swollen nearly seven times and 
the stock capitalization has been doubled, and yet the road did not have to earn a 
dollar more than what it used to earn before, and everybody is ahead. 

Q. (By Mr. Ripley.) Is everybody happy? Are the shippers along the line 
of the road happy ?— A. I do not know whether the Alton has made any change in 
rates or not. 

Q. Referring to a question by the chairman, do you assume for a moment that 
that road was entitled to earn by the rate on freight a return on nmety-odd mil- 
lions of capital?— A. Certainly not. 

. What basis is it entitled to a rate upon?— A. It is entitled to earn a fair rate 
on t he cost of laying down another Chicago and Alton road alongside of it to-day. 

C; Which would be how much, j-o far as you can judge?— A. 1 could not tell 
what it would cost to dir, licate the terminal; but. in a general way, if you will 
allow free trade in the building of railroads, and especially if there is any ^ssi- 
bility ot securing condemnation of proparty for terminals, a railroads rate will be 
kept down to such a point as for it to bo just unprofitable to put down another 
road. 

Q. The result of this experiment is that you have a vast amount of securities at 
a very low quotation?— A. No; the quotation has gone up, too. The present 
quotation for Chicago and Alton IJ per cent bonds is about 92, and there was thirty- 
two millions ot them; call it 90. and you get $28,800,000. If you take the twenty- 
two millions of 111 per cent bonds at, say. 85 

Q. (By Mr. CoNiiEii. interrupting.) Second-mortgage bonds?— A. Well, that is 
what they amount to, but tliey are not so called. You see, there are two compa- 
nies, the Chicago and Alton Railroad Company and the Chicago and Alton Rail- 
way Company, which owns the stock of the old company and has issued its own 
stock. The pr ' forred stock, $40,000,000, is worth $75 a share— that is. $110,000,000. 
The common .stock is selling for $40— that is, $10,000,000. There yon have a market 
valuation of $;o, 500.000. The Alton road is valued in the market at $70,000,000. 
The m.i rivet value was not to exceed $45,000,000 when Mr. Harriman got it. 

Q. (By Mr. Kennedy.) What were the bonds then?— A. The capitel stock was 
$22,000,(100, partly common and partly preferred, and the bonded debt $8,000,000. 

That is about 8110,000.000?— A. Yes. in par value, which was valued at some- 
thing better than $15,000,000, The capital stock and bonds now amount to 
$94,000,000. 

Q. Have you a well-defined idea about what it would cost to duplicate that 
road?— A. 1 argue from the fact that there is plenty of money available for such 
enterprisi's that there is not a good deal of money 'n duplicating; in other words, 
another road could not come in there and do very much better than those in e^ist- 
eiice. There was a project some three years ago to build a new line from Chicago 
to St. Louis. There are three lines now, if I remember right— that is, the Alton, 
the Wabash, and the Illinois Central. There was a project to take a short line 
called the St. Louis and Northern and extend it into Chicago. That project was 
backed by some hankers here, and it was killed because the other roads did not 
want another Chicago line; there was no need for it now. They simply bought 
it up, and the Alton now owns that. If there was a great deal of money in put- 
ting down another line between Chicago and St. Louis to-day I should think that 
is a very easy way to make money. 

Q. You argue that the value of it is not what a line costs, but what it costs to 
duplicate it?— A. To duplicate it; yes. 

Q. It cost not to exceed $50,000,000 to lay it down in the first place?— A. Yes. 

Q. I would like to get an idea what it would cost to duplicate it— A. I am not 
competent to pass on that. All I know is, it would cost a great deal more than the 
original line cost. 

Q, {By Mr. Conger.) The 900 miles of track could be duplicated for much less 
than $70,000,000 at the present value?— A. That is, not the Alton road. The Alton 
road has more mileage than you indicate. What is more, it will take ten years to 
finish that road. After yon get the whole road laid it is not a finished road then. 
You have to keep on spending money on the road tor many years. 

Q. On that theory a railroad is never finished, is it, in point of fact?— A. Never; 
because when you get it done you have got to throw it away and get another one. 

Q. Is it not probably a fact that the value of this road— that is, a large portion 
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of the present market value of it— is in the terminal facilities?-— A. Yes. You 
know that low-priced stock sells higher relatively than a high-priced stock will. 

Q. There is a percentage of advance?— A. A big percentage. In other words, 
if you have 6 per cent income to ^ve away on a stocK, you can sell your stocks for 
a great deal more money by making a 4 per cent stock and a 2 per cent st^k than 
by making a 6 per cent stock, bwause there is always what the people call 
“prospects.” 


Q. I recognize that principle very well; but I think the Standard Oil and the 
Calumet and Heclaand several other stocks that might be mentioned are sufficient 
evidence of the fact that stock may be sold at a premium?— A. Certainly; but 
here is a case where the stock has been issued to about as much as the market will 


take. It is a case of making a profit; that is all. 

Q. ( By Mr. Ripley. ) In view of its being undercapitalized?— A. In view 
of buying a good thing at a reasonable price. Mr. Harriman bought the Alton 
road at a 5 per cent basis, and he knew very well that on the present basis of 
interest account there was a very large profit in it. 

Q. Has there been any complaint that that profit was not widely distributed 
between those who subscribed to the enterprise?— A. I believe the syndicate made 
a profit of about 16 or 18 per cent. I do not know, but I think it did. I was not 
in the^ndicate, but I think there were other profits that the syndicate did not 
get. They got all they contracted for, but the mere fact that there were other 
profits, I suppose, made them feel perhaps that they would like to have had them. 

Q. Has there bwn any account of such profits?— A. It is not usual in such cases 
to make any profit. 

Q. Is the difficulty due in any way to the fact that the finances are not regulated 
by the State governments? Would it be competent for any State government to 
regulate the finances of a road? Could a State regulate the financial operation of 
an interstate road?— A. In what way? 

Q. By controlling the amount of issues, or giving assent to leases, or in any way 
exercising jurisdiction over them. In other words, could a State prevent undue 
overcapitalization of this road?— A. I do not know that this capitalization of the 
Alton road is going to have any special effect on the public generally— upon none 
except those people who buy the stock. 

Q. It is unfortunate to the holder of the security?— A, I think the man who 
buvs Chicago and Alton stock at 40 is going to get left. 

Q. Ought not the State to protect the investor?— A. It can not do it; he refuses 
to be protected. The only way you can protect him is to make it a penal offense 
to gamble on Wall street. He wants to gamble. He thinks he is the man who is 
going to get the money, and that the other fellow will get left. 

S . You would not advocate any Federal legislation to control or supervise finan- 
operations of this kind?— A. It would be impracjticable. I do not think it 
would be wise to attempt it. 

Q. You are aware of the policy of Massachusetts? — A. Yes; it is somewhat simi- 
lar to the English policy. 


Q. Will you state your opinion respecting that policy?— A. I think the English 
system and the Massachusetts ^stem both are good, very good, but they tend to 
protect the railroads. Their effect is not to protect the public, but to protect the 
railroads, because it is practically impossible to get a competing road. All you 
have to do in England to show that tne road should not be built is to show that it 
would injure the interests of the road already there. 

Q. Is not that for the benefit of the community, if there is a sufficient number of 
roads built to accommodate the people?— A. I think so; I am entirely of that opin- 
ion. But that is not the opinion of the shipper; that is not the opinion of the Inter- 
state Commerce Commission. 


Q. Is it not the opinion of the railroad commissioners of the State of New York? 
Have they not lately refused to grant new charters?— A. Yes. I think it is very 
wise. 


Q. Has not that policy been commended, as a whole?— A. I think so. It is a 
good policjr. 

Q. If it IS a good policy for New York State and Massachusetts and in England, 
why should it not be a good policy for the United States, making allowance for 
the need of roads in certain parts of the country, namely, the West?— A. The 
peculiar thing about the United States has been that it has been run on the theory 
of protection, whereas England has been run on the theory of free trade; but in 
England the railroads have been protected, while in the United States the railroad 
industry has not merely not been protected, but it has been very seriously harassed. 
The result of it has been that, so far as the production of cheap and good tarans- 
portation is concerned, the United States leads the world. In England they are 
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away behind the times in that respect; but I am of the opinion that it would be a 
very good plan if you had to seek legislation before you could build a road right 
alongside of another road. 

Q. (By Mr, Kennedy.) How does the capitalization per mile of English roads 
compare with the capitalization of the American roads and those of other European 
countries where the government has more control over them than in this coun- 
try?— A. The capitalization of the roads in Great Britain, if I remember right, is 
somewhere between $220,000 and $240,000 a mile, and ours is about $61,000. 
Their roads are capitalized for about four times as much per mile as ours are. I 
do not know anything about the capitalization of French and German railways, 
beca, se it is difficult to get figures. 

Q. Can you give the reason for that?— A. When the British railroads were com- 

E leted, along in 1840 and 1850, the land in England was worth a good deal more than 
ere, for one thing, and then you must remember in the capital account of English 
railways is still included every atom to every man, and everything connected with 
the early operations of the roads when they started to build the roads, and the 
English roads have always capitalized everything that could possibly be capitalized 
since that time, and are still doing it. 

U. If the road was laid with iron rails at the beginning, and now with steel 
rails, is that old account considered in the capitalization?— A. All the iron is there, 
and such additional cost as would be involved in putting down steel. If they put 
a switch box that Wi:8 not there before, it goes to capital. I asked some English 
railway managers what their theory was on that point, and one of them made this 
statement: Whatever sum of money is necessary to make the railroad in perfect 
condition to-day, no matter what it was before, it is capital account; the result 
being, of late years, the rate of retiini of English railway stocks has been falling 
quite materially. The English railway has got to a point now where they have 
got to stop swelling the account any more and try to improve their operations, 

Q. Do you know anything about dividends that are paid upon the stock of 
English railroads?— A. Yes; the best English railroads pay dividends ranging from 
about 5 per cent to per cent. 

Q. On stock representing tliat large capitalization?— A. Yes. 

Q. (By Mr. ("onoer. ) Usually bonded, are they not?— A. They have debentures, 
but those are very small. Y'ou may take it that their capital stock is about the 
largest item. I tnink their debentures and forms of bonded debt do not amount 
to more than about 30 per cent of the whole. 

C^. (By Mr. Ripley.) Will you state your opinion respecting the policy in 
Massachusetts of holding capitalization strictly down to the investment of the 
road,'' Are you aware that that is the policy?— A. Yes. 

Q. Have you any opinion respecting its applicability to the rest of the country, 
or what the effect would be if tried by the States, conforming to that policy, or by 
the United States Government enforcing it?— A. I think it would be a good thing. 
I do not see any very great objection to it. There might not be so much in the 
way of commission for bankers, but it would certainly tend to make the value of 
stocks more stable. 

S . As an example you mentioned some time ago the Kansas City, Pittsburg and 
f Railroad. W ill you state if that is a typical example in the financing of rail- 
roads?— A. Yes; the Pittsburg and Gulf road was started by Mr. Stillwell, a man 
of very sanguine disposition and great energy, and he conceived the idea of build- 
ing a line direct from Kansas City to the Gulf of Mexico and establishing a deep- 
water port on Sabine Lake, which he proposed to dredge, and he proposed to put 
a ship canal from Sabine Pass up to the lake. The reason he took Sabine Pass 
was because the land there was pretty much owned by the people interested in the 
road. At a place called Port Arthur it hak a depth of 6i feet, with nothing but 
mud below. He started in to dredge the ship canal for 11 miles and dredged on 
this lake. He was able, by dint of hard work , to raise money for the completion of 
the road, mainly in Amsterdam, and the way he financed it was this: He had a 
mortgage which permitted him to issue bonds at the rate of $26,000 a mile for the 
road, for the mam track, and also for yard tracks and terminal tracks. If you 
remember that point you will see where it comes in presently. All these bonds 
he sold at whatever he could get for them, generally 65 or 70 cents on the dollar, 
and he threw in common stock for a like amount as a bonus, and these bonds were 
dealt in here for, well, somewhere around 60 or 70, and common stock hung 
around about 10 cents on the dollar. Anyway, the people who took the bonds, 
many of them, were able to get out, because the bonds had a value; but it was 
obvious at the start that the property could not carry this rate. They got out. 1 
think, twenty-one millions of bonds before they finally went into bankruptcy. 
Their mortgage was peculiar in this respect, that it allowed them to issue $25,000 
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a mile, not merely for main-track mileage, but if they chose to lay five or six tracks 
alongside their main track and call it a yard they got $‘^5,000 a mile of bonds for 
every mile of that track. And they did build 90 or 100 miles of such yard track, 
and they issued $2.>,{)00 a mile in bonds on that yard track. All they had to do 
when they wanted a million or two was to build yard tracks and put out bonds, 
which they did. The road went into bankruptcy, and is now the Kansas City and 
Southeni,*with fixed charges cut down and reorganized, and it has a pretty fair 
show. 

Q. (By Mr. Ripley.) There is no body which has supervision over an inter- 
state road of that kind to examine it in advance of its charter and exerci.se control 
either over the prospectus or over the atiair in any other way?— A. As far as I 
know, none. 

Q, Would it not be an advantage if interstate roads could be under control in 
that way?— A. Very great. The Interstate ('oinmerceConiinission has been oper- 
ated simply and solely irom the other side. It has looked to the interest of the 
shipper right along, and has restricted and resti ained the railroad— has not pro- 
tected it at all. 

Q. The point I was getting at is this; Whether in your judgment it would con- 
duce at all to the security ot the investor :ind to the prevention of costly compe- 
tition of paralleling of roads for speculaiive purpo.ses if the Interstate (Commerce 
Commission were to have an extension of its powers corresponding to sucdi super- 
vision as is the case in some States m the.^e matters'— A. I think the Massachu- 
setts railroad law shou’d be enacted in a general sense, or woven into the Inter- 
state Commerce Commission law. The Interstate Commerce Commission law is 
too one sided as it is. 

Q. Purely in the interests of the public?— A. Purely in the interests of the 
public. 

(^. Without any regard to the investor?— A. Yes; the investor as the owner of 
a railroad. Certainly, I think that would be a very good thing. 

Q. (By Mr. Kenneoy.) What, in your opinion, has been the influence that has 
been most potent in bringing about the consolidations of railroads which are going 
on at such a scale in the country now?— A. Really, it was the logical outcome. 
The movement goes back to the enactment of the interstate-commerce law. W hen 
that law was passed the railroads found themselves without what they conceiied 
to be their only source of strength, namely, pooling. As a matter of i act, it was 
not, but they thought it was, and, as you know, one by one the ground was 
knocked from underneath on the various other forms of pr,i>amzation.‘?, in place of 
pooling, and when the Trans- Missouri Association s decision tamo the last straw 
was gone, and Mr. C. P. Huntington— who is generally understood to be the 
inventor or the crystallizer of the comm unity-of-owner ship principle— said the 
only way for the railroads to protect themselves at all and keep things in order 
and prevent discrimination in rates was for the men who owned them to run 
them; in other words, for the directors to d rect. Now, it has always been the 
case that a few groups of bankers— very tew of them, probably seven or eight— 
really were in position to control 75 per cent of the important railroad mileage of 
the United States. You can count up now a list of probably .six or seven men or 
interests that control 100,000 mile.s of the most important mileage of the country. 
This is a matter of public knowledge; it is not a matter of record. Now. what 
these men have done is this: Take the case of the Vand -rhilts and the Pennsyl- 
vania Railroad Company; some time ago the Vanderbilts and the Pennsylvania 
Railroad people are supposed to have gotten an agreement aflecting the trunk-line 
situation and the anthracite situation and the soft-coal situation. There was a 
division of responsibility. The Pennsylvania said, “ I will keep everything (luiet 
and orderly in my bailiwick; ’and the Vanderbilts said, •• We will keep every thing 
quiet in ours.” That is what we all suppose took place. At all events, the trunk- 
line situation has been quiet, and nobody is getting knowledge, and tlio same is 
true of the soft-coal situation. It is just this one thing of cutting down business; 
it is not any effort, necessarily, to control. Now, there have been cases where the 
control idea has been rendered necessary. For instance, in the case of the Union 
Pacific. The Union Pacific bought the control of— substantially, I think— the 
Southern Pacific. Why? Because the Union Pacific was, liy natuie and by Con- 
gress, intended originally to form one line with the Central Pacific, but the own- 
ers of the two drifted apart, and this was the first chance they had to put the two 
tf^ether. and the Union Pacific people bought the Southern Pacific road simply 
and solely for that Central Pacific line to get a clean line through from Omaha to 
San Francisco. 

Q. (By Mr. Ripley.) That happened this present year?- A. This last month. 

Q. (By Mr. Kennedy. ) Are they likely to get away from the Southern system?— 
A. They have the means to do so if they want to, and I would not be surprised if 
they did. ^ 
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Q. What would that mean?— A. The Central Pacific stock, preferred and com- 
mon. was deposited as security for the issue of Southern Pacific 4 per cent bonds— 
twenty -eight millions collateral trust bonds— and those bonds can be called at par 
and collateral released. Now, the Southern Pacific can undoubtedly, if it so 
pleases, sell to the Union Pacific the common and preferred stock of the Central 
Pacific, and thus give the Union Pacific the absolute ownership of the Central 
Pacific from Ogden to San Francisco, making the line complete. 

Q. 1 take it from your reply to my former question that you believe the Supreme 
Court of the United States, by its decision in the trans-Missouri case, killed the 
practice of pooling as a practical question, and forced, in a way, the combinations 
which have been going on ever since in the railroads?— A. Yes; and I do not think, 
even if a law were passed allowing the railroads to pool, they would po(d. This 
has been the simplest and safest solution of their trouble; in fact, the only safe 
solution. None of their associations were of any value. There was always some 
member kicking and making trouble in it. The combinations were very costly to 
maintain, and they were always having trouble with tliem. There was not one 
of them that worked well , not even the Trunk Line Association. There was a row 
there halt the time. Well, all that is finished. The railroads aie directed by their 
own directors, and these people happen to be the same directors for many of them, 
the effect being that it a man gets a rate or gives a rebate, and does something he 
ought not to, he can be reached at once. 

C^. This scheme will do away with ruinous competition, and perhaps with the 
former trouble that brought about receiverships, etc.?— A. Jt will certainly tend to 
prevent disturbance of rates. Rates have been more stable in the United .States 
In the last two years than they have been in the last thirty ve.irs. I guess there 
is no (juestion about that. The rate situation has been al solutely peaceful com- 
pared with what it was three years ago. 

Q. Y^ou look upon the community-of-interest consolidation of railroads as a 
good thing, then?— A. I think the community of ownership, as it is called, whereby 
the management of these roads is concentrated in a few hands, may in theory be a 
bad thing^ but in practice it would not be found profitable as a bad thing. In 
other words, if they do not run these railroads on the principle of stability of 
rates, economy in management, and efficiency in running the machinery, there is 
no sense in it. and I am positive that that is what they have in mind. 

Q. Do you think that the great financial men of the country, half a dozen men, 
have in mind the absolute ownership of these great railroad systems?— A. I do not 
think so; I have never seen any evidence of such disposition. I think what they 
desire above all else is so that the control shall be concimtrated. so far as the 
avoidance of trouble is concerned— the avoidance of light.s, rate wars, Now, there 
is the Burlington road. It is absolutely independent and uncontrollable, and it is 
outside of everything. It has no affiliations. The Burlington road is a factor in 
the situation that I suspect will have to be dealt with hy purchase. I should not 
be surprised if the Burlington should be purchased at a high price, too, for the 
safety of the other roads. 

Q. Have you anything to say on the question of Government ownership of rail- 
roads?— A. I do not think it would be good for the Government or good for the 
people. I do not see why the Government should own the railroads at all; I do 
not see any more reason for it than that the Government should go into the steel 
business or newspaper business. There is no essential difference between the two 
things. The manufacture of transportation is just as much an industry as the 
manufacture of steel. 

(By Mr. Conoer.) How far should that regulation go as to rates? Do you 
think the Interstate Commerce Commission at the present time has sufficient 
authority over rates?— A. Whether they have had the direct authority or not, I 
think rates in this country are not merely actually but relatively lower than they 
are in any other country in the world. 

Q. Do you attribute that fact to the authority exercised by the Interstate Com- 
merce Commission?— A. Only in part. I think that nine-tenths of what we regard 
as harm done by the railroads is due to overbuilding and unwise competition. 
The Interstate Commerce Commission simply accentuated it and put the dot on 
the“i.‘’ 

(J. You said a little while ago that you thought it should be made necessary to 
seek legislation before a railroad could be paralleled. If a road is to be protected 
to that extent by the Government, ought not the Government to exercise authority 
over the rate to protect the public against exorbitant rates?— A. But the commis- 
sion has been doing that, so far as I understand. I think it has done a good deal 
in that way. 

Q. Do you understand the commission, nnder the present law and interpretations 
of the law by the courts, has authority now to reduce rates?— A. No; I do not think 



464 INDUSTBIAL COMMISSION: — TBAN8POBTATION. 

it has final anthority to rednce rates, bnt it has authority to doagreat many things 
which practicallv bring about a reduction in rates. 

Q, Is it not a fact that the authority that was supposed to be given to the com- 
mission in the law as originally drawn has in a great measure been taken from it 
by decisions of the courts?— A. I think so. I think it may be true that the framers 
of the act intended to give powers to the commission which the law did not directly 
sanction: but at the same time the question of reduction in rates is a matter that 
could hardly be final with anybody except the Supreme Court, as I should take it. 
It is a very serious thing. You can not delegate to a subordinate judicial body 
the power to name rates over all the railroads of the United States, making it per- 
fectly simple for that body to name any rate it might please and to regulate the 
whole business. 

Q. I do not know that anyone contends for any such authority to fix rates in any 
sort of way, but I think it is contended that the commission should be given 
authority to regulate them.— A. The commission can not regulate them without 
fixing them, and if the Interstate Commerce Commission has authority to say what 
is a proper rate and what is not, it is a serious matter. It is an authority you can 
not put in the hands of any body of that character. 

Q. (By Mr. Kennedy.) Has the Interstate Commerce Commission any powers 
at all, to amount to anything? Has it any powers that the railroads are bound to 
respect’— A. They have not so many powers as they thought they had and that 
the railroads feared they had at the start. No, I guess not; Ido not think that the 
Interstate Commerce Commission as an active body is what I should call a very 
powerful body. I am not familiar with the powers they have. What good 
influence has it in transportation matters.'' It has promoted very free discussion 
of questions. There is one good thing it has done, if it has never done anything 
else, and it is a matter of great importance, and that is the inauguration of a sys- 
tem of uniform reporting. Their annual reports are very good. 

Q. (By Mr. Conger. ) Do you think that power along that line should be extended 
so as to give them authority not only to prescribe uniform accounts, but also to 
inspect and audit the books of the railroad companies?— A. That would be pretty 
much impracticable. They do about all they can be expected to do in their own 
reports, and if the railroad can be compelled to furnish the figures called for in 
the Interstate Commerce Commission report, they can not go very far wrong 
without its being very evident very soon. 

Q. Would it not be possible to give them authority to inspect accounts to the 
end that by the inspection they might detect discriminations in rates, of payments 
of rebates, and like things?— A. You mean to go down on the railroads without any 
warning and look over their books to ascertain if they are paying i ebates? 

Q. Well, possibly.— A. You mean like the bank examiner comes in, suddenly? 

Q. Yes.— A. Well, I do not know that there would be any necessity for that, 
because, as far as can be learned, as far as we know, the payment of rebates is 
pretty nearly dead. 

Q. You think that is a fact?— A. I do. 

Q. You think that uniform rates exist now to all shippers alike?— A. In a sense 
they never did before; to a greater extent than before. I do not think there has 
ever been a time when the people were getting more even treatment in that respect 
than now. 

Q. Is it or is it not a fact that the notice from the Pennsylvania Railroad Com- 
pany to Mr. Andrew Carnegie that the rates with which he had been favored in 
the past were to be discontinued is the prima^ cause of the present formation of 
the steel trust? Have you heard that?— A. 1 have heard tnat and many other 
reports. That is not the way 1 look at it. No; I think the present formation of 
the steel trust is due simply and solely to Mr. Carnegie’s carerul plan, his attempt, 
successfully, to make somebody buy him out. Mr. Carnegie wanted to be bought 
out, in my opinion. 

Q, Pretty long-headed gentleman?— A. He is. He sells out at the top of the 
boom at top prices; but I always understood that when Mr. Frick had the option 
he was unabm to buy, and that Mr. Carnegie had determined that he should be 
bought out. I think that was in his mind when he talked about the National Tube 
Works some two or three months ago, when the matter first became mooted, and I 
think he has worked to that end simply and solely, and 1 do not think the Penn- 
sylvania Railroad has had any influence in the matter at all. 

Q. Weil, that report that the company had notified Mr. Carnegie that the rates 
that had heretofore existed should not be continued is supposed to be the cause of 
bis threat to move his plant or erect a new plant on the shores of Lake Erie, is it 
not?— A. Mr. Carnegie has made a good many similar statements at various times 
in his career, and they had their effect every time, and he may have said such a 
thing to the Pennsylvania Railroad, 



T. F. WOODLOCK; — SPECULATION IN RAILWAY SECURITIES. 465 


Q. You do not attribute much wei|?ht to it?— A. No; I do not. 

(J. Regarding tlie powers and duties of the Interstate Commerce Commission, 
is it not a fact that the commission is witliout power to enforce its decision:— 
A. Yes. 

Q. Do you think that that is as it should be, or should the system be changed 
or corrected? Should the commission be given power to enforce decisions?— A. 
Is it not true that the railroads hav(,' acijepted their decisions in a very large 
majority of cases? 

Q. I think, as a matter of fact, it is true they accept in unimportant cases, and 
when issue is made they do not accept.~i\. The way I feel about it is this: That 
thr deteriuination of what is and what is not a reasonable rate is really the one 
importantquesioii of all others, because 3'oucan very easily remedy the long and 
shoi t haul business and the discrimination business. They are not so important. 
But when it comes to the determination of a reasonable rate I would be very sorry 
to see that ])ow( r placed in the hands of any public bodv. I do not think the 
Supreme Court of the United States is competent to determine that. The only 
thing that determines it in the long run is free trade in railroads, tree trade in 
transportation, and you get the reasonable rate fixed by nature. 

Q. You would not favor the strengthening of the Interstate Commerce Com- 
mission act liy making the decisions ot the commission operative pendincr 
appeal?— A. No. ° 

Q. You think that would bo itnvvise or unjust?— A. Yes; because there is no 
necessity to have the thing started right off. To make changes of that character 
18 a vi'ry serious thing. An appeal ean last for months, and if there is any wreng 
done to an\ body, when th * a])peal is finally pas.sed upon it is a great deal easier 
to sett'e with the shipper than it would bo to settle with the railroad. In other 
words, the wrong done to the shipper can be very easily adjusted, but it might be 
very difficult for the railroad to protect itself. 

C^). ( By Mr. Kennedy ) . Suppo.se a multitude of little wrongs are involved which 
the shippers might not care to urge? — A. Jt is not those cases they fight about; it 
is the big ones. 


(By Mr Conger.) Is it not a fact that under the present custom and prac- 
tice very ol ten the railroads will put in only a portion of their evidence, if you 
plcas(', 111 hearings before the comnii,s.sion, and then, anticipating the decision will 
be against then, bring on new evidence and carry their cases into the courts, the 
case then being allowed to run along ^ or d years, not only to the great exaspera- 
tion ot theshipiior, but sometimes his absolute annihilation?-A.' I can see how 
that might be so. but I do not call to mind anj' ciise; I am not very familiar with 
the legal points involved. 

Q. \ye have had testimony along that line before the commission at Washing- 
ton. — A. (finite po.ssi hie. 

Q. And the question I was putting to you was whether it might not be advisable 
to stieugthen the interstate-commerce act so as to make the decisions of the com- 
mission operative pending appeals. In other words to put the burden upon the 
railroads to hurry these things up instead of delaying them.- A. You can not 
hurry the Supreme Court of the United States. The Nebraska maximnrn-rate 
law vvas there-I can not say how long- d or 4 years. That law authorized a hori- 
zontal reduction ot about ih) per cent in freight rates, and if that had been going 
on for d years it would be a pretty serious thing for the railroads. It was decided 
in favor ot the railroads when it got to the Supreme Court. Now. you could not 
hurry the Supreme Court. 

^ • ) ^"011 .spoke a while ago about someone desiring to gamble, 

m Wall street. I want to ask you if that is what is done in the stock exchange 
with securities of railroad compame8?-A. 1 used the word in a colloiiuial sensl 
1 should sav the majority of the transactions on the New York Stock Exchange 
lepieser.t the purchase of stocks on margin, of sales of sto ks on margin. 

And in the handling of the stock itself?— A What 1 mean to sav is a man 
thinks ho would like to buy lOO shares of stock^that costs, 
say. $ 0,000. He can not buy that lOOsharesand fake it home with him; but ho can 
buy 1 00 shares and get whatever profit there is in it and be liable for the loss when 
he Koes to hell. 1 hut is what I mean by selling in Wall street. People will want 
to do that as soon as they are able. 

little chapter on the stock exchange-on railroad securities 
wbilt ^ presume you are familiar with that question.— A. From 

what point of view do you mean —the dealing in them? 

Yes; what effect speculation has upon thevalueof them?— A Ithaanonerma- 

nent effect at all. 1 1 is a perfectly certain thing that values maktpriceSEg 

run. and values mean earning capacity. In other words, earning capacity makM 

liiA 30 
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profits, no matter what the bulls may do or the bankers may do for the time being 
to manipulate. In the long run values make prices. 

Q. If you read that stock is going up 4, 5, or 10 points, or is going down the 
same number of points, that has really no significance?— A. It may have a great 
deal of significaTice, but it don’t make the facts. Take Mr. Hill’s road. Mr. Hill 
was the first man in the United States to thoroughly lay bare the principles of 
transportation and put tliem in practice, and the result was his road has been a gold 
mine to those people who have stayed with it from the start, and it works at lower 
rates to-day than any road up there. 

Q. You mean the St. Paul and (Ireat Northern?— A. The Great Northern. It 
runs at lower rates than others: it is not overcapitalized, and it has been splendidly 
operated and splendidly built from the start. Now, Mr. Hill s stock has gone up 
from the basis of about 100 to what is equivalent to-day to about 800. The stock 
apparently sells for 100. and there have been so many dividends and subscription 
rates in connection with it that it is really equivalent to 800. I have seen Mr. 
Hill’s stock go down L'O points while that process was going on. It is not at all 
uncommon ior stock to make a movement of that chamcter. 

Q. (By Mr. RuuJ'.y.) From mere sympathy?— A. Yes, or the necessity of the 
holder. Suppose a large holder of that stock makes a loss .some time or other m 
his business and is compelled to sell out. His necessities will produce a serious 
decline in price. 

Q. (By 5lr. Kennedy.) What consideration is it that determines whether stock 
shall be listed or put on the exchange or kept off the stock marl*et —A. The stock 
exchange has a very good set of rules governing that matter. They are very strin- 
gent in their retiuiroments of companies that desire to list securities. They may 
have to furnish a good deal of information, not merely at the start, but periodic- 
ally; officers have to examine into their mortgages, generally speaking, supervis- 
ing them to a very large extent. It is an excellent thing on the part of the stock 
exchange. The stock exchange means to list nothing that is not reasonably square. 
A stock listeu there must at lea.st be honest, and it must make .statements. 

Q. (By Mr. Conger.) The information that is required, I suppose, is of benefit 
to the investors?— A. Naturally; it is open for the public. 

Q. Might it not be wise for the furnishing of that information to be regulated 
and required by statute?— A. Ves, if you could, but the fact of the matter is that 
railroads are no longer greatly at fault in the matter of reports. They have 
improved them vastly in the last few years, and they all seem inclined to do the 
best they can in that direction. It is no longer a troubh^ with the railroads: most 
of their reports are good. 1 can not call to mind a single important road to-day 
that does not make a reasonably good report 

Q. If those reports were required by statutes the requirement would then apply 
to unlisted stocks, would it not?--A. Oh, yes: but the unlisted stocks are some- 
what peculiar on the stock exchange. They represent such things as sugar, which 
Is not willing to furnish the information that the listing requires. You see, they 
have two lists: they have listed and unlisted, and the unlisted is so called because 
they are not strictly on the list, but are allowed to be dealt in on the floor. Noth- 
ing can be dealt in that is not either m the listed or unlisted department. The 
stock exchange practically sa>8: “If you want to deal in that kind of thing, it is 
at your own risk. ’ 

Q. The point I was trying to get your opinion upon was as to whether it would 
not be just to the public, in the interest of the public, to have these reports 
required of all the e corporations, so that unlisted stocks would be compelled to 
.report?— A. Those are mostly all industrials. Yes; I am entirely in favor of that. 
They ought to be compelled to report, the same as railroads. 

Q, Do the statutes of the various States at the present time, in your opinion, 
fuiTiish sufficient information to shareholders? For instance, is a list of the 
several stockholders in any given case easily obtained?— A. No; there are some 
cases in this State and in the State of New Jersey where the stockholder can com- 
pel the officers of the company to allow him to inspect the stockholders’ list; but, 
m point of practice, if they do not want to show the list, you have got to go down 
there with officers of the court and have a lot of trouble over it. 

Q. That is a privilege every stockholder ought to have, is it not? — A. Un- 
doubtedly. 

Q. It is a matter that might well be regulated? — A. In England every corpora- 
tion is required to file a list of its stockholders at Somerset House, and any holder 
can go in there and pay a shilling as a fee and find the list. 

O. At any time?— A. At any time. 

Q. What objection is raised here in this country to the furnishing of a list of 
stockholders, if any?— A. As a rule, nobody wants to see them imless there is some 
fight going on, and then the dominant party naturally objects to giving anything 
away. 
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Q. Under present conditions it is possible, is it not, for the dominant party or, 
we will say, the management of a corporation, to actually continue in control 
without even itself owning a majority of the shares?— A. Certainly. It is very 
difficult to change the management of a company under present conditions. 

Q. And to make tliis information accessible to other stockholders would make a 
change very easy?— A. Certainly. 

(^. Is it a fact that the managers of these large corporations, railroads and 
industrials, object to the requirement proposed on the ground that if it were a 
requirement it would he possible for a competitor in business to become the owner 
of a few shares of stock, and thereby get information that would be injurious to 
the corporation-'— A. 1 had never heard that point raised; but I do not see what 
value it would have, because I do not see how the mere knowledge of the fact 
that So-and-so is a stockholder of such and such a railroad is going to especially 
help a competing railroad to get any information. 

(By Mr. Kknnedy.) We have heard that point many times.— A. I do not see 
that it is of any special value. 

Q. ( By Mr. Co.nof.r. ) It has been testified t > liefoie us several times that these 
privileges of stockholders are now restricted for the benefit of or to protect the 
fnterests of the corporation: and one gentleman went so far as to say that it was 
a common practice on the street for parties desiring information to buy a few 
shares ot stock diul then go to the office of the corporation and undertake to 
demand it, and get it by demanding it, and that such practices as that were con- 
sidered honorable and justifiable. What would you say on that point?— A. I 
should say if a stockholder is entitled to go to theofficeof his company to demand 
from them information of a character that might be useful to competitors, 1 do 
not see how you can prevent the competitor buying stock and exercising those 
rights. I think it is entirely jiroper for the managers of a company to refuse an 
ordinary stockholder information of that character; and 1 should not consider the 
stockholders’ Hat would furnish that information. I do not think any stockholder 
should I'O allowed to go in and sit down and look over the books of a company. 
It is not necessary that he should hav(! that privilege. If you are going to give 
that power, then you need to put into the hands of the managers the power to 
restrict transfers of stock. 

Q. How far do you think the report of the financial affairs of a corporation to 
stockholders should go? Should it I e made in great detail?— A. (’orporation 
reports ought to be made in tlie greatest possible detail consistent with the interests 
of the company. It is just iiossible that a company may not be able to state what, 
say, the manufacturing jirofit in its business is, because that might give its com- 
petitors a clue: therefore its managers might say “We do not care to state thegross 
sab s; we will simply show you the net profits.” But where there is a case of that 
kind they ought also to come forward with an intelligent audit by experts to show 
that those jjrofits are profits. 

C^. Do you know of any such custom as I have been outlining in my questions, 
of people going to rival corporations and trying in that way to get information?— 
A. 1 should say, my common sense would tell me that such things must have 
been tried many times I do not know of any case. I have not had a great deal 
of experience with industrials. 

Q. (By Mr. Kennedy.) Do you think of anything you would like to volunteer 
that has not been brought out by the (luestions?— A. Not at this moment. 

(Testimony closed.) 


New York, February 20, VJOl, 

TESTIMONY OF MR. THOMAS I. GREENE, 

Vice- President the Audit Company of New York, 

The yiecial subcommission met in the rooms of the Chamber of Commerce, New 
York, February 20, 1901, at 10.4.") a. m., Mr. C. J. Harris presiding. At that time 
Mr. Thomas L. Greene, vice-president of the Audit Company of New York, 
appeared as a witness, and, being duly sworn, testified as follows: 

Q. (By Mr. C. J. Harris.) Mr. Greene, will you give us your full name?- A. 
Thomas L. Greene. I am now the vice-president of the Audit Company of New 
York, which is an auditing and examining company. If you would like to 
know, I may say I was brought up as a clerk in the railroad business under mv 
father, who was one of the pioneer managers in olden Hme, and 1 was .in the rail- 
way business in a dozen capacities for a dozen years. In coming to New York I 
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\7as engaged for merchants also in transportation matters, was editorial writer for 
one of the New York papers and for magazines and i)eriodicals for a dozen years, 
and I have been obliged l)y my calling to study the business situation and the cor- 
poration (juestion. I have written a book on the subiect called Corporation 
Finance, which contains, after a fashion, something of a discussion of some of 
these questions. Although it was written 3 years ago, it has general suggestions 
on the questions which the commission are considering. 1 ought to say at 
the outset I do not speak of any views except my own. I have no right to speak 
for anybody else, in case the (question should come up; and, furthermore, I am not 
in the employ of any railroad company, or of any banker, and I do not know the 
particulars or details of any deals that may be going on. I say this because it is 
both a strength and a weakness to be in this position, I can not give you any 
information whether one company is going to absorb the other or not; but it is 
also, on the other hand, an advantage in the sense that it is usually the person who 
has had close touch in the past with these things who keeps generally informed on 
the subject. So far as that is concerned. I have some general ideas in my mind 
on the situation, at least some permanent general ideas. 

Q. In your business as an official of an auditing company have you made exami- 
nations of financial companies and railroads?— A. I would prefer, if it is agreeable 
to the commission, to leave the question of the exact examinations of the Audit 
Company out of the question. I mean by that statement that our relations are so 
confidential that I can not give you information; it would not be right for me to 
do so. 1 would prefer to confine myself to my general information, which has 
extended over, as I say, more than dO years’ experience. 

Q. Were you ever connected with the anthracite coal business?— A. I had cause 
to study the anthracite situation, the general situation, somewhat closely. 

Q, Did I understand you to say that you were connected with the independent 
producers of anthracite?— A. 1 was at one time; I represented them at one time. 

Q. What was their production, annual production at that time; that is, what 
was their percentage of the coal busine.s8?— A. My recollection is that at that time 
it was somewhere between 28 per cent and 80 per cent. I would not like to state 
the exact amount. That was 4 or 5 years ago. It was a very considerable portion 
of the total coal tonnage, as you see, and at that time a very considerable propor- 
tion of the tonnage of one or two of the railroads. 

Q. What is the tendency of the anthracite coal trade to-day?— A. The individual 
operators occupy a pet uliar position. They are and have been honest and fair 
owners of their properties, and they have a right, the same as everybody else has, 
to conduct their business in their own way, and at the same time they are part of 
a very great problem in the coal regions, and perhaps beioro taldng up particularly 
their position it would be well to speak of a few facts about the general situation, 
if that is agreeable to you. The difficulty in the coal region is that what the 
college man would call an economic waste is tremendous. It is at the foundation 
of the problem that our financial people are seeking to solve. The anthracite coal 
of the United States is confined to a small area in eastern Pennsvlvania. I think 
it is about 400 square miles, but you can find that out from somebody, and in that 
sense it is of course a natural monopoly. However, the ownership is so cut up 
by individual holdings and by different railroads that it is most uneconomically 
handled. I think that that map [referring to map] is approximately correct as to 
the situation of coal in the Schuylkill and Lehigh regions. Let us say , for example, 
that coal from those regions will be hauled right past the "V^oming Valley over 
the mountain. If you know the country there you know the Wyoming Valley coal 
goes over a pretty high mountain, and will sometimes be hauled over that same 
mountain back through the Schuylkill regions to tidewater. I cite that as ono 
instance of the great economic waste of transportation power. 

Another thing is that the railroads must, of course, have tonnage. They are 
'miners of coal principally to secure transportation of it, because it is by transpor- 
tation that they get their charges, and it is perfectly proper and fair that it should 
be so. The result of that system is that the most economic mines are not worked 
to their full capacity, and that the mines which it costs a great deal more money 
to work or operate, because they belong to this or that or the other railroad, are 
operated. Any engineering expert that you choose to call will tell you in tech- 
nical language, which I can not do, the reason why some of these mines cost cer- 
tainly as much as 60 cents a ton more than others to operate. It is the same with 
all mines. Some are on the level, some fill up with water and have to be very 
expensively pumped, some are very disadvanta^eously located in various ways. 
Now, if it were possible to shut up the uneconomic mines and operate to their full 
extent those which can be operated cheaply; if it were possible to distribute the 
total around so that the railroads which are entitled to the transportation would get 
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it— that is to say, if the Wyoming tonnage could be sent one way and the Lehigh 
and Schuylkill another instead of crossing each other; that the tonnage which now 
moves on two railroads within 100 miles of each other could be translerred from 
one to the other —if all this were possible, there is no reasonable doubt in my mind, 
from conversation with railroad people and with the mining people, extending 
over a long period of time, that there could be a saving in mining and transporta- 
tion of $1 a ton. There is also another saving possible in the way that the coal is 
distributed to the retailers, and incidentally, 1 may remark, that there is another 
saving, possibly, in the way the retail dealers distribute to consumers. 

Q. (By Mr. Kennedy.) Is that saving of $l a ton likely to take place when the 
community of interest is perfected?— A. 1 was just coming to that. That is a very 
important point, and I will bear it in mind. There is also an important bearing in it 
upon the coal trade as a whole in the fact that the governments of the States have not 
allowed them to combine. Furthermore, the trade as a whole is not economically 
managed in the sense tnat a great business should be conducted. It should be 
played almost, as you might say, figuratively speaking, like a game of chess. The 
railroads as a whole do not know how much coal is going to one place or another. 
They do not know, for example, whether Binghamton is using as much coal as 
Elmira. Now, the great iron companies know where their markets are, and they 
study them, hut such study is impossible in the coal trade, because these companies 
are not combined. There is no general policy aboutit. If you will consider all those 
facts, on economic mining, on economic transportation, the fact they have each of 
them a large numl er ot selling agents, of subordinates, I mean more particularly 
who sell coal, it is apparent to you, I think, that this economic waste 1 spoke of is 
really very great. 

Now comes the question whether that waste could be done away with. I am of 
the opinion that it can not be entirely done away with without absolute owner- 
ship. The community of interest will certainly enable the owners to effect very 
many economies, but they can not get the lull benefit of the situation at all. Let 
us take a practical illustratioft: perhaps in that way 1 may make myself clear to 
you. The Central ol New Jersey and Lehigh Valley roads run alongside of each 
other for miles and miles. It it were possible to transfer the coal that now passes 
over one road to the oilier, that coal could be handled by the other railroad with 
a very great saving; but. of course, the Central can not afford to have its coal put 
on the Lehigh Valley unless its owners themselves have an interest in the profits 
of the Lehigh Valley ari.sing from the transportation. It is impossible, you see. 
Thai will do as one illustration of the fact that, in my judgment, the full econo- 
mies po8,sible ill the region can not be had without absolute ownership of some 
kind, and that, it seems to me, is the real stumbling block in the way of the plans 
for the real uniting of the properties. If I were the United IStates Government, 
if I had anything to do with it, or if I were the State of Pennsylvania, I should 
consider it t;) the interest of the community in the long run to absolutely force 
these people together rather than to compel them to remain apart us the constitu- 
tion of the State of Pennsylvania now does m this particular case I am talking of 
now. Let us look at it in this way: If it were possible to save, say, a dollar a ton 
(I am inclined to say that in the course of time more than that could be saved, 
but let us take a dollaV a ton) the price of coal would he reduced to consumers 
fifty cents a ton, So cents a ton could be taken to pay interest on the additional 
money which would be required before the one road would be oiierated instead of 
the other, and the companies could put together iio cents a ton for the additional 
earnings, let us say, on the present capitalization. That would be an ideal situa- 
tion which everybody would benefit from. 

Q. Is that what would take place?— A. Now, then, as to that I have not spoken 
of the operatives. This 25 cents a ton would leave a lair profit to the companies 
and allow larger, higher wages for the operatives, you know. Now, as to 
whether that could take jilace of course that is a very big question. I have 
always considered that one way to make lower prices to consumers would be to 
make greater economy in mining and transporting possible. Certainly as long 
as everybody is working, as all are now% they will not reduce the price of coal 
if they can possibly help it, because the whole situation depends on getting a cer- 
tain amount of profit on it. They would be in much better condition to reduce 
prices, and be willing to do so if they could in some way save a very large amount 
m the cost of transportation. Mr. Haddock told you that the price of coal just 
now is at the highest point for safety. It may be asked what would hinder them 
if they were combined from putting up the prices. I have no further interest in 
the question than everybody else. My only interest is that I buy a large num- 
ber of tons of coal every vear for family use. So I am directly interested in that 
question. I think it would be physically possible for them to put the price of coal 
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up $1 a ton or $2 a ton more for a time, but only for a time. It would be the most 
reckless proceeding they could possibly undertake in consideration of their own 
profit, because anthracite coal is to a certain extent a luxury. The competition 
IB extremely severe: the indirect competition is extremely severe at the present 
time. In a great many cases we here in New York who burn anthracite cOal very 
generally are apt to lose sight of the fact that in Chicago and Western cities they 
have a better class of bituminous coal which they burn in their grates and furnaces, 
and only a small proportion indeed of the total coal tonnage that is u^ ed in the W est 
isanthracite. Thereisthecom])etitionof oil; there is the competition of gas. The 
^as companies, as you know, are making as much money in the summer time as 
in the winter, simply by the inti eduction of gas ranges, which people find very 
useful, which can be turned out in hot weather and not have a fire when no fire 
is needed. Now, over and above all that, there istheijnestion of electricity. It is 
no use trying to prophesy, because no one can tell, but there is just a bare possibility 
that sometime in the future there may be for all our great cities a large electric 
plant, fed by bituminous coal which may supply heating and cooking possibilities 
to our families. This economy that I spoke of, and which is possible in the anthra- 
cite trade, might in the long run— not now— but in the long run, prove to be the 
salvation of the capital invested in those companies, if something of that kind 
came about. In other words, they would then be prejiared to drop prices a dollar 
a ton if they had to do so. It may be that competition of that kind may some 
day come out. The electrical experts can tell yon of the possibilities of it better 
than I can. W e are already furnishing it by a plant down town to a certain build- 
ing. My general proposition is if it could be shown that the coal operators could 
in this way save a large amount of money, whatever the sum, that they would 
themselves be compelled by the pressure of public opinion , by pressure of pos- 
sible competition, in order to forestall that possible competition, to reduce the 
price of coal to the public, if the savings that I speak of should turn out in the 
course of time to be realized. I think, therefore, while I have nothing whatever 
to do with it, that the plans of these people for uniting the companies is in the 
lines of the best interests of all concerned in the long run. 1 feel it so as a con- 
sumer of coal. 

Q. What would be the result if they should unite to the extent of controlling 
the bituminous fields as thoroughly as they may the anthracite fields?— A. I do 
not believe that is possible except in localities. 

Q. It has been charged that is what they are doing now.— A. They can only 
do it, in my judgment, to a limited extent, and I will go back to call your atten- 
tion to the strike in the bituminous trade— we have had a very severe one— 3 
years ago, where the whole field was supposed to be stopped, and yet from some 
place, nobody knew where, enough coal kept coming on the market to break the 
strike. Now, the experts in coal tell me that the whole country, the whole United 
States, is underlaid with bituminous coal, not anthracite, but bituminous coal, 
and while tliere are certain fields where it is more favorably worked from the 
location of the mines like, for example, in West Virginia, and while it is possible for 
those fields to be controlled to a certain extent, I do not believe it is possible ever 
to control the bituminous field or that it ever will bo controlled fully to such an 
extent as to make any appreciable jiublic difference. Mr. Saward was before you 
the other day. He is now out in his paper with a cry against the bituminous 
people because the market is getting overstocked. I was reading it here this 
morning. The main purpose of these people, a.s 1 understand it, is to keep up the 
freight rates and not let them come against each other. 

Q. (By Mr. Ripley.) Does not that involve holding up the price of coal if the 
com is carried on a percentage basis by the railroads? Does not holding up the 
freight rates imply holding up the price of coal? Is there not a definite rela- 
tion between the price of coal and the transportation under all of these agree- 
ments being made?— A. Unquestionably so. The general idea of a traffic man is 
that he sits in his office and determines that he will charge 50 cents or 75 cents 
a ton for coal, something of that kind. Let us take the practice; let us take 
Chicago. There is a great market for coal all around there, and the price of coal 
practically in Chicago is fixed by circumstances under no particular individual’s 
control. It depends on the demand for the coal and all that. A man who is traffic 
manager of a railroad, who runs into Chicago, says “the price of coal is so much, 
the price of mining is so much, and what proportion between the two shall we 
get?” 

Q. But is that situation true of this particular anthracite coal field, if there he 
a community of ownership of different roads, and if all individual properties be 
brought into an agreement for the life of the property to ship for G5 per cent of 
the tide-water price?— A. I am not sure that 1 clearly understand what you are 

G etting at, but I would say those possible economies I have been speaking of were 
ependent more or less on absolute combination, as I said. Now, the community 
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of interest which the gentleman referred to is of course a step in that direction, 
and in so far as it is a step it has of course this economy. I do not know just how 
much economy they will be able to put in force through that plan. For exam- 
ple, they would be utterly unable, with a minority of the stockholders, to trans- 
ter the traffic of the New Jersey Central to the Reading. I see in the paper there 
has been a sale of the Central of New Jersey to the Reading Company. 

Q. An absolute sale?— A. An absolute sale of the majority of the Central to the 
Reading Company. 

Q. (By Mr. Kennedy.) Bituminous coal, as we understand it, is carried at a 
very much lower rate by the transportation companies than anthracite coal. Is 
it probable that if this communitv of interest is brought about or if a consolida- 
tion is effected that the price of Dituminou.s will be put up on that account? — 
A. That is of course the same question in another shape. 1 do not think it possi- 
b'e to any serious extent. Now, take for example the anthracite trade. Appar- 
ent ly here is a community of interest; apparently there is nothing to prevent 
them putting the price of anthracite coal up, yet Mr. Haddock, who is in the busi- 
ness, the other day said that the limit has been reached. 

Q. You agree with him?— A. I think he is right. I, as a consumer of coal, am 
perfectly willing to rest on the owners. If they should force me to pay $2 a ton 
more and the rest of the consumers and I should put m an apparatus to burn soft 
coal, or if that would be impossible, to get along with gas or oil or electricity, I 
would never burn another ton of anthracite coal. They would kill the goose that 
had laid the golden egg. It is the same reliance in every trade. We rely on one 
corner grocery to keep down to the prices of the other corner grocery. The same 
is true with every business, that our main reliance for low prices is on enlightened 
selfishness. 

Q. (By Mr. Ripley.) I would like to ask you just a word further respecting 
that sale of the Central of New Jersey to the Reading Company. You say that 
the sale was made to a New Jersey corporaionV—A. No, a Pennsylvania corpora- 
tion with special powers. 

Q. Not the Philadelphia and Reading Company, which is a Pennsylvania cor- 
poration. Will you explain?— A. The laws of the State of Pennsylvania under 
the constitution, I believe, prohibit the owning of mines by a railroad company. 
Whatthey diddowastoorganizetliePhiladelphiaand Reading Railroad Company 
with capital stock, the Philadelphia and Reading Coal Company with capital 
stock, and the Reading Company, which owns both of them. 

Q, Certainly. Do I understand you now that this sale of the Central of New 
Jersey has been made to another corporation?— A. No; this same Reading Com- 
pany that owns the railroads. 

Q. That company, then, is a New Jersey corporation?— A. A Pennsylvania cor- 
poration. and allowed by its special charter to own the stock of other companies. 

Q. And the mining company and the Philadelphia and Reading road is owned 
by the same company?- A. By the same company. 

Q. All of them, however, take their charters trom the State?— A, In that sense, 
but there is this difference, and that is the difficulty in this almost ideal plan 
that I am speaking of, of community of interest of the coal companies, which 
would be best for, the community at large, that the minority stockholders are in 
the w ay. You can not turn the coal, as 1 said before, of the Central of New Jersey 
over to the Lehigh Valley, or the Lehigh Valley to the Reading, unless you own 
that road absolutely. 

Q. Wbat would be the remedy for these minority stockholders— the courts?— 
A. The courts are very .lealous of the rights of the minority stockholders. 

Q. Can you state any recent case from memory?— A. Yes. Of course it would 
be far lietter for you to get the opinion of some practical lawyer. The only case 
that is in my mind at the moment is what is known as the New York and Putnam 
Railroad, wnere the New York Central bought a controlling interest and fore- 
closed on it, and the courts very nearly upset it on the ground that it was a wrong 
to the minority stockholders. All this involves technical points which I am not 
speaking of now, but, as a matter of fact, the courts are getting more and more 
.lealons of the rights of the minority stockholder. 

Q. The primary difficulty of absolute consolidation of these interests lies in 
State legislation and in the situs of the charters.— A. On the general proposition 
which I am now discussing the State of Pennsylvania, as is true in a great many 
States, is very much down on monopoly, and there is no greater monopoly in the 
United States, on the face of it. than the anthracite coal field. There are not any 
other anthracite coal fields, and some of us are bound by circumstances to burn it; 
but I think that the only hope for lower coal in the future is through such a combi- 
nation of interests in the anthracite territory as will allow the owners to produce 
that coal cheaper, and that can not be done the way the work is done now. 
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Q. (By Mr. Kennedy,) Are the public who use anthracite coal paying charges 
at the present time upon investments made by these railroads and coal mining 
companies to secure property that will last fifty, sixty, or a hundred years.-'— -A. In 
some cases, yes. The Reading is a great illustration. I think you had somebody 
before you who spoke about that. Mr. Gowen, thirty years ago, began the plan 
of buying up the properties that were contiguous to the railroad. He bought up 
coal lands that were not used, with the ideaot controlling the supply. He bought 
land that was not worked, and that would not be for a long time, and he tried to 
get freight rates to support that policy. As everybody knows, he failed. The 
road was reorganized. 

Q. Was that the reason he failed?— A. Un<loubtedly the main reason. 

Q. Now, have you any idea as to how much a ton the public pays in the way 
of charges on those lands?— A. Oh, that was thirty years ago 1 am talking 
about. 

Q. At present on the property they have acquired?— A. They do not pay any- 
thing now. 

Q. Don’t they pay a royalty?— A. It does not make any difference whether you 
pay a royalty or bond interest to buy the land; there is no difference. If you buy 
coal lands and work them and put out bonds at interest and it amounts to ,$.')(). 000, 
it makes no practical difference whether you pay that §50,000 to the owners of 
bonds or to the owners of the railroads. 

Q. What I want to get at is this: Whether the.se people have not secured a mo- 
nopoly of coal lands which if they did not hold other people would work, thereby 
making the price of coal lower and relieving the public from paying charges on 
their inve8tments?~A. I do not think that that is practically so now; it was when 
they started out, or that was their idea; but. as 1 said, they failed. It might pos 
sibly be true that if there were 50 roads into that territory and about a hundred 
different people working those mines that the competition between thosi' people, 
if such a situation is conceivable, would after a while reduce coal to a small price 
per ton, but it would only be for a while. They would all go into bankruptcy, and 
the situation by slow degrees would come around to where wo aie now. 

Q. Do you know what iirofit the railroad companii^s have in coal when they get 
here to the seaboard or tidewater and sell it?— A. No; I do not. it is impossible to 
tell. The circumstances are so varied. Each road has its own special circum- 
stances. 

Q. You could not give an instance?— A. 1 do not think it would be possible to 
do so. It is understood, for example, that the Reading mines cost more to operate 
on the whole than some of the others. 

Q. (By Mr. Ripley.) That is true of the whole Southern field;— A. It is true 
of the whole Southern field, the Schuylkill, for instance. 

Q. For what reason?— A. It is the general difficulty of working the field, and 
the condition in which it is. The coal is slightly different. All these different 
fields have different characteristics of coal. , 

Q. Do you mean to say, then, that all of the issues of securities originally made 
for the purchase of those coal lands, in order to hold them, have been squeezed 
out?— A. Substantially so. The Reading company has been reorganized twice 
since that time. 

Q. Has the effect of that reorganization in each case been to decrease the volume 
of stock and bonds out? -A. I should have to consult figures before answering that 
question. That is a matter of recoid I do not remember; but in any case it has 
reduced what was at one time absolute fixed charges of the companies to contin- 
gent charges; and one of the things these people are trying to do, if it is a jiossihle 
thing, by this-community-of-interest idea, is to pay something on preferred' stock, 
for example, which really represents old bonds that were issued and the holder.s of 
which suffered a pecuniary loss through the policy taken at that time, of buying 
out more property than they could carry. 

Q. Do I understand you, then, that one reason for this present attempt is that 
sufficient earnings may be m-sde to pay interest on this preferred stock, substi- 
tuted for the old bonds?— A. That I think is a fair statement of the case, generally 
speaking, of not only the Reading company, but a great many other railroad com- 
panies of this United States. The railroad officers 1 am sure feel a sort of obliga- 
tion, if it is a possible thing, by fair means, to pay on the preferred stocks of, say. 
the Atchison and the Union Pacific, and a great many companies of that kind that 
have been reorganized, because you must not forget that following 1^93 2 ^ per 
cent of the railroad mileage of the United State.s was in the hands of receivers, 
and I suppose that 75 per cent was seriously affected, so that 100 per cent suffered. 

Q. To go back, then, to this particular question. Is it not possible that the effect 
of economies resulting from combination might be simply to pay a larger return 
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npon those securities which have not been profitable, instead of reducing the price 
or coal?— A. Yes: that might be the case. My general position about that is, if a 
shoemaker can invent a process by which 1 can buy my shoes 50 cents cheaper, 
I am perfectly willing that he should have 10 or 15 cents extra profit. That is the 
general economic position I think the community is taking. It lies at the bottom 
of our patent laws. 

Q. You will iuiknowledge, however, that there is a large volume of such securi- 
ties on which interest is not paid, which are waiting for returns, and that a fair 
inlerence might be that economies would yield a return on those old securities 
rather than reduce the price of coal?— A. You have the general idea that if you 
can reduce the price of coal; it you can give a little higher price to the operatives 
and a little dividend on some of these exchange preferred stocks, you have in, such 
a .situation a consummation dev outly to be wished. 

Ct'. Is there any agency, however, which, at the present time, represents the 
public direct’y to see that it gets that .50 cents or 25 cents? — A. No more than in 
the case of the corner grocery. 

Q. And you think the security is ample in that ca.se?— A. Without at this 
moment going into the general question, 1 think in the anthracite case we can rest 
])erfpctly sure that the public in the long run will get that benefit. At any rate, 
it is a question which, in my humble judgment, could not be taken up by legisla- 
tors at this time. 

q*. (By Mr. Kknnedy.) If all tin* railroads should get into the anthracite coal 
combination they are interstate carriers. I believe— would it not be desirable, in 
view of the possibility of those conqianies putting on arbitrary rates for carrying 
and on the price of coal, to have some body like the Interstate Commerce Commis- 
sion with power to siiy when the rates are loo high and order them lowered? — A. 
To answer that (pie-stion, I would like to call your attention to the fact that great 
consolidations of railroads outside of the anthracite fields are now in process. In 
my humble judgment, that is a part of the general question. The Interstate Com- 
merce ('omimssion have apparently been waiting fora dozen years to find firm 
ground on which to plant their feet. 1 am not sure whether the present develop- 
ments will not finally lead to ,iust exactly the basis that the Interstate Commerce 
Commission liave I.eeii long trying to find. 

.1 list ex< ' I .so me t here a minute. Do you mean the Interstate ( 'ommerce Com- 
mission particularly or the people in the country who believe in the Interstate 
Commerce ('ommission?— A. I mean both together, and it mav he that they may 
now find exactly their right place. I am not at all sure that that is not a good 
plan. Pei haps it may he. On the general question, it may be well to say that a 
good many of us are glad on the whole that it is a matter of consolidation and 
not a matter ol po()ling. for the reason that the pool keeps things as they are. It 
siinply sustains ])rices; it is in the nature of what is a real trust, as tlie Standard 
Oil wa.s, for ('\ample. while consolidation permits economies, and it is only 
through economies that wo can hope for reduction in prices. 

There was a rumor in the jiapers the other day that one large industrial com- 
pany had Ijought a railroad. Of course, as we all know. Mr. Carnegie has long 
owned the road ITom the lakes to his wo^i^s. Now, it that read is bought to give 
Ills own road low freiglit rates, and if the Interstate Commerce ('ominission says 
“ Make as low rates on voiir own road as you plea.se, but give the other people the 
same,” we liavo a situation that is good. 


0. (By Mr. Ripley.) It is absolutely essential to that position that the Inter- 
state Coinmm’ce Coininissioii have such power?— A. Yes: as to how it should be 
brought about, that is a technical (jiiestion 1 am not going into. 

Your proposition would not be practical unless the commission had such 
powenn some way given it?-A. I did not mean by that power necessarily to take 
the railroads by the throat. That is matter for (liscussion. But that they should 
in some way have an even thing. From the point of view of the public 1 do not see 
an^ objection to it. What the railroad people object to is to have the Interstate 
Commerce Commission tell them what tod(»: to say to them, “ It is law; you must 
do It; ” or what form of contract they should make. That is the general proposi- 
tion ol the railroad people. They do not object to the reasonable scrutiny of the 
Interstate C ommerce Commission or of anybody else. 

Q. (By Mr. Kennedy. ) I do not want to get away from the coal. T want to so 
hack to It after a while. But since you touch the question of pooling I want 
to ask you if it is not a fact that the consolidation movement which is goin*' on 
in railroads at the present time is not making the question of pooling an obsolete 
one(-A. Yes I was only saying on the whole that we who are simply interested 
in the general question are rather glad now that the pooling law did not pass 
because the railroads have been forced into this position of consolidation 
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Q, How have they been forced?— A. By the inarch of events. 

Q. Are you familiar with the labor situation in the anthracite field?— A. No; 
not in detail. I could not express any opinion about it, except in a general way. 

I would like to have every man get enough to give him a fair living out of it. 

Q. Are you in favor of arbitration of great disputes, like that of last fall in the 
anthracite field?— A. I am in favor of the principle of arbitration. As to exactly 
how it should be applied I am not quite certain or clear. 

Q, What would you say to a condition brought about like this: Where there are 
three parties at interest, the mine owners and operators on one side, the miners 
on the other, and the public; where there is a cessation of work and the public 
suffers, and one or the other of the two first-mentioned parties is obdurate or stiff- 
necked and holds out, allowing the public to suffer, they themselves suffering more 
than anybody else, perhaps, do you believe that under those circumstances there 
should be some force which would compel the settlement of that difficulty, some 
legal force?— A. That is a tough (luestion. If settlement could be brought about 
by the pressure of public opinion, of course that would be the best solution of it. 
That is not always possible. One solution that has often been suggested is that 
the labor union should be incorporated and be made responsible parties for their 
part of the ('ontract, so that when you did make an agreement you would have 
some body you could deal with. I think everybody that is familiar with the sit- 
uation IS in favor of a union of the labor forces in some way. 

Q. You think that as desirable as the union of capital?— A. Yes: they should in 
some way agree. I lliiuk it is also generally admitted that the workingman has 
an ethical right to some consideration by his employer as a matter of business on 
the part of the employer. It is very difficult to say how that should be brought 
about. You can not give the business over into the hands of the trade unions. 
If you do that you have the position they have in Great Britain, where they have 
practically stopped all improvements m machinery. Where the dividing line 
should be drawn is a question which I have no offhand opinion on. 

Q. You say the labor organizations should have some consideration at the han^ 
of their employers. Do you not think they should have a full and equal voice in 
fixing the wages and the hours of work and the conditions under which they shall 
work?— A. I am not sure that the best ])lyn is not a council of persons on both 
sides, who should discuss these matters without absolute power to fix terms. If 
the trade unions are wrong and insist upon their demands, they ought not to have 
their way; and if the employers are wrong and insist upon theirs, they ought not 
to have their way. Now, which is right is the (luestion. It depends on circum- 
stances. In some places it may be one way, and sometimes it may be the other. 
I should suggest conciliation, it it is possible, to save the question of arbitration, 

Q. (By Mr. Ripley.) The statement is freiiuently made publicly, and has been 
made before this commission, that the several mining companies mine at a loss, 
but that they make up that loss by the profit on transportation. Will you say 
anything, without specifying names, as to the practice in keeping accounts between 
the railroad and the subsidiary mining company. "—A. Why, the accounts ou^ht to 
be distinct and the companies treated asseparate affairs, As a matter of factit can 
not be done in that way in the anthracite regions. If you will recollect, I said a 
moment ago that the rail road companies, in order to get tonnage, operated the mines 
alongside of their road at a disadvantage of. perhaps, 50 cents a ton, let us say. 
They are operating the mines at, say, a cost of $2 per ton in order to get tonnage, 
while across the river, a mine is operated at $1.50 a ton. 

(^. Does that statement mean that there is an absolute loss; that is to say, that 
for each ton of coal the wages paid out, the railroad operating expenses, interest 
charges, etc., amount to more than the price which is credited by the transporta- 
tion company when it takes the coal?— A. That might be true of some specific 
collieries. Of course you can not find out, because nobody can get at those 
accounts. I do not know whether the people themselves know. It might be true 
of some specific collieries, and I do not doubt that it is true at certain specific 
times of the year. It is an extremely difficult thing to do, to keep the accounts of 
a mine; it is exceedingly difficult to keep track of the operating expenses. 

Q. Can you specify?— A. There is a certain amount of work at every mine that 
must be done, what they call dead work, and which has no direct relation to the 
amount of coal you are going to get out. They must fill out chambers, and make 
track, which work does not bear directly upon the sale of coal at the mouth of the 
mine. Now, it is a matter of opinion whether all of that labor should be charged 
to improvements of the mine or all of it to operating expenses, or half and half. 

Q. It seems all of it should be charged to the mine, and not to the railroad?— A. 
Yes. You are asking, though, whether the mine is profitable. It all depends on 
what is the proper way to keep the accounts. 

Q. (By Mr. C. J. Harris.) Do any of the companies take any account of the 
fact that the mines will be exhausted within a limited time?— A. Very few of 
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them indeed. In the anthracite held there is an absolute limit to the amonnt of 
coal yon can get out of it. 

Q. Have you ever seen estimates which in your judgment are reliable as to the 
possible life of the anthracite field at its present rate of production?— A. Oh, the 
estimates differs greatly. I have been told by the people, I am not an engineer, 
and can not say of my own knowledge, I have been told by the people that it will 
vary from 50 to 150 years. 

Q. That 150 years would be, perhaps, the maximum?— A. Well, that is general 
opinion. It is exceedingly difficult to tell how much of the coal there maybe. 
' Some of the coal is all good coal, fine coal, and easily mined. Bye and bye we 
sl^all get into the more difficult operations, where it will cost more money to mine 
that coal undoubtedly. 

Q. (Hy Mr. Kennedy.) Have you any testimony to offer on the anthracite situa- 
tion that has not been brought out?— A. 1 do not think so. It would require a 
discussion of detail, and I think m this particular the time is limited, and it would 
be well to confine the matter, with your kind permission, to general statements of 
this kind. Of course these are general statements, and the facts vary in each 
case, as yon will readily understand, according to each railroad and each property, 
(By Mr. Rii'ley.) Have you any knowledge, accjuired not from particular 
sources but from the press and other ways, of the nature of the sale of the 
Pennsylvania Coal Company to the Erie Railroad?— A. No; I only know what 
the strc^et has said- what has been published in the papers. I take it, however, 
that it is a part of the same general plan— community of interest. 

Cf 1 refer particularly to the financial method of effecting that purchase.— A. 
Why, somebody with a whole lot of money had to arrange for it and take the 
financial responsibility. It is so tremendous a transaction that the ordinary man 
is lost in it. 

Q. You have no statement in that connection that would be useful, without vio- 
lating any confidence at all?— A. No; I think not. I think it is a step in this com- 
muinty-of-intcrest idea, which I have just said, to be completely successful should 
be merged into ownership. It does unite two properties. 

Q. Have you a knowledge, acemired from public sources, as to the price that 
was paid for the securities?— A. Nothing; only what the newspapers have said. 

Q. May I ask whether that price, as you remember it, was high, as compared 
with prices jirevailing in previous years? Or, putting it in another way, without 
specifying any particular company, where these consolidations take place are 
prices as a rule rather above the average of a long term of years, or not?— A, I 
should say, on the whole, they are slightly above. Usually the holders of large 
amounts of stock are unwilling to sell at market prices. Let us take for example 
the case of the Central of New Jersey. The stock of that company has not been, 
perhaps, (piiteas high as the price paid: but that company owns most valuable 
possibilities, including terminal lands on the Hudson River, which are now unused; 
and it would be perfectly proper for the owners of that company to say that if 
they sold out to somebody who could use tbo.se facilities they should be allowed 
for them. 

Q. Might it not depend, however, as to the expediency of the price paid, on 
whether that purchase was made, as is said, at the top of the market — that is, 
when average prices are high all through the range of public securities— or whether 
it were made at a period of public depression?— A. Of course the price of stock is 
an important factor, but the question when the circumstances will allow you to 
make use of a property is an c(]ually important factor. 

Q. The point 1 wish to get at is this: Whether consolidation effected at a mar- 
ket where a very high range of prices prevails would entail a heavy burden upon 
the capitalization of that purchase in future years when the business becomes 
less?— A. That is the business of the financial people to determine; and as they 
are long e\perienced in the business, it is fair to assuuie that they see their way 
clear to make a profit out of the investment. If I mav turn for an illustration 
from the anthracite field for a moment back to the trolley companies, which is a 
common case: Two companies are operating in different sections of a city. Some- 
body comes along and gets an option to buy them out. Maybe the stocks are sell- 
ing at par. Those people see that by putting them together they will create traffic, 
and render tlie stock worth 150. They can well afford to pay 100, what it is 
worth to the owners, with the idea of getting 150 for it That is a perfectly legit 
imate transaction, 

Q. Suppose we assume two railroads coming together; assume they can make 
theetock worth 150 where it was 100 before. Does not that imply that the 50 is 
going into the pockets of the people effecting the consolidation, instead of the serv- 
ice?-A. If you take it in that way it might be so; but the history of all railroads 
is that, in spite of it, the public will get the benefit in increased train service. Take 
the case of the Central of New Jersey. Let us suppose— I do not know anything 
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about that, but let us assume for a moment that the people wanted a very large 
place on tide water, where they could handle a large amount of coal. The tide- 
water facilities of the Central of New Jersey would give them something they 
never could get without it. Let us assume that for a moment. Now, they could 
well afford to pay 15 points above the market for such a privilege as that; and 
that would result in the long run in this very reduction of price that we have been 
talking about. 

Q. ( By Mr. C. J. Hakris. ) In the case of most of these recent recapitalizations 
of coal companies, are they not very largely overcapitalized, in comparison with 
their real value?— A. I think you will have to ask some stockbroker about that. 
It IS a question what you mean by real value. 

Q. 1 supposed you had in your business actual estimates of the real values of 
many of these companies, and could give them without going into details.— A. 
There is no such thing as “actual value,” considering these companies. 

Q. There ought to tie, ought there not?— A. No; it is impossible, if you mean by 
actual value the reproduction of the roadbed and the cars, etc. It would reijuire 
a very accurate examination, and no one would have a right to an opinion without 
an examination. I (jucstion whether you can build a road into the anthracite 
field for less money now. 

Q. The intent of the <iuestion is to determine what price should be charged for 
a certain commodity. The (jnestion of the value of the plant and of the company’s 
interest on it would also have to be taken into consideration, would it not?— A. I 
do not think so. I do not think that the value of the plant is a consideration for 
the legislature. I do not think that it is a very important consideration for the 
investor, and perhaps I may be talking hearsay, but I think if the legi latures 
would keep in mind the investor they would help to solve a great many of the 

f iroblems of the consumer. 1 n other words, if a man is going to rob th(' community, 
et 118 say, by coal or freight or whatever else, he does it with the object of making 
money; and undoubtedly the only way he can make money is by unloading that 
stock on the public at high prices. Now, if you can have a statement or some 
means, by examination of the affairs of that (*ompany, that show its great earn- 
ings are on a false basis, and destroy the possibility of that man selling his stock 
at an exorbitant price to the investor, you kill the motive. 

Q. Suppose the cost of the railroad is fairly represented by its bonded indebted- 
ness. It has besides itc bonds large amounts of preferred and common stock, 
^ow, then, in the making of its rates of freight, what proportion should be given 
TO preferred and to common stock, which has no standing, you might say?— A. I 
do not think that that, if you will allow me, is a correct statement of the indus- 
trial situation. 

Q. If you will excuse me, that has been taken into consideration by the Inter- 
state Commerce Commission,— A. I am aware of it, and think they made' a very 
serious mistake. 

Q. Why so, if you please?— A. I am familiar with a great many businesses. I 
have had occasion to know something about them, not only recently, but extending 
over a number of years. I find it is the universal opinion of people making large 
investments that, considering the risks of their business, if they can not make 1 ‘.3 or 
18 per cent on the actual investment, they would better lend out their money on 
bond or mortgage and go out of business, and let somebody else take it that can do 
it. That is the general situation among all the industries of the country. Take a 
mill: A man that can not make 13 per cent on the cost of the mill would better go 
out of business. That is tho general condition of the community. Now, if you 
ask that man to come to New York to arrange for a corporation to take over his 
mills, he wants to issue bonds and stock. What can he issue bonds for? Only for 
the value of his rail). What shall he do with the rest of his earning capacity? 
He has got to issue stock for it. You are forced into this condition: Hero is the 
mill, worth $100,000; it is earning $12,000, He can not issue bonds for more than 
$100,000, and 6 per cent on that is $6,000. What shall he do with the other 6? 
Issue common stock on it. There is no other way to do it. In the judgment of 
the majority of the financial people that is a perfectly legitimate transaction. 
Nobody is deceived. The mill is legitimately earning $6,000 over the face of its 
bonds. Theonly way todothis is to put bonds on for $100,000, and stocks for $100,000 
more. Of course that stock is called water, but 1 do not think that is a correct 
term to apply to it. That is a capitalization of the earning capacity of the mill, 
which is represented in our financial scheme by common stock. Whoever receives 
common stock finds written all over it the contingent value of that property. It 
is a perfectly legitimate transaction. The only thing is, like everything else, when 
a man goes to organize that mill he may put $300,000 on it, owing to the ditficulty 
of valuing it and the ease with which formerly any amount of stock could be put 
on it. You can not do it now. 
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Q. The price in the market, I suppose, would regulate that?— A. You can not do 
that m Wall street to-day. 

Q. ( By Mr. COi\(iKK. ) Would it not be possible to issue all stocks and no bonds?— 
A. Oh, certainly; but there is an economic difference. You can borrow money at 
4 or 5 per cent if you are earning, say, 6 per cent on $200,000 and your stockholder is 
getting 0 per cent dividend. Now, if you can turn around and issue $100,000 at 4 
per cent, your sto> k is getting 8 per cent, don’t you see? In other words, the 
financial point is that there are tvvoclasses of people in the community— one which 
wants a sale investment and is willing to take a low interest; the other wants 
more, but is willing to take a little risk. 

Q. In financiering these corporations, both industrials and railroads, do the 
present laws, in your opinion, sufficiently protect investors as regards the repre- 
sentations that may be made or that should he made in the prospectuses of these 
concerns?- -A. On the whole, no. I do not know that they do. As a matter of 
fact. Wall street has had some bitter experiences lately, and there is a much greater 
protection in the conservatism of Wall street than there is in the law. 

Q. dan you cite an example of one of these ex perienci's that you mention that 
Wall street has had?— A. I think it would be 1 etter to let it go as a general state- 
ment, if you do not mind, because some of these things 1 would not want to refer 
to particularly. I need only ask you to look at the (luotations of some of the indus- 
trial stocks that were fioated in 

(By Mr. Kf.nnedy.) You made a comparison between what Wall street is 
doing and what the law is doing? -A. 1 meant by that that it was a very difficult 
thing now in Wall street to form an industrial combination, let us say. except on 
the most conservative lines; so that while the law does not protect the investor 
any more now than it did two years ago, you can not get a banking bouse in Wall 
street to issue an uncertain security. The banking houses won t do it, and the 
investor would not buy it. Therefore there is more protection just now than 
chrough the law. 

Q. You mean to say that the States which have branched out liberally in their 
laws in imitation of New Jersey receive no comfort and support from Wall street 
now, do you?— A. No. There is no complaint about the laws of New Jersey that 
1 know of. The rule is. “ Let the buyer beware.” 

Q. (By Mr. Covoeu.) Now. touching those laws of New Jersey for a moment, 
inasmuch as you ha\e spoken of them, do you think the rights of the individual 
shareholder there are sufficiently protected?— A. In this sense, as I say, you are 
notified that you inu.st beware of the matter. There is no pretence to keep the 
people from buying common stock when they ought not to, or anything of that 
sort. 

Q. lender the laws of New Jersey, at the present time, under which the corpo- 
rations are organized is it not possible for the management of a corporation, being 
in the saddle, so to speak, to so continue without actually holding a majority of 
the stock?— A. Not wlien anybody wants to turn them out; no. 

Q. Are there any regulations or methods by which a stockholder can learn all 
the names and addresses of the several stockholders -can learn who they are?— 
A. I believe so. It is hedged about, you know. The difficulty is that somebody 
will buy a few shares of stock in order to make troub’e for them. At least that 
is what they are afraid of. The genuine stockholder can generally get all the 
information he wants. What the corporations are afraid of is the man who, from 
ulterior purposes, buys up stock and then asks for the books in order to create 
sentiment against them. 

Q. It is customary for these large corporations, just before the annual election, 
to send out blank proxies all over the country, is it not?— A. Yes; they are abso- 
lutely dependent on that system for an election. 

Q. Do you know whether the lists of any of these corporations can be seen by 
any other shareholder than the officers?— A. 1 would refer yon to some of these 
companies’ lawyers for it, the exact legal situation; but a legitimate stockholder 
can get a reiisonable amount of information if he goes the right way about it. 

Q. (By Mr. Ripley.) Including the names of the other stockholders? That 
is the vital point.— A. I won’t express an opinion on that point, as 1 am not a 
lawyer. Last year there was introduced into the State legislature of New York 
a law, which it is understood was prepared in a measure by Professor Jenks of 
vour commi8.sion, and which was intended to cover that point, that there should 
be an office kept where the stockholders’ books should be kept on view. 

Q. (By Mr. Conger.) My question was to lead up to that one— whether your 
experience would lead you to favor the enactment of some legal requirement by 
which a shareholder should have the right, upon demand, to have the use of a list 
of his fellow shareholders?— A. There are a number of instances in New York State 
in which the corporations which are themselves shareholders are apparently not 
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treated well. Perhaps it would be well if we could have a recast of the corpora- 
tion laws so as to cover not only that point you speak of, but a number of others, 
some of them for and some of them against the corporations. This bill ot a year 
ago was intended to allow the corporations to do honestly and legitimately what, 
for example, they can not now do, provided they would make a clean breast of 
what they were doing. That was the gist of the bill. It was the old idea of 
publicity through an examination of the affairs of the company by qualifieti 
experts. 

Q. ( By Mr. Ripley.) You speak of the laws of New York prohibiting the hold- 
ing of stock of one corporation by another.— A. That is the way I understand it. 

(^. Such holding, however, is permitted in the laws of New Jersey, and is the 
essence of the anthracite coal financial situation?— A. Certainly. 

Q. Would that be true of Pennsylvania also?— A. I am not qualified to speak. 
I do not know the laws of Pennsylvania: but I think not. 

Q. (By Mr. Kennedy.) Is it true that the transfer books and lists of stock- 
holders and other books of these great New Jersey corporations, which are sup- 
posed to be in the offices in New Jersey, and should be there under the law of New 
Jer8ej% are actually in New York City?— A. No; they are over in New Jersey. 

C^. Is it not true, or is it true, that at one time they were not there, and when 
an investigation was supposed to be under way great express waiion'oads of them 
were taken from New York and put in those temporary offices in New Jersey?— 
A. I do not know about that. Most of the corporations I know of are law abid- 
ing. They have their records and offices in New Jersey. Some of them have 
directors there. I know that special cases have arisen, under the old condition of 
things, where they held the corporation s books there. 1 mean they had small 
offices; the clerks are not there, you understand, but enough of the corporation 
machinery is there to satisfy the law. The president has to be where the business 
is going on— in New York City, you know— but the stock books are usually kept 
in New Jersey, and so far as I know the corporations do carry out the law faith- 
fully. I never knew anything to the contrary. 

Qj. (By Mr. Ripley.) Do you know of some that have been lax in that matter? — 
A. No; I do not. 

Q. (By Mr. Conger.) You said a few moments ago that you thought the legis- 
latures should look out for the interests of the investors, and in that way they 
would be serving the consumer as a rule. Would you think it an unreasonable 
requirement that the names and addresses of the shareholders in a (‘orporatioii 
should be provided for the use of all members before an annual election?— A. 1 
don’t think there would be so much objection to that reciuirement if you would 
couple with it other conditions which a corporation desires. In other words, you 
have taken just one point in a very big corporation question. The way to do that, 
in my judgment, would be to recast— if you are speaking, for example, of New 
York City— all of the corporation laws; not only that, but other things. 

Q. What other things?— A. Holding of .stock, for instance. I believe you have 
a process to get at the stock books of corporations in New York. 

Q. Is it not practically impossible under the New Jersey laws for stockholders 
out of harmony with the management of a corporation to learn of the holdings of 
other members in that corporation to the end that they might put up another 
ticket for officers and directors?— A. I have had the people speak to me about that 
matter a number of times. They have always, I think, without exception told me 
that a bona fide stockholder could go into the office and get all the inlormation 
he wants, but they do not want Smith, Jones, or Brown to get a list and put up a 
game by which he would have to be bought out at the cost of a number of thou- 
sands of dollars. Now, if you can devise a scheme by which a stockholder can 
get all the information he ought to have and so the speculator can not take an 
advantage of it, I think that is all you can ask for, and I think every corporation 
will immediately accede to it. 

( 5 . Do you think the purpose or intention of the man who is a bona fide share- 
holder should be taken into consideration when he applies for a list of his fellow 
shareholders?— A. Certainly; there is the difficulty. I may be wrong about it, but 
as a matter of fact, officers of corporations have again and again stated to me 
on that subject that the people who desire to look at their books and make a row 
about their affairs are the people who do not own any stock, according to the rec- 
ords. There are a great many people in the city of New York who make a busi- 
ness of going around and trying to obstruct something or other, by reason of which 
obstruction they shall be bought off. Obstruction is considered in Wall street a 
legitimate thing if it can be aone fairly. The right should be hedged so that it 
is not possible for speculators to take advantage of it. That is the crux of the 
whole controversy. 
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Q. As to the financial reports of the different corporations, do you think that 
those are made in sufficient detail at the present time to the shareholders? In 
other words, how far into detail should financial reports of corporations be made 
to the members thereof?— A. That is a question on which I have been obliged to 
give a good deal of thought. Practically, my experience is that when a partner- 
ship is turned into a corporation it does not lose at all its business position. It 
has changed its form, but its business position is the same as before. But nobody 
asks a partnership to give undue inmrmation. Just the moment, however, it 
becomes a corporation intormation is asked tor. Men do not wish to give away 
their secrets any more under those conditions than they do when in a partnership. 
There is the conflicting situation. A railroad is (luite different. It does not make 
any difference what the New York Central shows in its accounts: nobody is going 
to build a road alon^ide of it. But an ordinary small corporation is put to a 
serious disadvantage by showing what its sales are and what it earns, that some- 
body around the corner can use to his advantage. It has once or twice been the 
case that the Audit Company of New York has examined the affairs of these cor- 

S orations, and certified that the earnings have been so much, without giving 
etails. That has been suggested once or twice as a way out of that difficulty. 
The people then would believe the earnings were fair, that is to say, would have 
confidence in the statement; and, on the other hand, there would not be a state- 
ment ot all the secrets of the corporation. The Pressed Steel Car Company is an 
instance immediately in point, which has just been issuing its bonds on such a 
statement. 

Q. Is it or is it not a fact that charges are frequently made to assets that should 
go to operating expenses?— A. It sometimes is the case. 

Q. Is that, in your opinion, done at times with honest intent, or in ignorance, 
or sometimes with fraudulent intent?— A. 1 am very glad you asked the cmestion, 
I am glad to bear testimony from practical experience to the fact that tue great 
majority of the people, as merchants and traders, m this country are honest. I 
am glad to make that statement. They are honest. They differ slightly among 
themselves as to what their profit is. That is the difference. They very often, 
with the best intentions, but in ignorance, make statements which are not, com- 
mercially speaking, correct, but which they honestly believe. 

Q. These mistakes in bookkeeping then are troquently made in ignorance rather 
than with iraudulent intent?— .A. Yes. The result to the investor is the same. 
There is a saying in Wall street that they do not know which is worse, a knave or 
a fool. A knave they can guard against; but the fool— they believe his statements 
because he is honest, 

Q. You spake of the inspection of accounts. How far would you favor govern- 
mental inspection of accounts of railroads?— A. I should rather not favor the 
examination of accounts of railroads by the Government itself. 

O. Why not?— A. Because the inspection would have to be made by a bureau, 
and there would be a susincion of politics in it, and various things like that. My 
own opinion would be that public opinion, if possible, should force the railroads 
not merely to an audit, but to an examination— more than an audit— by some dis- 
interested party who was an expert in the different lines, and whose name should 
be filed at Washington, with a bond, let us say, and who should do other business 
besides that. 

Q. Do you think this political flavor you ob.iect to now attaches to governmental 
inspection of national banks?— A. No; but the case is different. In the first place 
the banks are not examined to the extent that wo are speaking of with respei’t to 
the railroads. There is a misapprehension in the minds of a great many people that 
the banka are really examined by the examiner. It is not so. It is not his busi- 
ness to detect thieves. Of cour.se if he can find them out incidentally, he does 
it. His business is to see that the law is not violated— to protect the depositors. 

Q. Is it not a lact that he does inspect national banks to the end that he may 
know that the assets that they claim to be there are there?— A. Certainly ; but 
those assets would have been, say, $50,000 more if somebody had not robbed the 
bank. 

Q. Would you favor the inspection of accounts of railroads by the Government 
to the extent that national banks are inspected?— A. I think not, because it can 
just as well be done in another way, and to the avoidance of trouble. The Gov- 
ernment would of course employ the best people. It is the same idea as the stock 
exchange. Once in a while there is a movement to ask the stock exchange to 
examine the properties that are listed there, but it is not the stock exchange’s busi- 
ness to pass upon the solvency of corporations; it can not be possible. 

Q. You say it could be done in another way. How could it be done?— A. By 
having persons, specialists in their line, to examine those railroads. We are doing 
it all the while, and no suspicion attaches to our examination. 
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Q. Is your audit company en/jaged to ins])ect the accounts of corporations at 
regular intervals?— A. Certainly. Sometimes one corporation is inspected every 
month, another one is every six months, another one every four 

Q. And does the certificate of yoiir company have a recognized financial stand- 
ing in Wall streel?— A. It is incorporated in financial underwritings on the street 
to the extent of millions of dollars. 

Q. You would favor this private auditing of accounts of those corporations by 
private auditing companies like yours rather that by the Government?— A. That 
would bo the idea, hedged about by anything you please of course— by penalty in 
a bond, if you like, or whatever penalty that be reijuired, because I think the pos- 
sibility of losing money is, after all, the best saleguard. 

Q. The Interstate Cominei CO Commission now has the right or prerogative, and 
I tnink exercises it, of prescril)iug the method of keeping the accounts of rail- 
roads.— A. Oh, yes; Imt that does not insure the accuracy of the accounts. It is 
a very good idea, and has done e.xcellent service to the community by bringing 
tlio railroads to a uniform ba.sis. I think everybody appreciates it. 

Q. Now, in the absence of this system of auditing accounts by these private 
audit companies such as yours, would the inspection and auditing of these ac- 
counts be desirable, particularly if it were confined to the (piasi public corpora- 
tions like railroads? -A. 1 should rather prefer, if there was to be a law on the 
subje ct, that a report of some coriioraiion, let us say like the Audit Company of 
New York, should be filed with the Interstate Commerce Commission for exam- 
ple, certified— any prescription as to the information, or something of that kind, to 
be obtained from the commission; and let the xVudit Company of New York, as I 
say, file a bond or anything you like with the Interstate (-ommerce Commission 
for the faithful performance of tho.se duties. I do not believe in increasing the 
Governmental machinery unless there is some real advantage in so doing. 

Q. If this system of auditing accounts by private audit companies like yours 
should become general, naturally competition would grow up, would it not. be- 
tween rival audit companies?— A. Un(iuestionab!y. 

Q, la it not a fact, or is it not presumable, that if the accounts of railroads were 
to be inspected by the Government, unilormity in the ac(‘ounts would prob- 
ably be a result through such Governmental inspection, while that uniformity 
would not naturally lie secured from the auditing by separate and difierent audit 
companies?— A. On the contrary, I think the uniformity of the presemt Inter.state 
Commerce Commission would be adhered to by everybody, and carried through; 
in other word's, in the classification of accounts, my idea* is that the Interstate 
Commerce Commission would control. 

Q. You would not favor the enlargement of that Bureau to the point of inspect- 
ing?— A. No; I would not; because the a<*count8 are so delicate that the service 
requires somebody conversant with the Street. For instance, what is solvency? 
Who is going to answer the question? 

Q. (By Mr. Ripley.) Can you give an example showing the diificulty of 
answering that question— a hypothetical case?— A. 1 have in mind a company in 
the West— manufacturing company— who. let us say, did not make a dollar, but 
had a great many more current a.ssets than liabilities. Should you consider that 
they were solvent or insolvent? There was a dispute about the (juestion, as I hap- 
pen to know, on that very point. There is no (luestion at all in my mind that 
they were perfectly solvent. A man is .solvent as long as ho can pay his debts, 
whether he is making any money or not. I only instance that as a (luestion that 
came up. That requires persons to be most carefully in touch, not only with the 
business to know what it really is— not the commercial situation alone, but the 
Wall Street situation, for, after all, all these things run into finance sooner or 
later. 

Q. (By Mr. Conger). The Government inspectors of national banks have so 
far been able to satisfactorily determine whether a bank is solvent, have they 
not?— A. It is an easy matter; anybody can do that. I do not mean to say the work 
is not hard, but the theory is easy. 

Q. You mean to say the banks assets are in money and they do not have to 
believe any deception?— A. Gh, no. We have examined a great many banks, and 
our examinations go very far beyond what any bank examiner’s does. That is no 
reflection on the examiners, however, for they are not hired to do what we do. 

Q. How far would you carry the legal requirement of inspection— to what class 
of corporations?— A. 1 think that jierhaps the United States Government should 
limit itself, until the question is put in another shape, to the corporations you 
spoke of— the transportation companies. This law that your own expert, as I 
see according to the public repon. had something to do with, required that the 
POjrporations of the State of New York should come under it and should also b^ 
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andited. His idea was publicity. The idea of that law was to give the corpora- 
tions a chance to do legitimately what they would have to go to New Jersey to 
do now, at the same time giving them the power to show their hands. 

Q. You think the laws of New Y^ork should be revised so that one corporation 
could hold stock in another corporation?— A. The opinion here is that the laws of 
New York should be revised on several points; that is one of them. 

q. Is it a fact that the laws of Massachusetts prohibit a corporation organized 
under its laws from holding stock in another corporation organized under its 
laws?— A. Yes. The laws of New Jersey, Dela\yare, and West Virginia do allow 
such holdings. (Jive the corporations a chance to do anything, if you only know 
what they are doing. That is the whole secret of the business. 

q. (By Mr. Rii’LF.y). You have spoken of the Interstate t'ommerce Commis- 
sion's accounts. Does the publicity they enforce, and the uniformity, apply to 
any other branch of the accounts of railroads except the income account? That is, 
IS it (juite uniform in the several departments of railroad finance?— A. You can not 
get the detailed information; that is given to the commission, and they hold it 
privately. 

q. But do they secure, as far as you know, such detailed information as was 
contemplated in the origin of the Interstiite Commerce Commission?— A. I do not 
really know about that. They do not give out all the information— only the sub- 
stance of it. 1 do not know what they get. 

q. I would like to ask you to make perfectly (dear the difference between an 
audit and an examination.— A. An audit is an examination of the books as 
they stand. That is a very imi)oriant thing It must be done by special expe- 
rienced experts, because it is the foundation of all knowh'dge, You must know 
what tliey have been doing. But there is still a further thing behind the audit— 
that is, whether the figures represent the commercial facts. 1 do not know 
whether that expression is very clear to you, but wliat I mean is this: Take one 
instance. It is not customary for a railroad company to set up what we call the 
depreciation account, but it is customary in factories. The railroad is supposed 
to renew enough eiiuipiiient in every year to keep itsidf going just as long as it 
needs any such thing. 1 do not myself think that is the best course, but it is the 
custnm. That is all wo can say about it. Now, the railroad company, if it should 
1)> any chance wish to make large earnings, can simidy stop repairing cars, and 
practically that information, so far as the audit iscimcerned, would be to that 
extent misleading. Now. nothing but the examination of the affairs of the 
comijany outside of the books would show its condition, because the books would 
be correct. The most dangerous sot of books I over saw in my life were abso- 
lutely correct, but they did not represent the facts. There are practically two 
subdivisions in this matter: One is the books themselves, so that the information 
of those books shall lie correctly recorded, and that is not at all a simiile matter; 
and beyond that there is such a thing as an examination of the affairs, so that 
the report will represent the facts behind it. 

q. Do I understand you to say the bank examiners do nothing practically in the 
way of auditing?— A. I did not mean to say that. 1 really think the public 
clamor against examiners is hard on them, ami they do a great deal of that sort of 
work, undoubtedly. 

q. (By JMr. Coxoer ) Early in the testimony you said that as a consumer of 
com you had no objection to and. as I remember, practically approved of the con- 
solidation of the anthracite interests that is now going on?— A. Yes. 

q. Now, what is your opinion of the necessity, or lack of necessity, of Govern- 
ment inspection of accounts ol that combination if it should be formed? Do you 
think there is any need of it?— A. I think that the whole railroad situation would 
bo made better by such an examination. 1 really think if there is anything behind 
the combination they want to conceal, it ought to be known. But as far as 
I am familiar with their affairs I think there is nothing in them that they 
really need be ashamed of— nothing except some little instances that happened, 
but I do not think there is anything of consequence they ought not to reveal. 
Therefore I agree that it would be better in someway to be known either directly 
or through some general act of Congress, which should give to the Interstate 
Commerce ' 'ommission the jiower to have these companies audited by outside 
auditors, who should file bonds with them, leaving them in their charge. For 
example, that might be possible, and I think it would be better for the coal com- 
panies just the same as the other companies to do that. 

q. Now, we have pending in the industrial world at the present time the organi- 
zation of a mammoth steel trust. Do you think that government examinations of 
the accounts of a corporation of that magnitude would be advisable?— A. It is a 
gigantic undertaking to examine a company like that. It is not hard either when 

16a 31 



482 


INDUSTRIAL COMMISSION ; —TRANSPORTATION. 


you think about it, because the constituent companies are to be kept alive. In 
that case, as 1 understand it, it becomes a (luestion of examining a certain number 
of constituent companies. 

Q. We frequently hear publicity advocated as a remedy for the trust evils. Do 
you agree with others in advocating publicity as a remedy?~A. As a general fact, 
1 do. The (juestion as to how much publicity and covering what points, of course, 
is a matter that might he discussed, but in general. 1 think that the publicity of 
the essential facts would not hurt. 

Q. In the term “essential facts” I suppose you would include profits made, 
would you not?— A. 1 would, certainly. 

Q. To the end that, if the profits were exorbitant or very large, if that term 
would be preferable, competition might be thereby encouraged?— A. Precisely so, 
only I think a number of years ought to be covered. Now. it may sound strangely 
to you, but it is a fact in ray own knowledge that the panic of l!S9;J did not affect 
manufacturers in this country until two or three \ear8 alterwards, and the worst 
years our manufacturers ever had were 1891) and 1891, and not 1894. Rather 
strange fact, is it not? 

Q. How do you account for that?- A. I^anics are financial and they only roach 
business afterwards. It takes time for a panic in Wal 1 street to reach the Western 
manufacturers. Now, then, if you are considering the enormous profits of the 
steel companies for the year 1900 or the year 1899, you ought in fairness to take 
into account the loss of 1890 and 1897 or lack of profits, whatever it may bo. Now, 
if all those facts can be set in a group and if the companies are wrong ihe people 
can find out the fact. But on the whole they are right and fair as a rule in their 
methods, and I believe in the long run the American people will deal .lustly with 
them. 1 believe in the fairness of the American pco{)le. 

Q. Do you think the Federal Government or the State governments should 
undertake the inspection of the accounts of these corporations?— A. Not directly. 
I think if they provide for inspection it would be all they should do just now. 

Q. But you do think they should ]trovidH for it?— It would be fair to do it if 
they could have changes and rely on them - Cor e.xample, the change of the laws 
of the State of New York. Now, the law of the State of Pennsylvania was well 
intended, but just now it is the stumbling block in the way of a reduction in the 
price of coal. 

Q. You refer to the constitutional provision of Pennsylvania against railroad 
companies owning coal land?— A. Yes: but at the present time we are making 
history so fast that we have gotten away beyond Hiat. 

Q, Some have advocated a Federal incorporation law. What have you to say 
on that point?— A. I think the first thing to do is to straighten out the States on 
the question of corporations * 

Q. Do you think that the incorporation of these companies should bo done under 
State statutes rather than Federal statutes?— A. That is a very large ([uestion. 

Q. Well, we are getting some vor\ largo corporations, you know. -A. Some per- 
sons have really advocated Federal corporations simply to escape State laws which 
are unreasonably severe. They do not advocate Federal laws that I know of on 
any other ground than to escape some of the arbitrary laws of some of the States 
in which they are compelled to do busiiie-ss. 

Q. Might not uniformity bo a desirable object?— A. Yes. It is a iiuestion 
simply— a constitutional one— whether it is in strict accordance with the theory 
of our Government that Federal authority should step in, even under the guise 
of interstate commerce, and charter companies inside of individual States. I do 
not like to go beyond myself in thinking about the question of home rule if I can 
help it. 

Q. Is it not a fact that these large industrial corporations, as a rule, are organ- 
ized in New Jersey, and many of them operate nothing in New Jersey exc^t an 
office in an 8 by 10 room?— A. Certainly; but they have to do business in differ ent 
States. 

True; but in what way do the States have the advantage of home rule while 
this New Jersey scheme is operating that they would not have in operating under 
the Federal system?— A. Well, the Federal statute raises a series of general ques- 
tions, you know, which do not apply as between one State and another. But I 
have really no opinion on that. 

Q. Going back to the matter that was mentioned early in the testimony in 
regard to some of the experiences which Wall street had passed through with 
some of these industrial corporations, should there be greater regulation as to 
representations that are made in the prospectuses put out when these companies 
are organized?— A. That might very well be if the whole corporation law is 
recast. The stock ledger and various things ought to be considered. 
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Q. If that were to be done, what would you suggest as some desirable features 
to incorporate in that law?— A. You know the English law is on that subject that 
the men who put prospectuses out are responsible for the statements financially . 
They are responsible now theoretically under our law for any statement made; 
but in England the responsibility is specific and direct. 

Q. Would you favor making it more specific, as does the English law? —A. Yes; 
on the ground that if, as I say, the whole corporation (juestion is taken up in that 
broad and liberal spirit, something of that kind might do. You hear a great deal 
of talk nowadays about making directors responsible. It is impossible. You 
know if we did that, we would not have many directors. They can not be 
responsible for what might happen two years from now, so that would be a fact 
to be very carefully guarded. 

Q. Do you think, under the present line of prospectuses that are issued and put 
out, that they go into sufficient detail as to the powers, authority, anti duties that 
are imposed upon officers and directors of the corporation to be organized?— A. The 
powers and duties of the officers are not ot so much account with an investor as 
are the other matters. Now, we are slowly minimizing and working out that 
problem in New York on Wall street without legislation, in other wortls, a bank- 
ing house that should continue to put out wrong prospectus would not continue 
in Inisiness very long. We arc working chat out so it is not really as necessary 
now as it was twenty years ago, because we are simply working it out for ourselves. 
I think that the bankers would welcome a reasonable pro\ ision in that respect. 

How is that jirohlem being worked Out— by force of public opinion or rules 
being adopted on the street?— A. If Smith. Jones A Kobinson arc my banking 
house, and tliey bring out a corporation or a manufactory and issue bonds, and I 
buy the bonds of that concern and it goes to pieces, wo are not likely to iuiy any 
more bonds from that house. 

It is done by public opinion?— A. By public opinion, certainly. 

Are there any rules?— A. They are judged by their success. 

Q. Are there any written rules laid down by Wall street? - A, No: excepting 
that the information must be given. The difficulty about making rules is that 
they vary in each case. It is very difficult to set down rules, Yfiu want to know 
essential facts in each case. In on<- case the question may be whether the plants 
are worth anything, and in the next whether the pab'nts are worth anything, and 
in the ne.\t whether the company has any hold upon the raw material. It is impos- 
sible to put down fixed rules for such a thing. It depends on the comjiany itself. 

Q. I was wondering whether tho rules of the Stock Exchange made any require- 
ments that might or should be enacted into law.— A. That is a case where they 
are going on without law. They reiiuire the furnishing of a specific amount of 
information in the Stock Exchange. 

Q. Might not it be well for the statutes to make the same reipiirements?— A. I 
do not think anybody in Wall street would object to a reasonable jirovision on that 
point. They say that law is a crystallization of the oiiinions of a community. 
Wall street already has an opinion on that subject, so 1 do not think they would 
object to the crystallization of it. 

Q. (By j\Ir. C. J. IIaukis. ) Does tho Stock Exchange require an audit of 
accounts of companies represented there?— A. No; but it reipiires certificates of 
an audit company as to the precise information furnished at the time of listing, 
but iKd afterwards. 

Q. Would it not be a good idea to have it every year?- A. That is a question 
brought up every year. The objection is that the Stock Exchange is not anything 
but a body formed to make trading easy. It is not a body to fix the value of things. 
That must be done by the members who trade there. 

Q. (By Mr. Kennedy.) Is it all legitimate trading that is done there?— A. That 
is a hard question. May I ask what you mean by legitimate? 

(^. Actual buying of stock.— A. Oh, yea; the moment they catch a man bucket- 
ing he is turned right out. Oh, yes; they are most rigid about that; they are them- 
selves most rigid chasers down of bucket shops. Of course, yon understand what 
I mean by bucket shops- places where there is no buying and selling. If you 
lose so much money you might .lUst as well bet on a card table. They turn right 
out those who do that. 

Q. It is the buying and selling of stock that is the representative of the actual 
material thing?— A: Oh, yes: no doubt; they are very careful about that. 

Q. (By Mr. C. J. Harris.) Are you familiar with the recent railroad combina- 
tion which controls the Pacific Railroads?— A. Only what I have seen in the 
papers. 

Q. Does it control all lines to the Pacific coast?— A. No, not at all; the Atchison, 
Northern Pacific, and Great Northern are all separate. 
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Q. Suppose 
you mennonei 
anticipate this 
think we have at all seen the end of it. 

Q. What will be the result on the public, the shipping and traveling public, 
the people who live along those lines?— A. I think it is in the direction of progress. 
1 think before we get any reduction of freight rates we iiiiist have economies 
which will enable those reductions to be made without impairing the earning 
power of capital. That is what we are all striving for. I do not myself have any 
fear of the future about that. In fact, the next generation can deal with it if it 
is necessary; at present 1 have no fear. I think anything that would enable the 
New York C'entral to do business more cheaply will benefit Utica, for example, 
that can not get out any other way. 

Q. Well, so far as the combination has gone, do you find in your experience that 
this combination tends to reduce prices to the consumer, or does it tend, as was 
suggested here by yon a few minutes ago, to pay more dividends on more classes 
of stock?— A. Well, the reason for these combinations is sellish. It is the hope of 
profit that makes the world go round, and if these people did not think they were 
going to make some sort of profit on them they never would go into combinations, 
even though the result might be a benefit to thecommunity in the long run. Now, 
the first effect of a combination of railroads might be to steady the tariffs. You 
understand there is a good deal of rate cutting going on. They quote 15 cents a 
hundred where really they get 10 cents of a large shipper. The effect of a combi- 
nation of large companies would first of all be to steady and make uniform rates 
which would prevent the uneven and rapid fall in freight rates whi(5h has been 
going on in the last twenty years. It can not prevent a gradual fall of rates, 
because circumstances are such that commerce in this country is out for low rates, 
for example, on exports. Now, there is a tremendous field which this country wi 1 1 
have to more or less occupy in the future. To do so they will have to have low 
rates. ' 

(At I0.4r)a.m., February '21, 11)01, Mr. Greene was recalled as a witness and tes- 
tified as follows:) 

The WiTNKss. Before answering any (piostion that the commission may like to 
put to me. I would like to state that by some mischance I have been radically 
misiiuotcd in the papers, and as the matter does me (‘onsiderable injustice, and is 
in some cases directly opposite to what my sentiments are, I would like to put 
before the commission some corrections of some of the misstatements. 

(The witness here submitted corrections of newspaper accounts. ) 

Q. (By Mr. Kennei)\ .) Is that the only statement you h.ivo to make? -A. That 
is all. 

Q. I desire to ask you H or 10 other (jue.stions on transportation before you go on 
to the subject of industrial combination. In the first place. I would like to ask you 
why, generally speaking, railroads give lower rates for o sports than tor domestic 
shipments?— A. Ido not wish to take the time of the commission to go into the 
whole question of the relation of exported merchandise to home merchandise 
except to say that exports have a very important relation to the pro.spenty of the 
country. VVhere, as in our own country, the production is at the moment or may 
be at any time-in excess of homo consumption, tho.se exports must be sold abroad 
or the men must be discharged, for e.xample, and the community lose the benefit 
of that production and the railroads the carriage of that freight. Therefore, it is 
considered legitimate to sell those goods at a lower price abroad than in the home 
market, within reasonable limits, or for the railroads to carry them at a less price. 
That is not a new idea, because a company that manufactures in New York, if it 
has a surplus of goods on hand, will sell them at a less price in Chicago than in 
New Tbrk. It is not confined to different countries, by any means. It is a con- 
dition of things that prevails at times in every city of the United Htates. and, so 
far as my experience goes, it does no practical harm because it continues for a very 
short time. It is an evil, but I do not think it needs to be corrected by legislation; 
it corrects itself, I am only speaking now of the importance, as I understand it, 
of the question of exports. I may add also, it it is in line with your question, 
that the question of the cheapness of production of these exports and the cheap- 
ness of carriage is a most important element in what, so far as one can see. is the 
coming circumstance of business in the United States. We have before us a pos- 
sibility of manufacture and of trade which is so great that one almost hesitates 
to consider it possible, particularly with reference to foreign trade. 

Q. Is this practice of American railroads with respect to exports somewhat 
analogous to the export duty of foreign governments, on sugar for instance, and 
'other products; export bounty, I mean?— A. I suppose that is bound up in the 


this combination goes on indeMteJy; will that lead to monopoly, as 
i, in the anthracite coal husinessF-A. It might very well do so. I 
! movement of consolidation of railroads will continue. I do not 
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whole general question of protection, which I would rather not discuss. It is too 
big a subject. 

Q. (By Mr. C.J. Harris.) Are you familiar with the import rates in here?— A. 
I have not been for three or four years. 

Q. That is, rates by which goods are shipped from England into interior points 
of this country for perhaps even less than the prevailing rate from New York City 
to tliose interior points?— A. That is a most difficult question and there is no con- 
sensus of opinion as to the right and wrong of it ethically. The railroads consider 
that they are at liberty to take freight, let us say, from Liverpool to Chicago by 
way of New York, at a rate that will enable them to get the business away from 
the road from Liverpool to Chicago by way of Montreal. In order to do that tliey 
take it at a less rate than is made Ironi, say, Warsaw to Chicago. As a practical 
(piestion the tendency of the times is always to reduce the domestic rate toward 
that foreign rate. 

Q. The duty ot the railroad to the shippers plainly demands that they shall give 
the same rate to all, does it not, that there should be no variatiCn?— A. Under 
th(‘ same circuinstancos. The qm^slion is, of course, whether the circumstances 
are the same. 

When the rate is less than it would be if shipped directly from Now York, 
there is a discrimination that is hardly just.— A. Not exactly: not in the sense of 
the interstate commerce law. There tin' proportion of the through rate is not c-on- 
sidered. d he Lake Shore road will take a loss proportion of the rate from Chicago 
than It will from Rochester, let us say. or some place of that sort. That is not 
consicier('d a discrimination It is the total of tho rates that the interstate-com- 
merce law takes notice of. If the rate from Liverpool to ('hicago is less than the 
rate from New i'ork to Chicago, it is a (piestion. The tendency is to reduce the 
domestic late toward the foreign rate. It is a difficult ethical (lue.stion. 

(By Mr. Ki ^nkdv.) In lino with my former question, I would like to ask 
you whether the railroads in making these cheaper export rates are a great instru- 
mentality in keeping the balance of trade m tavor of this country? - A. There 
is no doubt about it. This pi>8sibility of great trade expansion that is before the 
Cnited State.s would be greatly helped or greatly hindered. I will say greatly 
l)el])ed, by the fact that these large industrial combinations will be enabled to pro- 
duce goods more cheaply and that the large railroads will be able to carry that 
freight more cheaiily. 

t^. Will not the railroads themselves thus enable the manulacturers to under- 
sell European manufacturers in their own market? Are they not at the same time 
promoting loreigii immigration to this country?~A. 1 should say so; yes. I think 
that the ]irosperity of this country is the direct reason tor immigration. In fact, 
immigration statistics prove it. There was a great falling rdf under the panic of 

when business was poor. 

1 would like to ask you whether, when the community-of-interest iilan in rail- 
roads shall be carried to a succe.ssiul conclusion, it will eliminate the expensive 
ticket offices on Bioadway and whether it will effect other economies?— A, No 
doubt .something of that kind would be the result. How far that result would take 
effect from community of interest is .pist a mere matter of guesswork. But if the 
time should ever come when community of interest itself should give way in its 
turn to an absolute coinbmation of the different roads, there is no doubt that the 
chsngos in the employment of various railioad officers of thi' different grades 
would be very serious. The industrial combination has already decreased the 
number of traveling salesmen, and there is no doubt the same effect, if it should 
ever come to that, would be tlie result in any railroad combination also. I would 
call the attention of the commission to the fact that wlnle in the industrial world 
we have had actual combination in regard to absolute ownership of plants, that 
absolute ownership has only extended in a small way as yet in the railroad W’orld 

C^. Would you care to say anything about the principle of the long and short 
haul? That was not discu.ssed yesterday, I believe.— A. Oh. I think not. I think 
the railroad men acknowledge, as a general thing, the justice of that principle. It 
is only the applicability of it in certain cases that is at times discussed. 1 think 
the general principle is acknowledged to he correct. 

0- 1 should like to bring up the question of classification, and ask you if commu- 
nity of interest would tend to bring about uniform classification, and whether that 
18 desirable or not? -A. I should say the tendency would be that way, but the dif- 
ficulty is the situation is .so different. For example, in the South it is theoretically 
all right, but practically a very complicated matter, indeed. In making theclassi- 
fication the difficulty of the situation is that we sometimes forget that classifica- 
tion is only another methed of fixing rates. If sugar, for example, is carried for 
10 cents and you put cotton in the same class as sugar, it must oe ctftrried for 10 
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cents. Cotton goods may be, under stress of circumstances, carried for one rate 
from New York and for another from Atlanta. There is the difficulty in the 
classification. 

Q. The tendency is toward uniformity, is it not?— A. The tendency is, as the 
country settles down, toward a regular basi-s throughout the whole country; but 
as long as there is a diversity of circumstances there is difficulty. 

I would like to ask you il the very largely increased earnings ot railroads 
which we hear about from time to time are the result altogether of good times, or 
have the better methods in the management of railroads had anything to do with 
the change?-- A. If we compare the earnings and other statistics of raib oads with 
the statistics of the .same companies before 189;}, let us say, for example, theie is 
an enormous difference. The railroads know how to run tlieir business very 
much better. They have learned a lesson. My father used to say that the man 
whf) did md learn by experience was a dull scholar; and the railroads have been 
compelled to learn how to increase train loads in a way that 10 years ago was 
thought impossible. So that undoubtedly the two elements enter into the present 
prosperity of the railroads. One is that the country is prosperous and freight is 
being shipped: the other is that they know more about business. 

(,j). ( Lly Mr. C. J. Harims. ) What do you say of the low bond rates as affecting 
the prosperity of the railroads?— A. The (luestion before was on the earnings from 
operation— the ipiestion ol what remains for the shareholders. Now. of course, 
that share is increa.'ied by the tact that the railroads can borrow money at low 
rates of interest, because what is saved in interest is added to the surplus over 
fixed charges, which goes to the shareholders, 

Q. What would you say was the rate of interest on the bonded debts of railroads 
nov^ as compared with IHWO?- A. It is not possible for me to make a fair compari- 
son. but it IS certainly not more than two-thirds. It is practically a 7-per-cent 
basis as compared with a 4, let us say. Yon can ascertain that for yourselves. 
The old bonds, for example, of the Chicago, Milwaukee and St. Paul Railroad 
bear 7 per cent. The bonds of the New Vork Central system bear something 
over 7 jier cent. They can be relunded now at per cent. 

Q. (By Mr. Riplkv.) A'ou stated yesterday, did you not, that some degree of 
earnings should be the basis of capitalization.''— A. Yes. 1 would like to put that 
thus: That it is taken to he the basis of capitalization. 

(qj. And .seems to be a fairly good working basis? -A. Yes. 

(J. In your judgment, then, does a decrease ot operating expenses, witli the 
same gross volume of business, justify a corresponding increase in capitalization?— 
A. I have a very strong opinion on that gimeral subject which may be at variance, 
however, with that of the community. I think ii is a, great deal better for a road 
to pay high dividends than it is for it to water its stock. 

Q, Will you state your reason?— A. I do not mean “water its stock,” but 
increase its capitalization, because in Wall street it is considered legitimate to 
make the two correspond. The sentiment of the community is against high divi- 
dends Therefore, in order to cover that, the peo]»le who manage these affairs 
have thought that they are compelled to increase the capitalization so as to make 
the rate of dividends about the same as before. But as a matter ot public interest, 
however, I think it would lie better to increase the dividends, because then they 
could fall back. If you increase the capitalization and pay I per c nt and then 
fall back, then there is trouble. 

Q. A road has a certain volume of business; it preserves that same volume of 
business, we will say, at the same rate, but is able by economy of operation to 
reduce very largely its expenses, conse<iuently the net returns become larger. 
Would it seem to you that that increase of net return would justify a correspond- 
ing increase of capitalization, or is a portion of that increa.se of net return the just 
portion of the public, which they should receive through a reduction of the rates?— 
A. It is not a {question of abstract reasoning; it is a (luestion of fact. The first 
result of an increase of that description is that the net earnings of the company 
are larger, and if they can increase their dividends for the time being it is better 
to do so. because the inevitable tendency of things is to share that increase with 
the public. 

Q. What is going to insure that sharing of economics with the public unless 
there be some governmental jurisdiction?— A. That again is a very large question. 
My private opinion is that the public will share in the benefit of that in the long 

run. 

Q. Would the possible combination of a great number of competing lines possi- 
bly change that situation?— A. Maybe. Let us suppose there is a combination of 
different railroads, so that the expenses of these roads are reduced. Not merely 
a community of interest; but let us suppose— a preposterous thing— the New York 
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Central, the Pennsylvania, the Erie, and the Delaware, Lackawanna and Western 
all combine in a big combination. Let ns suppose the ag^egate earnings of these 
companies are increased one-third on the total volume of business. Let us sup- 
pose this great steel combination goes through, and they turnaround and produce 
•goods very cheaply and s(ind them abroad. What is the result? The result is 
that they begin to send the goods abroad in great quantities and ask the railroads 
to ship them and they take them. The local industry will say, You are giving the 
exporters great advantages. Why can't you give them to us? First they will say 
no, and then will say yes. The result is the gradual falling in the rates toward 
the level fixed by the cheapest of all. If that was not the result all history would 
be against us. I give you that as a case. 

Q. In other words, do you mean that the growth of great industrial combina- 
tions, (‘oexistent with the growth of great railroad combinations, is going to stand 
as a safeguard against each other? -A. In the long run: not immediately. The 
managers of these enterprises are business men. They are after profits, just the 
same as anybody else is. I am only si)eaking of the inevitable tendency of these 
things m the long run. 

t^. (By Mr. Kknnkdy.) What effect will industrial combinations having the 
power to prevent overproduction and the railroads aiding in the exportation of 
our surplus product have, if intelligently and properly used, in averting hard 
times?— A. A v(Ty great influence. It probably has not escaped the attention of 
the commission that one reason why we have hard times in the United States is 
becausii the energy of the American people carries them at times beyond the line 
of prudence. In other words, if wo weio a phlegmatic and stagnant sort of peo- 
ple, we would not have such panics. Now, any power or any force which can 
hold back the American people and keep their energy within bounds will have a 
very strong tendency to prevent ])anics - at least to the extent that we have seen 
them heretofore. My own idi'a is we will not again see a ]»aTiic of the intensity of 
the panic of hs‘.);5 for that \eiy great reason, because of the evolution and because 
of our greater knowledge of what produces these panics. So long as the Ameri- 
can ])eoplo arc so progressive there will always bo good and bad times. We all 
have the faults of our virtues, you know. 

(^. Have you anything to say about the penalty that is now imposed upon the 
railroads for giving rebates— the railroad ofHcials--and would you suggest any 
change in the interstate-commerce law in that re.spect?— A. No; I do not know 
that I have' any suggestions to make just at the moment. The railroad people 
who are to appear before you can give you a better idea from their experience, 
perha|)8, and better suggestions than I can. 

You could not say whether you think good re.sults would come from changing 
the penalty from tlie officials of the railroad to the corporation itself?— A. The rail- 
road men with whom I have talked think it would be a good thing to do that. 
Generally speaking, I am in favor of a penalty upon the corporation; but I think 
that these combinations, with the help of the Interstate Commerce Commission 
possibly, in some way will nsduce that evil to such an extent that the rebate ques- 
tion will not be a burning one. 

Q. (By Mr. Riulev.) Is it true that the principal reorganizations of railroads 
seem to come in periods— together?— A, Oh, yes. They are dependent on the 
fluctuations in business the s.'ime as any other business concerns. 

Can you state any general relationship between such a period of reorganiza- 
tion— freii cent reorganization— and the depression and the prosperity of business 
which falls in with this largely?— A. I should say that they were intimately con- 
nected, and that the same reasons that would bankrupt a number of concerns in a 
manufacturing business would make hard times for the railroads that carry their 
product. 

Q. As a rule, do the railroads with a heavy capitalization seem to be more sub- 
ject to reorganization than those which operate on a narrower basis?— A. It all 
depends on the volume and stability of business. The Now York Central is capi- 
talized almost as heavily as the average English railroads, but that does not pre- 
vent it from being very secure. But a smaller road with one-third the capitaliza- 
tion might be dangerous. It all depends on the situation of the company and the 
kind and volume of the business it carries. 

Q. Have the principal reorganizations of the past 5 years, such, for example, 
as the Southern Railroad, the Richmond Terminal, the Wisconsin Central, the 
Baltimore and Ohio, etc. —have they, as a rule, resulted in cutting down the volume 
of the common stock or preferred stock or bonds?— A. They have, as a rule, I should 
say, resulted in cutting down the bonded indebtedness beyond a doubt; but in 
quite a number of cases they have resulted in an increase in the stock in the sense 
of preferred shares being put ahead of common stock as a sort of semiobligation 
of the company. 
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Q. in other worde, the total volume o^^tplne to* has not been cut dewu, 

that seem desirable or is it merely a 
neo^Hiiry result of the circiunstunces ? — A. It is nuecesstiry vesult or thecivcuiih 
stances, not an evil, for the reason that the bondholders are creditors of the com- 
pany and the stockholders are partners. So that, from the point of view from 
which you aro speaking, I should say the duplication of stock is not so serious a 
question as would be the duplication of bonds. 

Q. 1 understand you to say, then, that the possibility of issuing new bonds at a 
lower rate of interest is the principal advantage that Mlows from such reorgani- 
zation?— A. And the exchange of your bonds into jireferred stock, which, while it 
has no legal claim upon the earnings, has a moral or ethical claim on the jiros- 
perity of that company, if such pro8p(u-ity should come from the prosperity of the 
country at largo. 

Q. Is it not true that a good many of the reorganizations, or rather of the 
financial difficulties which have made reorganization neceswsary , liave been the result 
of rather excessive issues of securities^- A. Undoubtedly. 

Q. Is it not, then, anomalous that the remedy applied for the evil of excessive 
capitalization should be a still further increase of such issues?— A. No; because 
the safety is in the change in the kind of obligation. 

Q. It is not an evil, then, in your judgment, to any degree?— A. I did not say to 
any degree. 

Q. The volume is not as important as the character of th(> securities?— A. No. 

It is important that the stock should be fairly representatiie of the earning capac- 
ity of the company, but that is not as impoitaiit as that the bonds or loans of the 
company should be within a reasonable limit, because that means bankruptcy. 

Q. By whom is reorganization of these properties usually undertakon; by self- 
constituted or by official committees? Will you explain?- A. The ustialwayis 
for the large bondholders who are affected to get together and decide who they 
will get in. It looks on the laceof itas if it were a sclf-constit nted committee, but 
if you will examine into it you will lind it is largely tlie result of efforts of people 
who either own the securities in (iue.stion or who contiol them, as \ou savin Wall 
street. Perhaps it is somebody who is known as a competent man, and has the 
confidence of someone else, and can get the securities from that somebody else. 
They very often act in connection with a Iriendly receiver. I mean friendly in 
the sense of not an enemy to the interests of all concerned. They get together and 
state the situation. They find out what the road can do: where, by casting off 
certain branch lini s or taking on others, they ( an in the long run increase the 
earning capacity in case of a return to good times, and whert^ thei^ can get the 
money. That is a very important (piestion. All these things are taken together. 

It is a very onerous task, indeed. They have to decide on what bonds should be 
scaled down and what bonds should be exchanged for preferred stock in eiiuitable 
proportion. 

Q. Is reorganization always undertaken in that spirit, or is it possible for a bare 
majority of the favored securityholders to so administer affairs through a reor- 
ganization committee that the minority stockholders can be inTur('d therel)y?'-A. 
Practically, no. The stockholders are very rarely in question. It is tho creditors, 
and there is always a large proportion of the minority who are willing to carry the 
case to the courts. A reorganization is not a foreclosure in the sense that a fore- 
closure on my house is such. It depends on the practical good will of a vast num- 
ber of persons concerned. It is a practical matter; there is very little opportunity 
to do gross injustice. 

Q, You suggested in your testimony yesterday, didn’t you, a disposition on the 
part of the courts to extend the protection thrown around the minorit>' stockhold- 
ers?— A. I think there is such a tendency. 

Q. Would you suggest any change in the law of corporations which would seek 
to do that, not by recourse to the ccjurts but more directly by statute?— A. I should 
say not. The prominent corporation lawyers are somewhat alarmed about this 
tendency that I speak of. ' Perhaps the most recent case is that of the Monon Rail- 
road, where the reorganization of that property was almost upset by the courts 
on the ground that a combination of bondholders and shareholders before the fore- 
closure was a wrong to the general creditors of the company. Now, the theory 
upon which Ameiican transportation interests are conducted is that, imon the 
whole, justice in the long run is secured by having the majority rule. There is 
no other way to conduct affairs. These corporation lawyers are all disturbed at 
this tendency. Therefore I should say the tendency itself is enough without 
helpi^it— without any further legislation. 

Q. Will you speak concerning the effect of many of these reorganizations upon 
thecommnnity?— A. Thatisaveryimportantquestion. The railroad enters into onr 



T. L. GREENE: — CAPITALIZATION OF TRUSTS. 


489 


ljusiness life to such an enormous extent that anything that would diminish the 
capacity of the railroad to do business well and cheaply would be a loss to the com- 
munity as a whole. Therefore the courts have always, in my judgment, wisely 
determined that the fir-t thing to do was to preserve the public service of the 
railroads, which would be lost if a system is made up of half a dozen roads with 
all kinds of dillerent obligations. If each little road should carry its own little 
train of cars, it is unquestionahle that the service of the roads as a whole would 
be seriously impaired. Courts endeavor to keep all these togetlier practically 
until ihe different interests have a chance to figure out a comiiromise. 

Q. Is it not true that m many of the most important reorganizations large num- 
bers of systems have been cut off.'' I nder. for instance, to the San Francisco 
branch of the Atchison, Topeioi and Sante Fe Railroad and its relation to tlie 
main line of that road. Or a better example would be tlie Baltimore and Ohio 
and the Baltimore and Ohio Southwestern. Was not that cut oil.'' — A. No; it 
was taken right into the system entirely. It was a sepiirate railroad: now it is to 
be taken into the system. The only effect of the Baltimore and Ohio deal is to 
make a system out of what was a community of interests. 

Q. You do not recall, then, any example of a reorganization which has been 
effected only by cutting off important parts of the system'— A. They do not cut 
off important parts Some branches are feeders and some are suckers, and the 
object of a reorganization is to retain all the feeders and cut olf the suckers. 

Q. But the reorganization committee determines which is a ieeder and which is 
a sucker?— A. That is true. 

Q. And might not ownership bymemheis of that committee in the several 
feeders and suckers, a.s individual interests, operate sometimes to cause injustice?— 
A, Undoubtedly tho ownershii) is a factor. If a very iiowerful liouse should own 
the bonds of a branch road or control them, the reorganization committee would 
think twice before they cut that road off. 

(^an you suggest any remedy for that difliculty?— A. I do not think so; any 
more than it would be the business of the State of NewYoik to save a (;orner 
grocery from bankruptcy if the other man got b tter canned peas than he did. 

(^. 1 lave th(' courts thrown any protection around tho minority holders of secu- 
rities in such branch lines"''— A. Oh, certainly. The minority holdeis, if they wish 
to come before the courts, have a perfectly fair way. In faci , the ( onduct of the 
courts throughout all these trying times of receiverships, and tiiroiigh this new 
idea ot friendly receiverships has 1 een in that direction. In speaking of friendly 
receiverships, I refer to cases where the managers of the road take pams to see 
that someone is put in as receiver who is not inimical to their interests. Anyone 
can see that that practice, which has grown u)) lately, may he subject to great 
abuse. Itistotbe honorof Ihecoiirta of tins counlry that tiioie is littlo complaint 
of practical injustice or anything of that sort arising from those circumstances. 
I think the best men acknowledge it ami appreciate lb s fact. 

Q. Suppose that the volume of securities, througli tho incident of reorganiza- 
tion, to be largely increased, tbo quotations from tliose securities in tho market 
will show lower, will they not, by reason of the increase m volume?— A. Yes; but 
not proportionately. I think it is the greatest argunnmt in favor of what in com- 
mon talk we mean by stock watering that there is. 

Q. (By Mr. Riplky.) Will you state a little more in detail respecting that 
jioint''— A. Suppose a company is paying 10 per cent on its stock. Th.it stock at 
par of $100 is woith 150 in tln^ market. Now, they double the shares paying 5 
per cent: these stocks may sell for $00 apiece, or, let us say, ISO instead of 150. 
Tliere is, therefore, effected by doubling of that stock an absolute increase in the 
selling value of, let us say, 20 or 25 iioints. Now, here is a pretty curious state of 
things, which is that the public have got their mind on the rate of interest. 

Q. You would not, then, attribute tlie condit on so much to any financial arith- 
metic as you would to human nature"?— A, That is all. It is psychological, and 
being psychological, there would seem to he no way of curing it. I might call 
your attention to tliat very same thing that is going on in con.servative England. 

Q. You refer to the railroads?— A. The railroads, 1 moan. 

cj. And does not this decrease in the value of securities, oven though it he not 
commensurate with the increase in volume— docs that not invite control for spec- 
ulative purposes?— A, To a certain extent; yes. I consider that overcapitaliza- 
tion has a great many incident evils, and if there is any possible way in which 
by tlie sentiment of the community it could be checked I think it wise and well 
to have that sentiment, but I do not know how it can be done by legislation. 

Q. (By Mr. Kknnkdy.) You said a while ago that you were opposed to Gov- 
ernment ownership of railroads. Would you care to state your reasons for your 
opposition to that position?— A. No, 1 do not think it is advisable under any con- 
sideration. I think the management would be too political and would tend to 
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stop this fall of rates which is going on all around us, and which probably will 
continue. 

Q. (By Mr. Jknks.) Your connection with the auditing business has made you 
familiar, I suppose, with the methods of carrying on the business of large indus- 
trial corporations, as with the railroads?— A. Somewhat so. 

Q. 1 want to ask .some ((uestions particularly with reference to their capitaliza- 
tion in connection with what has been said. I suppose that the chief reason, per- 
haps, why corporations are considered more an advantageous form of business 
than partnerships is because the liability of the owners is limited strictly?— A. 
That is the essence of it. 

Q. Would you say it should be a fundamental principle of a corporation organ- 
ization in business that instead of the unlimited liability of the partners there 
should bo invariably the liability by some fund in a corporation that has a fixed 
and ascertainable value always?— A. I think perhaps I could get at your meaning 
bettor if you would state it in the form of an illustration. Of course all property 
is subject to the debts, and the plant and what we call tangible assets are always 
subject to the debts of the corporation. 

y. Now, do you think that the capitalization should be such that the value of 
tliis property could be fixed and ascertained practically regularly at all times?— A. 
I think as a matter of policy that it would be well if corporation accounts were 
divided into actual values and good will. I have in a number of cases advocated 
it. I think it has a good effect in Wall street, because incidentally of course 1 am 
a believer in good will as a fair asset of a company if it is accurately valued. 

Q. Do you think that the good will .should apjiear in tho capital at all unless 
that good will has been jmid for?— A. It must be paid for if the company— if you 
will allow me to repeat an illustration I made yesterday in regard to a mill. I 
said yesterday that business men think that they ought to get at least 12 per 
cent upon their capital; that if they only get 5 or 0 per cent on their capital they 
might better get out of business and loan money on lionds and mortgages. They 
consider 12 per cent as tho minimum return, and a great many of them get 25, 
In a hazardous business 25 per cent is not too much. Now, if a mill is worth 
$100,000 and tho owner only gets $12,000 a year out of it. if he should sell that mill 
to any one of the combinations, how would that property bo represented in the 
catfitalizatior; of the new company? The usual way, and it seems to me the only 
way, is to issue bonds or prefeired stock, as the case may be, to the amount of 
$100,000, on which, let us say, 0 per cent is to be paid, making $(1,000, and then on 
this common .stock have $ 1 00,000 to rejirosent the other value of that plant. Then 
in that case if you were presenting it you would say: Plant, $100,000; good will, 
$100,000, and on the opposite side, bonds or iireferred stock, $100,000, common 
stock, repiesenting the good will, $100,000. Then there would be a perfectly clear 
proposition. 

Q. You would say, then, that it is in the interest of the public regularly that this 
distinction be made clear between the actual and the tangible assets?— A. That is 
my personal opinion. I am not in accord with some people in Wall street on that 
question. 

Suppose that a company, bv virtue of <-areful management of its business, 
contrived to make very high jirofits— we will say 25, JIO, or 40 per cent— for a series 
of years. In the making of the .statements in any way there, do you think you 
could distinguish between the good will, or profits made on good will or anything 
of that kind, and those b.ased on tangible assets?— A. The distinction could be 
made if the people were willing to do it. 

Q. May I a.sk you to indicate how far that should be done in the accounting?-— 
A. The easiest way is to have the property appraised. Then you would have 
property, so much: accounts receivable, so much; cash, so much; material on 
hand, so much, and the total of what we call in Wall street tangible property, 
and that could be very well rejiresented by one-half in bonds, because the bonds 
ought to represent the plant only; one-half in preferred stock, which would rep- 
resent the current assets, and then the good will for the difference. But that, 
however. I ought to say frankly, is an academic question. I mean by that expres- 
sion that Wall street is not yet ready to take it up, 

Q. Suppose it becomes a prat tical question for the investor frequently?— A. It 
does, indeed, and it is with an eye to the investor that I am makina: this sugges- 
tion; and, as I said yesterday, if the public bodies would keep an eye on the 
investor a little more, and on the shipper a little less, they would, in the long run, 
reach the consumer, which is the same, for the reason that a wicked and unscru- 
pulous man could squeeze a property to get extraordinary profits for the time 
being only, which he knows can not continue, that he may sell his interests in 
that property to some Wall street investor at higher than actual value. That is 
what you mean, is it not? 
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Q. In making np the annual report, then, you do not think that any very high 
earnings of that kind ought in any way to he represented by an increase in the 
capital on the l)Oo\’8, by increase in the value of property as such the tangible 
assets, at all?— A, That is my general opinion, but a matter of fact, ot course 
the fact that people always think they are lieing swindled if a corporation pays 
more than 0 per cent, and the further fact that an incrt ase in capitalization does 
not increase the selling value, fire too powerful usually for theory. 

y. Another question: In the capitalization of a plant, would you tavor includ- 
ing tlie cost of promotion in any way?— A The cost of prom< 'tion uiuler the theory 
I am speaking of usually comes up after they all get through. Ordnianly these 
things are done too much in a hurry to figure out all these (luestions first, and we 
usually put th<m in one account -cost of property. Mark the words, ‘-cost of 
iiroperty.” That is the differenco jiractically between the known assets on the 
oneeide and the total liabilities on the other. It is called “ the dump account. 
Now. after that is on the biKiks, then the proi»crty may be ap])raised, and tliat 
“ cost of property ’ may be divided between the actual property and the good will. 
That disposes of that ([uestion, because the cost of promotion would go to good 

y.’ Do you think in the interest of investors it would be wise regularly at the 
time of the organization of the company to distinguish between good will, as you 
have practically defined it. and tho cost of promotion' A. I think that is the 
proper thing to do. 

y. But that is not the custom-' — A. It is not always the custom, but some com- 
panies do it. A good illustration is tho American ('otton Oil Company. Their 
property is dividinl there clearly between appraised value and g(^od will • clearly, 
y. And is the item of cost of jiromotion put m also separately?— A. It must he 
if the appraisal is made properly, 
y. Included in the other, but is it appraised He])arately?-A. No. 
y. You yourself are inclined to think it would bo wis(< to have that stated sepa- 
rately '—A. I did not mention that. 1 meant it tho capitalization is ])roperly and 
fairly accounted for on the one side tlien the ditforence between the value of the 
plants and the tangible assets can go into good will altogether, whatever it may 
be, the cost of promotion, the expense of organization , or anything else it may be. 

y. This good will that comes before tho tanj^ible assets is voiy fre(ineiitly esti- 
mated ill accoi dance with the profits that have been made from the business for a 
series of years before it was really taken over and put in is it not? — A. Yes; and 
also upon the probability of busino.ss in the luture. 

y. Now, this item ol the cost of promotion, the pay ol the promoter Ininself, 
and the pay of the underwriter, and so on, is something entirely different from 
that. He only seems to recognize earning caiiacity, and you are really capitaliz- 
ing earning capacity?-- A. That is what it amounts to. 

y. When it comos tothe rockoning in ot the cost of promotion, however, that 
does not seem to be capitalizing earning capac ity, do(‘s it?— A. (Generally; and as 
a practical matter tho cost ot promotion, the eaining capacity- that is, the limit 
of the capitalization— is first fi'ed, and then the cost ot promotion is taken out of 
that. As a matter of fact this theory does not always work that way, but that is 
what they try to do. 

y. In tho case of the larger industrial combinations could you give the commis- 
sion any idea as to the percentage of the capit.ilization as reckoned out? I do not 
suppose there is any regular rule to offer for this cost of promotion?— A. There is 
no percentage charge about it. The promoter goes around and gets the ])roperty 
for whatever price he can fix upon, and then it is capitalized at whatevei’ the W all 
street people are willing to t.ike it for. and the dilferenee, less tho expense, is his 
profit. That is all that could bo said about it. so far as promotion is concerned. 

y. in reference to the price of underwriters in that same connection:— A. The 
underwriting is usually considered as a part of the organization expense, and it 
eventually goes into good will; but tho.se companies that are conservative make a 
separate statement of this organization expense and write them off by degrees. 

Q. In the promotion of these newer and larger corporations, iiarticularly those 
that are combinations of others, when the public is invited to invest in the shares, 
would you favor the issue of prospectuses in every case, giving in reasonable detail 
the conditions of the business?— A. Theoretically, yes. E\ery body should have 
the information, and, according to the English laws, they have that over there, 
and perhaps if we had had that law hero twenty years ago it would have been a 
great help to us aud it might have saved us a good deal of trouble; but as it is now 
wo have worked out our own salvation to an extent, so that the reputable banking 
house which brings out a combination has so much business interest in it that it is 
almost a better safeguard than a general law could give, because the banking com- 
panies must descend to particulars, and the difficulty of the case is that no general 
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law c an be drawn which will specify what information is necessary in each one of 
these companies. Sometimes it is one thing and sometimes it is another, so that 
while it is a good thing, it is not essential. As I say, we have worked out the 
matter in Wall street, so it is not as necessary now as it was twenty years ago. 

<^. You still think it would be desirable, however?— A. Yes; there could be no 
objection to it. 

C^. Would you put it stronger than that? I ask if you still think it is a desirable 
thing rather tlian an unob.iectionable thing?— A. Yes; I think it would be desirable. 
It would (U’ystali/e a custom. 

Q. You speak ot the iniluence of the banking houses. They of course protect 
themselves by their own investigations. Do they protect in the same manner 
people like the small investor?— A. Only in the sense in the way they protect their 
own roputiitioiiB. While they ilisclaim responsibility for the future, which they 
naturally do, they havti a certain reputation interest in the near future, and a 
great many of them actually live up to it by trying to fulfill the promises that 
they make to the investors at the time of the incorporation. 

Q. Do you think that a greater degree of publicity of the kind you just have 
suggested, if it were enforced in this country or in this State, would hamper legiti- 
mate business at all?— A. 1 do not. It would not hamper— a reasonable degree of 
publicity. 

Q. Perhaps you would bo willing to define more clearly what you mean by rea- 
sonable deiireo of pulilicity?- A. The dilliculty is that when a company is incor- 
porated the shareholder lias immediately a right to information in regard to his 
own company. At the .same' time ho is unfamiliar with the details of that com- 
pany: he does not know what is lor the best interests ol that company: that must 
be left to direct ors and ollicers. Now, if all shaieholders who buy to-day and sell 
to-morrow should have knowledge of all inside information, there is no question 
at all that it would bo serious in a great many cases to competitors of those com- 
panies. because tlu' simple change of the form of a business from a partnership to 
a corporation does not alter the fact that that concern is in business o.xactly the 
same as before, and the same reasons for not giving up its business secrets which 
existed in the slia ])0 of a partnership a[)])ly to the corporation. The circumstances 
of the business are not changed by the stylo of doing it. On the other hand, there 
is that clear riglit of tbo sbarehohh'rs. Now. what compromise can be made 
between those two? That is tlu* mam (|uestion. I have myself once or twice advo- 
cated that such a concern should he examined, say .-by the Audit Company of New 
York, and that the results of that e ■ amination should bo stated without details, 
as perhnps satisfactory to all concerned. Not long ago a company in New York 
was said to have been guilty of a br('a(‘h of good business principles in making a 
certain contract, and tlie shareholders demanded that the whole matter should he 
laid hare before them Tho coiiij'anv said that to do that would be very serious in 
th(ur business, as they had very active and strong competitors, and it was com- 
promised filially by an app<tinlmeiit of a small committee of shareholders who were 
instructed to investigate the matter and give their findings, but no details. Now, 
that is the same principh' exactly. That is a practical case that happened here in 
New York not long ago. 

(^. The finding should include a surticiont statement so that the real actual con- 
dition of the business should be understood, should it not?— A. Yes; 1 do not think 
there will be any objection to that. 

Q. Could yon perliaps slate offhand tho general items you think should he 
included in such balance sheets? Such a rejiort, I mean, as could be made with 
safety.— A. (’ost of iiroperiy. including or not including good will, as the custom 
ol the company miglit be; tangible a8s('ts, either in one lump sum or subdivided; 
the capitalization, subdivided; all the debts of the company, in one sum or sub- 
divided; surplus of the coni’pany trom tho previous years; profits of the company 
for this year, on one side, and on tho other- that is, debit and credit, you under- 
stand. I ought to say we have in severa 1 casi'S done that same thing. The Pressed 
Steel Car Company— 1 make mention of this because it is a matter no longer 
secret— is issuing a rejiort with our certificate, based in just that way, and it may 
interest you to know also, since you are interested (it has nothing to do with this 
particular testimony, but it is right in the line of the commission, I think), they 
nave just issued mortgage notes to the extent of §5.000, tiOO, payable in 10 years, 
and they guarantee that they will always have on hand certain things, and so 
on, which are intended to be a safeguard to the investor, and they have appointed 
the Audit Company of New Vork to ascertain whether these stipulations are being 
cafried out, agreeing that its decision shall be binding. It is a new idea in 
industrial finance. 
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Q. You spoke of giving the tangible assets, subdivided. Can you, perhaps, men- 
tion the different items that you think could be distinguished? For example, 
would you, in giving the tangible assets, usually give the amount of stock on hand, 
the amount of material on hand, for example?— A. I purposely said either in lump 
sum or subdivided, according to the position of the company. Tht^re are times in 
the history of different industrial companies when to state the amount of raw 
material on hand would be a very serious drawback. I have in mind one or two 
companies now that would be seriously embarrassed. (3n the other hand, there 
may be fairly steady industrial companh's, which have no objection to doing that; 
therefore I say it ought to be left to the company- to the good sense ot the com- 
pany. You can not even theorize about these things in exact particulars. 

To the good sense of the auditors?— A. Auditors, or good sense of the com- 
panies. 

Q. Will you discuss in the same way. briefly, the subdivision of debts?— A. 
There is the same thing again. A company at one time may borrow very large 
amounts of money from the bank, and have very .small amounts owing for material 
unpaid for. That might be a very important point for jieople to know. They 
might go around and whisper about their credit. At another portion of the year 
they might have had a very large amount of debts for goods purcha.sed and unpaid 
for. and owe a very small amount to the b;ink. 1 think they ought to bo allowed 
to state it or not state it, acc'ording to the circumstances ot their business. It does 
not really affect the investor. 

What would you say with reterence to the allowaiu'o for depreciation of the 
plant, and so on, apjiearing in acttounfs ri'gularly?— A. 1 think it ought to so 
appear. It is, in my judgment just as much a charge on tin* busini'ss as amountB 
paid tor labor. It is in effect a distribution of a sum of money which inevitably 
will have to bo paid sometime or otln'r— that is, for the renewal of plant, machin- 
ery. and so on. 

C^. Under the laws of Germany a provision of this kind is made That out of the 
profits there shall regularly be reserved .3 ])er (*ent ol the net profits in the imild- 
ingupol aieserve fund until thatri'aches 10 per cent of the fixed capital, and 
thereafter this reserve fund is to be regularly keiff. Do you think that any regu- 
lation of that kind provided by law would be good'" l.s there any advantage in 
it.’'— A. That is not the American way. The Germans build things theoretically. 
Tliere nre so mtmy diverse interests and so many corporations doing different 
things in the United States that a lulo could not he frame'! that would be applica- 
ble to all of them. The ditliculty ot the .situation is to determine what is the proper 
and fair amount to be charged off for depreciation. 

Q. This question had to do, not with the charging of depreciation, but with the 
accumulation of a reserve fund.— A. It is the same thing. Now. as to that reserve 
fund, of course that could bo set aside actually .set aside or could bo rein- 
vested in the plant. Sometimes one thing is advisable and sometimes another. It 
would be rather foolish to set aside that re.serve fund at ‘i i>er cent and then borrow 
money to do something with: but at the same time there aie eircnin.stances some- 
times— m steamship companies, for example, whiu’c a. new steamship is staring you 
in the face— where it is well to jiut aside tlie actu d money. 

Q. A further provision of this kind ha,s been sugge.sted: That if tho annual bal- 
ance sheet shows that half the company's capital will be lost, there shall be imme- 
diately called a siiecial meeting of the shareholders in order to submit the condition 
of the business to them as a whole and see what i ; to be done: and a still further 
provision suggested is that if at any time it appr3ars that tho liabilities exceed the 
assets, the managing board itself must at once institute bankruptcy proceedings'" — 
A. I do not think the American people would like that. 

Q. No (luestion about that; the American corporation directors would not like 
it. I was going to ask the question from the point of view of business policy, 
borne of the opinions seem to be along this lino: That whdo. of course, it is hard 
for the directors and hard for the company at timi's, still, in the interest of credi- 
tors. and, m the long run, in the interest of tin? general public, it seems to work 
well.— A. I do not think that: that is a hard question. This same publicity that 
you were just speaking of would, perhaps, so far as our diversified interests are 
concerned, meet the case but not tho exact provision as to what should and should 
not be done; and I certainly think precise regulations of that character would 
work in Germany pretty well, but not in tlie United States. 

Q. You are of opinion if there was an attempt made to make our laws as rigid 
as there, it might hamper this country in international production?— A. No (lues- 
tion about it. We have our drawbacks, as I said before. We have industrial as 
well as individual faults; but it would be very unwise for us to hamper to any 
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unreasonable extent the great captains of industry who have now before them the 
opportunity to make the United States one of the great nations of the world. 

You have iust made a suggestion as to the benefit that will come to this 
country or that has come to this country from having these large industrial com- 
binations sell their products cheaper abroad than here. Do you think that in the 
interest of the public here they are justified in so doing in many cases?— A. I 
think it is the same in that as it is in the questions discussed yesterday in regard 
to the result of the combination of thoantliracite region. The first result of that, 
for example, would be the possibility, of course, the absolute physical possibility, 
of raising the price of coal; but 1 think the ultimate result would he the lowering 
of it. It is no doubt the same way with exports. The first result is to create a 
great contrast between the e.x])ort price ami the domestic price, but in the long 
run it would have the result of reducing the price at which goods could be manu- 
factured and sold to the domestic consumer. 

O. From the stand])omt of interest to the public as well as the corporation itself 
and the wage earners, is it desirable lo got a market abroad even at lower 
prices?— A. 1 do not think the public at large reali/.os the importance of it. 

Q. This frefiuont custom yon speak of is, so far as your knowledge goes, practi- 
cally universal in other countries as well as in this country in order to secure 
foreign markets? -A. Yes. 

(J. It is simply a normal business condition?— A. Simply a normal business con- 
dition. It is more notably so m the United States over a very, very large extent of 
the country. Wlnni the New England manufacturer, for example, finds that he 
is getting overstocke<l and that the domestic market is not taking his product and 
he wishes to keep his skilled labor, he will go on manufacturing and sell thatover- 
plus in Kansas City in comiKMition with a Kansas City firm at prices which may 
yield the Kansas ( hty firm a profit, but which yield no profit to the New England 
manufacturer, and he would do that persistently. And that sort of thing is 
going on all over the United States. That is the reason the railroads are carrying 
so much business, and the moment the railroads should raise the freight rates 
they would dry up tlnur trallic. Bo we go back to the same idea of enlightened 
selfishness. 

Q, I should like to sum up your own general opinion in a word or two as I 
understand that general o])inion in reference to this matter ot promotion and pub- 
licity as regards tlie annual business of corporations, to see if I understand you 
correctly. Von do think that in Die intere. t of the invostois and in the interest of 
the public it would be desirable when a company is organized to have in the ])ro8- 
pectus or ma^o public in some way tlio tangilile assets distinguished carefully 
from the good will; you personally think that it would be desirable m the state- 
ment of the value of the good will to distinguish also the pay of the promoters?— 
A. No. 

Q. You do not think so?— A. I do not think so. 

Q. You think you ought not to divide the item of good will. ■’—A. No; I do not. 

Q. Distinguish Die promoter and underwriter from the earnings that come from 
the business.- A. f might state, for examph'. if properties are bought for 50 and 
sold at 100 (you and [ buy at that figure and the property is really worth $100) it 
makes little difference to iia whether the promoter has bought for 50 or 75. The 
main thing with us is, not how they wore got together, but what they were bought 
out for. 

t^. The otiier question is perhaps as to whether the value after all does not 
depend to a considerable extent upon what people can be made to believe it is 
worth?— A. Undoubtedly. 

Q. Now, the question is if people are not frequently led to believe properties are 
worth a good deal move than they are worth and whether they would not know 
better if they knew what the prolits of the promoter and underwriter were.— A. 
That might be true in certain cases, but there are a great many cases where BU(;h 
knowledge would have no relation to the facts. Let us suppose a city has two 
trolley lines, one at each end. The stock of these companies is worth par. Some- 
body comes along and buys both of these at $100. They are worth par. He puts 
them together and puts in connecting lines between them, and the stock of those 
companies is then worth $150. There is a case where the benefit of that stock 
comes naturally from combination. Now, it is of no consequence to the person 
who buys it whether he pays $100 or $135 if the concern, after running and with all 
these improvements, is legitimately worth $150. And one of the most surprising 
things is the way a good trolley line will create traffic. 

Q. Would you yourself consider the comparison a fair one between a trolley line 
of railroad or any other industry that has the element of natural monopoly in it 
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because a competitor can not go into the same locality with a corporation that is 
selling some article on the market of ordinary consumption— sugar, let us say?— 
A. No; certainly not, in a great many ways. I speak of that simply to show you 
what might be the case. To illustrate what I mean, there are conditions of 
industrial combinations where that principle will still hold good. The Pressed 
Steel Car (Company is a combination of one company that had patents on the 
bodies and another company that had patents on the truck. 

(^. In that case the element of good will is largely m patents?— A. Certainly. 

Q. And that brings in the legal monopoly element again?— A. Ves. That, of 
course, we do not discuas; we all agree it should bo so; but, of (;oiirse, that does 
not prevent anybody else making cars out ot another kind of steel. He has no 
mono])oly at all. It is a fair and square bnsmess. a legitimate advantage. 

C^. How far do you think, in all of these lines ol business that we have been 
speaking of, particularly the industries, the interests of the investor in the stoclc 
or of the shareholders and the interests of the consuming public coincide?— A. I 
think t hey ai e more intimately related than appears at first sight. That is wliere 
I differ with a great many persons who have written or spoken on that subject. 
Tliey seem to think there is an irroconcilaMe conllict between the two. as I said a 
moment ago. 1 really think, from my exiierience. that what keeps the investor 
posted as to the real value of his iiroperty will in the long run keep the comiiany 
also from imposing on the consumer. In other words, as vou said, some degree o*f 
publicity is a remedy lor this without legislation. 

Would you say that the interests of the directors, the largo majority stock- 
holders, differ enough from those of the minority htockhoidors-lm(‘an as a matter 
of actual experience in the industrial combinations as we tind them to day in New 
York -so that tlie directors need to bo put under more careful restriction of law 
than at present.'^ A. No; I should say not. There ought to be no difference 
between the interests of the majority and of the minority, and the theory of our 
directors is that they do represent, {.)f course, that theory is not always carried 
out. but that is the actual tact. I might also say. bearing on tins ])oint, if vou will 
bear some little digression. I think the American principle of having coni]), mies 
run l)y the directors is a great advantage to us -more .so than having the comjiany 
run by the stockholders, as it is run bv the Hritish. I am oiijiosed to the principle, 
wliieh seems to be creeiiing into a groat many of our organizations, of having the 
stockholders called together to declare dividends or something of that kind. 1 do 
not holieve they can know the business as the directors do. 

<j). Do vou favor our American plan of ha\ mg tiio business largely in the hands 
of officers, the president and two or throe officers, instead ol tlie board of directors 
as a whole, and having the board of directors reallv stand in the background as I 
suppose they very frequently do?-A. 'that ari.ses from the social stringency’ the 
social condition. In other words, in England therti is a large and important class 
of people who have made their money and who would like to ho busy with impor- 
tant affairs. In the United States we an* all busy It is an easy matter to get a 
good business man in England to go cn as a diiecior of companies merely for the 
sake of iiaving somi'thing to do. people who have independent fortunes. There 
are verv few in the Uniti d States who have inde])endent tnrtunes who are not 
engaged busily in business. The theory works out beautifully in England and 
it will in time w ork out in the United States. 

Q. Have you m your mind the difference between the American and the Eng- 
lish and the German methods of doing business? Is it true that the American 
business man is willing to take individual responsibility; that is. that the presi- 
dent of a company is willing to go ahead and make a very important bargain and 
trust to his directors to approve of that bargain afterwards, whereas the IJn'dish 
and the German businessman hesitates to take individual responsiliility iiUhat 
way, but insists upon responsibility by the corporation? A. That is a V(‘ry impor- 
tant point. It is one reason for our tremendous success. I have heard several 
presidents of important corporations say they were obliged to violate the liy-laws 
of their corporations by agreeing to an important contract before their board of 
directors had authorized it. but knowing their policy and their feelings they were 
acting as they thought merely as tlieir mouthpieces until such time as they could 
affirm the transaction. ^ 

Q. You think the American does take that responsibility, and the German and 
Englishman do not?— A. Quite true. 

^Q. And that is one reason for industrial supremacy in the United State8?-A. 

(Testimony closed.) 
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Nkw York, February JS , 1901. 

TESTIMONY OF MR. JAMES E. CHILDS, 

(kmeml Manager New York, Ontario and Western Railroad. 

The special subcoininission met in the rooms of the Chamber of Commerce, New 
York City, February In, 1901, Mr. C. -1. Harris presiding. At 10.47 a. m. Mr. 
James E. Childs, general manager Now York. Ontario and Western Railway 
Company, appeared as a witness, and, after being duly sworn, testified as follows: 

Q. (By Mr. C. J. Harris.) Will you give us your full name, your address, and 
your occupation?— A. .lames E. Childs is my name, and my address No. 50 Beaver 
street. New York City: 1 am general manager of the New York, Ontario and 
Western Railway. 

Q. Is your line engaged in the mining and transportation of anthracite coal?— 
A. It is. 

Q. About what proportion of the anthracite coal business does your road do?— 
A. In 1900 it did :i.75 per cent of it. 

Q. What part of the coal fields do you specially touch?— A. Scranton to Forest 
City— the Wyoming field. 

Q. (By Mr. Riclev.) Does your line extend to Wilkesbarre?— A. It does not; 
it terminates at Scranton. 

Q. We would like to ask you in regard to the way in which rates on anthracite 
coal are made up— how they are based.— A. The railroad tariffs in effect are: Buf- 
falo, $2; (ffiicago. S:i..')0. St. Louis, $1; Tidewater, $1.75. But nearly all of the 
coal carrieil by the Ontario and Western road is carried on a porcontiige basis. 

Q. Have there been any changes in recent years in tariff rates on anthracite 
coal?— A. There has been but very little change, but there are occasional changes 
from year to year. 

Q. You have mentioned certain definite rates, and then a iiercentage basis. 
What do you nnan by percentage basis-’ Will you ovplam that phrase more 
fu]ly?_A. When the Ontario and We.sterii readied tliocoal fields in 1H90 we made 
contracts with individual operators, agreeing to carry their coal to tide water on 
the basis of 40 per cent of the tide- water price. At that time the contractsallowed 
a part ot the terminal charge to be paid by the individual operator. So that lor 
coal transported to tide water we received 40 per cent plus 5 cents, which latter 
amount covered the expense of the trestle charges in New York, That arrange- 
ment continued in effect for some ye.irs, and then the individual operators sold 
their coal on cars at their mines at i*0 ])er cent of the tide-water average price, 
eliminating that 5 cents terminal charge and other costs, like commissions, etc., 
of the transporting line. That arrangement has been in effect since and is in 
effect now. 

Q. ( By Mr. Ripley. ) Could you give figures simply as an illustration? Suppose 

the tide -water price is $4 A. (Interruiiting.) I wish I could suppose anything 

as fine as that stretch of imagination. 

Q. Will you give ju-^tone figure to show what you mean exactly?— A. Tlie tide- 
water price is, say, .$3, and the price to the operator at the mine $1.80 net, without 
discounts, rebate, or anything of that kind. They get their accounts settled on the 
20th and 25th of the month. 

Q. Is there not a (>5 per cent basis under discussion among the railroads? — A. 
There is. 

That, however, is only provisional at the present time?— A. I believe it is. I 
have understood that the operators have agreed to it, but no settlements as yet 
have been made on the 55 per ctmt basis. 

C^. Does that understanding apply to all railroads entering the field?— A. I 
think 80 . 

Q. (By Mr. Kennedy.) Mr. Childs, have you figlired out how much the charge 
is per ton per mile for transporting anthracite to the seaboard, tide water? — A. It 
is all shown in the annual reiiorts bf tho officers of the railroad company. I have 
a copy here that I can refer to. [Witness gets report and reads J “Twenty-first 
Annual Report of the President and Officers of the New York, Ontario and West- 
ern Railway Company, with statement of accounts for the fiscal year ending June 
ffO, 1900.” No, it does not give the information in .lust that form. 

Q. Is it about 21 mills per mile?— A. Oh, it is better than that. The average 
gross revenue per gross ton received by the Ontario and W estern for the year end- 
ing J une 80, 1899, was $1 , 128 on all coal transported. 

C^. Well, was it about 10 mills per mile? — A. Oh, no; we never got anything 
like that. The distance to tide water is 21 1 miles. 
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Q, (By Mr. Ripley.) That i8 not the shortest rente?— A. ThatistoWeehawken. 
Then in the summer months we load coal in vessels at Cornwall, which is 54 miles 
shorter. The figures given are on the Ontario and W estern distance to tide water. 

Q. (By Mr. Kennedy.) We have testimony to the effect that the charge aver- 
ages. I think, 10 mills per ton per mile for the anthracite coal.— A. Oh, we never 
got anything like that. Our charge runs from 6 to 7 mills. 

Q. (By Mr. Ripley.) Might not that be true of roads which make the shortest 
haul to tide water? -A. I think the shortest route to tide water is the Delaware, 
Lackawanna and Western: that is 145 miles. I don't know much about the details 
of the Delaware, Lackawanna and Western rate, but 1 don’t think any road ever 
received any such rate as } ou mention. 

Q. (By Mr. Kennedy.) Well, I would like to have you explain, while on this 
head, if there is any difference between the rates for hauling bituminous coal and 
those for hauling hard coal. A great difference seems to exist; please explain it.— 
A. I do not know much about bituminous coal, and but very little about bitumi- 
nous-coal rates. 

C^. (By Mr. C. J. Hakuis.) In answering these questions we would not only 
like to have you answer in regard to your own road, but wo want to get at the 
subject generally, what you know of the general practice.— A. I presume you 
want the facts. I do not know vtTy mucdi alMjut any road except the Ontario and 
Western; the rest of it is all surmise. I prefer to have you got that information 
from some source more reliable. 

0. Wo want to get at the general customs and practice and methods of doing 
business in this line of your railroad and others: 1 wished to say that, so that you 
could speak generally if you wish to do so. Do you purchase the coal that you 
transport to western points as you do that you take to tide water?— A. The indi- 
vidual operators, the companies on the line, make contracts with the sales agents 
for a iiorcentageof the price per ton in cars at the mine. Tliey ship the coal all 
over the Ontario and Western under a contract. I will make that a little more 
clear: When we began in the anthracite r<'gion, the Ontario and Western was 
purely a transportation company, owning no coal mines and operating no coal 
mines. We then made contracts with certain individual operators. 1 know of 
early instances where wo made loans for improvement and development of the 
properties, taking a contract for the transportation of the coal, so long as the coal 
should hold out in the mines, upon the then prevailing basis of CO per cent, which 
I have already explained. Now, you ask what changes have been made in recent 
years- in the last 2 years. The Jllkhill Coal and Iron Company absorbed six or 
seven of the smaller mines owned by individual operators. 

Q. (By Mr. Rii’I.ey.) In what territory?— A. In this upper Wyoming territory. 
There i.s Richmond No. 3; Richmond No. 4; West Ridge; Ontario; Rush Brook; 
the Raymond, sometimes called the Forest Mining Company; Mount Pleasant, 
and the Johnson Coal Company. 

Q. Those, in the main, ship over your line?— A. Those forming the properties 
of the Elkhill Coal and Mining Company. The Ontario and Western loaned 
money to the Elkhill company to enable it to purchase these collieries and to pro- 
mote the development and improvement 'of them, making with the company a 
contract which secures to the Ontario and Western the transportation of all the 
mining company's coal, so long a.s the coal shall hold out in the mines, upon the 
current rates. The Scranton Coal Company was also formed a year ago last Feb- 
ruary in the same way and purchased the coal properties of the Lackawanna Iron and 
tSteel Company s two large mines, the Pine Brook and the Capouse. The Ontario 
and Western Company made a similar contract with that company. That is in 
addition to the few individual contracts we have yet with individual operators, 
most of which were made in 18^9 and 1890, and a few smaller ones since that time, 
all upon the same basi.s. 

Q. What proportion of your tonnage, roughly speaking, would this absorption 
of these companies represent?— A. Over 80 per cent now. Less than 20 per cent 
of it'coines from individual operators. 

Q. (By Mr. C. J. Harris.) Does your company own and operate any mining 
companies as coal companies?— A. The company owns no mines and operates no 
coal properties except as stated. 

Q. (By Mr. Kennedy.) Are the same parties who are owners of the Elkhill 
Coal Company owners partly of the Ontario and Western Railroad?— A. No; the 
Ontario and Western Railway Company owns the majority of the stock of those 
companies. 

Q. (By Mr, Conger.) Does the Elkhill Coal Company and this other one you 
have mentioned ship any of its product over any other road than your own?— A. 
No; not unless it has what we call exchange coal. For instance, if we were long 

16a 32 
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of a grate and the Delaware and Hudson Company were short of that size, and we 
were short of egg and they long of that size, we would exchange car for car. 

Q. Then to all practical purposes your railroad company operates a coal com- 
pany, does it not?~-A. Well, I am not a lawyer. I do not know that I want to 
go into the legal points of the case. 

Q. I do not mean the legal standpoint. The railroad company owns the majority 
of the stock.— A. The Elkhill Coal and Iron Company has a charter running back 
30 years or more, but it was secured for this purpose, and, as I said, the Ontario 
rio and Western Company loaned to that company money to enable it to purchase 
and develop these coal properties. 

Q. And your probable purpose in doing that was to got coal for shipment, was 
it not?— A. To secure transportation was the primary object. 

Q. Now, was there any economic or business reason or business condition that 
existed at that time as regards other railroads and other coal companies that prac- 
tically forced your railroad company into this business?— A. Why, the reasons are 
purely economic. Wo built a branch line from our main line to Scranton, 54 
miles, which was a very expensive line to build and to equip, costing in the neigh- 
borhood of two and a half to three million dollars. It runs from Cadosia to 
Scranton, and has many branch lines to the mines We have invested millions of 
dollars in equipment in addition to the cost of construction 9! the line and 
branches, and it was essential, inasmuch as our bonds run for a long term of 
years, to secure, if possible, the transportation of coal to make that line profitable 
during those years. Clontracts with individual operators running only for a few 
years could not be relied upon for traffic for any groat length of time. We had 
some contracts that were to run during the life of the colliery covered by them, 
but many of the collieries are short lived. Some of them have already reached 
their largest output and are on the downward grade. The object was to secure 
the transportation of as much coal as we could at ciirrimt rates, and that is embod- 
ied in the contract. 

Q. Nearly all of the coal lines, so called, have been compelled to take jiractically 
the same steps for securing this transportation of coal, have they not?— A. 1 think 
as a rule they did that many years ago. 

Q. And your road is simply following in the foot8te])s of the roads that have 
gone before in the same line of business?— A. Practically. 

Q. (By Mr. Ripley.) Would it be possible lor us to secure a copy of one of 
those contracts with all names stricken out, simply to indicate the general nature 
of them? Would you be willing to let us have one? Would you care to have 
one printed?— A. My impression is they are filed with the Interstate (Jommerce 
Pominission at Washington. There is no objection to giving you copies, if you 
want them. (See copy, p. 505.) 

(By Mr. C. J. Hauuis.) About ifO percent of the coal ojieraiors on your lino 
are independent— that is, the independent operators produce 20 per cent of the 
product?— A. Tes, sir: nearly 20 per cent. 

Q. And the railroad company buys their coal, allowing them so much?— A. 
Exactly the same terms as are given the coals of the companies. 

Q. Sixty per cent?— A. Sixty jier cent up to the present time. 

(J. Do you have an agreement here with other railroads and other coal compa- 
nies as to prices to be charged for coal? — A. T never knew of any agreement with 
any other company in relation to prices. 

The independent operator, if the price is raised here in New York, gets more 
for his coal at the mine? -A. Sixty per cent of the price, whatever it may bo. 

If the price is less, bo gets less’' -A. That is right. 

Q. (By Mr. Kennedy. ) Do the independent operators ever ship to tide water?— 
A. Oh, yes; a number of them have their own sales agents here in New York. 

Q. Do they get cars as freely for their product as cars are given A. (Inter- 

rupting. ) I do not know how that is on other lines. None of that on the Ontario 
and Western. 

Q. They do, you say?— A. None of them on tlie Ontario and Western. As I said, 
they sell their coal that goes over the Ontario and Western on the 00 per cent basis 
at the mines. On other lines some of them have their own cars, and some of them 
have trackage arrangements, as, for instance, the Delaware, Susquehanna and 
Schuylkill, and have their own selling agencies here in New York. 

Q. There is no independent shipping over your road?— A. No. Mr. Kemmeroris 
one of those men who sells his own coal. Ho elects to sell his own coal. He ships 
over the Ontario and Western. 

Q. ( By Mr. Ripley, ) No company, then, actually owns the coal it transports? — 
A. The sales agents representing the Ontario and W estern buy the coal at the mine 
and pay for it. 

Q. You assume, therefore, all risk of accident and carriage? — A, Demurrage, 
commission sales, and all that sort of thing. 
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Q. Is that the usual practice on most of the roads? — A. Well, it is on a nuniher 
of the roads. 

(By Mr. C. J. Harris.) What advance is there in the price of coal at the 
present time over last year at the same time, if any, at tide- water points?— A. The 
Ontario and Western's average at tide water in 11)00 for prepared si/.es-that is, 
everything above pea, was 30.756. Our average from 1894 to 1900 was 30.48. In 
December, 1900, it was $0.75. 

(^. What is it n )W?— A. I have not got the price for the last month. It has not 
been figured out yet. 

Q. Is it an advance of 50 cents a ton or something like that? — A. No: about 25 
or 30 cents. 

Q. That is to say, February prices to-day compared with a year ago would be 
about 25 cents a ton higher?— A. Yes: 25 to 30 cents higher. Our tide- water 
average for 1899 was $3,393. 

What is the cause of that advance?— A. It is supply and demand. 

Q. Has the question of higher wages anything to do with it?— A. No: I think 
the .scarcity of the coal and the demand lor it make.s it advance a little in price. 

Q. (By Mr. Kennedy.) When you say scarcity ol coal are jou referring to any 
particular field or to the entire anthracite field?— A. Intlu' last year we had nearly 
two months, you know, of practical idleness during the .strike, and a shortage of 
coal in con.sequence. 

Q . (By Mr. 0. J. Harris.) Were your mines affected by the anthracite coal 
strike last fall?— A. They were shut up. We didn't mine a pound of coal during 
the strike, 

C^. Wei e there an}' advances in wages made?— A. Yes. 

Q. How much was the advance'^- A, It was supposed to be 10 jier cent. The 
advance in wages together with the reduction in the price of powder made a 10 
per cent advance. 

(^. That, as well as supply and demand, would have some effect on the price of 
coal'— A. I do not know that it would. 

Q. Why not?— A. You must soil coal at the price you can got for it. I don’t 
think the (piestion of what it costs has very much to do with it, but it ought to 
have. 

Q. (By Mr. Kennedy. ) Is it true that the price of coal is fixed arbitrarily by the 
representatives of the coal companies.' That has been fre luently cliarged, and it 
has been said that supiily and demand has nothing to do with it.— A. There has 
never been any agreement made for the price of coal. 

t^. There has beep an understanding, has there not? No. 

Informally?— A. Not even that: no two companies sell coal at exactly the 
same price. 

The witnesses in 1892 before a committee of the House of Kepresentatives 
were quite unanimous in their statements that there was an informal agreement. -- 
A. Years ago sales agents used to hold meetings monthly, and I have attended 
some of them. The time was chiefly taken up by accusations This and that 
one was accused of cutting rates, and as aconseiiuenco there was scrapping among 
themselves. Buttheyhaven t evenhelda meetinglorahout two years. The meet- 
ings never amouubal to am thing; they never succeeded in fi \ing a uniform price. 

Q. There is a substantial similarity in the price, however, charged by all the 
different companies'— A. Yes. One company publishes a price and the other com- 
panies likely enough publish similar prices. When they come to sell coal, they 
don’t often realis e the price of those schedules. 

Q. Is not che production of coal kept down in some of the fields?— A. Yes, nec- 
essarily at certain times when the market \\ ould not take the coal. With us loaded 
cars have accumulated to such an extent that we wcrennable to supiily empty cars 
for the full working of the mines, and that meant a pretty serious restriction. 
Out of a total equipment of 4,900 cars I have had over 3,000 loaded with coal that 
there seemed to bo very little demand for, and of course that condition restricted 
the supply of cars at the mine. In some case.s that condition is relieved by storage. 

( By Mr, Ripley.) Does it pay to unload coal and store it and then reload 
it'?— A. That is a mooted rjuestion. I have never in the past stored coal; never 
had a storage plant. The cost from waste and the cost of handling two or three 
times would amount in the neighborhood of 40 or 50 cents a ton. The (juality of 
the coal is also affected by storage. We never can get as good a price for it after 
It has been stored. 

Q. (By ^Ir. C. J. Harris.) Do some companies carry a large stock in store?— A. 
Nearly all of them do. In the last year I have Deen compelled to erect a plant, 
because at certain times when the cars get loaded up wo are practically out of 
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business with ono-half of our equipment, and if I can store that coal the market 
will take it in a few months, so I am just now completing a storatco plant that 
will hold abont 120,000 to 1:10,00(» tons. 

Q. (By Mr. Ripley.) Are you obliged to store because the demand is variable 
between different seasons of the year?— A. Yes; the output is in excess of the 
marlvet usually for 2 or .‘1 months of the year. The excess often comes in Febru- 
ary, March, April, and May, and my idea is that if I can f^oro the surplus output 
during that period the market will take it in other months, when the demand is 
frequently in excess of the output, as it is in September, October, November, or 
it may be a month earlier, but it runs along about that time. 

Q. Jf x'ou could produce the year round up to your maximum capacity, how 
much percentage difference would the increased production make m your total 
output, approximately? -A. Well. I don't know; I can't make a guess at that. 

t^. It would be very mu(;h larger?— A. Undoubtedly it would he larger. 

Cj). (By Mr. C. J. IIahuis.) Suppose your roads and companies should increase 
their output, say, 2 or d per cent from d.70 per cent of the entire anthracite trade, 
you would run up so you would produce 5 or 6 per emit. Would there in that 
event be a protest from other anthracite coal companies ''—A. 1 do not think so; 
wo have been moving up within the last year or two. 

Q. Are you not limited to a certain output? -A. There is no limit, 

Q. As in relation to the whole anthracite coal trade.'*— A. We are not limited. 

Q. Are other road.s?~A. There is no agreement as to the jiercentage that these 
companies should take out. 

(By Mr. Rii’LKY. ) Was there formerly ‘•'—A. There never was; we never 
agreed on anything. 

What does “the table of allotment” mean as the phrase was used in former 
testimony?— A. Well, there was in 1890 an attempt made to allot tonnages and 
percentages, but we could not get inside of 100 per cent. It was ncviT (’onsent('d 
to and was never intended to lie operative unless by unanimous consent, 

Q. Your percentage of total production has increased very considerably in the 
last ten years.-*— A. Yes. 

Q. Some roads have correspondingly decreased in their percentage, have they 
noU— A. Thev must have. 

Q, Will you specify any of them'?— A. I can tell yon this; About isoi; we were 
getting about 0 per cent; wo are carrying now, as }ou see, considerably more, and 
in coming years we will even exceed our pn-sent percentage. 

Q- (By .^Jr. C. J. H.mikis.) What proportion of your coal goes West and what 
proportion goes East?— A. About one-balf of our coal goes to tide-water points. 
Wo send some coal to Oswego, where we ship over the lakes to ( 'anada and West- 
ern points, but we send very little coal to extreme Western iioinis -Ch'cago, Mil- 
waukee, and Duluth; that is, of late years. 

Q. (By Mr. Ricley.) Do yo:i purchase on the percentage basis for shipments 
West or anywhere else than to tide water? -A. To all points we ship to. 

Q. Is it true that rates t > N('W England are made u]) by a combination of two 
rates, one to some point on the Hudson River, or near it, and another the remain- 
der of the distance?— A. Almost all coal we ship' to New England is shipped by 
water. 

(^. What roads ship over the Poughkeepsie Bridge'^— A. We have shipped a 
littli' that way, and other roads do ship that way; but a very small amount goes 
by mil. The principal consuming points for anthracite coal in New England 
are near the coast. The manufacturing towns are near the epast, and the bulk of 
It goes by water from tide water points. 

Q. Are any of the railroads interested in lines of barges so that they carry their 
coal to New England in their own carriers?— A. 1 think nearly all of them own 
barges. 

(^. You therefore carry it and deliver it to New England in your own barges?— 
A. Certainly; we have barges, but we do not rely exclusively ou them. We lure 
other vessels. We have barges of our own which we use for this shipment to 
Sound points and New England fioints. 

Q. Does any particular proportion of the total output of coal go over any of the 
roads by rail?— A, Well, there is a small amount going over the bridge. There is 
some coal transferred by floats from New Jersey to points on the New Haven road, 
and which goes through in cars. 

Q. The ownership by one company of a through lino from the coal field to New 
England will affect that, will it not?— A. I do not think so. There are so many 
routes to reach New England points. All companies can reach all New England 
points. No one road could ever absorb the trade. You are siieaking about the 
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making of rates via the bridge. It has been quite the rule recently for a rate from 
the mines to Highland to be on the same basis as the rate to Cornwall or New- 
burg, two old points they have been shipping coal to for many years on the west 
side of the Hudson, putting the coal to Highland at practically the same rates as 
at Newbury. 

Q. Yon have nothing to do with rates on coal east of the Hudson River?— A. 
The rates are made by those roads. If an individual shipper went there and 
undertook to ship that way I suppose he would pay for carr\ ing through to High- 
land just the same as to Newburg.and make hisown arrangements beyond there; 
but. as I have said, the coal we ship there is coal purchased in the car at the mine, 
and nearly all of our New England coal goes by tide water. 

(^. (By iMr. C. J. Hvhris.) f .suppose the railroads can not comiicte with water 
transportation really, can they, taking Fall River and Boston? -A. Not for these 
near-by coast points, they never have been able to do so. 

Q. Would there bo any advantage in the railroads carrying it if they trans- 
ported it on barges? -A. They have carried coal from Boston to other points 
within '?') and nO miles. They send co.il through to Boston by water and on from 
Boston to destination by rail. 

Q. How much foreign trade is there in anthracite coal?— A. I never heard of 
any. 

None at all?— A, None, except in Canada. 

Q. What do you say of competition in the anthracite coal trade from soft coal- 
bituminous coal: (I 06 .S thatcut any fiynre atall.''— A. Yes; it does with steamsizes 
to a certain extent. By steam sizes I mean the size.s we use to generate steam. 
The doiiK'stie sizes are t'gg. stove, and nut. The steam sizes are lump, broken, and 
Ihc finer sizes below pea. 

Q. if on account of the smoke nuisance they could not use bituminous coal in 
New York, tlnw would be obliged to use anthracite?— A. Theydo nse it; they have 
the smoke appliances. 

t,^. Would you say that there is really any competition to speak of that anthra- 
cite coal would have from the bituminous coal?— A. Yes; undoubtedly for steam 
purpo.ses. 

What propoilion would be steam coal?— A. Over iO per cent. 

Q, ( By Mr. Rii’I.e^ . ) Is that proportion greater than it was formerly?— A, Y('8; 
I think it has increased, because we are reclaiming more of the fine coal that 
formerly was thrown m the culm piles. 

Are any of the.se culm piles being worked over at the present time by any 
companies of which you hav(‘ knowledge?— A. Yes. 

Q. The old refuse beajis of many years ago?— A. Y(‘s. 

Q. (By Mr. Ke.vxkdy.) Has not it happened in the past that when the price of 
anthracite coal Avas ]>iit up the advance was an inducement to the bringing in of 
bituminous coal, which displaced the anthracite to a (ortain extent?— A. Yes; 
undoubtedly, so far as steam sizes were concerned. 

(^. Is there not a movement on foot now, in the interest of the anthracite coal 
production, to acquire interests in the bituminous fields to the end that the pro- 
duction of bituminous coal may be kept down in the interest of anthracite coal?— 
A. I do not know; that is beyond my ken. 

Q. (By Mr. RiciJ']V. ; Has there been a relative increase in the demand for 
prepared sizes in the eastern part of the country as compared with the demand for 
steam coal.'' — A. 1 do not think the demand for domestic sizes has increased quite 
as much, as I said .lust now. as the demand for steam sizes. In fact, we are pro- 
ducing more of the steam sizes, and putting on the market fine coal that was 
formerly con.sidered unsalable. 

Q. Would not a decrease in the price of hard coal of prepared sizes for domestic 
use increase the demand for it.-’- A. Possibly. 

C^. Have you ever followed the relation between the prices of coal and the 
amount which is used for domestic purposes, or the consumption of prepared sizes, 
which 1 suppo.so is mainly for domestic purposes?— A. Prepared sizes are chiefly 
for domestic purposes. 

Q. (By Mr. (k J. Harris.) What is the maximum or limit to which you can 
put prices of anthracite coal and still do the business that you are doing now?— A 
t do not know. 

< 4 . You say there has lieen an increase of price of, say, HO cents a ton during the 
last year, does that raise indicate any falling off in the volume of vour buHine.s8?— 
A. No; on the contrary, it has increased business. 

Q. Business has increased with the increase in prices?— A. Yes; there has been 
a great demand. 

Q. How far could that limit go?— A. I do not know. 
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Q. Suppose you raised it another half dollar, what would be the volume then?— 
A. I would not think it advisable to make that increase. I do not know what the 
effect would be. 

(^. If the people had to have it they would have to pay tlie different companies 
what they charged, would they not?— A. I do not believe the price could be forced 
•in that way: there are too many competing for the trade. 

Q. (By Mr. Kennedy.) Is there really much competition for the trade now?— 
A. Oh, yes, it is very lively. 

Q. Well, has not “the community of interest ’ plan gone to such an extent that 
there is really very little competition?— A. I have not seen any effect of it on the 
trade. 

Q. Do you dread such an outcome?— A. No. 

Q. Do you anticipate it?— A. I do not know what to anticipate. There are a 
good many strange things done on Wall street. 

Q. (By Mr. Hii’lev.) Is your road affected by this community of ownership, 
so far as you are willing to state?- A. It is not. 

Q. (By Mr. (1 .1. The demand for anthracite coal in We.stern cities, 

such as Chicago and St. Louis, is relatively very much .“mailer than in Eastern 
cities, is it not?— A. Yes; in jiroportion to the population. 

Q. They would not use more than a tenth, would they?— A. Probably not. A 
larger amount of soft coal is used in the West for domestic purposes than in the 
East. 

Q. Anthracite coal is considered rather a luxury there?— A. Yes. In the North- 
west they burn corn. 

Mr. Kennedy. Wheat, sometimes. 

(^. (By Mr. Rif^ley.) Will you say anything respecting the possible competi- 
tion of coke for steam purpose.s in New England, for in.stance, with the anthracite, 
or steam sizes of the anthracite?— A. I do not know anything about that. 

Q. It has not affected your business as yet?— A. I have not seen anything of it. 
Referring again to the matter of prices, the Ontario and Western's tide-water 
average ISl) 1 to 1900 was That covers the period of seven years. In Decem- 

ber, 1900, Ft was $4.7 5. 

Q (By Mr. C. J. Hai{H(s.) You said there had been a 25 or 40 cent advance. 
That IS ahout the same’?— A. Yes; that is about 27. I did not have the exact 
figure.s 

Q. Has your railroad been in the hands of a receiver in recent years?— A. Not 
in twenty years or more. 

Q. (By Mr. Ripley.) Since what time?— A. It was reorganized in 1H80, 1 think. 
That was before my connection with the road. I came on later. 

Q. Can you state from hearsay what wore the conditions which led up to that 
receivership without specifying names at all?— A. Whv. it would take a good 
while to e .plain that. 1 thinli in the first place the roads were built chiefly on town 
bonds, and when it was built H was called a road “ without debts or traffic.” After 
reorganization it was sold out for four million and some odd thousand dollars, 
and it had on it over fifty millions of bonds. 

Q. It was sold for four millions'?— A. Between four and five millions. 

Q. What is the present capitalization, including stock and bonds?— A. About 
fifty-eight millions. 

Q. Of course gieat ira])rovements have been made in the line of property pur- 
chased, etc., rej)resenting part of that difference?— A. Oh. yes. That large 
volume of stock is accounted for by the fact that the purchasers of the road, in 
the reorganization, offered to allow the holder.s of honds to take common stock if 
they would pay an assessment of 20 per cent, and nearly all of them came in. thus 
increasing the capitalization about fifty millions. 

Q. More than was expected at the time?— A. Yes. 

Q. By reason of the operation of the plan'?— A. I do not think the reorganizers 
of the road exjiected them to come in, but they did, 

Q. Fifty millions was the figure at the time it was reorganized?— A. Yes. The 
practical investment of the road at that time was an investment of two millions 
in preferred stock. 

Q. Does it so remain at the present time virtually under the control of the pre- 
ferred stock?— A. Yes: except that most of the preferred stock has been taken up 
in exchange for bonds. 

Q. (By Mr. Kennedy.) How many stockholders are there?— A. Oh, there are a 
great many. I would not undertake to say; about one-third of the stock is held 
by foreigners. 

Q. Is the controlling interest of stock held in a few hands?— A. No. 
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Q. (By Mr. Ripley.) Yon say that the preferred stock practically controlled 
the road for a long time; does it do so at the present time?— A. The preferred 
stock is represented l)y a trusteeship, a voting trust, and will be until it is all 
taken up. Nearly all is in now. 

Q. What proportion of the total stock and bonds, roughly speaking, would that 
preferred stock represent?— A. I can not say. 1 will give you a copy of the annual 
report. I would not like to answer all those questions from memory, but you will 
find it all in the financial statement of the report. 

Q. (By Mr. C. ,1. H \tuiis.) Have you had any strikes on your system recently?— 
A. Nothing except the coal strike referred lo a while ago. 

Q. Any on the road itself.’'— A. We have not had a strike on the road for 15 
years. 

Do YOU know anything about the conditions of labor in your coal districts?— 
A. Having nothing to do with the practical operations of the mines 1 know very 
little on that subject except in a general way. 

Q. (By Mr. HipJvKY.) What is tho price of labor at the present time?— A. I do 
not want to go into that, because I am not familiar with the operation of the 
mines. 

Q. Your road, as you .said before, does not operate any mines directly?— A. No. 

Q. That you do not is, however, rather exceptional among the coal roads, is it 
not.^— A. No; 1 think it is practically the same thing on other roads. 

Q. (By Mr. C. J. H \RRis.) 1 suppose your railroad company could not operate 
a coal mine as a railroad company; your charter would prevent it. would it not?— 
A. I think so. 

(^. (By Mr. Ripi.e'i.) Will you make any statement respecting the alleged 
attempt in bS!):! to combine many of the anthracite coal roa<ls. especially respect* 
ing the reasons for which that combination failed? 1 refer to the attempt made 
under tho leaderhliij) of Mr. McLeod.— A I think Mr. McLeod's scheme failed 
becau.se ho bit olf more than he could chow. 

Q. What did he specifically try to do; can you state? - A, He tried to effect the 
consolidation of several railroads under one rnanagement. 

U. By direct lease or purchase?— A. By lease of the .Jersey Central, the Lehigh 
Valley, and tho Philadelphia and Reading. Then he branched out into New Eng- 
land and took the Now England road and the Bo.stoii and Maine, and there he met 
his Waterloo. 

Q. Will you make any statement respecting the cau.se.s that led up to tho pur- 
chase of the Pennsylvania Coal Company by the Erio Railroad? Was it particu- 
larly with reforence to tho proposition to build an independent line to Kingston 
from the anthracite coal fields?— A. 1 think you had better get that information 
from the Erie Railroad Company. 1 presume that road will be represented here. 

Q. (By Mr. C. J. Hakiiis. ) What chanco would an individual operator on your 
line have to-day in the production of anthracite coal? Do these companies own 
nearly all the coal lands contributory to your road these companies which you 
have mentioned^— A. The Elk Hill and the Scranton Company; yes. Nearly all 
the coal is shipped over our road. 

Q. Those companies have taken up about all the coal lands that are there. 
There is very little lying about that an independent operator could get if he wanted 
it?— A. There are occasional sales. The ground is pretty much covered in the 
older regions, particularly in tho Wyoming district. 

As a general proposition, would you say that tho coal roads control about all 
the coal mining ])roperty tributary to Ihem'?— A. No; there is a large field down 
in the lower region. It is pretty well taken up in tho Wyoming territory. There 
are large tracts of anthracite coal that have recently been offered for sale down in 
the lower region, in the neighborhood of Pottsville. 

Q. Owners would have to have branch lines built to them?— A. Yes. from 
nearby railroad lines; that is, in the Reading territory. 

Q. What would be the facilities for a man to open up. Suppose he was 1 5 miles 
away from your line, would it be possible for him to build a branch to connect 
with you?— A. if he had a large trad of territory, a good coal, we would probably 
build a line to him for the sake of getting the transportation, and give him the 
usual form of agreement, which is .lust the same in all instances. 

Q. (By Mr. Kennedy.) Is your company working all its coal lands, or has it a 
large reserve of lands to be worked in the future?— A. 1 suppose these two com- 
panies that I speak of have in tho ground in the neighborhood of 50,000.000 tons of 
coal. ( )ver half of it i.s owned in tee; it will take a good many years to mine that 
coal. 

Q. (By Mr. 0. J. Harris.) What was your tonnage last year?— A. It was in the 
neighborhood of 2,000,000. Last year it fell off on account of the strike. Year 
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before last It was 1,891 ,000 tons. In the month of January the output was 227,000, 
so that we shall probably i)ut out in the neighborhood of two and a half or three 
million tons a year now. 

Q. (By Mr. Kennedy.) Where railroads have such large tracts of coal lands 
that they are not working, they are paying royalties upon part of it, you say?— A. 
All of ours is working, practically. 

Q. I thought, according to the testimony, that practically these others were 
yours, the lands of these companies you speak about.— A. I say all of the mines 
owned by these two companies, the Elk Hill Mining Company and the Scranton 
Company, are practically in operation to-day. 

Q. How much have you in sight?— A. In these two companies, about 50,000,000 
tons. 

Q. And your yearly production is about 2,000,000 tons?— A. Something over that. 

Q. There must be a great many mines that are not actually worked?— A. My 
dear sir, they could not work the whole field in the year. Of course it costs a 
great deal or money to start operations, to put up your breakor. put down your 
shafts, and lay your tracks. You could not undertake to do it unless you had 500 
or 1,000 acres to start with. Then it takes twenty- five years to exhaust the coal. 

Q. It has been charged that some of the railroad companies own great tracts of 
coal land that they have acquired in fee and obtain royalties thereon, and that 
they can not work for 50 years.— A. That is not true so far as the upper region is 
concerned. It can be said of the Reading, probably, because during Mr. Gowan's 
time he did buy large tracts. The upper region is generally divided up into small 
tracts under different ownership. 

Q. (By Mr. C. J. Harris.) If you take a company that owns large bodies of 
coal land that won’t bo worked up for 50 or 100 years and with a capitalization of 
$30,000,000 or $35,000,000, if it sells its present output of coal so as to pay dividends 
on that immense mass of property that is going to come into uso 50 or 100 years 
from now, is not that an unnatural price of coal?— A. 1 do not think you have th > 
right view of that condition. The company has a large amount of money there 
and usually it puts out bonds for a long period, and it would bo the part of pru- 
dence to have coal enough to last as long as the life of the bonds, because you must 
pay your interest and the principal. 

Q. (By Mr. Kennedy. ) I would like to ask you the number of days in the year 
the miners in your mines work''— A. I have not the data as to the number of days 
with me. It is a matter of public record. It is published and printed by the 
newspapers, and you can get it almost anywhere. 

Q. Have you any knowledge upon the point as to whether the miners of the 
independent producers work as many days in the year as those in the mines of 
the railroad companies?— A. It is not true so far as the independent miners on the 
Ontario and Western are concerned that they work fewer days than others. If 
there is anything of that in the other field, you will find it. because the number of 
days worked in each mine is shown by itself. The statement is made by the 
inspector, who is an officer of the State, and it is printed. That shows you the 
days worked by individual operators’ mines, as well as the mines which are indi- 
rectly controlled by the railroads. 

Q. Has there been any attempt made to secure the control of your road for the 
community of interests or a consolidation?— A. If any attempt had been made I 
probably should not known of it. I do not know of any, 

Q. What is your opinion about that; do you think the public and the stock- . 
holders of the Ontario and Western would be benefited by a community of inter- 
ests?— A. I can not answer that question. 

Q, Have you no opinion about it?— A. No; I do not know anything about the 
probable result of such a thing. 

Q. Do you know the sentiment of the officials of the Ontario and Western in 
regard to that question? Are Mr. Morgan, Mr. Rockefeller, or the Vanderbilts 
stwkholders in your road, or do you know?— A. I do not know. 

Q. (By Mr. Conger.) They are not represented on your directory, are they?- 
A. Mr. Depew is on the board. 

t^. (By Mr. Kennedy.) That would indicate a Vanderbilt interest?— A. I do not 
know that it does necessarily. He took the place on the board of his brother-in- 
law, who was a director for many years and died. I do not think he has any large 
block of stock. We do a great deal of business in connection with the New York 
Central. We interchange a largo amount of traffic and rely upon that road for 
our western connection. Our working with them has been very close and very 
satisfactory. We use the same terminals at Weehawken, and have trackage rights 
over the West Shore from Cornwall to Weehawken. With two companies work- 
ing so closely together it is only natural they should have representation in the 
board of directors. I do not think the connection means anything morO than that. 
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Q. You do not know that the attempt has been made to bring that road into the 
community of interest scheme?— A. I do not. 

Q. (By Mr. CoNOKii.j You ship part of your coal west? 1 think you testified 
that you did.— A. We ship some of the coal west via Oswego. We have a trestle 
on the lake and load the vessels there. It goes through the canal to Chicago, Mil- 
waukee, Duluth, and other western points, as well as to Canada. 

Q. M iny of the other coal roads. 1 suppose, have teriiiina’s at Buffalo? -A . Yes; 
we have shipped via Buffalo, too. That goes over our line to Oneida and then 
over the New York Central to Buffalo, and is loaded inio vessels at the dock in 
Buffalo. 

Q. How does the price at Oswego compare with the price at tid(' water?— A. It 
varies a little, but on the whole it is about Ihe same. 

^ Do you know about how the price of coal at Oswego compares with the price 
at Buffalo? Is it the same?— A. No, not the same; it is a little less. 

Q. At Oswego?— A. Yes; a little less, the ditterence being about what the rate 
is going through the Welland Canal to tho West. 

Q. If a dealer in coal from tho Western States should go into Buffalo or Oswego 
wiBi the ideaof purchasing coal, and should ^o to tho various roads or selling agents 
who had it for sale, would ho probably he quotisl the .same jince. or would he get 
different prices from different dealers?— A. I think he would find it would pay to 
“shop.'’ 

Q. Is it a fact or is it not a fact that th(i price among the different dealers there 
is usually about tho same?— A. Yes, practically. 

Q. Yet you think there is no agreement between the roads?— A. One company 
might he long of a certain si/.e and might shade the price a little to get rid of it. 
There is always a little variation in prices. 

0. How much of a variation, approximately?— A. Five to ;?.■) cents a gross ton. 

Yon testified earlier this morning that so far as any actual agreement is 
concerned yonr road is not a party to it A. (Interrupting.) Agreement in rela- 

tion to wliat? 

Q- Agreement as to the selling price (if coal at any of these terminals, - A. I tes- 
tified that there was no agreenu'nt as to price. 

Q. I wanted to ask whether you thought it jirobable or even possible that such 
an agreement does exist between some of the other roads, those who handle a 
large output— larger projiortion of the total ont])ut— like the Reading and the 
Lehigh Valley?-- A. No, 1 do not think it is. It wou'd not bo effective unless all 
were in it, 

(^. Might it not be iiossible that those loads conirolling 8o or DO per cent of the 
total output could make a practical combination on price?— A. No; they could not 
do it without taking all the interests m. Two million tons could set tho iirice for 
the whole fifty million. 

Q. (By Mr. C. J. IIakuis.) Would not So iiev cent of Ihe coal trade set the price 
for the whole production?— A. No; the lesser (juantity could make the price. 

Q. (By Mr. Congeii.) Take tide- water prices, for instance. Suppose the roads 
controlling Ho per cent of the total product should make an agreement to put the 
price at $3.50. where it had been $ > before; would not your road, putting out 3 1 or 
4 per cent of the total product, bo willing to take the extra Imlf dollar?— A. Cer- 
tainly, we should bo glad to get what wo could. ( )n ilie other hand, suppose there 
is a very dull period and a road that was not in the combination would shade that 
price and take tlie trade, could not that road compel the others to meet its price? 
I think it could. 

Q. (By Mr. C. .T. Haruis.) Have you anything to volunteer?— A. Nothing 
more. 

(Testimony closed.) 


Exhibit in Connection with Mr. Childs's Testimony. 


Ayirrnu'iil between New York, Ontario and Wentf-rn Railway and produeers 

of coal. 


[Note.— This aRrecmcnt is identical with one submitted by Mr E. B. Thomas m being in consid- 
eration by the Erie Railroad. Mr. Thomas denies knowledge ns to whether the agreements on all 
the anthracite roads are identical, hnt Mr, Childs thinks all are alike.] 

This Agreement, made and executed in the city of Philadelphia, Penna., this day of , 

nineteen Imndred , oetween (hereinafter called the .Seller), party of the first part, 

and (^hereinafter called the Buver), party of the second part. Witneaseth: 

Fihst. The Seller hereby sells, and agrees to deliver on cars at breaker to the Buyer, all the 
Anthracite coal hereafter mined from any of its mines now opened and operated, or which it may 
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hereafter open and operate on the promises intended to be covered by this contract, and any which 
siiall be reclaimed from culm banks on said premises, viz — 

Shipments to be made from time to time as called for by the Buyer. The Buyer to give, on the 
twenty-fifth of each month, notice nf the (luantityas nearly as practicable Buyer will rciinire for 
next month, and arrange to take the coal in as nearly equal daily or weekly quantities ns in its 
judgment the reouirements of the market will permit. The Buyer to use its best efforts to find a 
market for the Seller’s coal so ns to enable the Seller’s collieries to be worked as many days as prac- 
ticable, with duo regard to the general market conditions, and to give ordi'rs for shipment which 
will enable the Seller to w'ork its collieries as many days in each year as other collieries work 
similarly Bitunted. 

The BuyiT agrees that it will not discriminate in favor of its own mines, or any persons, firms or 
companies with which it has eontruets to buy coal, but that the quantity to be ordered month l\ 
shall he a just twojtortion of the entire quantity of coal agreed to Ik* purchased iiy the Buyer, meas- 
ured by the eollierj ea|>aeitv of the respective Sellers. It being understood that so fpr as iiraelicnble 
the qinindly ordered shall not be less than a jiist proportion of all the Anthracite coal whieli the 
requirements of the market may from time to tune demand. The colliery eanaeity shall be deter- 
mined as of the First of .bumarv in each year by the parties hereto, and, on their failure to agree, 
the J’resident for flu* tiim* being of (tirard Trust Company .shall si'leet a stiilable expert ior this pur- 
pose. Should any marki'd ehaiige take place affeetiiig the itrodiietive eapneily of the colliery, either 
tlie Bu\ er or the Seller may call for a new determination oi the colliery capacity as of the beginning 
of any quarter of the calendar j ear 

Sw’ONi). The Buyer agrei's to pay and the Seller agrec.s to accept tlie following prices for said coal, 
when iirepaii'd ill aeeordanec with the .standard hereinafter set forth, and delivcrod 1 o b railroad 
oars at tlie breaker: 

For all sizes above Pea coal, sixty-tivo ((/>) per cent of the general average free on board prices of 
said sizes received at tide points at or near New* York, between i'ertb Amboy and Edgewater, eom- 
pnted as liereinafter jnovided 

For Pea coal, liftv (bO) percent of tliegc'neral average f o b jiriee for Pea coal at said tide jioints 
at or iH'ar New Yora when tin* said |»ricc is Two Dollars and Fiftv cents {f2 bO) per ton or h'ss, and 
for each advance ol ten (10) emits per ton in the said 1. o b ^iriec above Two Dollars and Polity cents 
(S'i.bil) the prof lorthm juiid tbeSt'ller shall be increased one (1) percent, until tin* percentage fiaid 
tor pi'H coal reaches sixty-tivi* (bb) }>er cent. 

For Buckwheat coal No. 1, forty CIO) per cent of the general average f. o b firice at said tide jioints 
at or near New York w’ben the said price is 'J'wo Dollars (52 00) per ton or less, and lor each adianee 
of ten (10) cents jier ton in (lie. said f o It. ftriee the firoportionute fniee juud the Seller shall be 
inereas(‘d two (2) fter cent until the suitl f o. b. price leaelies Two Dollars and Filtv eoiils (ti2 bO), 
after which the jtroportiomite itrieepaai the Seller shall udianee one (1) fter cent, for each ten (10) 
cents advance in the f. o. b. price iiboM* Two Dollars and Fifty cents (f2 bO), as in the ease of Pen coal 
above irn'iitioned. Providen that nolliing herein contained shall oblige the biiyi-r foftay tor Buck- 
wheat No. 1 coal a rate liigber than for Pea coal. 

For all sizes smaller than Buckwheat No. 1 the Seller shall receive Tweiity-llvi* (2b) cents per ton 
f. o b railroad ears at breaker, and for each bm (10) cents’ increase in tlu* general average* f. o b. 
price above One Dollar ami Thirty cents ($1 30) a ton at tide, the price shall la* iticreasi'd live* cents 
per ton; but it is understood that the Buyer sliall have* the* option to d<*elim* to lake* these smaller 
size's in excess of the profsation take*n tro’in the* Buyer’s own e*olliene's and operatieins. 

It is also agrce'el (Jiat it at any time*, through changes e>f size's of me'she*se)l seTe*ens eir of e'enidihoiis of 
trade*, tlu* Hize.s smaller than Bnckvvhe*at Nei. 1, as de-senited heieiii. shall ho mat ketable at tide* at tlie* 
same f»riee as Buckwheat Ne>. 1, the scale* ol feiice-s on a tiasisol foity(lO) [HTce'nt . when tlu* ge'iiernl 
average f ei h, firu'c at tide* isTwodedlars (fl 00) pen (on eir levss, shall be* substituted for tlie Hal price 
atmiiu'S he'i'e'in ftrovidoeJ for during (he eontiiiuaiu’eot siicli eonelilums 

And it is also nneleirsteioel and agreed that the Seller shall have the right to sell ami elispetse'ol em its 
own aoe'ount and at such firu'es as it shall se'ctitthe excess of the sizes of coal smaller than Biu'k- 
wheat No. 1 when and as often as the* Buyer re-fuses to jairehase' said e-veeas of smaller size*s in nccewel- 
ance with the option hereinbeleire eemtaiiied 

Thiui). The ge-iUTal avi'rage f. o. b. firicc.s herein re*lVrre'd to shall Ik* dete'rmiiU'd by a disintereste'd 
exfiert accountant sutisfactorv to both parties, to whom (he Biiye'r sluill furnish, not later than the S(h 
of eae-li month, a statement of tlu* quantity of each si/e sold during (he fire'ceding month, and the 
amount realize'd therefew b> the Buyer at lido on all sales ol e*ne*h size of coal from the 
rc'gioii, and the accountant eae*h month shall mako a true average ftriee for each si/e seild at tide of 
allthe oeial from the same region, and the avTrage pru*es thus eihtuined shall lie fnnuslu'd by the 
accountant to the Buyer and Seller, by whom they shall be accepted, subject to the right ot appeal to 
the Arbitration Board, In the settlement between Buyer and Seller All statistiesgiven such aeeoimt- 
antshall be treated by him confidentially, and the resulting a vei ages only shall be given by him to 
Buyer and Seller. 

Iti.s understcKid that when Iheword.sf. o b price occur herein the actual f o h firiee received is 
meant, without any deduc'tion for commissions, (h'mnrragc or any other cluirges. 

Fourth. It is understood andagri'ed that the Seller shall have the right To sell or dispose of, at 
retail, on its own account, coal for use and consumfition of its emfiloyecHHiid others In the immediate 
neighborhood of Seller’, s colliery , iirovided that the coal so sold and disposed of shall not in any event 
be fiiaded into railroad ears, but shall tie luinled tiom the Seller’s colliery breaker by wagon. 

Fifth. Payments shall be made monthly in cash. A partial payment of at lea.st one dollar (^1.00) 
per ton shall be made on or before the twelfth (Pith) of each month, and the balance on or before the 
tw-entielh (20th). for all coal delivered by the Seller under this contract during the preceding calen- 
dar month. Provided, that if default shall be made tiv the Buyer m any payment aforesaid, the 
Seller may. It its option, declare thi.s contract forfeited by giving notice of such default for a fieriod 
of at least (ivo (5) days, and of its intention to terminate tliw contract, unless payment shall bo made 
in the meantime; but In case of a Jike default of payment In the next snccoedlng month this contract 
may be peremptorily terminated by the Seller without sneh notice. 

Sixth. All coal shipped under this contract shall besuliject to inspection under the direction of 
a Chief In.3|)ector to bo appointed by the Biiver. whose duty it .vhall be to see that the .said coal, as 
well as all other coal coming under his jurisdiction, conforms to the following standard, viz.: 

FirKt The coal shall be puictically free from dirt as it leaves the hp .screen before entering the car. 

Sreond. The coal shall be well sized and made through and over the following square screen 
meshcK, or their equivalent, viz.: 

Broken through a mesh 4" square and over a mesh 2i" square. 

Bgg through a me.sh 2J" square and over a mesh 2" square. 

Stove through a mesh 2" square and over a mesh If' square. 

Chestnut through a mesh Ij" square and over a mesh I" square. 

Pea through a me-sh square and over a mesh i" stjunre. 
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Buckwlioflt No. 1 through a ruesh 4" square and over a mosh square. 

Biiekwhcat No. 2 or Itioe through a mesh 4" .square and over a mesh i" .square. 

None of the above sizes shall contain an admixture of a larger size sultieiently great to render the 
coal objeetionable, nor respectively a larger proportion ot any smaller sizes than is usually present 
In good merchantable coal, and it is .sjiecially agreed that neltJier Kgg. Stove nor Chestnut coal shall 
contain more than five (ri) percent ot larger sizes; that Chestmit coal .shall not contain more than 
ten (10) percent, of Tea and live (b) percent of Buckwheat No. 1; nor Pea coal more than lifteeii 
(l.i) [ler cent, of Buckwheat No 1 and live tri) percent, of Rice, nor Buckwheat No. 1, more than 
mteen (If)) percent, of Rice. 

TIiikI The sizes above mentioned shall in no ease contain inoie than tia* following pereeiibiges of 
refn.s(> (consisting of slate, rock and tire-clay), viz.- 

Broken, OIK' (1) percent.; Kgg, two (2) piTceiit , Sto\e, four (1) percent., Che.stnut, an average' of 
not more than five (5) percent , and at no lime to ('xceed a maximum of .seven (7) per cent Pea, 
ten (10) perci'iit.; Buekwhi'at, liftoi'ii (I.')) percent 

Nor more than the following ]>ercenlagesot bone [containing a ])ro|ior(ion ot fixi'd enrboii langing 
bi'twceii forty (10) and sixty-five (li-'i) percent ], viz 

Bioken, two (2) percent , Egg, two (2) per cent , Sto\e, three (O) per cent.; Klicstniil, (iv<' (.^) [icr 
cent., I'l'aand Buckwheat coal .shall not contain .such proportion of said none as to ri'diice the puce 
below till' average market prici' of fbo.S(' si/es. 

Skvkntii. if the conditions o1 the tradi' shall at aiiytinu' or times re(|Uire a higlii'i’ .standard of 
preparation than as aforesaid, tlu' Seller shall ]>repare the coal so as to coniorm to such liigherstand- 
ar<l, provided, however, that the Seller shall hi' reimbursed lor aiiv increased e.xpen.'-e involved; 
and, it the parties hereto shall not agrei' as to the amount ol such ieimbiir.seim'nt, the question .shall 
hi' referred to the arbitration board a.s hereinafter jirovidcd All coal .shall tie inspected at the 
breaker. 

KtoiiTir When the inspector is making a test for impurities in the coal, hi' shall, whenever fioasi- 
ble, take the sample from the coal as it Ilow'sfrom tlu'chub' into the car il at any time the lirsf test 
isiinsatisiactory to either paity the inspector .shall make two other tests of the coal in (]ue.stion, and 
thcaveiageot the three tc.sts on one car shall be final lint anv lime it is neces,uu'y to testa car 
after it leaves the chute, a sample shall be obtained liy taking equal quantities ol coal from the mid- 
dle and ('ach side and each end of the car in older to a.sceitain the aierage (|UaIit\ ol the coal tested 
in thntcar In case the in.spi'ctor shall comii'iim coal w liicli is believ»'<l b\ tlie Sellei to be up to the 
standard, the Seller shall in that case make comiilaint to thedeiieial Superintendent ot the Buyer, 
and, it it IS found by liim to be uf) to the requiied standard, the coal shall immediately go lorward, 
and tlie insfrnctions to thi' iiisjieclor shall be so modified as to reniox e as tar as piaeticable cause for 
similar comphunis thcreafti'r by the .'teller The cost ol all mspeetions .shall bi' eiiually divided 
betw'coii tlie jiarties hereto, except that tlu' (duel Inspectin' shall be paid bv the Buyer 

Ninth It is understood and agiccd that the Seller will shi|) to the Bnyet all the coal miiK'il and 
prepared nt the .said colliery or eollierics (witli tlie excc'ptnm ot coal required in llte Seller’s mining 
ofierations and the coal retailed at the breaker as hercnilx'foie provided), piepared according to the 
staiidaid hcreinlx'forc recited, and, in casi' any coal is condcmneil and rejected by the inspector on 
aeeoiint ot its preiiaration, the .Seller will re-prepaie the .same until it eonforius to the reipured 
standard 

Tk.n'th. a ton of coal under thiseontraet .shall eon.sist of twenty two hundred and folly (2,210) 
pounds, and all coal shifiped by the Seller under this contract shall be weighed either upon scales at 
mines, tested and approved by tlic Buyer and bv the vveigli-masteis apiuoved bv the Buyer, or upon 
the vvoigh-.senle.s ot the Railway over vvhicli it passes on its vvay to market, and the ainouiit of coal in 
each car shall be determined by the eeilitieati' of the vveigh-masti'r at said .scales An allowance for 
waste hliall be made of .sneli amount as is currently nllovveil by the Railroad Company traii.sportiug 
the coal, but not exceeding one (1) per cent 

Ki.kvknth, The Seller will consign and manifest -aid ( oal to .siieli points and partii's us the Buyer 
shall from time to time direct, and will furni.sli ami .send to the Bin er and to the eoiisignei's named 
by the Bnvei.and to such othi’i- imrlies asthe Buyer may diU'ct, such copies of iiuinil'est and such 
notice ri'lating to coal shiiqad as the Buyer tiiav diri'ct. and the heller will generally do and pi-rform 
all acts usually and properly attendant on and coiineeted with the mining and .shipping ol coal from 
the said colliery. 

TvvivI.ktii. If, by reason of any .strikes among the employees of eitlier |»atty, or bv ri'ason of injury 
to the works, buildings, fixtures, railroad, terminal laeiliiu's or other propi'fiv of tlie Railway Com- 
pany or Companie,s by which the coal is trans[>ortcd to niarki t, la-of either party lu'ieto, or of nna- 
voKlable delays or obstructions in the mining or transporlatmn oi the .siud eonl. either {tarty sliall be 
unable to respectively furnish or take tlii' coal as herein agiocd, siiclt jiartv shall not be liable for 
non-liiltillment of this agreement during the la'riod of .such di.subility, itrovided every rciuvmable 
eiTort b(' made to le.sunu* oiterations at the earliest practiculilc nernsi 

Thiktkknth. The ])ercentage ol the various sizes of coal to Ito dclivcretl under this contract shall 
be the same as the average produced at tin* several collenes ofterated by tlie Biiyei in the .same 
region 

Fourtkenth In the event of any di.sagreement as to the f|nantity to be oidered, or the actual price 
of coal at tide, or any other (lucstion to be ilccided under the terms hereof bv .irbil ration, it shall be 
determined by a Board to be known a.s rermanent Board ol Arbitration, vvbieb shall consist of three 
persons, one person selected by the Seller— viz., 

, the President of the Buyer eompanv to tx' the second person; and 
the President for the time being of Girard Trust Company'to be tlie third person. 

The name of the person to represent the Seller shall be inserted in this agreement, or, if notnaincd 
betore its execution, shall bo endorsed in w-riting on this Agreement, and when and as often, by 
rea.soii of death, resignation or vacancy, or for any cause, another person shall be -elected, the name 
of such person shall llkewl.se bo endorsed iicreon, winch endorsement -hail have the like effect as if 
tile name bad been originally inserted in this agreement Tlic Aibiirution Board to have full power 
over coM.s of reference, ami to decide by wliom they shall be paid. 

Fif-TEENTH If by reason of clianges'jn Iradoor colliery conditions the Seller is unable to operate 
its mines without hnanclal loss on the ba-is of this contract, and the Haver declines to miKiiiy this 
agreement, the .Seller may submit the questions involved to Ibo .said Board of Arbilratioii, and, if the 
Board decides that the Seller cannot operate its mines vvitliout loss on the basis of this contract, and 
if the Buyer and Seller cannot agree on a modifleatlou of this contract, tlicn this contract shall cease 
and determine. 

Sixteenth, It is also understood and agreed (anything herein contained to the contrary notwith- 
standing) that If at any lime or times the average i. o. b. price at tide forsizes of coal larger than Pea 
coal shall be less than Three Dollars and Fifty cents (#3.50) per ton, then the Seller mav at its option 
temporarily suspend mining and cease all deliveries hereunder until the said average price shall 
reocn Three Dollars and Fifty cents (#3.50) per ton; provided, however, that two weeks’ notice of 




Nkvv York City, February IS, 1901, 

TESTIMONY OF MR. FREDERICK E. SAWARD, 

Editor The Coal Trade Journal. 

The special subcommission met at 2.30 p. m.. pursuant to the motion for recess, 
Mr. C. J. Harris presiding. At that time Mr. Frederick E. Saward was sworn as 
a witness, and tostiiied as follows: 

Q. (By Mr. C. .1. Harris.) Will you give us your full name and your address, 
and also state your position?— A. My name is Frederick E. Saward: my address. 
No. 41 Park Row, New York City, and my position is that of editor of The Coal 
Trade .lonrnal. 

Q. For how long a time have you been engaged in this work and been familiar 
with the coal trade of New York?— A. I have been publishing the paper for 31 years. 

Will you go on in your own way and state what the situation in regard to 
the u.se of anthracitecoal is in New York?— A. J should think that the grearer city 
of New York use.s about T.OOO.OOO tons of anthracite coal m a year. The coal is 
brought to tide- water docks on the Jersey side by the different railroad companies 
corning from tln^ coal regions. The Pennsylvania Railroad goes to Perth Amboy; 
the Lehigh \'alley toBoutli Amlioy: th ‘Reading to Port Reading: the.lerseyCen- 
traldowri to Port Johnston, Elizabethport; the Delaware and Lackawanna to Hobo- 
ken: Delaware and Hudson and Erie to VVeehawken. Those lines comprise the 
carriers. The individuals that you have lined out in black there [referring to a 
mapj ship their coal over those several lines accordingly .is they are situated inost 
favorably in those regions that are marked out | referring to the inapj. The lines 

f o to those several shipping points. J'he Lehigh coal naturally hows down to 
'erth Amboy and to Port Johnston The product of the Schuylkill district runs 
to Port Reading. The northern district pulls into Weehawken, Hoboken, and 
during the summer sea.son to Newimrgh. 

Q, Who are the largest producers of anthracite coal for this market?— A. I think 
the Reading puts in the largest portion of the coal, of the harder coal: the two 
Delaw'ares, the Erie, and the Pennsylvania Coal Company what we call free-burn- 
ing coal. 

Q. How is this coal marketed, by the independent operators or by the rail- 
ro^s?— A. By both. The railroad companies have their wholesale agents here in 
town, and .some of the individual operators sell their coal to what are known as 
commission houses in the trade for sale again. 

Q. Do the railroads buy coal of the independent operators and ship it and sell it 
themselves?— A. In a large degree: the coal that is called independent is now sold 
to the several railroad companies at the collieries. 

Q. There are independent operators who do not sell to the railroads?— A. There 
are a few; yes. 

Q. Who are some of them?— A. John C. Haddock is one of the largest. 

(By Mi'.Kennedy.) On what line does he ship?— He ships over the Delaware, 
Lackawanna and Western. 

Q. Is he given cars freely to send as great production to tide water as he desires 
to send?— A. Perhaps that would be better answered by himself. 

Q. (By Mr. C. J. Harris.) Do you know of any complaints among independent 
operators of failure to get plenty of cars for shipment, or anything of that nature?— 
A. No; I guess not. Practically, in the coal trade there is always a season, both 
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in hard and soft coal, when there is complaint that cars can not be had in snflQcient 
number, and all that sort of thing, but that is so(m over: that occurs usually in 
the lall of the year. Soft coal people ship to the lakes and to the seaboard: an- 
thraoite people ship to the West, and all that sort of tiling; so they can not get 
cars enough. That is not a subject of general complaint in ordinary times. 

Would you say what proportion of the anthracite coal used in New York, or 
shipped to New York, comes from independent oiierators?— A. No; I could not 
answer that question offhand. 

Q. Is it not a very small proportion?— A. Oh, yes; naturally, it is a very small 
proportion. The independent operators, taken in the aggregate, possibly repre- 
sent one-fifth of the production, of which part is sold directly by them to the com- 
panies. That leaves a very small proportion that is independent. 

Q. ( By Mr. Congeii.) (Jan you tell what the economic or business reason is for 
these railroads going into the coal business.-' In other words, why is not coal pro- 
duced by independent operators, the same as wheat is grown or lumber manufac- 
tured or any other of the great products or great items of railroad transportation 
produced?— A. Well, a reply to that question- that takes you back to ancient his- 
tory, the history of the industry. 

(Jan yon give that in a short way, if there is any salient reason for it?— A, I 
should say that in the last thirty years, or iK'arly, it lias not been practicable for 
many individuals to go into the coal business as ]iroducers of coal. In those early 
days, when the mines were little bits of what wo call rat holes— little bits of prop- 
erties that produced perh.aps 100 to ir^Otonsof coal a day- -individuals were in busi- 
nea.s. a great many of them men of .small capital. The business did not re((Uire 
very much capital. Tliey soon played out, and, in order to furnish transportation 
to the railroad companies that were built into the districts, the railway companies 
themselves, or their friends, or mining companies, went into the securing ot these 
pro])eitie8 round about, which you see there |i)oiiUing to map], in order to have 
h'uffic forever for the railroads that were built to carry on the business. 

(^. (By Mr. (J. J. Harris.) Are most of these anthracite coal lands now already 
owned by the different coal roads or the subsidiary companies?— A. Yes; very 
largely indeed. 

(^. They virtually control the situation, do they?--A. They virtually control the 
situation: to put it that way, yes. 

(By Mr. Kf.nnkdy.) -Do the railroads in the soft-coal fields control the bitu- 
minous production and output to such a degree as tlie anthracite production is 
controlled by the so-called coalers'-'— A. Yes; 1 should think even more so. 

Q. The soft coal coming to New York over the Pennsylvania Railroad, for 
instance, is that coming in as the property of the Pennsylvania Railroad or of the 
independent operators'-'— A. Of the independent operators. The Pennsylvania 
Railroad does not operate any collieries at all. 

(^. Well, soft coal would come in over other railro.ads to New York, would it 
not'-'— A. Soft coal is coming to tide water over the Baltimore and Ohio, Chesa- 
peake and Ohio, and Norfolk and Western and jiroduccrs mainly in the soft-coal 
districts pool their issues; then they come to market, and the coal is sold by one 
concern in town. 

C^. Then the coal comes in. not as the property of the railroads, but of the pro- 
ducers?— A. Of the independent producers, not of the railroads; they have but 
one general agency. The Norfolk and Western has one: the Chesaiieake and Ohio 
has one. 

Q. Have you in your mind the figure.s for the tran.sportation of coal-hard and 
soft -^in mills per ton per mile?— A. No: we do not concern ourselves with those 
facts in the coal trade in our pajicr any more. That is a thing that has gone by. 
We used to have at one time what yon might call schedule rates of transporta- 
tion of hard coal; but. as has been said, the liulk of the coal is the property of the 
raili oads. They make the division as I hev see lit. The coal of the individual opera- 
tors which is still brought to tid(‘ water is carried on the basis of 'lO percent 
of the tide-water price, so that the individual operator is just as anxious to get a 
high price for his coal as one can be. The proposition thar. they made last year, 
when they had that independent road under way, that they were going to be friends 
of the public and sell the coal for $2.50, was simply to get a right of way, that ia all. 
They are interested in getting a high price for coal. Forty per cent of $4 is $1.60: 
that leaves them $2.40 for the coal at the mines. Forty per cent of $3 is $1.20; they 
get $1.80 on that basis. 

Q. I have been informed that the rate for carrying hard coal to tide water is 
something like 10 mills per ton per mile, and that the charge for carrying soft coal 
is 2,1 mills per ton per mile. Now, you should be familiar with that subject. Can 
you say whether there is any such difference as that between the charges?— A. One 
hundred and sixty cents, the average for 160 miles, is 10 mills— a cent a ton a mile, 
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isn’t it? That is a mathematical calculation easy to be proven. The soft coal that 
is brought to tide water is carried for less money; but they are two different items, 
and they do not enter into competition at all. 

Q. Is it true that they do not enter into competition at all?--A. It is, 

Q. Is it not true that in the past, when the price of anthracite coal has been 
put up to a pretty high rate, that soft coal has been induced to come in for that 
market?— A. For what puriiose? 

Q. Well, for general purposes.— A. It is not used for general purposes. You do 
not burn soft coal in your house. Some of the minor grades of anthracite coal 
have latterly been pushed as steam coals. Up to within a few years those were 
all thrown on the dirt bank, as they call it Now we are going through the prob- 
lem of reclaiming the dirt bank, or shipping as much as we can of the product of 
the mine to market, without sending any to the dirt bank. Those junior sizes 
are brought into the market and sold for a price. 

Q. (By Mr. Conokr. ) They < omiiete with the soft coal, do they not?— A. They 
generally sell for less money. 1 do not see that there is any competition in that 
when soft coal is worth .S3 aO and they sell that for .$3. 

Q. Was it not jiroposed to use sol t coal in the city of New York in manufactur- 
ing at the time of the strike? —A. Soft coal was used; soft coal is used in this town; 
soft coal is used here constantly: a large amount of soft coal is used here. Soft 
coal can be burned here or anywhere else without making a smoke nuisance of it. 
The health code does not say anything about the nonuse of soft coal: it is only 
that it shall not be used so as to make it a nuisance to anyone. That is all that 
the section in regard to the burning of soft coal is: that it must not be used to 
make a nuisance. Soft coal can be burned. Soft coal is burned all over the 
United States, you might say. without being a nuisance. 

Do you know what percentage of the product ot the output of the anthracite 
mines is now used for steam purpos s.' -A. Perhaps 2') per cent. 

Q. Would it bo as high as 40 per cent?— A. No I don't think it would. Wo 
used to take about 40 per cent, but in the changes of the trade wo are gradually 
making domestic coal of pea coal that used to go into these small sizes and be 
thrown away or used for .steam at the mines. Trade is changing continuously, 

Q. Well, if soft coal is used generally for steaming purposes, and some of these 
junior .sizes of hard coal are sold to a man who uses it to make steam with, does 
it not come info competition with the soft coaP— A. 1-do not (“onsider that they 
come into competition at ad. I think they both have their use and value. 1 do 
not put them parallel, coming into competition with each other. 

Q. Do you think there is any connection between the prices at which the two 
kinds of coal are sold? A. The prices are regulated by the demand. That is all 
that you can say. Last fall the junior coals were in very, very short supply, 
owing to the strike. The strike lasted (5 weeks, our stock of small coal was 
eaten up. 

Q. Did not that circumstance increase the consumption and, naturally, the 
price, of soft coal?— A. It made a demand for soft coal, and in some instances the 
price was advanced. 

Q. What is the present price of the domestic sizes of this hard coal at tide 
water; do you know?— A. About .'i:4.2.-> wholesale. 

Q. And the roads get 40 per cent of tliat amount for the haul?— A. The railroad 
gets 40 per cent. 

Q. (By Mr. C. J. Hakuis.) That means delivered on the other side of the 
river?— A. Yes, 

Q, What other terminal charges are there to get it to New York and Brooklyn'.-’— 
A. The terminal charges are covered by the rate of freight, as it is called, for the 
boatmen, whose boats go to the Jersey side and bring the coal over to New York 
and Brooklyn. 

Q. About how much would that char.ge be a ton?— A. About 20 cents. 

Q. (By Mr. Conoer. ) You say the presimt price is about .$4.25'?— A. About .$4.25 
wholesale; yes. 

Q. Do you know what it averaged last year approximately— is it higher now 
than it was a year ago?— A. No. 1 think not. I think I could make the statement 
that practically the average to day is about the average of last year. 

Q. Is it higher now than it was a month or two months ago?— A. No; two 
months ago there were some spot cargoes of coal selling for $5.50. 

O. Is it higher now than it was -say, five years ago— in 1895 or 1890?— A. Yes; I 
re^on it is, and it will be higher. 

Q. Have there been many changes in I he past five years in the price of this coal 
at tide water?— Yes; prices have changed very much, indeed, even within a year- 
in a year’s time, that is; not within the past year, but within twelve months’ time, 
you know. 
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Q. How wide has the fluctuation been?— A. Fifty cents at least, possibly 75 
cents. 

Q. Not more than 75— there has been 75?— A. I think so; say from the spring 
prices to the winter prices. 

Q. That change in the price has been on account of seasons particularly?— A. 
On account of the seasons. They all sell at low price in the summer. 

Q. How low a price have you ever known at tide water for coal?— A. Two dol- 
lars to ,$2.25. 

Q. You have known it as low as $2 and $2.25, as against .$ 1.25 now?— A. Yes. 

Q. What reason do you give the commission for that radical change in price?— 
A. To reply to that question it is necessary to go back to the date of the auction 
sale in 1876, in Hanover Scpiare, when they sold .500,000 tons of coal. The price 
began to go down, and the people had the coal at their own price. Coal was sold 
within half an hour after the sale was over at $1.50 advance by the people who 
bought it there. So that sale is no criterion. (In 1870 there was another low 
range of sales at auction.] 

Q. That price, then, of ,$2 was an extraordinary price'?— A. You asked how low 
com was sold. Coal lias sold as low as ,S2 a ton in this harbor, but a comparison 
between that price and $1.25 would hardly be fair. 

Q. What would be a fair comparison lietween the price now and that of twenty 
years ago'-*— A. I think they sold coal for .$(1 twenty years ago, during the whole 
season. 

Q. Six dollars at tide water?— A. Yes. 

Q. Perhaps 1 should have said twenty-two years ago; that was after this low 
period, or the period of low prices.— A. That was the period of low prices, due to 
overproduction— throwing too much coal on the markt't. 

Q. In your opinion the low prices ot twenty-two years ago were occasioned by 
overproduction?— A. Yes. 

Q. (By Mr. C. J. Harris.) What was the average price of the coal at that time 
compared with now, leaving out this -this auction .sale; this one item?— A. Well, 
1 venture to say we were getting from $I to .$5 a ton. 

Q. A bout the same as now?— A. Yes. 

Q. Has there been an improvement in the use of machines in mining that would 
lower the cost of mining since theip— A. No; on the contrary the expenses are 
greater. 

Q. Do they use any coal machinery in mining in anthracito mines?— A. No. 

Q. The price of powder has materially declined since that time, has it not?— A. 
Yes; we thrashed that question over last fall. The ptice was $2.75 some 20 odd 
years ago. Powder can be had now for $1 .50 a keg. 

Q. Is powder an important item in anthracite mining?— A. No, not a very large 
item. They use something like 1,500,()00 kegs of powder, and about 4,000,000 
pounds of dynamite: they get out about 60,000,000 tons. Wo are working coal at 
greater deptlis to-day than 15, 20, or any other number of years liack. We liave 
more water to pump; we have thinner seams. 

Q. (By Mr. Kennedy.) You said the low prices of this period you spoke about, 
when coal was sold in Hanover Square, were due to overproduction. Is tlie pro- 
duction regulated now so that there is no overprodin lion?- A. Do not think there 
is any regulation to-day at all. Sometimes I wisli there was. It would keep the 
trade in better shape. Trade is always in better shape when the production is 
even and the price is even throughout the yi'ar. If that could ever be done, if we 
could divide the tonnage into 12 monthly proportions, we should have trade 
in very much better shape. We are producing to day at the rale of soinelhing 
over 60,000,000 tons a year. Last month and December we have been running at 
the rate of 5,000,000 or 5,350,000 tons a month. Well, the market won’t take 
60,000,000 tons of coal, so there must be some months during the >ear when we 
must reduce that production. Now, if you call that regulating the coal trade, 
there you are; that is all I can say, 

Q. Can you say how much difference there is between the price of coal nowand 
the price in the recent years of depression- 1893 to 1896 and 1897?— A. I think the 
market is in very much better shape so far as prices are concerned, but I think 
that condition is entirely due to the increased demand for coal. 

Q. I wanted to know if the price went down to anything like it was at this 
period you spoke about when the auction sale occurred'; if it was so low or if it 
remained comparatively steady and strong during those years of depression. —A. 
If we had agajn a period of depression, the price would bo reduced, J have no 
doubt. In 1893, 1896, and 1897, it was pretty slow business everywhere. 

Q- How much fluctuation is there in the total consumption ot coal between 
those years, for instance, as between a poor year— 1893-94-95— and a good year 
preceding or following? — A. That is, in the consumption of coal for domestic 
purposes? 
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Q. Yes.— A. That is an economic question, isn’t it— a social economic question? 
It is very interesting, too. I have looked into it a good deal myself. I should 
think about 15 per cent. 

Q. (By Mr. Cdnoer. ) It might be well if Mr. Saward would say what the total 
consumption is now, approximately.— A. We are working to-day at the rate of 
60,00(),0()() tons a year; that is, of anthracite coal. That is the production. 

Q. And what do you estimate will be the consumption?- A. If we have a con- 
tinuance of the demand ot these last three months, it is all going to be burned up 
There is no stock on hand anywhere to-day. In addition to that you must under- 
stand we are producing about 180,000.000 tons of bituminous— just about three 
times as much. 

Q. Yes: but you testified that the consumption of bituminous coal, in your 
opinion, at least was not affected by the consumption of anthracite coal.— A. It is 
not. One does not affect the other, practically. I only gave you that fact so that 
these gentlemen might not think that anthracite coal is “ the only thing.” We 
get something else ht-sides anthracite in the United States. We have 240,000,000 
tons of coal this year, which beats Great Britain by about 15,000,000 tons. We 
have the greatest country in the world to-day in coal production, as we have in 
almost everything (‘Ise. 

Q. Do we export any of this anthracite coal?— A. Our best outside customer is 
Canada, wliich takes about 1 ,500,000 tons. 

Q. I was referring to the Kuropean trade.~A. Across the water'^ No; we do 
not send any anthracite (o Europe. 

Q. Do we have any export trade in soft coal?— A. We have. We are increasing 
very largely in soft coal. You c.in not send any anthracite abroad till you send 
people over there with stoves, and show them how to burn anthracite coal. 

Q. You testified the price now at tnle water was about $1.25 a ton?— A. Yes. 

Q. Is that price jiractically uniform for the same grade of coal between the dif- 
ferent producers or people who have it to sell?— A. I understand it is. That is the 
price. 

Q. And the price is the same with all of them, practically?— A, For that grade 
of coal. There might be .some discount— a few cents. 

Q. How is that ])rice fixed? -A. A man comes to the office who wants to buy five 
cars of coal. “ What is the price?” he asks. The jirice is given him. He won’t 
give it. He then goes down to Tom .Jones and inquires, What is your price?” 
Perhaps he is told $4.25. He then goes back to the first man, if he feels like it. 
There is no such thing as fixing the price. 

Q. The dealers will ask the same ])rice, it .seems?— A. Certainly they do, because 
eacn Imows that his coal is worth the s.iiiie money as the other man’s. 

Do you think there is any unison of action there— any agreement between 
them?— A. I do not think there is any agreement between them. They understand 
the value of their product. One nian is not going to sell his for less than the 
others, becau.se ho .says liis i.s just as good as the others’. I do not think there is 
any cast-iron agreement, or anything ot that kind. 

Q. Is there any tacit uiiderstandmg?— A. You will have to ask some of the gen- 
tlemen connected with the business for that information. If they have any under- 
standing, 1 do not understand it to be so— that there is any tacit understanding. 
Some of these gentlemen connected with these companies, if they were brought 
before you, might answer the question yea or nay. 

Q. (By Mr, Kennedy.) I have often read in the New York papers that there 
was an antliracite-coal trust, and I have heard people testify to that effect. You 
should bo an expert in that subject, conducting The Coal Trade Journal, and I 
should like to ask you whether there is an anthracite-coal trust or anything that 
partakes of the character of a coal trust?— A. I do not know that there is. 

Q. Would you say that there is not?— A. Who are these gentlemen who testify 
that there such a thing as a coal trust? 

Q. Well, an independent producer is the gentleman I have reference to.— A. 
What is the definition of the word trust? 

Q. I will call it combination. I know your technical point there.— A. No; I 
do not want to ask you any questions there at all. 1 only want to use that means 
to enlighten you as well as some of the others who say that there is such a thing as 
a coal trust. Now, in order to have a trust or agreement there must be parties to 
the agreement. 

Q. (By Mr, Ripley.) Is it nbt true that a large number of the coal-carrying 
roads are owned by the same people?— A. It is true that a very great many of our 
rich people to day are interested as shareholders in the various anthracite coal-pro- 
ducing and coal-carr> ing companies. 

Q. Are not the same men directors in a number of these comranies?— A. To a 
considerable extent. You will find that the Vanderbilts and the Rockefellers, one 
and another, are interested in these various companies. 
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Q. Can you state which of the companies apparently have the same men as 
directors, so far as your knowledge goes?— A. You will have to get Poor's Manual 
and work up those details from that. I could not tell you offhand. 

Is it not a fact that the Lehigh Valley, and the Erie, and the Reading, and 
the Central of New Jersey are supposed to be more closely united than the other 
roads?— A. There is where you get community of interest, in that several people 
are in those various enterprises; yes. If that is what you call a trust, combina- 
tion. there you are. I do not call it so. As I said before, I have known this trade 
about 40 years, and I have been running the paper 81 years, and I have seen trusts 
or combinations, one thing and another of that sort, too often. I do not call this 
anything like a trust or combination that we have to-day. It is not like we had— 
a little bit of ancient history—in 1874. Then there was a meeting; an agreement 
was come to that such and such things should bo done, and if other things were 
not done there .should be a penalty. That agreement went to pieces of its own 
weight in 1876. 

Q. Was there not another attempt in 1886 or 1887?— A. It ran along from 1886 to 
1888. 

Q, Yes, and was there not another attempt made in 1893?— A. No, no; 1891 and 
1898. 

Q. Under the leadership of wliat road?— A. Mr. McLeod tried to bring about a 
combination. 

And what was the cause of the failure?— A. Invading the territory of some 
of the other railroad magnates when ho crossed the Hudson River. 

Q. Will >ou give in somewhat greater detail your opinion in the matter as to 
the cause of the failure of that attempt to consolidate the anthracite coal roads?— 
A. T do not think it received the financial support that Mr. McLeod expected; I 
think that was the primary rea.son. 

Q. If there had been sufficient financial support at that time, such a combina- 
tion might reasonably liave taken place'-'-- A. That was a combination that ran the 
price of coal up 81.7') a ton inside of !• months. 

Q. What was the relation between the roads, which took place in that combi- 
nation; was it in the nature of a purchase or a lease?— A. Those were leased roads 
at that time. 

Q. What has taken place recently between the Reading Railroad and the New 
Jersey Central? Have you any knowledge respecting that jioint?— A. As I under- 
stand it people connected with the Reading Company have bought sufficient 
shares in the (Central of New Jersey to acquire the commanding interest there. 

Q. Has it been an actual purchase? Have they bought stock, or have they 
actually purchased the road?— A. No; bought shares of stock. 

But leading virtually to the purchase of the road?— A . The transaction might 
lead in that way. The man that owns the stock owns the road, if he has (‘nough 
of it. 

Q. In other words, would this meet the situation— that in 1898 they attempted 
to combine by leasing, and in 1901 they attempt to combine by purchase? --A. Sev- 
eral of these people have increased their holdings in all these other lines, and in 
that way secured the control. 

(By Mr. Congeu.) Such a community of interest between these railroads 
might be a very good reason for asking the same price for coal, might it not?— A. 
That would be. There will be no higher price asked for coal. It would be the 
greatest fallacy for these gentlemen to attempt to get any more money for coal 
than the prevailing price. 

y . In other words, you think the present price is high enough?— A. The present 
price is a fair price. The present price is a profitable price. At the present price 
there is no danger of a decreased consumption unless they strike a had year. If 
they are so unfortunate three or four years hence to get back some of those bad 
years like 1898 to 1896, the consumption of coal will be decreased from natural 
causes: but there is nothing in the situation from the trade standpoint to warrant 
any advance in price, and there are very good trade reasons for saying the price 
should not be higher. 

Q. (By Mr, Kennedy.) Perhaps economic reasons will prevail, but if this com- 
munity of interest scheme is carried to a successful conclusion, will they not have 
it in their power to put on arbitrarily the very last penny that the public will stand 
for coal?— A. Now, I think I have answered that question in my own way. ‘‘The 
very last penny that the public will stand;” you putit in that way. Now, I said, for 
very good trade reasons they should not increase the price beyond what it is at 
the present time. So that I think you are putting it in one way; and I put it in 
another. 1 would say no to that question; there is not any probability of such a 
course. 

Q. You say they would not have the power?— A. They might have the power, 
but they would not exercise it. 
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' Mr. Ripley.) What proportion of the total tonnage is prodnced by the 
ding road, can you say, approximately?— A. Of last year’s tonnage it was 
about 21 per cent. 

Q. Is that greater or less than its proportion of the tonnage 10 or 20 years ago?— 
A. 0, 1 think the Reading was running about 20 per cent even in those days. 

Q. Did it not run as high as 42 per cent on paperat one time?— A. No; 42 per cent 
when they had that Jersey Central-Lehigh valley lease, was it not? Not the 
Reading of itself. 

Q. Has not the allotment to the Reading, made 10 years or so ago, been at least 
as nigh as 00 per cent or 03 per cent?— A. No; I have no such recollection; I don’t 
think you could find confirmation of that opinion in the statistics. 

Testimony to that effect was offered in 1892 before a committee of the House 
of Representatives.— A. That allotment must have included the Lehigh Valley 
or the Jersey Central. That is, when those roads were leased, you know. 

Q. Was there then any change in the relative proportion of the coal produced 
or shipped by the different roads?- A. There has been very little, indeed, in the 
last 10 or 1.5 years. 

Q. Have not some new roads come into the territory within the last 10 years?— 
A. Yes; wo have the Ontario and Western, and the Delaware, Susquehanna and 
Schuylkill. Those are two new roads. 

Q. Would the Erie and Wyoming Valley come in there?— A. Oh, yes; the Erie. 

Q. The Erie and Wyoming Valley?— A. That is a part and parcel of the Penn- 
sylvania Coal Company. 

Q. Yes, or was it sold at the time the Pennsylvania Coal Company was sold to 
the Erie Railroad?— A. I understood so. 

Q, And is operated by the Erie Railroad? -A. Yes; operated by the Erie. 

Q. You say the relative proportions of coal shipped by these roads is not chang- 
ing much at the present time?— A. It has not changed very much in all these 
years. 

Q. Suppose one of the roads were to ship more than the usual or customary 
percentage, what would happen? Suppose, in other words, that the Reading 
roads would begin to ship 30 per cent of the total output?— A. Thirty per cent, 
being entitled to 21 per cent? 

Q. What do you moan “being entitled to 21?”— A. That is the proportion of 
the tonnage: that is the way it works out. 

Q, Do you mean anything specific by “being entitled to 21 per cent? ”— A. The 
coal shipments are divided up into percentages. 

Q. Is that division made at the present time?— A. Their proportion is, they say, 
21 per cent. 

Q. Who says 21 per cent?— A. Well, I say that is the way it figures out. If you 
take last year’s production, their tonnage is 21 per cent of it, 

Q. Is the Reading Railroad producing up to its maximum capacity? Could it 
not produce much more coal than it does at the present time?— A. You would 
have to ask Mr, Luther, of Potts ville, that question; I wouldn’t answer it. 

Q. Your statement is, then, that this proportion of tonnage to each road is purely 
a result of chance?— A. Not of chance at all. It is controlled by what they do in 
each year. 

Q. Whom do you mean by “they?”— A. The several companies. 

Q. They come together, then, and agree upon allotments?- A. No; there is the 
production last year of 47,000,000 tons; out of that the Reading gets 10,000,000 tons. 
That works out something like 21 per cent, and the others work up to their several 
percentages. 

Q. But it could produce more?— A. It could produce more; it has the colliery 
capacity. 

Q. You think thovanthracite properties generally could produce more coal than 
they do?— A. Yes; they could all produce more. 

Q. Suppose any one of them should attempt to produce more than the allotted 
proportion what would happen? Would there be any safeguards for the other 
roads? Suppose, in other words, one of the roads should attempt to double its 
output in a given year?— A. Don’t ask such foolish questions as that. Why should 
they attempt to double the tonnage; they can’t sell more than so much coal? 

So much is sold as a total in a year, but one company might increase its pro- 
portion of that total, might it not?— A. Do you mean to ask whether a given com- 
pany has the capacity for doing more? 

Q, Certain of the roads have come into the field in the last ten years and have 
built up a trade of their own, have they not? Yon mentioned the Ontario and 
Western,- A. They have taken care of the increased tonnage that has been 
demanded. 

Q. (By Mr. Conger.) You say these roads could produce more co^l; why don’t 
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they do so?—!. Because they can’t sell at a profit. Why, it is like that chapter in 
Henry George’s Political Economy where a man sells 100 things for one price, and 
if he increases the quantity by 10, the increase has an effect not only on that 10, 
but on all the rest. I have noticed it many times in the last number of years when 
they produced too much coal. 

Q. (By Mr. Kennedy.) It would look as if there was an agreement, then, if 
some of them did not produce up to something like their maximum producing 
capacity, to keep the production down?— A. I gave jou infonnation on that point. 
I said that during this month and last we ha\’e run at the rate of 60.000.000 tons a 
year, and when it comes summer time we will have to reduce. We can not sell 
60.000,000 tons at any price in this market. 

Q. (By Mr. Ripley.) What do you mean by “their tonnage,” referring to the 
Reading company?— A. Tlieir proportion or percentage that has been divided in 
the course of years, 201. 201, 21 h 20.1, or what it averages for years. 

Cj). Does the Pennsylvania Railroad participate in a proportionate arrangement 
of that kind?— A. Never. 

Q. Why not?— A. I do not know. 

Q. Can you give any answer why it does not?— A. fSimply because it lias been a 
free lance. 

Q. Free lance against what?— A. Against the rest of them. 

(J. Has their proportion remained fairly constant?— A. I think so. 

Q. About what figure?— A. About 10 per cent; 0, 10, 101, 11. 

Q. Is it not true that at various times wlnm the companies did agree formally 
upon prices, that the Pennsylvania Railroad relused to accede to such an agree- 
ment— A. I think you will find tla^y have always refused. 

Q. Always stayed outside of any agreemi nt? The agreement, then, between 
roads as to such allotments and of prices which were formerly made does not 
exist?— A. I do not know of any agreement at the present time. 

(^. But there was one formerly, .say 10 years ago?— A. Yes; we have had several 
in the last 80 years. 

Q. (By Mr. C. -f. Harris.) Has there been an increa.so in the price of coal— an 
unusual increase in the price of coal in tho last 5 months— I or 5 months?— A. 
Eliminating that perio<l of the strike and shortly after it. No. 

Q. Are prices about where they were last winter at this same period of time?— 
A. I think so. 

Q. I should like to ask if you know anything about tho condition of labor in tho 
anthracite mines?— A. At the present time, since the resumption of work after 
the strike, labor has been better employed at the anthracile mines than at any 
time during the past 20 years. There has been more constant labor, the wages 
received liavi' been better, and tho outlook is for a continuance of such good con- 
ditions during tho present year, with the po.ssible exception of a little less demand 
during the summer months of July and August, as usual, 

Q. (By Mr. Ripi.ey.) Have you any data as to the cost of the production of coal 
at tlio mine mouth in different parts of that territory?— A . No; I have not. I have 
seen so many statements in the last 80 years that it is hardly worth while to make 
an answer to that question, 

Q. Are not some of those figures published in the companies’ reports?— A. I 
think there are figures published in these reports; but if so, you can divide tho 
amount of dollars of tlio cost by tho number of tons produced and thus get a cer- 
tain figure as to the cost per ton 

b). You have reason to suppose they are reliable?— A. I think all such reports 
are misleading, whether a man makes his price $1.10 or .$1.61, or any other ]jrice. 
It is so bc'cause I do not think that they charge up against the mining cost all the 
items that should go to it. 

Q. You mean, in other words, that certain items which are charged against the 
mining cost really belong to the railroading cost, or vico versa?- A. No; I think 
it would he directly tho other way, thatcert-im item,s have gone into the improve- 
ment accounts that ought to go to the actual cost account. 

Q. Will yon specify, not by name or particular company, but by naming the 
item for the sake of the record?— A. In some of these statements when you find 
people inclined to talk about what they have done in tho past years, and so forth and 
so on, thev make the cost all the way from $1 . 10 to $1.64. I have seen other people 
make it from $2. 10 to $2.40. One might bo a first rate year and the other a 1 ad 
year; one man would charge up one thing to an account and another man nothing 
to this account. 

Q. Can you state what proportion roughly of the cost of coal is due to labor at 
the mine mouth— a mere approximate figure?— A. A ton of coal in a car under- 
neath the breaker ready to bo shipped to market, what proportion labor is getting 
out of that price, whatever it naay be? 
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Q. What proportion of the cost of producing goes to wages?~-A. Eighty-five 
per cent. 

Q. And what increase in the price of coal has taken place since the strike last 
year?— A. Increase in price? 

Q. The price of coal is higher at the present time than a year ago.— A. Higher 
than it was before the strike? 

Q. Yes.— A. September was a low time. We had gone through July and 
August, and the strike was started on the 17th of September; we were at a low ebb 
of prices. Then we had a strike and the strike put up the prices. 

Q. How much?— A. Two dollars. Coal sold here at $0 owing to the scarcity, 
etc. People bought it at §4 or less, and sold it again at $6; but after the strike 
was over and there was a resumi»tioii of work and tonnage came through rapidly 
the price was perhaps 50 cents a ton better than it had been during the months of 
July and August. 

Q. Better than it had been during the corresponding months of preceding 
years?— A. No; I do not think quite up to that point. 

Q. Is it higher this February than one year ago at this time?— A. I think it is. 

Q. By about how much?— A. Twenty cents or 25 cents. On the general con- 
ditions, I will say about 25 cents better. 

Q. And what proportion of that increase of 25 cents is due to the fact that wages 
are higher?— A. Take 85 per cent at the mine; the increase in wages was from 13 
to 1() cents a ton; so I am not very far out of the way. I said 85 per cent; you 
might modify that a little. But you know in addition to the wages of the miner 
you have a great many other items that go into the cost per ton. Now, here is a 
question of employment in your plan of imjuiry; “the number of children em- 
ployed;'* who said there were any children employed? 

Q. (I3y Mr. C. J. H arris.) Well, what do you say -aio there or are there not?— 
A. The law of the State of Pennsylvania says that no one should go below ground 
who is less than 14 years of age. 

Q. Well, are there children employed over 1 1 years of age';'— A. Below ground? 
Boys? Yes; but very few. They are simply door boys. 

cj. (By Mr. Conoer. ) C'onsiderable of this hard coal is shipped West, is it not?— 
A. No. You can not say '‘considerable;” 10 ];er cent is not considerable. 

Q. Is that all that is shipped West'?— A. Yes, sir. 

Q. Is not Buffalo (luiteamarket?— A. 2,000,000 tons are the figures tor the year. 

Q. Are you familiar with the prices of coal at those Lake Erie ports?— A. Yes, sir. 

Q. Summer prices there are usually lower than late fall and winter prices?— A. 

Yes. 

Q. About a third difference, is there not? -A. The same difference that prevails 
round about here: 50 cents a ton is the range. 

Q. Usually 50 cents a ton'?— A. Yes. 

(J. Now, about what time does that change, or the increase in price, usually take 
place— the Ist of October?— A, The Ist of October, call it, last year; but we had a 
strike last year. 

Q. That interfered with the regularity?— A. Yes; upset the regularity. 

Q. Is it or is it not a fact that when the increase from summer to winter prices 
on coal takes place it takes place with all dealers and all producers on the same 
day?— A. No; I am sorry to say it does not. There are a lot of "suckers” out 
there that don’t change their price. They have a lot of old orders on their books. 

Q. (By Mr. Kennedy.) Don't the dealers in the distant cities receive word upon 
the same day— all of them— that the price has changed?— A. Oh, yes; there is a 
circular issued— a circular that prices are so and so. Why, there is some coal 
going up there now that they claim was sold last summer. 

Q. (By Mr. Conger.) Who makes this claim, the dealer?— A. The dealer. 

(J. Is this dealer you refer to acting independently or acting for a producer of 
one of the railroads?— A. I guess ho is acting for himself. He does not give the 
producer a chance. He claims he has contracts at ’ast year's prices which are still 
good. 

Q. Is it or is it not a fact that on a certain day all of these producers raise their 
prices to the wholesalers and to the jobbers? Is it not usually the case that the 
increase from the summer to the winter price takes place with all producers at a 
fixed day?— A. Circulars are issued by one and another, and if you are a dealer in 
town, the first or second mail after the first of the month you are apt to get a half 
dozen circulars and the prices quoted will be all alike. 

Q. How can you explain this uniform action if there is no agreement?— A. Oh, 
I don’t know. It is the advance in civilization, I guess. Possibly it is the hyp- 
notism that prevails— the unity of minds; all think alike. I do not know but there 
is a telephone that might be used by somebody to ask, “ What are you going to 
ask for coal? I have my circulars all at the printer’s, and I am ready to send 
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them out. 1 am going to ask so and so.” “All right,” might be the response; “ I 
will ask the same.” 

Q. (By Mr. Kennedy.) Community of interest fellows, they are?— A. Yes; there 
is a mutuality of interest. 

Q. (By Mr, Conger.) You would not call that a combination, however?— A. 
No; I would not call that a combination. I’ll tell you why I would not call it a 
trust or anything of the kind- because there might be somebody who would say, 
“No, I won’t put up my price; buyers all go somewhere else.” Such things have 
been known even within the last twenty months. 

Q. (By Mr. Ripi.k v. ) Can you specify a time at which that happened within the 
last twenty months?— A. No: I do not recall a specific time at which that hap- 
pened, but as a general thing there have been times when dealers wanted to put 
the price up and it would not pay to put it up. 

Q.' That i^, those who wish to raise the prices have to keep at level with those 
who refuse to raise’?— A. With those who refuse to raise. 

Q. And has the Peiinaylvania company always refused to go into such an 
arrangement’? —xV. Yes; I think the Pennsylvania has always been on the outside, 
as the saying is; but there are shippers down here who have coal to sell, and they 
generally come pretty near the market. 

Q. (By Mr. Conoer.) This communication by telephone or wireless telegraphy, 
whatever you might call it, answers the same purpose as the combination would, 
does it not?— A. It seems to be a wonderful invention; it beats writing on a piece 
of paper and putting a signature to it. 

Q. In what way does it beat it?— A. No record kept. 

Q. In other words, if there were a record kept, would it be an illegal combina- 
tion. conspiracy, or something of that kind?— A. So construed by a good many 
lawyers in Congress, you know. 

Q. It might be conspiracy in restraint of trade’?— A. It might be. 

Q. But if it is done by telephone or wireless telegraphy it is not? That is the 
advantage, I suppose. 

(No reply by the witness.) 

If this uniformity of action did not take place, in your opinion would not 
the price of coal be less? In other words, there probably is not free competition 
at all times now, is there? They do not cut each other’s throats very much at the 
present time?— A. No; they are not cutting each other’s throats. It is a good 
thing they are not. If there was not some understanding as to what this coal 
should soli at, the conseiiuence would be ruin— ruin to the State of Pennsylvania, 
to the principal industry of the State, and to the mining and shipping of anthra- 
citecoal. The railroads would go into bankruptcy, once more in the hands of 
receivers. The Reading has been in the hands of the receiver several times within 
my knowledge, simply on account of that free and open market that people are 
talking about. 

Q. You do not believe m a free and open market’?— A. At the time coal sold at 
$•3.00 that was a free and open market. We had a combination then, but the 
parties to it could not agree. Some fellow was shipping more than his tonnage. 
They said, “ All right: we will find out what the market price of coal is,’’ and they 
put it up at auction. They found out what the price was. It was only that price 
for half an hour. As 1 said, it afterwards sold— the same coal— at an advance of 
$1 and $1.50, and the market price of coal that day was not really $3.00, but $^1.50. 

I will have to ask you what was the market price that day’?— A. It was the 
average price obtained for the whole lot— nearer .$3.35 than anything else. 

Q. Your idea is that the fact of these coal roads going into the hands of receiv- 
ers. as many of them did a few years ago, was caused by competition, by this free 
and unrestricted competition wo hoar so much about, and that this competition 
is not a good thing?— A. Not a good thing. How many times has the Reading 
been in the hands of a receiver in the last ten years’? 

Professor Ripley. I suould say, on a guess, you are right in your estimate of five 
or six times. 

Q. (By Mr. C. J. Harris.) Was that condition entirely caused by the low price 
of coal?— A. I think so. Coal was their principal tonnage— anthracite coal. 

Q. But wag not the road overcapitalized’?— A. It has not paid a dividend in a 
great many years, so it wou'd not be from paying out dividends. 

Q. The road might be overbonded or overstocked?— A. As long as it doesn’t pay 
any dividends, why, you can't say it is due to that cause. If they had been pay- 
ing, as some of these iieople were paying, M per cent dividends, 13 per cent divi- 
dends, long years after they ceased to earn such, then you might say that it was 
due to that sort of thing that they failed. 

Q. (By Mr. Riplby.) Are there not a number of these roads that hold territory 
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for future development, and which they are not mining at the present time?— A. 
Not a number of them. 

Q. Not a number of them? For instance, the Reading Railroad in the Schuyl- 
kill region. Is it mining from all its extent of territory?— A. That company has 
coal for 100 years. 

Q. When was that land purchased?— A. In the seventies, I think. 

Q. And it has been undeveloped, a large part of it, since that time? 

(No audible response by the witness. ) 

Q. What has paid the interest charge on carrying that amount of undeveloped 
property? 

(No response by the witness. ) 

Q. Has that holding been an influence in putting this road in the hands of a 
receiver— the carrying of such a large amount of undeveloped land with a debt 
on which it has to pay interest?— A. You ii*....' to say they issue bonds to pay for 
that property? If they issued stock they would not have to pay any interest, 
would they ? 

(D. I asked you the question.— A. I am asking you another. 

Q. Did they issue any security, either stocks or bonds, for the purchase of those 
coal lands?— A. They must have issued bonds for it; they must have issued some- 


thing for it. 

Q. And is not that land carried at the expense, to some degree, of the present 
consumer of coal? In other words, is not the present consumer of coal paying the 
carrying charge on the inve.stment for the ne\t one hundred years?— A. You might 
say yes to that question; thentlie next thing to be answered would be, How much 
does that amount to per ton? or else it is not a fair question. 

Q. Have you any means of judging?— A. No, I have not; but I should think it 
was not very much. 

Q. Can you state what the debt of the Reading Railroad is at the present time, 
approximately? — A. I think its stocks and bonds approximate about .$1.10,000,000. 

Q. And can you state about what proportion of the total coal territory of the 
Reading road is being developed and worked at the present time"''— A. I can not; 
because it is working out some of its territory evp*y day and every year. Under- 
stand, coal does not grow; we’ve got to have it for the future. Ten years hence 
some people up in the northern district won’t have a pound of coal; then you will 
be glad the Reading has it, 

Q. Are there any other companies carrying undeveloped coal lands at the expense 
of present earnings?— A. To a very small degree. The Reading has by far the 
greatest bulk. . 

Q. When was that purchase of land made as a whole? — A. I think it was made 
in the early seventies, under Mr. (iowan. 

(^. Were any further purchases made to any large extent under the management 
of the years 1800 and 1893?— A. Very little indeed; very little. 

Q. Is that coal in the southera territory as accessible, and can it be mined as 
cheaply as coal in the Wyoming region'^— A. No. 

Q. And for what reason?— A, The coal lies deeper. 

Q, Is it of equal quality?— A. The best quality of coal in the world is right 
around there in the middle of that green patch [referring to map] . 

(3. In the Schuylkill region?— A. Yes; there’s liard, bright coal down there. 

Q. And why was the development of individual operation so much less marked 
than in the northern territory? You say the coal is of better quality?— A. The 
operators came in afterwards, after this lower territory had been acquired. 

(^. But it is impossible for any coal lands to be procured in that southern terri- 
tory at the present time: they are all bought up?— A, The Reading bought out the 
individual operators down there. r ^ 

Q. And it carries those lands at the present time as an asset?— A. Yes; I think 
it has a go^ one. I would like to have it. 

Q. i agree with you perfectly. The question is as to what pays the interest on 
the debt contracted for it?— A. The interest cost per ton is not very much on that. 

Q. (By Mr. Conger.) How much would it be, a few cents or a dollar?— A. A 
few cents. ^ , 

(D. How much would it be approximately?— A. I should say not .5 cents a ton. 

Q. (By Mr. Kennedy.) Then the public pays that charge, on each ton of coal— 5 
cents?— A. You might say they pay that, and might economize in some other way 
to offset it. You can’t run a scheme cheaper than the Reading is running its 


^^Q^^y Mr. Ripley.) You say the debt of the Reading is approximately 
$150,(X)0,000?— A. I think so. 

Q. At 4 per cent the interest would be about $8,000,000 a year?— A. Yes. 

Q. What is the total coal output of the Reading, approximately, at the present 
time, the total tonnage hauled?— A. Do they carry coal altogether? 
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Q. No; I ask concerning their shipment of hard coa]?— A. They carry about 
15,000,000 tons of coal of all kinds. 

Q. And you say that $6,000,000 a year is required to pay the interest charge on 
carrying the lands?— A. That is what you said; they have a debt of $150,000,000; 
that includes a lot of stock that does not pay any dividends. 

Q. I was simply trying to g-‘t at the relative burden.— A. According to that you 
have 50 cents a ton on hard coal; but what else do they do? They carry 13,000,000 
passengers; they carry 30,000,000 general freight; they carry about 5,000,000 tons 
of bituminous coal; so you can't throw all that expense on the hard-coal business. 

Q. (By Mr. Kennedy.) You made a statement a while ago that I think was a 
little bit astonishing to most people, perhaps, that there is no such thing as com- 
petition between soft and hard coal?— A. Yes. 

Q. Did you read an article in the New York Times a week or ten days ago, by 
somebody writing under the noin de plume of “ J," on that subject'"— A. I said in 
my paper that he was a “ jay" in more ways than one. 

(Continuing.) I wanted to ask if there was any truth in the statement the 
writer made that the great magnates are ac(]uiring an interest in the soft-coal 
roads so as to control the production of anthracite coal"— A. Yes; I know the fel- 
low that wrote that story. It is one of those things the air blows back and forth. 

Q. Would you care to say whether you believe the interests ol the public and the 
coal producers will be subserved by a commiinity-of-interost arrangement between 
the different coal roads, by which they will havo an understanding es to what the 
production shall be?— A. T think the interests of the public will lie conserved far 
better than they ever were before. Put that on record to the fullest degree. We 
will have more regularity, better and more even conditions than we have had. 

Q. (By Mr. Conoek.) Do you think the public would havo to pay a lower or a 
higher jirice for coal?— A. I have covered that. 1 said it would be no higher. 

0. No higher than at present, you said?— A. The present is not a high price for 
coal. 

Q. By what standard do you measure when you say that the present is not a 
high price for coal? Would not the public bo better off if it could luiy for $3.36 
instead of $4.35?— A. How many tons of coal do you burn a year? It does not 
amount to anything— all tho.se things have come up from time to time. The pres- 
ent is not a high price for coal compared with the price of 5. 10, 15, or 30 years 
ago. The price will probably be reduced after the 1st of April for the summer 
trade. 

You think the present price of coal is not high compared with its cost?— A. 
I do think so; it is not a high price. 

Q. (By Mr. Kennedy.) I would like to ask if there arc anthracite deposits to 
any considerable extent in other parts of the country than Pennsylvania?— A. No. 

Q. Are there anthracite dejiosits in Colorado?— A. Yes; I tliink there is some 
coal in Colorado. I think they dug out some 90,000 tons last year. 

Q. Do you think the area is very small?- A It is very small, indeed. 

Q. (By Mr. Ripley.) Does any anthracite coal go to the Pacific coast?— A. 
From here? 

Q. By water?— A. Occasionally a cargo. Omaha is about our farthest western 
point. 

Q. (By Mr. C. J. Hakris.) Have you any further observation or testimony that 
you would like to give us before you go?— A. No; I think not. I think wo have 
run along on thi.s subject pretty thoroughly. We have not followed these ques- 
tions, but still, at the same time, we have given the essence of answers that might 
be made to them, although not in categorical order. The anthracite trade is an 
enormous trade, and it has goiK' through a great many hardships since the time 
that we mined, say, 10,000,000 tons of coal a year. Some people have made a great 
deal of money; there have been a great many other fortunes lost; people hung on 
too long. Tne best man to-day in the trade is the land owner. He sits by and 
does nothing, and gets his 35 cents a ton royalty. That is very largely paid in 
that upper district there where you see all those patches [referring to mapj, 

Q. Is labor adequately compensated in the anthracite region?— A. I think so. I 
talaed with men above ground and under ground during that last strike. I made 
it my business to be there and talk with them, and as long as they get full work at 
good prices they are satisfied. 

Q. (B^ Mr. Kennedy.) Have they full work?— A. That is, work such as they 
are getting to-day. 

Q. (By Mr. Ripley.) They don't work six days in a week, ten hours a day?— 
A. They tell me they can't work six days in a week and stay at it many weeks at 
a time. Coal mining is hard work; they don't want to work three hundred days 
in a year. They can’t do it. Two hundred and fifty days is about right. 
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Q. Do they work two hundred and fifty daj^s?— A. They have not averaged two 
hundred and fifty days, hut they probably will now. 

Q. (By Mr. Kennedy.) Have not two hundred days been about the average?— 
A. Two hundred, two hundred and ten; some two hundred and fourteen; some 
even more than that number; others less. Some of them ran down as low as one 
hundred and seventy-four, I think, last year, and others ran up to two hundred 
and forty-four. 

Q. Do you look with approval on the work done by the United Mine Workers’ 
in that region within the last year?— A. I think they were very largely right, very 
largely right. Mitchell did what nobody else could do, that all ot these presidents 
never were able to do— brought about absolute cessation of work in order to restrict 
the woduction. All the joint agreements ever made never brought about such a 
result as he brought about. 

Q. How does his work tend to restrict production?— A. Didn’t he order the men 
all out? He got them all out— 150,000. 

Q. Do you mean to say that the railroad presidents have tried to do that in the 
past and could not succeed?— A. They tried to agree among themselves that they 
would not work this week or that, and there was generally some “hocus ]) 0 cus” 
above ground or below, and days they were supposed not to bo shipping they were 
getting coal ready, and when it came time to ship they shipped as much in one 
day as ordinarily in two. 

Q. Do you believe in arbitration in disputes between labor and capital?— A. Yes; 
I have advocated it thoroughly for the last thirty years. 

Q. Do you think when the interest is largely public, as in an affair of that kind, 
that both sides should be compelled, if they will not do it voluntarily, to arbitrate 
their differences?— A. Where does the public come in in that? 

Q. Is not the public a great sufferer when the production of a groat article like 
coal is shut off and the prices go sliding skyward?— A. It is. 

Q. Has it not a great interest then?— A. I don’t think the public had very much 
interest in this last strike. I think the people to fight it out are the people most 
directly concerned. They don’t want to oring in a third party. 

Q. Is not the third party the entire American people in matters of that kind? 
Did not the prices go up 25 cents a ton on the jieople as a result of thar> stTike?— 
A. The price went up 25 cents a ton as a result of the strike. That means that 
labor is the cause of the increasea cost to the American public. 

Q. (By Mr. Ripley.) But the companies receive the same return that they did 
before?— A. Net. 

Q. Net or nit?— A. I think so. [Laughter.] 

Q. (By Mr. Kennedy.) I would like to get your opinion as to whether both 
sides should not be compelled to arbitrate if they will not do so willingly?— A. 
Why, I don’t think you could legislate on that subject. 

Q. They have legislated on it in New South Wales, have they not?— A. (’om- 
pulsory arbitration would not be worth a stick at all. You have got to take the 
men on both sides. 1 have seen them, the operator on this side of the table and 
the men on that side of the table, about the right width so they couldn't hit 
each other, and they generally stay there for about three good sessions. At the 
first meeting they may almost come to blows: the second they sober down a bit; 
and the third time they straighten it out. Mutual concession.s are made on both 
sides of the table, and the thing is done and carried forward and made good for a 
year or two. They had a session at Indianapolis during the current month; there 
were 200 people present there representing the soft-coal interests of the country. 
The dispute is all settled pleasantly for another year. 

Q. I don’t know but that 1 gather the idea from what you said that the railroad 
presidents were much gratified to have Mr. Mitchell bring about that shut down?— 
A. I think they are gratified at the result. 

Q. Did they have any gratification during the stiike and previous to the strike 
over the prospect?— A. No, they did not; it was the contrary, a good deal of bad 
feeling. 

Q. Could not the result of that strike have been advantageous to the men as 
well?— A. Yes, it has been of great advantage to the men; they are getting more 
money, and they are getting steady work, and they were relieved of some of those 
conditions that existed there in regard to the powder charge, and so on. 

Q. Are practically all the anthracite miners in the union at the present time?— 
A. I think Mr. Mitchell claims now he has about 80 per cent of the actual workers 
in it. There are about 140,000 people altogether. Of course there are a great many 
boys that naturally would not drift in, can’t, on account of age; so il you take 80 
per cent you have practically all the mine workers in the anthracite district. 

(Testimony closed.) 
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TESTIMONY OF ME. JOHN C. HADDOCK, 

Independent anthracite-coal operator. 

The special subcommission met at 10,50 a. m,, Mr. C. J. Harris presiding. At 
that time Mr. John C. Haddock was sworn as a witness and testified as follows: 

Q. (Jiy Mr. C. J. Harris.) Mr. Haddock, will you give us your full name and 
your address, and state the position you occupy?— A. My name is John C. Had- 
dock. my address in Now York is No. I Broadway, and I am the president of 
the Plymouth Coal Company. 

(^. How long have you been (mgaged in the anthracite-coal business?— A. I have 
been identified with the business since 18(56, and engaged in the minining of coal 
since 1878. 

Q. We would like for you to go on and give to the commission, in your own 
way, the position of the independent anthracite-coal operators, I would ask you, 
first, about what proport: <ii ot the anthracite-coal mining is done by the independ- 
ent operatorc?— A. It 18 a very difiicult thing to determine just what is an inde- 
pendent operator. I make t hat answer, not with any desire to evade your (juestion, 
but in order that we may treat the matter accurately. The independent operator— 
I mean by that, the operator who mines his coal and sends it into the market, sell- 
ing the coal himself or having the coal sold for him— represents to-day a very 
small ])ercentago of the anthracite production. 1 think the ma.prity of the inde- 
pendent operators or mining companies dispose of their coal under purchase con- 
tracts to the various railroads tributary to their operations. So, if you wish to 
know how much coal is mined by all the independent mining companies— I mean 
companies without anv railroad ownership— that is one thing; and how much coal 
is being shipped to the market and sold by the independent operators, that is quite 
another thing. 

C^. (By Ml'. CoNOER.) Suppo.se you give us, Mr. Haddock, those two different 
items. -A. If you will defer those (luestions, as they are (piestions involving facts 
and figures, I think it will be possible to get that information for you. Now, it 
will be simply a guess. 

(^. If you could toll us now, approximately, your testimony could bo submitted 
to you; and then if you desired to correct or submit tlu* exact figures you could 
do that later,— A. Owing to the recent changes, it would be simply a wild guess. 
If you would let the matter rest that way, 1 think it would be much more satis- 
factory to you and more satisfactory to me. 

(^. (By Mr. Ripley.) For instance, what are some of thos.. recent changes?— 
A. Well, about two years ago the independent oiierators projected a new railroad 
from the Lackawanna regions to tide water. 

Q. At what point.-'— A. 1 do not remember. 1 doubt very much whether that 
was given out— just what point. But they felt that it was impossible to get rea- 
sonable rates of transportation, and that there was enough in tlie prices asked for 
the carriage of coal to justify the building of a new road, and they secured a charter 
and made a rathe r vigorous attempt for the road's construction. They had a cer- 
tain amount of tonnage jiledged l* it. If I remember aright, it was known as the 
New York', Wyoming and Western Railroad. 

C^. (By Mr. Conger.) Was that road over built?— A. No; the parties who had 
pledged tonnage to the sup])ort of it sold their properties to what is known as the 
Temple Iron Company. If 1 am advised correctly, the Temple Iron Company is a 
syndicate that has been made up of the various railroad companies— the anthracite 
carriers— and the road was not built; for the reason, of course, that this tonnage 
had been secured. 

(By Mr, Ripley.) Was that the road projected along the line of the Dela- 
ware and Hudson Canal?— A. No; that was a later effort. 

You will speak of that later?— A. It comes in this connection. When this 
enterprise that I have spoken of, namely, the New York, Wyoming and Western, 
was abandoned, then some of the remaining operators saw an opportunity of con- 
structing another railroad to tide water, and they secured the bed, as a right of 
way, ol the Delaware and Hudson Canal, and that enterprise received the coop- 
eration of one of our strongest companies, that is, the Pennsylvania Coal Com- 
p^any, and that passed, you know, by a recent trade here into the hands of the 
Erie, and, of course, it was abandoned. 

Q. (By Mr. C. J. Harris.) What was the object of these operators inaugurating 
new roads?— A. The object was to get through rates for transportation, or to get 
higher prices for their coal. Many of us looked upon the building of new roads 
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as an economic waste. We felt that it would be wiser and better, in the long run, 
for the trade to insist upon having reasonable rates for transportation. 

Q. Were the rates that tlie railroads then in existence were charging unrea- 
sonable, in yonr mind?— A. Certainly. The fact that they were was the reason 
and the justification for the building or projecting of these new roads. 

Q. (By Mr. Ripley.) Had those attempts anything to do with the present 
promise of an increase of the percentage, paid to coal operators, to 65?— A. Un- 
doubtedly. 

Q, That increase is contemplated, you understand?— A. Undoubtedly. 

Q. And will go i:' i'orce before a great while?— A. That 1 do not know. The 
presumption is that this higher price that the companies agree to pay for the coal 
will be inaugurated .'sometime in the near future. 

Q. (By Mr. Kennedy.) Could you dispose of your production to the railroads 
at 60 I II 1 cent of the tide- water price —A. That is the price that has been paid for 
the coal generally, over siuce wliat is known as the McLeod combination. Mr. 
McLeod, in order to satisfy the mdividual operator., who at that time were pro- 
testing very vigorously against the rates being chargod for transportation, made 
arra: geiae^ itS; or rather the Reading ' 'ompany at that time made arrangements 
to buy ccal of the indiviuiMl operators, paying therefor 60 per cent of the tide- 
water price -that .s, on prepared sizes. 

Q. Could you dispose of your production to them at that figure?— A. I presume 
that I could 

Q. Do yoi. I'lnd it more profitable to luring your coal here in their cars and dis- 
pose of it /ourself?— A. I would have received better results had I disposed of the 
coal to the company. 

(^. (By Mr. C. J. Harris.) When I asked you what proportion of the coal is 
mined by the independent operators I wanted to know, in a general way, something 
of what the force of the independent oi)erators is wliethe< it is 10 or 20 per cent 
at the present time, or 8 p a* cent; wh('ther it is of considerable magnitude or very 
small. I did not wvnt the exact percentage. I wish you would state to the com- 
mie 3ioTi now about the amount of coal — A. (Interrupting . ) It has been claimed 
that the independent operators or mining companies rejiresent about 30 per cent. 
But those figures, >ou understand, are subject to correction. 

Q. Another thing L want to bring out is this, Are the independent operators 
growing fewer and fewer oacli year?- A. Oh. yes. 

Q. And the present tendency is for tlie coal to be mined by the coal companies 
aflTliated w'ith the railroad companies?— A. Yes. 

Q. And that becomes more and more the case every year?— A. That has been 
the record d the past. 

Q. (By Mr. Conoer.) Mr. Haddock, what w'as the percentage of the anthra- 
cite product that was mined by independent compani s, say two years and a half 
ago, Dof ore this road of which yon speak was iirojected? Was it larger than 30 
per cent?— A. I could not answer that question offhand. 

Q. (By Mr. Ripley.) Were those sales which have been going on of inde- 
pendent operators to the railroads entirely v jluntary, so far as your knowledge 
extends? That is to say, do the operators sell out willingly to the railroads, or is 
the selling a matter of compulsion?— A. Well, I gather that from the prices some 
of them received it was a voluntary disposition on their part. 

Q. It was more profitable to sell out to the cumiianies than to operate?— A. Oh, 
certainly. That is, I am simjjly now venturing that opinion on the information 
that we get. 

Q. And that would still remain, perha])8. if an increase of tho percentage to 65 
were put in force. Would not that be an inducement to the individual operator 
to continue independent?— A. You can readily see that at some of the prices paid, 
if the properties represented a very large amount of money, the big prices were 
very influential with many of the operators, making them secure against the 
hazards of mining and against the h.izards of business. 

Q. In what part of the coal fields is tho larger proportion of the independent 
operators at the present time?— A. There are rather more of the independent oper- 
ators in the northern field than in tlie Schuylkill regions. 

Q. Has the larger jiroportion of absorption of these independent operators taken 
place in the northorn field during the last few years?— A. I should say yes. 

Q, Are there very many independent operators still remaining in the Schuylkill 
field outside of railroad control?— A. I think not. 

Q. And what is the situation in th(^ middle field— in the Lehigh region? That 
map [referring to map of the yarious coal fields], if it is correct, would tend to 
indicate that there is a fairly large proportion of independent operators in that 
field?— A. I should say there have been many changes in the Lehigh field. 

Q. Is that partly because, perhaps, the Delaware, Susquehanna and Schuylkill 
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road, which is largely a mining company, operates through that territory? In 
other words, can you explain the difference in the movement, the tendency toward 
ab8or})tion, in the different parts of the coal fields?— A. Well, so far as Schuylkill 
C’ounty is concerned, the work of absorption began in the early seventies by the 
Philadelphia and Reading Railroad, and that company was driven to it, strange 
as it may seem, by the action of its competitors. 

Q. (By Mr. C()^(^^R.) What action on the part of competitors do you refer 
to?— A. I mean at that time Mr. Gowan, who was president of the company, did 
not believe that a railroad company should be engaged in the mining of coal; but 
his competitors were coming down into his territory and were acquiring coal pro[)- 
erties. 

Q. (By Mr. Ripley.) Do you refer to the New Jersey Central?— A. No; Iain 
speaking now of the Philadeljdiia and Reading. 

Q. I mean the competitors who were coming in.— A. Yes: at that time the New 
Jersey Central, the D., L. and W., and also the Lehigh Valley and the Pennsyl- 
vania; they were coming down into that field. So, to save that tonnage against 
all possible comiietitioii Mr. Gowan and his friends bought 100,000 acres ot coal 
lands, and that was transferred to the Philadelphia and Reading Coal and Iron 
Company, which was the ancillary company of the Philadelphia and Reading. 
Tliat, then, was the basis of the absorption of the colliery operations down in the 
Schuylkill region at that time. And another factor that contributed very much 
to this consolidation of interests was the distressing labor situation at that time, 
growing out of the Molly Met Imres. 

(^. (By Mr. Concpil) In just what way did the labor situation have its infiii- 
ence on this consolidation ot coal lines?— A. The Molly McGuires were so thor- 
oughly organized at that time, and they carried out their threats so effectively and 
so wickedly that it was a very unpleasant thing for a man to become identified or 
to continue to be ideiitifiel with coal mining in Schuylkill County. 

Q. And for that reason he was willing to sell out?- A. He was (luite willing to 
sell out. Jt was this unfortunate influence, very unfortunate, that came into the 
situation at that time. 

C^. (By Mr. Ripley.) Were practically all the purchases of coal lands, then, 
made at this time, along in the seventies?— A. No. that represented the gieat pur- 
chase, really in the early seventies, by the Philadelphia and Reading Railroad. 

(^. And have no other groat purchases taken place by that company since then? 
Or was tht' territorv practically all bought upr— A. That question I could not 
answer definitely. 'J’hore have been acquisitions of coal iiroiierties by the com- 
panies, either by the purchasoof tlie coal or by securing control of the product of 
the collieries. Sonn^times tlie railroad corn])anios would make advances in the way 
ot money for thodevelopm* ntof the properties, with the understanding, of course, 
that they would control the tonnage therefrom. 

(c^. (By Mr. Kennedy.) 1 want to knowsomething more about these two classes 
of independents, the independents who mine and sell to the railroads and the inde- 
pendents who mine and ship their own ctial. 1 want to know something about the 
conditions now; why some continue in the hnsincss of selling to the railroads and 
others bring their own coal to the market. I do not know whether you made it 
quite clear that it was more jirolitable for them to bring it to the market and sell 
it or not.— A. I think I ma<1e it ch'ar that because of peculiar conditions which 
enter into our business it would have been more jirofitable had wo disposed of our 
coal to the company. But 1 very early took the position that when the railroad 
company was buying coal at fiO per cent ot tide water prices it was thereby getting 
a rate of 40 per cent of tide-water prices less selling expenses, and it took a long 
time to convince our railroad friends that that was a correct theory. 

Q. (By Mr. Ki!m>e\ .) What do you mean by ■* 10 jtercent less selling expenses?” 
W 111 you explain a little more fully?— A. What 1 mean by that is this: When a rail- 
road company is buying at 00 per cent, then of course there is only 40 per cent left, 
and there should be an allowance made for .selling expenses, or for waste and 
handling, if an individual operator, who is selling his coal at the mines, should be 
placed on a parity with the operator who jirefers to send his coal to tide. 

Q. (By Mr. Kennedy.) Your operators believe it is more profitable to sell to the 
railroad companies than to ship it or sell it themselves'^— A. Yes, under those 
conditions. 

Q. 1 would like to know if all the independent producers can freely get cars 
along the different lines to ship coal to tide water if they so desire, and if it is more 
profitable to ship in that way. Do you get cars freely on the line you use?— A. 1 
do now, ana have for some years. 

Q. (By Mr. Ripley.) You have had difficulty?— A. Yes. 

Q. (By Mr. Kennedy.) You might tell about the difficulty you have had in the 
past, and state the condition at the present time. I want to ascertain whether 
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the Independent producers can get cars freely, and also whether it >9 wore profit" 
able for them to sell to the railroad companies or not, and whether if they could 
get cars freely they would do so and bring the coal to tidewater themselves?— A. 
Of course, it is much more profitable for them to sell to the railroad company and 
obtaiB 60 per cent for the production rather than send it to market if they are 
obliged to pay a 50 per cent rate of transportation, I use those figures illustra- 
tively. 

Q. Will you explain the difficulties you have had in the past, and how it comes 
about that you have no difficulties at the present time?— A. Some years ago we 
were very much disturbed in this matter of getting an adeijuate supjily of cars. 
It was of great concern to us, not only from the standpoint of our own investment, 
but also from the standpoint of our men. If I remember right, it was the winter 
of 1884 and 1885 we were allowed to mine 27 days in 2 months. That was about 9 
days a month, and the situation became unbearable. 1 tried very hard, indeed, to 
get a better supply of ears, and finally after worrying over the matter for about 
a year or year and a half, I had to serve notice on the railroad company that if it 
failed to supply us with an adequate supply of cars, it would be necessary to hold 
them for all loss and damage. Now you can readily understand that an independ- 
ent operator dislikes very much to take that position with the railway company; 
but we had to take it; we were driven to it, and the result was that after that 
time we had little or no trouble in getting our cars. 

Q. (By Mr. Conoeu.) You said you were “allowed’* to mine about 27 days in 3 
months. Do you mean by that that the inadeipiate supply of cars forced you to 
restrict your production to these 27 days, or were you a party to some agreement?— 
A. I was a party to no agreement. 

Q. Who ‘ ‘ allowed ’’ you. then, to operate your mines only 27 days?— A. The short 
working time simply grew out of inability to got a car supply. 

Q. It was lack ot cars that brought about this restriction of production?— A. 
Yes; that was true at that time; but that, you will notice, was some time in the 
past, and we have had no reason to complain since Iheri. 

Q. How long ago was that? A. That was in the winter of 1884-85. 

Q. No serious dilbciilty since then?~A. We have had no serious difficulty since 
then. 

Q. (By Mr. Kennedy.) Do you know of others having such difficulty?— A. I 
have heard some complaints, but just how true they are I can not say. You 
understand that the operator who is mining and shipping his own coal has an 
advantage over the o[terator who is selling his <‘oal to the company. He occnpies 
a position of absolute independence, and can insist upon an adeijuate supply of 
cars. Where he is bound down to the railroad company to furnish coal, and it is 
stipulated that the railroad company shall determine the amount, that is a differ- 
ent proposition. 

Q. Is it true that your class of independents is such a small factor that they are 
not worth considering by the railroads, and they come to the conclusion it makes 
no difference whether you have (airs or not? Is that the situation with respect to 
your class of independents getting cars freely at the present time?-- A. Well, if 
we liave got to that point that we are so insignificant that we are going to be well 
treated, it seems to me it is a very desirable position. 

Q. (By Mr. 0. J. Hareis.) Suppose a man— an independent ojiorator— makes a 
contract with the railroad for (K) per cent of the tide-water price, is he limited in 
his output in that contract?~-A. Oh, yt's. 

Q, They give him a certain proportion— what they think is about right— do 
they?— A. PR'sumably, yes. 

Q. Do they cut down independent operators by any indirect means in the amount 
they shall ship at the present time?— A. I could not testify as to that. 

Q. Are you independent operators allowed, in your schedule, a certain pro rata 
of the total shipments, or ot the anthracite output?— A. Now, are you speaking 
of the operators who are selling the coal to tho companies? 

Q. I am speaking now of the independent operators who mine and sell in the 
open market in competition or in conjunction with the railroads.— A. Just what 
might be the treatment of other independent operators bv other railroads I can 
not tell. { can only give you the experience that I have had with the company 
over whose road I am shipping. 

Q. Now, as an independent operator, what do you say in regard to the curtail- 
ment of the output; is it a good thing, or is it not?— A. Before 1 answer that ques- 
tion I would like to make an explanation here in regard to the anthracite situation. 
The nse of anthracite coal in prepared sizes is now almost exclusively confined to 
what we call the domestic market. Take the sizes known, for instance, as broken 
egg, stove, and chestnut; their saleis dependent largely on household use. Now, 
1 doubt very much if during the summer mouths over 15 or 20 per cent of these 
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prepared sizes are used. So you can readily see that it is very necessary that, if 
you can not find a market or storage facilities for the coal mined during the summer 
time, that there should be a restriction somewhere. As to whether the restriction is 
a wise one; as to whether the restriction is always a just one; whether it is bear- 
ing with due proportion— equitable proportion-— upon the operators or companies, 
is quite another question. It is a peculiar condition that is now surrounding the 
anthracite industry that is to be considered when we approach any discussion of 
the (juestion Some of us, in all these matters of restriction and market reiiuire- 
inents, prefer to have a voice in them. 

Q. (By Mr. Kennedy.) Do you have a voice in them?— A. Well, thus far we 
have had, but it has been at (juite a cost. 

Q. ( By Mr. Ri pley. ) What lias been the cost? Do you refer to mere friction?— 
A. I thiiik you have opened up a question there you’d better not press me too hard 
upon. 

Q. (By Mr. Kennedy. ) If it would be injuriou.s to you in your business to speak 
about it, of course we would not want you to do so.— A. I would not want to 
incriminate anybody else, either. 

Q. (By ]\lr. Ripley.) We should bo very glad for a general statement, without 
specification of names in any case.— A. From what I liave said already, you can 
readily understand that in cases wheie the operator hits insisted upon exercising 
his right to mine and to ship coal to inarket, where he has demanded a reasonable 
rate and eciuitable rates for transportation, that his way has been beset with some 
difficulties. 

Q. (By Mr. Kennedy.) 1 would like to ask, if the fact that you might be able 
to incriminate somebody else has any intluence in making matters easy for you in 
the shipments of your pioduction?— A. I would not wish to have that word “in- 
criminale” unduly emphasized. 

Q. You used it yourself.— A. I know I did: on this matter, ta]^e the case of (’oxe 
Bros. A: Co., a case in point Thev had complained of unreasonabl rates charged 
by the Lehigh Valley Railroad Company; they made a complaint against that 
company before the Interstate Commerce Coinmissioii. If 1 remember rightly, 
that wa.s in is.st). There was a case that was tried witli remarkable ability (in 
both sides. Mr Gowan representing at that time Coxe Bros. & (’o.,and Mr. ,lohn 
(L Johnson, the Lehigh Valley. The trial lasted one or two weeks; and if I 
remember rightly, alter waiting about a year or a year and a hall the commission 
gave an opinion in favor ot Coxe Bros. A Co. The decree was opposed by the 
Lehigh Valley. In the meantime Coxe Brothers were ni't getting the relief they 
expected, and they built about Id miles of railway, connecting their properties. 

C^). (By Mr. Ripley. ) What is the name of that railroad?— .\. The Delaware and 
Schuylkill; as soon as they had become the owners of a railway, or shortly after- 
wards, they received benefits from that fact that they could not have received 
otherwise, and did not receive as colliery operators. Now I speak of that circum- 
stance to show what was necessary to be* done by a Him of the intluence and impor- 
tanceof Coxe Bros. & Co.. in order to obtain a reasonable rate for trnnsportatmn. 

Q. (By Mr. Ken .NED Y.) You said you liked to have a voice in these matters; do 
you have a voice in fixing the ] trice of coal to the consumer?— A. You must under- 
stand, so far as I am concerned, that we do not ask for any voice in the manage- 
ment of anybody else’s business; 1 simply insist ami have insisted that I shall have 
a voice in the management of my own business. My point has been that wo are 
capable of mining ()ur own coal, and that w<i aro capable of marketing our own 
coal, and I simply wish to have rea'-onable rates of transportation, and will relieve 
the railroad company of the burden of finding a market for it. 

Q. Do you have any voice in fixing the price (d' coal to the consumer?— A. Oh, 
yes. 

Q. To what extent? — A I mean to say, as far as we are concerned, we make a 
price on our own coal. 

Q. You make a price on your own coal?— A. Certainly. 

C^. Does it differ materially from the price fixed liy the railroad companies?— A. 
Of course, the tonnage now controlled by the railroad companies is a very impor- 
tant factor, and the price they make will infiuenco our prices - some times may be 
higher, some times maj be lower; but it is a factor in the market. 

Do you follow their prices?— A. Sometimes I think we might lead them. 
What 1 mean by that is that we might be more responsive, more quickly respon.sive 
to certain changes in the market. 

Q. (By Mr. Ripley.) You speak of leading the market. Do you mean by that 
perhaps setting a lower price when conditions would seem to warrant it?— A. 0, 
yes. So far as we are concerned on the limited tonnage that we mine there 
might be some reason why we might wish to move a few thousand tons of coal, 
and we might possibly make a concession. 
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Q. Would not such a course have the effect of increasing very largely, perma- 
nently, the capacity of your mine? The point I wish to bring out is this; What 
makes the price of coal? Is it the man that fixes the lowest price? That is, do all 
ultimately come down to the level of the man who sets the low price or are the 
large producers able to set a price that is fairly high, arbitrarily, if you please, 
and do the others come up to that level?— A. There are so many things that would 
enter into that question that it would be almost impossible to answer it just as 
you put it. For instance, dependent, as we are largely, upon tidt‘-water market 
for our coal, we might feid that under certain conditions it might be wise for us 
to make a concession on the priced’, say, r),0(){) tons of coal. The railroad com- 
pany, with its Western connections and other facilities, would not feel it neces- 
sary to meet that price. They would say it might be better for this accumulation 
of 5,000 tons or 10.001) tons to be out of the way than for them to undertake to 
meet the price on our large production. 

Q. Suppose, however, that one of the railroads should thus attempt to set a 
price a little below the figure, affecting a considerable amount of tonnage, what 
would happen?— A. What has happened in the past when that has been done? 
There have been agreements among gentlemen, you know, to prevent anything of 
that kind. 

Q. There have 1 een?— A. Oh, yes. 

Q. But they are of the past?— A. Tin y are of the past; yes. 

Q. How abput the ]>rosent?— A. Now it is “community of interest,” you know. 

Q. Will you ('xplam what you mean by the phrase “community of interest?” — 
A. I only repeat as we read it m the public press. It covers the condition 
represented in the different railroads in whicli stockholders having an interest in 
one company and similar interests in other companies have harmonized by an 
interchange of stock. 

Q. Does that definition apply, to your knowded^e, to most of the railroads enter- 
ing the anthracite territory?— A. 1 would not say that it applies to all of them, 
from the knowledge that 1 have. 1 would say that iirobably to GO or 70 per cent 
of them. 

Q. And will you specify any roads which, t(* your knowledge or in your belief, 
are not subject to such an agia'ement? Witnesses before the commission have 
testified that they were not entirely subject to sU'-h agreoinent. 1 will not press 
the (iU('Stion.— A I would willingly answer if I had any positive knowledge on 
that point, but it would seem to me that the ownership, this interownership, need 
not extend to all the railroads, the anthracite carriers, in order that dominating 
influences should have control. 

O. It must cover a fair proportion, however, must it not?— A. Yes, certainly; 
it does— it does 

Q. Have you any inlormation as to the proportion, a])pro.\imately. which is con- 
trolled by “the community of inters st?’’— A. [ think about (10 per cent, 

Q. On what grounds do you base this opinion?- A. It is so given out in the 
public press. 

Q, That is the source of your information? -A. And it is not denied, 1 believe, 
by the parties— the bankers who have made the necessary arrangements. 

Q. (By Mr. C. J, H.suuis.) I suppose the printed reports of these companies 
would show these facts'-'— A. Those are facts very easily a.scertained now. 

Q. (By Mr. (yONOEii.) You testified that you had been engaged in the coal- 
mining business about twenty-two years, if f remember correctly'?— A. Yes. 

Q. Have you all of that time marketed your own coal, or have you at the same 
time during that period sold to the railroads? — A. Wo have sold occasionally some 
of our coal to the railroad companies. 

C^. Have you ever sold your production under contract?— A. No; we have not. 

Q. Have you ever had negotiation with a road to take your coal under the (50 
per cent basis?— A. Yes. What I mean by that is that the railroad company were 
ciuite willing to take our coal on that basis. 

Q. First, I will ask if at the present time you are marketing your own coal at 
tidewater, or wherever you market? — A. Yes. 

Q. In other words, you aie selling it youthelf? Now, are you in any way 
restricted in tlie production at the mine?— A. No. 

(^. You produce as much as you see fit?— A. We fought that battle out. 

( 5 . When you at one time had a contract under consideration, was it proposed 
in that contract to restri(;t your production?— A. It never got as far as that; I 
mean when the suggestion was made in regard to the contract. 

Q. Well, do you know whether, if you had made that contract to sell your pro- 
duction to the railroad, if that would have been the condition of it; or, in other 
words, is it a condition?— A. That is what I would have expected, and one of the 
reasons why I would not enter into such a contract. 
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Q. It is your understanding that all of these contracts between the railroads 
and the mine operators contain a provision that practically restricts the production 
and agrees upon the amount?— A. I assume that to be true. 

Q. Do you know how that production is fixed? Is it judged by the production 
of past years, or in some such way?— A. It has been determined somewhat by the 
ascertained capacity of the collieries, and that has been determined somewhat by 
the production of previous years. Of course when you come to a new operation 
where you are developing, then it is a matter that has got to be considered, and it 
is in order to find what the capacity of the new colliery might be. 

Q. But these different operators produce about the same percentage of the total 
output of the year, ('ach one produces about the same jiorcentage of the total pro- 
duction each year, do they not? There is not very much change? In other words, 
if the Philadelphia and Reading produced last year 31 per cent, it probably was 
practically 31 per cent in 18!)0? Is that a fact?— A. I do not know how it has been 
for the last few years. Of course these are figures that can he easily verified. 1 
presume you have a memorandum showing what the production is of these various 
operators, have you not? 

Mr. RIPT.EY. We should be v<'ry glad to have it left. 

The Witness. These simply represent the figures of the production, but there 
have been some changes. Take the Philadelphia and Reading, which is now stand- 
ing for about 20.70 per cent. There was a lime when tlie Reading a good many 
years ago. mined almost one-third of the entire anthracite production; liut, grow- 
ing out of the aggressiveness of the competitors and her embarrassed condition, 
and changes coming over the whole anthracite situation, she is now down to 30.70 
per cent. 

C,). Has there not been an intimation in the trade that the Reading would be 
glad to have a larger proportion than they have at the present time?— A. It would 
bo very human, you know, to want to occupy that po.sition. 

Q. Has not a contention to that effect been noticeable at times?— A. At one time 
the trade was upset \ery mucli indeed; I think almost a year: at least six months, 
by a contention as to whether that lino should receive an e^tra J per cent or not. 

Q. (By Mr. C. J. Haiuiis. ) Are not all companies trying to get a higlier propor- 
tion, not only the Reading, but others?— A. Well, that of course has been ono of 
the causes of friction between the companies in bygone years— the matter of 
adjusting the percentage as to how much they should receive, ami that was ono 
of the most serious problems that came before them. Then of course after that, 
after they had decided upon Uieir percentage, then adju>(menta had to be made 
with individual operatois. Some of the roads had more of the individual opera- 
tors than others, Take, for iiistanco. the Lehigh Valley as a case in point— tho 
large percentage of thosliipmontsof that ro.id camolroiu tho individual operators. 

Q. ( By M r. Ripley. ) Is that true at Iho present time of the Lehigh, that a large 
proportion still comes from tho independent opm'ator.s?- -A, I think it is. 

Q, (By Mr. Conokr.) Have the roads in tho past imdeiTakcn to distribute tho 
percentage of the total output among tho collieries each on its own line?— A. That 
is a matter that sometimes has been determined arbitrarily bv the proper officer 
in charge. 

Q. Officer of the railroad?— A. Officer of the railroad company. 

Q. Are they undertaking to do it by withholding cars, and was that method in 
use formerly?- A. Yes. 

Q. Is that process quito effective?— A. Yes. 

Q. In regard to the price of coal, how is tliat fixed at the present time? By 
agreement or by market conditions? - A. 1 think there is very little agreement at 
the present time .is to the prices. I think that the market is taking care of il self, 
and the cause of that is the strike oi was tho strike 

Q. Explain how the strike is regulating the market at the pre.sent time.— A. 
That strike, you know, was a restriction, but it was not an effectual restriction. 

Q. (By Mr. Ripley.) Of the output? -A, Of the production. The railroad 
companies prior to that time had undertaken to restrict, in order to maintain 
prii 08 and high rates of transportation, and tho miners thought that what would 
be good policy for the railroad companies might be a good policy for them, and 
they did restrict. There was a restriction tliere that lasted for about six weeks, 
and tho result was that the coal on hand passed iuto the h.ands of the consumer^ 
and ever since then the bu.sineRs lias been a very active ono and the prices have 
been maintained. 

Q. (By Mr. Conger. ) The results of that strike then were beneficial to the rail- 
roads?— A. It is a radical view, and I will not he supported by others, but as I 
look over it I think it was. 

Q. Was it beneticial to the operators? — A. I think that they have been receiving 
some benefit. 
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Q. Did the miners receive any beneSt—tbe workmen?— A, Yea; they received 
abeneGt; they received 3 higher rate of W3ge3. It was unfortunate that there 
shoald have been a strike. 

Q. (By Mr. C. J. Harris.) Did the retailers reap a very large benefit, more 
than tiieir proportion of that strike, or don't you know?— A. I do not see bow 
they conld have received any more ti)an their proportion, 

Q. I understand that where they raised the price $1, the retailers raised it $3 or 
^4?— A. There was another side to that phase of it. There were a good many 
retailers here in New York City who were obligated to furnish coal at lower 
prices, and they had to stand by that obligation. They had to stand by their 
contracts. 

(J. (By Mr. Ripley.) And made the other man pay the difference?— A. Some 
of it; but in many cases I think they did not receive any advance at all. 

O. Were not those obligations made subject to strikes?— A. Some of them were 
and others Wt re not. 

Q. (By Mr. Kennedy.) You said the minors received the benefit, the railroads 
received the benefit, and the operatoi*s received the benefit, and then you said the 
strike was an unfortunate occurrence. Why was it unfortunate?— A. I think it 
was unfortunate to have to resort to a strike to get proper results. 

Q. (By Mr. G. J. Harris.) You mean all these people received a benefit, of 
course. What was the result to tlie consumers of coal? Was it a benefit to 
them?— A. Thev have been obliged to pay a higher price. 

(qj. (By Mr. Kennedy.) Is it probable that this strike having proved a benefit ‘ 
to these three parties outside of the pul)lic, strikes will bo likely to be recognized 
as liable to produce benefits in the same way year by 5’'oar in dilTeront pursuits in 
thofutnre?— A. Of course I can’t tell what tlie future is uoing to bo in regard to 
the anthracite situation. When I speak of the immediate benefits that came from 
the strike and benefits being reaped by various classes at the present time there is 
also another side to it. 

Q. Let us have that.— A. Strikes may work injury: That is, when the price of 
anthracite coal becomes too high then it meets competition, for, alter all, anthra- 
cite is just simplv fuel, and it must meet all other kinds of fuel in the market, 
and when the jirice gets too high then its use becomes restricted. 

Q. (By Mr. Ripley.) Have you any means of judging when it gets too high?-- 
A. The fact is shown in the demand. Those forces woric slowly, but they are 
working very effectively. We have felt the influence of them. Take develop- 
ment of the gas range. Hero in New York City the demand for coal in the 
summer time formerly was for anthracite. Now the use of gas is such that it 
interferes very much indeed with the marketing of certain kinds of anthracite coal. 

Q. (By Mr. Kennedy.) We were informed yesterday that there is no such thing 
as competition between bituminous and anthracite coal, What do you say about 
that?— A. Was that opinion given by an expert-' 

Q. I should think the gentleman was an expert who gave it.— A. Let me say 
just here on that point tliat probably fiO per cent of our production at the present 
time IS represented in what we call the small sizes. ’Pliey might be called by-prod- 
ucts; in fact, I speak now of pea coal or buckwheat, No. 1 or No. 2 buckwheat. 
Now those sizes are strictly competitive with bituminous coal. All those sizes 
represent from 25 to fib per cent of the entire anthracite output. 

Q. (By Mr. Ripley.) Are some of the.se being obtained from old culm heaps at 
the present time?— A. Yes. 

Q. And were not those culm piles deducted as waste from the wages of laborers 
20 years ago? -A. Oh. certainly: there was not then a thought of any market for 
what was going into the culm pile. 

Q, In other words, the companies are selling at a profit to-day the product which 
they deducted from the wages of the employees 20 years ago by reason of the 
change of market conditions? — A. By reason of the change of market conditions. 

Q. But they are making a substantial profit?— A. But there is no ipiestion there 
was a waste to the operator, too. The waste did not entirely fall upon the miner, 
because that coal went on (he culm bank. That was a waste he had to stand, 
and the waste at that time was very grejit. 

Q. Were the operatives not paid by the amount that they turned out?— A. They 
were paid according to various methods and rules, I think they have been paid 
by the car. 

Q, Was not this waste deducted from the carload before they were paid? Was 
not that the system of deducting the waste, before a carload was made up?— A. 
Now you are asking me questions antedating my birth, and you know it is very 
hard for a man to answer such questions. 

(J. (By Mr. 0. J. Harris.) I suppose these culm piles require a certain amount 
of work now to prepare them for market?- A. Yes. 
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Q. Which would be a considerable expense per ton?— A. More or less expense is 
involved in it. My own experience in regard to the culm pile is this: We believe 
and for a long time past have felt it was a good deal better to take a large part of 
the pile and send it down into the mines, using that waste product, which was waste 
product at that time, in sustaining pillars where we can do that to advantage. 

Q. Would you be able to estimate what the probable anthracite supply of the 
Pennsylvania district is; that is, how many years it would last at the present rate 
of consumption?- A. That has all been done. 

Ci>. We have had various estimates. —A. I think the most reliable estimate that 
has been made was by an engineer, Mr. Griffiths, who five or six years ago made 
a statement regarding the remaining tonnage in the anthracite fields. 

(^. 1 am trying to get at an estimate of the probable supply of anthracite coal in 
the Pennsylvania district, whether it will last for sixty years or one hundred 
years, or for what time; have you any idea?— A. That would be a very difficult 
question for me to answer. I could not answer, because we can’t tell very well 
just what the rate of production is going to be. 

Q. (By Mr. Conger.) Summer prices are lower than winter prices, are they 
not? Is not there usually a rise for the winter trade?— A. Prices are usually lower 
in the summer time. 

vO. Then in the lall, about October, they are increased?— A. As soon as the fall 
and winter demand sets in. 

Q. That increase usually takes place on a fixed day, does it not? Does it not take 
place simnltant'ously?— A. In bygone years there was an attempt made to have a 
simult.ineoiis advance, but the rule was very seldom if ever elective. 

Q. Did that rise take place simultaneously last fall?— A. Last fall we had an 
abnormal condition 

C^. How was it a year ago last fall, do you remember?— A. A year ago last fall, 
as I remember. 1 think there was very little change in the market. I am simply 
speaking now from memory, but I could give figures Irom our Dooks. 

Q. Is it not a fact that when a rise in the price ot coal takes place the increase 
in the price is usually made by all the dealers at the same time? — A, I think that 
has been the lecord in the past. I think there has been an understanding among 
the conqiaiiies. 1 am not taken into their confidence, but 1 think there has been 
an understanding in regard to prices. 

You have not been a party to any such arrangement?— A. No. 

Q. What would be your attitude or action in case of a rise in the market? 
Would you follow with your price?— A. Yes; for the reason that we have to fol- 
low sometimes the result of th(^se very combinations, resulting from agreements. 
The friction engendered becomes sometimes a very potent influence in the market, 
affecting the price of coal. It is very necessary for us fhen to meet that condition. 

Q. It 18 you o])iuion, then, as I gatlier it, that the price of coal is changed at 
times by agreement among producers, to which you are not a party?— A. What 
is the agreement for if it is not for that? 

Well, I am trying to get at the facts of the agreement.— A. I think that is a 
fair inference; at least, we are governed by that in the management of our busi- 
ness. 

Q. You are governed by your inference that there is such an agreement among 
others?— A. Certainly. 

Q. And youpractically have to make your price to meet the market price? — A. 
We are not obliged to do so, but we look upon that simply as the chief factor in 
the whole situation. 

Q. Well, I did not mean you are obliged to change because of any agreement, 
but because of market conditions; m order to do business, you have to meet 
market prices. 

(By Mr. C. J. Harris.) What is the limit to which the price of coal could 
be put provided the production was all in the hands of parties who were working 
in cooperation with one another? — A. That is a very difficult (piestion to answer. 

I can readily see how it might be possible to put a price on anthracite that might 
be extravagantly high, but the moment that is done then we encourage the 
greater use of bituminous coal, and while it would take some time to bringdown 
the e xorbitant price, nevertheless the reduction would be bound to follow. You 
take to-day the development of the bituminous interests; you take to-day a fur- 
ther installation ot such plants as those which have been established in Boston 
by-product plants, known as the Whitney, the New England Gas Company; tak- 
ing the coal from Nova Scotia, making coke from the prepared sizes; furnishing 
light, heat, and power: let there be an installation of many of those plants along 
the sea coast or elsewhere, and just as soon as you get anthracite coal much 
higher, or even at the present prices, you are inviting that competition. 

16a 34 
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Q. (By Mr. Conger.) In your opinion, are the present prices of coal pretty 
high?— A. Yes. 

Q. (By Mr. C. J. Harris.) About the top? — A. I think so. I think it would be 
very unwise indeed to have them any higher, and if I have a proper estimate of the 
ability of the men who are to-day in charge of this whole anthracite combination, 
or whatever it may he, they certainly would not jeopardize the future of the 
trade by insisting upon extravagant prices, becau.se that very condition that I 
have pointed out, that possible competition, is inevitable. 

Q. Is it your opinion that the interests of the producers of anthracite coal would 
be promoted by a lowering of the present prices of coal to the consumer?— A. I 
apprehend from what 1 gather that it is the intention to reduce prices later on. If 
that is the fact, then it seems to me that the judgment that I have passed upon 
the situation is a correct one. 

Q- Do you refei to this as a permanent and general reduction or to a reduction 
for the Slimmer season only?— A. A reduction for the summer season; and the rea- 
son ot reduction in the summer season is that dealers, especially dealers in New 
England who have storage facilities, might be justified in taking on their coal at 
that time rather than wait until the fall and winter months come, when there is a 
very active market. 

Q. I rather gather from what you say that if a general reduction should be 
made, so that prices for next winter would not be (juite so high as they have been 
this winter, that such action would not be a detriment to the interests of the 
anthracite producers. —A. No; certainly not; certainly not. The price of anthra- 
cite, as of any commodity, has very little bearing upon the consumption. And 
then, again, it seems to me that a very important factor will come from what the 
general condition of the country may be. If everybody is prosperous, if everybody 
is making money, the matter of [laving a little more for anthracite, or a little le.ss, 
does not enter very much into the calculation. 

Q. Bituminous coal is hauled to tide w.ater at a less price per ton than anthra- 
cite. is it not?— A. Oh, yes. 

Q. Do you know any reason why the railroads could not haul the anthracite 
coal just as cheaply as the other if they had a mind to do so?— A. It would be nec- 
essary for the railroad men to furnish the rea.son. 

Q. Suppose they should adopt that policy and reduce rates on anthracite coal 
one-half, and the benefit ot that reduction in the freight rates should go to the 
consumer, would such action, in your opinion, increase the consumption, and 
would it in that way not be in the interest of the producers of anthracite coal?— A. 
That is hypothetical entirely. The situation changes so very much that were there 
to be a reduction in rates of transportation it would inure only in very few 
instances to the benefit of the independent mining company. If you were to ask 
the question, probablv in another form, that if a reduction in the price of coal of 
50 cents a ton or a ton would increase the consumption, I might answer it by 
saying that it would. Asking the other question whether it would be wise to 
make that reduction under present conditions, it seems to me that you raise a 
debatable issue. 

Q. Debatable from the standpoint of the producer or of the consumer?— A. 
Well, either from the standpoint of the producer or the consumer. Now, it is not 
wise, 1 presume, for the consumer to insist upon these enterprises being run at a 
loss or that a railroad compai y shonld be run at a loss, or that mining companies 
should be run at a loss, but growing out of very peculiar conditions that have 
developed in the anthracite region, growing out of the facts that these companies 
in bygone years received certain rights and certain privileges, you may say it is 
all wrong; but there is a condition that can not be changed, and if you were to 
insist now upon what you might think would be the proper and correct thing and 
theory, it might work great damage and great loss. 

Q. The idea of all combmationtiughtto be ultimately a lower price to the con- 
sumer; is this, in your opinion, tne tendency of combinations in the anthracite 
coal trade?— A. That has not been the record in the past, but, growing out of the 
fact that there had been combinations, the breaking of them, breaking of agree- 
ments, resulted in great advantage to the consumer. The benefit was in the 
breaking in prices as a result of what haa been developed. 

Q. (By Mr. Kennedy.) You spoke about the Whitney plant in Boston having 
the effect of keeping down the prices of anthracite coal, and also of keeping them 
from going any higher?— A. I spoke of that as a possible competitor. 

Q. As a possible competitor? I suppose you thought also of the possibility and 
probability of the community of interest people reaching out and getting control 
of such plants, and also of the Nova f^cotia supply, if necessary, to aid them in 
their work?— A. Yes; I have thought of all that, and then, going still further, I 
have thought probably there might be some bill passed compelling people to buy 
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coal at extravagant prices, and all this in order that these enterprises should be 
supported. That would be the logical outcome. 

Q. (By Mr. Ripley.) Have you any knowledge as to the way in which soft- 
coal prices are made? Are they on purely competitive basis, or is there a sub- 
stantial agreement between, we will say, the so called soft-coal roads?— A. Well, 
the soft-coal roads have had their troubles lasting, I think, for about three years. 

Q. Those troubles are over, in a measure?— A. And last year there came in an 
application of the community of interest idea, which seems to be so necessary now 
for salvation -redemption here; for salvation hereafter— and there was an agree- 
ment, as I understand it, in regard to prices on that coal, 

Gan you specify any of the roads concerned'' Do you refer to the Norfolk 
and Western?— A. I am not familiar enough with that situation to testify in regard 
to it, but all those agreements rely upon the very jiro.sperous condition of the 
country. Let the demand cease or let there be an interruption of business, and 
those agreements will disappear as all agreements have done in the past. 

Q. (By Mr. Kennedy.) Air. Harris asked you if the ultimate object of the com- 
bination should he the reduction of the price to consumers. You replied that 
they had received benefits from those combinations in the past because their 
agreements were broken and they went to pieces, and so forth. Now, is it your 
opinion, if the combinations are perfected so that they will not break, but will 
continue in existem e, that the public will not receive benefits as a result of the 
combination?— A. That depends on how the power is used, because, as I under- 
stand it, the essence of this whole question of business cooperation is that it is a 
matter of power, and depends entirely on how that power is used. It seems to 
me if power is used wisi'ly by the men who are in charge of the anthracite situa- 
tion, and there ought to be an attemiit on their part to so handle it, that there 
might be an incjrease of tonnage rather than a decrease. It will not encounter 
the hostility and the enmity of the public. That was one of the prime factors in 
the disaster that overtook the Mi^Leod combination. 

C^. Do you believe that if the community of interest plan goes on to the extent 
of controlling the railroads, the anthracite and soft coal tiidds, and the iron and 
steel manulacturcs that these gentlemen who control them will be wi.'-e and not 
so burden the people that panics and financial crises will result?— A. I can not 
give. any assurance or guaranty as to their behavior. I am only pointing out 
what would be the wise thing to do. 

Q. (By Mr. 0. .J.«H vruis.) What is going to become of the independent oper- 
ators, the small operators, in these gigantic operations?— A. What has become of 
them? 

y. (By Mr. Kennedy.) Suppose they would come to you and offer you a fair 
price for your property and tiiero was an understanding that you’d better accept it 
or you would lose money?— A. We have passed through that temptation. 

y. (By Mr. Conoer.) And still exist?— A. Yes; we still exist, and 1 presume it 
IS a wond(T among our friends that we do. 

y . ( By Mr. 0. J. H \ rris, ) Do I understand you to say that the independent coal 
operators are rather on the decreasi' in numbers than otherwise?— A. Yes; the ten- 
dency is that way. I think that the feeling on the part of the owners and man- 
agers of these great combinations is that so long as the independent operator 
exists, the freight rate is open to attack 

Q. (By Mr. Ripley.) You have said that tliereisan indication that the per- 
centage rate will be raised to (15; is there not an understanding that in that eyent 
the contract will bo for a number of years?— A. So far as these contracts are 
concerned that ‘ire now offered, they are to cover tho entire amount of coal to be 
produced from a property. 

y. And to run how many years? — A. For the life of the property, 
y. That means then that the independent operator in signing a contract at 65 
per cent, practically, ceases to exist, does it no^— A. Yes; he simply is an oper- 
ator, he mines his coal and sells it to tho railroU company. 

y. But he no longer has any power to fix the price of coal or regulate it in any 
way?— A. That has been his condition for some years past, you know, 
y. But this will assure it if these contracts are signed?— A. Certainly, 
y. And a number of operators have already assented to such agreements?— A. 
That I do not know; there is some (lucstion; the railroad companies, as I under- 
stand it,' wish to have a large majority of the operators sign before this arrange- 
ment shall be effective. 

y. For the life of the property?— A. For the life of the property. Now let me 
say ,]U8t here that while as T said the railroad companies are quite willing to pay 
00 per cent, they have not yet manifested a willingness to make a freight rate of 
35 per cent. , 

Q. That is, they wish to have an additional commission for the sale, etc.?— A. 



532 


INDtJSTBrAL commission; — TRANSPORTATION. 


Going on our theory and the principle we have been insisting on for a great many 
years, it is our contention that the railroad companies buy the coal for 65 percent, 
leaving as the resulting rate for transportation per cent to tidewater, less what- 
ever the expense of the commission, which would probably bring it down to about 
30 per cent. Now I say that while the railroad companies are apparently willing 
to buy the coal for 65 per cent, they have not got to that point where they are 
willing to say to an absolutely independent operator, We will transport your 
coal for 36 per cent. 

Q. (By Mr. C. J. Harris.) It ought to be about 30 per cent?— A. It ought to be 
about 80 per cent to be on a parity. 

(^. (By Mr. Ripley.) iSupposewe set aside from the total output that which 
is directly mined from the ancillary companies; then we take all independent 
operators who sell to the railroads at 65 per cent, agreeing to sell on that basis 
until all the coal in the ground is out; how many firms will be left free to do as 
they please? What proportion of the output do those thus left produce?— A. 
Very small percentage. 

Q. Less than 5 per cent?— A. I presume it might probably stand between 5 and 
10 per cent. 

Q. In other words, if these contracts now under consideration are signed, less 
than 5 per cent of the total output will be free of railroad control?— A. Well, it 
might be 5; I would possibly be a little safer to say between 5 and 10. 

Q. Then, if the roads agree among themselves, that insures a perfect control of 
the prices so long as that agreement among the railroads exists?— A. And that is 
a very important (pialitication, so long as they can agree among themselves. 

Q. Will you state hypothetically what might lead to disagreement?— A. Many 
things. Railroad officials are very human; troubles in one place beget troubles in 
another. 

C^. When you mahe statements including the roads, do you include the Penn- 
sylvania Railroad? What has been its attitude in the past?— A. Years ago it car- 
ried all the anthracite coal that was offered. In fact, all the collieries working 
along that line ot road worked practically full time. But that is going back, I 
should say. bui or fi/teen years ago. 

Q. Jn other words, at that time there was no restriction imposed as to the out- 
put?— A. Not so far as the Pennsylvania Railroad is concerned. 

Q. So far as the Pennsylvania Railroad is concerned?— A. That was a very dis- 
turbing i actor. 

Q. Has that policy changed to your knowledge at the present time?— A. I think 
it has. 

(^. Is the Pennsylvania Railroad .substantially in the agreement?— A. Now you 
all) asking me questions that it would be impossible for me to answer. You can 
verify all this by getting the reports of the mine inspectors of the Pennsylvania 
district, and you can see there how much time has been worked by the c'ollieries 
along these various roads. 

Q. (By Mr. Kennedy.) I want to ask you whetht r, if 10 per cent of the coal if 
sold at less than the price fixed by tho.se who control 00 per cent, would fix the 
market price? We were so informed yesterday. We were told that even 5 per 
cent being free and independent would hx the market price of coal.— A. What! Do! 
understand that 6 per cent taken out of .a total of 45,000,000 tons, that 5 per cent, 
namely, 2,3.50,000 tons, would fix the price.-' 

Q. Yes; I want to ask whether in your opinion that is true or not? Suppose you 
controlled 5 per cent of that .50,000.000 tons, and you chose to fix a price lower than 
the 66 per cent controlled by tlie railroad coal roads, would you fix the market 
price and bring them down to your figure?— A. Carrying that thought out, to make 
the matter very plain, let ussujipose that the anthracite consumed in New York 
City is, say, 3,000,000 tons a year, and, if I could supply 300,000 tons of it, I could 
make the price on the remaining. 

Mr. Conoek: That is the theory expounded to us yesterday, and we want your 
opiniou on it.— A. How did it commend itself to you? 

Q. (By Mr. C. J. Harris. ) We understand from you that it would be an absurd 
proposition, from your experience?— A. I should say so; yes. 

Q. (By Mr. Kennedy.) I was informed ye.sterday evening that a gentleman 

named Luther, in the coal trade— I presume you know him A. The general 

manager of the Philadelphia and Reading Company? 

Q. I do not know what position he holds.— A. There is a gentleman with them 
by that name -the general manager. 

Q. That he recently disposed oi an option to a gentleman in New York on large 
tracts of anthracite coal in Virginia, and this gentleman said there was 100,000 
acres there of anthracite coal. I would like to know whether the people in the coal 
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trade know anything of the existence of such deposits in Virginia or not?— A, They 
would like to know of them. No; I do not know of any anthracite coal anywhere 
else except in the State of Pennsylvania. They have down in Virginia a very 
remarkable formation of natural coke, but it is not anthracite coal. We made an 
investigation there some years ago. We were sure there was some anthracite coal, 
and we had an investigation made. 

Q. How many miners do you employ?— A. When running at full capacity, we 
employ from 1 ,000 to 1,100 men. 

Q. Do you work your miners about the same number of days in a year that the 
miners in the collieries of the railroad companies are worked'*— A. The railroads 
complain that we have been working more days. 

C^. We have lieard the complaint that the independent minors are working a 
less number of days by far?— A. That has not been our experience, so far as we are 
concerned, simply because I insisted upon our right to mine. 

Q. Your miners were engaged in the strike?— A. Yes. 

Q. Do you think their demands of last fall were unjust?— A. No, sir. 

Q. Do you believe in arbitration?— A, Absolutely. 

Q. Do you believe that if one side or the other in a strike of that kind, where the 
public is largely concerned, becomes stillnecked and holds out, and great injury is 
liable to result to the public, there should be some force to settle the differences?— 
A. Under those conditions arbitration should be compulsory, where the interests 
are so great and the damage that can be done is so great -1 mean the damage to 
the public. 

You believe then that the public is a very large party to a controversy of this 
kind and that its interests should be considered-' -A. 1 do not know how wo could 
get along without the public. 

Q. (By Mr. J, U. Hauuis.) How aro you going to compel miners to work if they 
don't want to work'^— A. I admit there is the difficulty. 

Q. Would you imprison them'-’— A. Or, put the quekion the other way, put the 
operators in prison.-' 

Q. Then how are you going to have compulsory arbitration without imprison- 
ment?— A., Would it not be ]) 08 sible for these trades unions to be incoimorated? 
Wouldn’t it bo possible to make contracts with them in regard to men. the same, 
as I understand, is being dono in other countrie.s? Would not that be one effective 
way, the only reasonable way, of reaching the situation? 

Q. Ls comimlsory arbitration practicable according to our present law.s and con- 
ditions, in your experience^— A. I have not had any experience in regard toil; 
but it seems to mo, following out the suggestion tliere. that where we have a dead- 
lock which involves so much in the matter of loss and damage and inconvenience 
to the community, some means should be devised whereby it <'ould be settled. 

Q. (By Mr. Kennkdv.) Has your e.vperience boon that the employees are the 
ones generally that come for war. I with a proposition to arbitrate, and that the other 
side hold out as a rule.^— A. In the anthracite strike, as you well remember, the 
hesitation was very largely on the part of the employers; there was a willingness 
on the paft of the employees to arbitrate. 

Q. If yon still see adifficultyintlio way of what is called compulsory arbitration, 
do you believe that the interests of the public are .so overwhelming and overshad- 
owing all others that the Govornmont should provide some way against losses to 
the public on account of great controversies of this kind'?— A. .lust how far the 
Government could go in a matter of that kind, of course it is not for mo to say, 
and I would not hazard any opinion; but looking at the question from the stand- 
point of the employer on one side and the employee on the other, and the grave 
issues that might be involved, there should be some way devised by which differ- 
ences can be adjusted. One reason why the companies hesitate, as I understand, 
about making contracts with the miners, is they say that the miner.-^ are utterly 
and absolutely irresponsible. If there was an incorporation 

Q. (By Mr, C. J. Harris.) Do the miners not object to incorporation as trades 
unions?— A. I don’t know, I am sure, as to that. 

Q. You never knew one to be incorporated, did you?— A. It is done on the other 
side, is it not? 

Q. I mean in this country.— A. That I don’t know. 

Q. Have you anything to volunteer further'?- A. No; I have not. 

Q. (By Mr. Ripi.ey.) Can you state anything respecting the proportion of the 
undeveloped or un worked coal lands in the anthracite territory at this time?— A. 
No; lam not competent to pass upon that question without making a more care- 
ful study of the situation. 

Q. Is it not a common (minion that a large proportion of the southern field is 
as yet undeveloped?— A. You mean by that term the Schuylkill region? 
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Q. The southern regions.— A. Yes; and it was that lack of development’ that 
brought the troubles to the Reading. 

Q. In what wa3"V— A. Tliat a hundred thousand acres of coal property involved 
a debt, carrying a very heavy interest account. 

Q. Does that debt still remain?— A. That I do not know. I presume it does. 

Q. The Philadelphia and Reading, in its reports, shows a very large debt, does 
it not?— A. Yes. 

Q. Is not the cost of carrying that debt included in the expenses of the com- 
pany?— A. 1 presume so. 

Q. Does not, then, the cost of carrying this undeveloped land for the next 50 
years come on the price to the present consumer in a degree?— A. There will be 
an effort, I presume, to get it out of the consumer. They have not been very 
successful up to the present time, I will admit. 

Q. Has the reorganization cut down the debt?— A. I could not answer that ques- 
tion. You will have to depend xipori the company’s reports for that information. 

U. (By Mr. Conoeii.) Would that item of interest on the investment covering 
undeveloped coal land be much of an item in the price of coal?— A. Very large. 
If I remember correctly the Reading (company invested about $50,000,000 in coal 
property, and if 1 also carry the fact correctly the interest at that time upon the 
debt that was created was 7 per cent which represented in interest an annual 
charge of $5,500,000. 

Q. (By Mr. J. C. Harris.) For carrying coal property?— A. For the carrying of 
coal property. 

Q. (By Mr. Ripley.) Does not that debt remain substantially as it did at that 
time? That is to say, has the reorganization ever cut down that debt?— A. I pre- 
sume not. 

Q. (By Mr. Conger.) Has it (‘ut down the interest?— A. 1 presume it has. 
Undoubtedly. But, getting back to your (iuestion,you can see how that in that 
case that charge becomes a very important factor. 

Q. How many million tons does the Reading produce in a year?— A. They pro- 
duced last year <.1.5bH,()00 tons; but when that property was bought I presume 
that road at that time did not produce more than 0,000,000 or 7. OOO, 000; so that 
you can readily see that the item of interest was a very important one. Tahe for 
instance, this recent acquisition of the Pennsylvania Coal Company; now, when 
you put the interest upon that it runs up 1o aii item of about Tyf) cents a ton. 

Q. (By Mr. J. C. Harris. ) That is, on the investment?— A. As relating to the 
annual tonnage; it amounted to about 50 cents a ton. 

Q. (By Mr. Ripley.) Is there any largo proportion of that coal land of the 
Pennsylvania Coal Company not yet developed? Are they carrying a supply 
for future years?— A, They have a supply for future years, but it seems to me 
you have to bo very careful when you use the expression ‘'developed. ’ There 
might be a very wasteful development. Kor instance, take a situation we have, 
mining in Luzerne County, Pa. Now. there are 5 or 4 or 5 operations there. It 
would be better for everybody, better for the public, if that work had been done 
by one operation. 

Q. ( By Mr. Kennedy.) That would be an argument in favor of combination?— 
A. There are arguments in favor of combination. There are arguments in favor 
of power, but it is the abuse of power that is obiected to. 

Q, (By Mr. Conger.) I have one point I think wo would better bring out before 
we close, and that is in regard to the possible regulation of freight rates. You 
testified a few moments ago that the railroads, while they had expressed willing- 
ness to contract with the operators to give them 05 per cent of the tide- water 
price for their coal, had not offered to give a freight rate to independent operators 
of 35 per cent.— A. That is bound to come, because we will simply enforce it. 

Q. You think you will be able to get it?— A. That has been our record in the 
past. 

Q. I was going to ask you whether you had any suggestions to offer as to Gov- 
ernmental regulation of freight rates? — A. So far as our experience is concerned 
it has been a matter of profound regret to us that that the interstate commerce 
law did not give speedy and proper relief. That was the original intent, you will 
remember, of the law. The way it stands to-day, as I remember, under the law a 
decree of the commission is simply prima facie evidence, and then you may begin 
all over again. You may take that decree into the courts and it becomes simply 
a part of the evidence. 

Q. It has been advocated by some that Congress should pass an act which would 
make the decisions of the Interstate Commerce Commission operative while pend- 
ing appeal by either party. Would you favor such an amendment?— A. I would; 
yes. 

Q. Are you familiar with the provisions of the so-called Cullom bill before 

Congress?— A. Yes. 
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Q. Do you favor those provisions, as a general thing?— A. I do. 

Q. And you think, in the the interest of the public, Congress should enact the 
provisions of that bill into law?— A. I do; yes. If we could have had the relief 
which was expected under the Interstate Commerce Commission the time that Coxo 
Brothers & Co. brought the suit in 1889 there would have been a great change in this 
entire anthracite situation. 

Q. (By Mr. Ripley.) Would it perhaps have stopped this tendency toward 
the absorption of the independent operators?— A. Yes; certainly. Coxe Brothers 
made their appeal. Theirs was a concern of great influence and wealth J they went 
before the commission; they made a strong case, and yet it did not amount to 
anything. 

Q. (By Mr. Conger.) Why did it not amount to anything?— A. The commi.ssion 
had no power. 

Q. Simply because thedecisionof the commission was not operative: is that it? — 
A. That is all. They waited a long time for it, and when they got it it was ik )t o{)er- 
ative. 


New York (hxN, Fdinumi I'joi, 

TESTIMONY OF MR. HENRY S. FLEMING. 

S(vri'f(tr(/-lrrnsiirrr Aufhrdciie Coal Operators' As.soeial io)i. 

The special sub-commission mot at 10.80 a. m., Mr. C. .T. Harris presiding. At 
3,40 p. m. Mr. Henry S. Fleming wa.s introduced as a witness, and lieing duly sworn, 
testified as follows: 

(By Mr. C. J. Harris.) Will you give us your name, your address, and your 
official title?— A. Henry S. Fleming, 20 Cortlandt street. New York City, i am 
secretary-treasurer of the Anthracite ( 'oal Operators’ Association. 

Q. Will you tell us something amout the indep('ndont operators’ association, who 
compose it, and what proportion of CO, al they produce- any items of that kind that 
would be of interest to tho commission'''— A.. The association is made up of various 
individual operators -that is, smallercompanies, the individuals owning the mines 
sometimes in their own right, and .sometimes leasing from the landowners. We 
produced, up to this year, about 34 per cent of the entire anthracite output. This 
year I think it will be in the neighborhood of 29 or 291 per cent. 

Q. About how many members are there in your association?— A. That I really 
could not say. I do not remember. 

Q, What iire the duties ol your association?— A. That question is very difficult 
to answer. The association was organized for the general benefit of its various 
members— to do anything that it could to furl her their interests. The idea at the 
time it was organized was that a small operator was not in position to argue his 
case against a large coriioration, where a combination of a great many operators 
would be. 

Q. Is it part of your duties to obtain reasonable rates for the transportation of 
coal?— A. There has been an effort m.ade in that direction— a constant effort. 

Q. What is the railroad rate at (he pre.sent time to tide water?- A. That 1 really 
could not tell you. 

Q. Do most of your members ship and sell their own coal, or do they sell it to 
the 1 ailroads for a proportion of the tide- water price'?— A. None of the coal is sold 
to the railroads, but many of the members sell their coal to large companies, 
the stock of which. I understand, is practically controlled by the railroad com- 
panies. It is entirely separate— it is an entirely separate organization. 

(qj. That is what I meant. Do you sell to the coal companies that are supposed 
to be connected with the railroads?— A. The majority of the tonnage is taken by 
them. 

Q. That is, the largest coal companies are r(*ally owned by the railroad com- 
panies themselves; or there is a community of interest, is there not, between them 
and the railroads?— A. I can only say, I sujipose so. That is a question of the 
stock books. The stock transfers are the only things that will show that. 

Q. You said that the independent operators had dropped from 34 per cent to 29 
percent this year. Will you tell us the cause of that falling off'?— A. Quite a 
number have sold. 

Q. (By Mr. Conger.) Sold to whom?— A. To the various companies. Some of 
the largest companies have been increasing their holdings. 

Q. The railroads'?— A. Not directly, in any case. 

Q. (By Mr. C. J. Harris.) We do not mean, when we say the railroad com'* 
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E anies; 1 think we would better say tlie companies which have been testified to as 
eing controlled by the railroads. That is what we mean.— A. Yes; with that 
understood I should say, yes. I could not, of course, testify as to the control of 
these companies. That is something 1 do not know anything about. 

Q. To what points is the coal shipped— the anthracite coal produced by these 
companies?— A. It really goes all over the country. The market extends south to 
New Orleans and west to Duluth, and to all points east of those cities. 

Q. In what direittions, if an 3 % do you have most of the trouble with freight 
rates?— A. That would be a very difficult (piestion to answer. Under the con- 
tracts there is no question of freight rates. The people who have sold their coal 
under coutra( t have nothing whatever to do with the rate. (Jn the relatively 
small proportion sold on their own account, naturally, there is complaint of the 
rate in every direction. 

(^. Do your people have any complaints in regard to furnishing cars for other 
facilities?— A. That, 1 think is exactly as in any large industry. There are times 
when cars are scarce; and w_hi>H we appreciate that it is impossible to furnish all 
that are needed, we find it a very wise plan to insist on getting them, though I am 
not sure it amounts to very much. 

C^. Would you say they treat the companies in which they had an indirect inter- 
est better than they treat your indepemlent companies?— A. Oh, no; not at all. I 
think the distribution of cars has been exceedingly fair all through. I would be 
very apt to hear any complaint in that direction. 

Q. Are there any complaints in regard to terminal charges?— A. No; I do not 
remember of hearing of any complaint on that ground at all. 

Q. What did 1 understand yon to say in regard to the jiroportion of coal con- 
tracted to the larger companies as compared with what your independent oper- 
ators ship and sell directly?— A. That I really could not answer. The larger 
proportion, t should say, is contracted. 

Q. I understood you to say the larger proportion is sold to the larger companies?— 
A. Yes. In many cases, if I may explain, a company will contract to" sell the 
greater part of its output. Anything it produces over and above the (luantity 
contracted it may send to market on its own account. That is done sometimes, 

Q. (By Mr. Kkn.vedv.) Did you not just now say that cars are furnished freely, 
that there is no trouble on account of cars?— A. When they can, the railroads fur- 
nish them. I think we all recognize that there are times when they can not give 
the cars. 

Q. You heard the testimony of Mr. Brooks at Washington, did you not?— A. 
Yes. 

Q. His complaint was that there was a great deal of trouble.— A. During the 
time grain is moving it is very difficult to get cars back. In many instances they 
have sent coal in box cars. I think that is a local matter. It is hardly a matter 
of any importance. The local agents may send in box cars to collienes whose 
chutes were not suited for them. 

Q. Is the situation better now than it was at the time Mr. Brooks made the state- 
ment?— A. I should say, yes; decidedly. The railroads have all added to their 
rolling stock and to their motive power. 

Q. He seemed to think it was because they were being discriminated against by 
the railroads.— A. I do not think so, because that is a contingency that happens 
in almost everything. I had the same trouble when I was in the iron business. 
Those are local matters; they are not broad. 

Q. (By Mr. C. J. II.vuris.) What i.s the contract price generally made with the 
larger coal companies by the independent operators? 

The Witness. The yearly contracts made a great many years ago gave the 
operators 40 and 40 percent of the price at which coal sold at tide; and. at the 
same time, I believe there were some contracts that were based on the amount 
paid to labor. The varying price of labor made a difference in the price that the 
operators received for their coal. Just how that was arranged I do not know. 
That was a matter of some 25 years ago. It was a regular scale contract. After 
that the rate was advanced to, I think, 55 per cent. 

Q. We understand to-day it is 60.— A. Then it was made 00 per cent and was GO 
from 1892 up to 1898—6 years. 

Q. What is the contract that is to be made now?— A. The contracts are based 
on 65 per cent of the tide-water price. 

Q. For how long a time is that contract to be made?— A, That, I think, depimds 
bn each individual company. It is a contract that is not made between the rail- 
roads, but between each coal company and each individual operator who chooses 
to sell. 

Q. Is it not made for the whole product of the mine?— A. I think it is in some 
cases, and not in others. An operator whose lease terminates can not make such 
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an agreement. If the lease of any part of the ground terminates before the time 
by which all of the coal can be removed he can not contract for all the coal in the 
ground, so that each individual contract has to be drawn with that allowance. 

Q. (By Mr. Kennedy.) Have you seen these contracts?— A . I have simply seen 
the first form. It has been modified and worked over, and the last form I have 
not seen at all. 

Q. You are familiar with all the terms of the contract, are you?— A. I really 
could not say I am. It has been in the han<l8 of a special committee and has not 
come under my scrutiny at all. 

Q. Could you send us a copy of it? — A. I really could not promise to do that. 
I could ask for it. 

You would only have to ask members of your association? — A. I should have 
to ask the executive committee. 

Q. What percentage of the memliers of your organization have entered into 
that new contract with the companies?— A. That question I could nof answer. 

Q. Are they accepting it very generally?— A. They are; the majority of them 
are contracting on that basis. I might say they find it very much more to their 
advantage to do that, and avoid the necessity of having an office of their own to 
dispose of the coal. If they have an office of their own it is a very simple com- 
mercial proposition— they mu.st have an office hero and a representative in a dozen 
other places, involving large e.xpense, while they may not be sending coal to those 
places. 

Q. (By Mr. Conger.) Do tho.se contracts usually restrict the production of the 
mine?— A. Oh, no; never. 

Q. Is the mine operator at liberty to produce as much coal as he has a mind to 
under that contract, and can he get cars to take as much as ho will mine, regard- 
le.ss of the (luantity? — A . The coal company agrees to take as much as it requires. 

Q. Alii As much as it reipiires?- A. I do not remember the clause that covers 
that ground, but the coal company certainly could notagri'e to take an amount of 
coal that it could not dispo.se of. 

What I was getting at was the fact as to how the production— the amount 
of production— is fixed.— A. Well, the coal cojiipany will take all the coal it can 
handle, and there conies in the point I made a little while ago - that the operators, 
when they ship over and above the amount contracted for, can sell the surplus on 
their own account. 

Q. The operators can? — A. That has been the ca.so always. 

Q. If they di.spose of their selling agencies they are not in position to market to 
great advantage, are they? - A, There are the various commission houses. There 
are in New York probably is or 20 largo commission houses handling coal, both 
soft and hard. 

Q. You testified a little wliile ago that the distribution of cars is. in your opin- 
ion. satisfactory to the operators at the present time. Naturally it would devolve 
upon the railroads to supply jilenty of cars. Would they not, under this contract, 
have the first interest in that direction?— A. Most decidedly. 

Q, Has that been the remedy for the eviD— A. 1 think the tendency, so far as I 
can see, is lor the railroad companies to give the operators preference in the num- 
ber of carsover their own collieries- that is. over the collieries operated by the com- 
panies supposed to be under railroad control. 1 m itice that in taking the figures of 
the mine inspectors showing the number of days worked by various collieries, as a 
general thing, what wo call the railroad collieries operate a less number of days 
than the individual collieries. 

C^. (By Mr. Kennedy.) Again that is directly a contradiction of Mr. Brooks's 
testimony. —A. That is what I say. It is purely a local matter. It is a matter 
that affects one colliery and may not affect another. That sort of thing may last 
at one colliery for a few days or a week. Shortage ot cars is a local matter- a 
temporary matter. 

Q. (By Mr. Conger.) Are you an operator yourself?— A. No; I have not any 
interest in mines— that is, in hard coal. 

Q. Have you any soft coal? — A. Yes; I am interested in several soft-coal mines. 

• % consider that hard and soft coal are competitors?— A. Most emphat- 

ically. Thirty-five per cent of our output is in direct competition with bituminous 
coal. It is a competition that is steadily increasing. 

Q. Have the independent operators any grievances at the present time? Are 
they satisfied with present conditions?- A. While they have taken in these con- 
tracts, I have not heard any complaints. The contracts are apparently satisfac- 
tory. Of course 1 think everybody would like more, but it has been doubtful 
whether it can be obtained. 

Q. They are getting what they consider their fair share?— A. If fairly carried out, 

Iv 1 ^ everybody considers it a very fair share. The arrangement puts 
the division on a very fair basis. Out of the difference between what the company 
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pays and what it receives, it has got to pay the freight rate, which is an arbitrary 
rate. These companies also have to pay their selling expenses and for the support 
of the various agencies. 

Q. The present consumption of anthracite coal is about how much per annum?— 
A. Last year it was 47,000,000 tons, 1 think. 

Q. Would the total capacity of these collieries be much greater than that con- 
sumption if they were run full time?— A. Not unless we had another class of men; 
the men won’t Avork more time. 

Q. Will not work more time? — A. No. They worked all the time in 1899; I 
think we wore then just about as near our productive power as we can get. 

Q. It has been testified to here in the last day or two that at present coal is being 
produced at the rate of 5,000.000 tons a month.— A. Yes; it is. But you could not 
do so much all the year round. To produce 5,000,000 tons a month you have to 
increase your dead work very rapidly, and that is slower work. You could not do 
it; you would not have space for it. 

Do vou think every producer is putting out a.s much coal as he can at the 
present time?— A. No; 1 think there are some collieries that could put out more 
if they would press hard, but it would not be an advisable thing to do. Hasty 
mining is dangerous. 

Q. Do you think the mines are being run at practically their full capacity— say 
two-thirds of the capacity at the present time?— A. 1 would say that to-day the 
mines are at full capacity, decidedly. The record of production is only 5,125,000 
tons, I think, in a month. 

(^. What I was getting at is whether there is any agreement or arrangement by 
which iiroductlon is restricted among the operators?— A. No; there is nothing of 
the kind at all. There are times when the market simply does not take coal, and 
you have no place to store it. It is like any other large commodity. If you keep 
on running a factory you produce a certain amount of goods that you can not find 
a sale for; and the coal trade is in the same condition. During the summer 
months the market requires very little coal, and the mines operate until they have 
everything filled .lust as full as they can. They (*over tno current demand, and fill 
every available storage for the consumption m winter. 

Q. (By Mr. C. J. IIaruis. ) Is dead work done in the summer to some extent?— 
A. To some extent, yes; it is absolutely necessary to do that, so as to provide for 
extended mining in the winter; otherwise you could not operate. 

Q. (By Mr. Coxokk. ) flow is the price ot coal fixed.’'— A. It is not fixed. Each 
company has its own price. The price varies according to the reputation the coal 
has, and according to the grade and (pialily. 

Q. Does not coal of the same quality sell for about the same price in the same 
market now?— A. No; 1 should say the variation in the market would be between 
70 and 80 cents a ton. 

Q. In coal of the same grade?— A. Different kinds of coal, 

Q. Same cpiality and grade'-'— A. Yes, I would be willing to say that is true 
practically of the same quality and grade. There is a difference in the reputation 
that a coal has. Some people prefer a free burning coal, and some prefer a slow 
burning coal. 

Q. Can you mention any two names or kinds of coal between the prices of which 
there is such a wide divergence as 70 cents a ton at the present time?— A. Oh, yes. 
I should say that in any of the free-burning coals of the Upper Lackawanna region, 
as compared with the coals of the Lykons Valley district, you get a variation of 
more than that sum. Those are two extreme coals. They are both specialties. 

Q. Do you refer to the Now York price?— A. New York, yes; I am quoting f . o. b. 
New York. 

Q, As I understand you, these two coals you have namt'd are practically of the 
same quality?— A. No; they are dilferent in ijuality. You can not get any two 
coals of the same quality. There are coals that have a reputation. The actual 
Wting power of the one is practically the same as that of the other. I would say 
they are practically of the same (juality. As to market value, they are entirely 
different in character, and conseiiuently they have a different market value. 
Lykens Valley coal is a very choice coal to some people; other people would not 
use it under any consideration. 

Q. (By Mr. Ripi.ky.) Was there not formerly some sort of agreement or defi- 
nite price put on each kind of coal?— A. I think there has been nothing of that 
kind since Mr. McLeod s time. 

Q. That was customary, however, for a great many years, was it not?— A. No; 
that lasted only about 3 months, and that was not with all kinds of coal. That 
was only with the production of four or five companies. 

Q. You mean to say, then, that in the market of New York to-day there is not 
a certain price for each grade of grate, stove, or nut coal? You mean to say there 
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is not a regular quotation for each one of those kinds of coalV— A. For an average 
all through? 

Q. In general?— A. No: decidedly not. 

Q. There is not?— A. No: there is not. One company will issue a circular for 
its coal, and you will find in that circular a series of variations all the year through. 
The circulars issued by the other companies are each for their own variety of coal. 

Q. These collieries must overlap, do they not, so that two collieries or two com- 
panies will be producing practically the same (luality of coal? That is, there is 
more than one company in theLykens Valley district? — A. No; the Lykens coal is 
practically all brought up by the Lykens Valley Coal Company. The vein is touched 
by other companies. 

Q. But the prices of that coal differ as between the different companies?— A. If 
all got out Lykens Valley coal they would all get the highest market price on that 
coal. 

Q. In other words, there would be a practical agreement on that (piality of 
coal?— A. No: I should not call it an agreement, I would rather put it this way. 
The people who were getting this class df coal would get just as much money for it 
as they get in the market. 

Q. Did not the sales agents meet up to 2 years ago? — A. That I do not know. 

Q. Were there not meetings of the sales agents representing all these com- 
panies'-'— A. That I do not know. 

Q. There were meetings up to a comparatively recent date, wore there not?— A. 
That 1 could not tell you. 

Q. They were testified to very fully in 1892.— A. That was before my time. 

Q. You have no knowledge, then, of meetings of sales agents within 5 years'?— A. 
Absolutely none since I have been in the trade. 

U. You have never seen published reports?— A. 1 have seen numerous reports 
and statements. 

Q. You have never seen anything to confirm them?- A. Absolutely nothing. 

Q. (BvMr. Kennedy.) Are soft-coal dealers members of your association?— 
A. No. 

Is there an association in New York of soft-coal men?— A. None that I 
know of. 

Q. How is that coal handled here: does it come in as the property of individuals 
or the railroads?- A. It comes in as the property of individuals. Some of the very 
large sott-coal comi)auies follow the same plan as the big anthracite companies do; 
that is. they buy up the product ot the various small companies around them and 
ship It to New York as their product, 

C^. Do you know anything about the difference of cost of ship])ing soft coal and 
hard coal the charge pei ton per mile by railroads'"— A. No: 1 really could not 
say anything definite on that, point. That is a matter of figures from the books of 
the company. 

Q. You are interested in soft coal, are you not?— A. Yes. 

Q. Shipping it'."— A. Yes; I am interested in Tennessee and West Virginia mines. 

Q. To what points do you ship that coal?— A. The West Virginia coal goes to 
Newport News and some of it West: the Tennessee to Chattanooga. 

Have you ever figured out the cost per ton per mile of shiiqiing your soft 
coal?— A. Some years ago, in West Virginia, but that was an exceptional year. I 
think the cost was something in the neighborhood of three-tenths of a mill per ton 
per mile. 

Q. You consider that very reasonable?— A. Yes; that was particularly reason- 
able. 

Q. Was it more so than they are charging for shipping the hard coal in this 
region now?— A. Very much less; but the price there has advanced very materi- 
ally since that time. That was really a losing price. The roads could not afford 
to operate on that basis. 

Q. You know nothing about the charges of shipping soft coal to this market?- 
A. No; I do not: I am not in that business at all. 

' Q. Have heard of no complaints about the great disparity between the two?— A. 
Oh, naturally I have heard complaints. I think all anthracite people have com- 
plained that the soft coal gets into the market for less money than the anthracite 
does. 

Q. Do you know of anv reason why it should be brought in cheaper?— A. Yes; 
there is really a very good reason. SSolt coal comes in train loads, and it is all the 
same. You can carry it out to the end of the dock and dump it into the boat 
and ship it. Anthracite comes in different sizes and is of different qualities; all 
have to be kept apart. Probably 5 cars will be of one kind. Those will have to 
be loaded into a barge. The others will have to be held, and you have got to hold 
the barges there under demurrage till you get enough of that grade to fill them up. 
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So it does make a very great difference in the coat The coal must be pat on 
storage piles, awaiting mfficient amount to M a particular order or must be held 
in cars at thecost of demurrage on the cars. Of course, that does not pay. It means 
also interest on the value of the coal, as well as the breakage on the coal, which 
amounts to a big item. Soft coal is shipped direct, It goes right from the mine 
down into the barge. It is an infinitely easier article to handle. 

Q. What is the rate per ton per mile of shipping hard coal to tide water?— A. 
The present rate? I could not answer. I would simply be giving a guess, and 
that would be, 1 think, very unsatisfactory. It varies on the different roads and 
according to different mileage.s. 

Q. What has it been in a recent period?— A. Well, in the period which I com- 
pared with the rate then prevailing on the (Chesapeake and Ohio, it was aliout 
nine-tenths of a mill: but that is not a fair comparison, you remember, because 
that nine-tenths includes all the selling charges, and this demurrage at tide, and 
the delays. It is very expensive. 

(0. (By Mr. C. .7. Harris.) Have you any estimate of the amount of anthracite 
coal in sight at present; how long it would last at thopresent rate of jirodution?— A. 
None except that made by Orifiitli some years ago, and published in the Bond 
Record. 

Q. Do you remember about what that was; how many years' supply he estimated 
there is ahead?— A. No, I really do not 

CJ. Sixty or an hundred?— A. I really could not say offhand. My recollection 
is that the estimate of one hundred years was for all regions. That supply was 
estimated tor some two hundred and fifty or three hundred years for the Reading 
Company alone; something of that kind. That is simply a guess. Really I do not 
remember. 

(^. The Reading Company is the largest bolder of coal lands of any of the rail- 
roads, is it not? — A. Oh, yes, by a great deal. I am speaking simply of the Read- 
ing Company as being the largest of all. 

Q. (By Mr. Kennedy.) What profit has the seller of coal now, on the ton?— A. 
Wnat is his commis.sion, you mean? 

(3. Yes; or what is the profit? Can you give us the cost of bringing a ton of 
coal to New York— mining cost, and the transportation cost, and any other items 
of cost, if there be any, and the selling price of it.-'—A. No: I really could not do 
that. The figures vary so much in each case. They vary with -every mine: with 
every part of the mine. 

Can you give an instance?- A. 1 could not give even a single case. That is 
a matter that does not come under my department at all. 

Do you know anybody that could do that?— A. That would have to be done 
by the individual operators, by each company. The figures vary in each case. 
They vary with the distance the mines are from tide, and they vary with business, 
the amount of track the operators own. Some of them have a lew miles of track 
running from their breaker out to the railroad, and on that they get a certain 
mileage. And they vary with the vein they are mining in, and the length of time 
they have mined in the vein, and the local conditions for the vein. 1 do not think 
it would be possible to ev<‘r arrive at even a moderately accurate estimate. I took 
that thing under consideration a long time ago, and found it impossible to arrive 
at satisfactory conclusions. 

CO. Can you give us any information about the export, trade in anthracite coal, 
and also in bituminous coal:— A. In anthracite coal there has been practically no 
export to Europe. Some small quantities have gone o^ er, I think more as sam{)les 
than anything else. I do not .suppose the total amount of anthracite export to 
Europe would be more than 10 or b") tons. The Bureau of Statistics gives'the 
figures of anthracite export, including the coal going to Canada. The Canadian 
market is a very large one for anthracite. 

(^. Do you know anything about the exportation of the soft coal?— A. Yes; 
there is quite a great deal of it going abroad. 

Q. You are in that trade yourself?— A. Yes, but wo are not exporting any. I 
went over to Europe a couple of times just on that matter to find out what market 
there is, both for soft coal and hard coal. 

What do you think of it?— A. I think the market there is a very big one, 
especially in the southern part. I do not think we can touch the northern part 
for a great many years, 

Q. Are you going exclusively into southern Europe?— A. Yes; I think the ship- 
ments this year will amount to close on to a million tons. 

C). Is that a great improvement?— A. There was practically nothing before. I 
re^ly do not remember the exact figures. I did see them, too. 

Q. (By Mr. C. J. Harris). Where does the coal go from mostly?-“A. Phila* 
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delphla and Newport News. I think a little has gone from New York— very little. 
New York is not so good a shipping point as those. 

Q. West Virginia coal mostly?— A. West Virginia and Pennsylvania. The coal 
has been received very favorably on the other side, but our method of mining is so 
different from theirs and also the shipping, that it is going to take a little more 
effort to establish the market, and get firmly fixed in it than it would here. 

Q. Whence have these southern countries of Europe formerly obtained their 
coal supply?— A. From England principally, and small quantities from Belgium 
and Germany. Spain produces practically no coal, Italy none; they have to 
import all they use. 

Q. What did you say of the price of anthracite coal at present? What is it here 
in New York? What is it, delivered on the other side, on the Jersey side?— A. That 
would be a very difficult question to answer. 

Q. What 18 the New York price of anthracite coal at present?— A. That would 
be beyond me to answer; it would depend altogether on the kind of coal you are 
going to buy. 

Q. We have had an average price given u.s here?- A. Yes, but an average price 
would not apply to every coal. You probably could not buy a ton of coal on that 
basi-s. ' 

Q. I think we have had an average price of .sl.35 or .S‘i.75.~A. I should not like 
to answer that question, becau-so it would b(' simply a guess, and I do not think 
you would get a first-class coal on that basis 

Q. How much higher is anthracite coal at present than it was at the same time 
last year, if any?— A. I should say about oO or .‘Id cents a ton. I do not know 
about that. (After looking at paper. | Yes, i think that is a very fair estimate. 

I have here a statement showing the averages are made up from the selling con- 
tracts prepared by me for the association. Eat h conqiany turns over to the com- 
pany from which it bu) 8 coal an exhibit of the average price at the end of each 
month. Tho.se statements were sent to mo, an<l I put all of them together. 

Q. To what do you attribute the higher luico at the present time when com- 
pared with the corresponding twelve months ago?— A. 1 thinkitis very largely due 
to the strike, ft made coal extremely scarce. 

Do you have an idea that the prices will drop back to their old position?— A. 
Oh, I think so, beyond any doubt. You see anthracite coal in this market, in fact 
in all the markets, is meeting with a very slrong conqietifion from bituminous 
coal, and a very injurious re.sult from the use of gas as find. Gas and steam are 
replacing it in the large office buildings and in houses lor domestic use. The con- 
sumption of anthracite is uiKjuestionablv falling off. 

C‘^. Suppose the price of anthracite coal should be unnaturally advanced; would 
there be any check for such advam e?— A. There would be almost an immediate 
check from the increased consumption of gas— gas and bituminous coal for steam- 
making purposes. 

(By Mr. Conoeu.) Is it not a fact that (he price of anthracite coal has 
already lieen so advanced as to greatly encourage thi* use of gas and other fuels?— 
A. I would not put it in that way; no If you will look over those figures you 
will see the price of anthracite has been comparali\ely regular from 1897 to 1900. 
Taking the average of any size- except, possbly, the steam si/.es— 1 do not think 
you will find an average advance of more than I cents. 

Q. (By Mr. C. J. Hahkis.) Can you give us the maximum price of the domestic 
coals for 1897, 1898, and 1899?— A. Thos<‘ prices are not fixed that way. 'J here is 
a general average of chestnut and larger. 

C^. (by Mr. Conger.) Are those prices from 1897 higher than they were pre- 
vious to that?— A. No; they run pist about the sarac!. 1 have no general figures 
of this kind for previous yoarsr. I have the figures of .some of the companies and 
some individuals who sold here. They run very clo.se all the way through. They 
are much lower, I might say, than they were back in the latter part of the seven- 
ties and in the eighties. 

Q. Everything else was lower?— A. Evoiything else was lower; yes. 

Q. The independent coal operators have no grioiauces now of which they may 
complain?— A. I do not know of anything that 1 feel at liberty to complain about. 

Q, (By Mr. C. J. Harris.) With the [iresent new contracts that are offered to 
the independent operators will there be any large percentage of independent opera- 
tors in the anthracite coal business in a .‘■hort tune?— A. In what way? I do not 
quite understand. 

Q. If the independent operators tie up their properties on this 6.1 per cent con- 
tract, then that property, that product, is handled by the larger coal companies, 
and I understand you to say that the tendency is for the independent o])erators to 
go into this arrangement— to sign these contracts. In view of this outlook is it 
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not probable that there will be very little independent prodnction in a short time? — 
A. What we call an independent oi)erator is a man who owns and mines, irrespec- 
tive ot the way that he sells. 

Q. The degree of independence— that is what I was trying to get at.— A. You 
mean independent shippers. If you put it that way, I think there will be com- 
paratively few. 1 believe most of them will find the contract rather more to their 
advantage than the other method of selling. 

Q. Has there been any corresponding reduction in freight rates offered the inde- 
pendent pT’odiicer?— A. Oh, yes: that same proportion carries all through. You 
mean to the independent shipper? 

Q, Yes, the independent shipper.— A. Yes. 

O. (By Mr. Conoer.) You are quite certain of that?— A. That is what I am 
told. I am simply giving my general information on that point. 1 think that is 
the general understanding among the shippers. 

Q. Mr. Haddock testified this morning that he did not so understand it.— A. Mr. 
Haddock never had a contract. 

Q. That is probably true, because it woiihl harmonize with his testimony, which 
was to the effect tliat he had not as an independent shipper as yet been given a 
freight rate o(|uivalent to ^{5 per cent of the selling price. — A. I should be very 
much amazed if he has, because those contracts have not gone into effect. 

Q. Ought he not have it now if the present rate is b) per cent?— A. The rate is 
not 40. That is not the way it should be calculated. 

Q. (By Mr. Kennedy. ) You say you know of no cause of complaint on the part 
of the independent operators that you are at liberty to state. Do you mean by 
that you know of no complaint whatever?— A. No; 1 mean 1 am not authorized to 
make any complaint. 

Q. Do you mean by that you know of no cau.se for complaint?— A. 1 think I 
would rather not answer that question. 

9 . Are you familiar with labor conditions in the anthracite region?— A. Yes; 
fairly so. 

Q. Do you think the miners were just m their demands last fall?— A. No, I do 
not. 

Q. You do not? — A. I think part of the demands were po.ssibly just, but the 
general demand, I think, was unfair. 

Q Are you in favor of arbitration of labor disputes?— A. Very strongly, when 
both sides can be equally responsible. 

Do you recognize that there were more than two parties interested in that 
strike last fall? Do you recognize the public as a party at interest in a trouble of 
that kind?— A. I think necessarily. 

Q. Well, have you any opinion ns to whether there should be any means of com- 
pulsory settlement of troubles of that magnitude when they affect all the people?— 
A. 1 think it would be very desirable if that same compulsion could apply equally 
to both operator and laborer; but while you could very easily ap])lv compulsion 
to the operator, whose money is in his property, it would be very difficult to apply 
it to the laborer. The laborer has no interest; he has only to pack his trunk and 
household goods and leave. 

Q. In that case the laborers were asking for arbitration from the very beginning, 
were they not?— A. There was nothing said about arbitration in the beginning; not 
in the beginning of the labor dispute. 

Q. Are you sure that Mr. Mitchell did not submit a proposition for arbitration?— 
A. At the first meeting; but that was after the thing had gotten fairly under way, 
and the matter had been taken up locally first by the various unions and various 
lodges. 

Q. (By Mr. Ripley.) You say, Mr. Fleming, that the individual operators have 
no complaint to make?— A. I sav I am not authorized to make any complaint. 

Q. You have said that there is a tendency toward decrease in the proportionate 
output of the independent operators during the last few years, have you not?— A. 
No; I referred to the difference between last year and this. Prior to this year 
there had been no material decrease. 

Q. Has not a very considerable purchase of coal land been made by the coal 
companies within the last 2 years, beginning with the purchase by the New York, 
Ontario and Western, and other companies?— A. I think that was covered in a 
previous question; yes. 

Q. (By Mr. Kennedy.) Have you anything to volunteer?— A. No; I think you 
have covered the ground very thoroughly. 

(Testimony closed.) 
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Nrsw York City, February 31, 1901, 

TESTIMONY OF MR. ALFRED WALTER. 

President Lehigh Valley Railroad Company, 

Tho Special Subcommission met at 1030 a. m., Mr. C. J. Harris presiding. At 
1.43 p, m. Mr. Alfred Walter was introduced as a witness, and, being duly sworn, 
testified as follows: 

O. (By Mr. C. J. Harris.) Will you give ns your name and your occupation 
ana address?— A. Alfred Walter, pro.sident of the Lehigh Valley Railroad; my 
residence is in South Bethehem, Pa. 

Q. We would like to question you to some extent in regard to the anthracite coal 
situation. Will you tell us what proi)f)rtion of the anthracite coal output your 
railroad carries, or the coinpaiiK'S connected with your line? A. We transport 
something over 1 .j( per cent of the product. 

(^. Has your proportion been increasing, or has there been any variation in that 
percentage for the last 10 or 15 years?— A. The percenbigo that we are hauling 
now is, according to my recollection, about that of the last 3 or 4 years. 

Q. Is the coal output on yonr line produced by companies auxiliary to the rail- 
road company or by independent operators?— A. It is jirodi^ed by both. 

Q. Do your auxiliary companies buy tho output of the independent producers 
for the most part?— A. In part wo do, and in part we do not. 

What is tho percentage basis on which you buy and handle what you do 
buy?— A. At the present time wo pay our operators from whom we buy coal (50 
per cent of the selling price at lido water. 

Q. That has been the evidence of moat of the witnesses, but there has been men- 
tioned a different proposition at tho present time which would be more favorable 
to tho independent operators— that is, a larger percentage to them. Have you 
made any of those contracts yet? — A. We have not concluded tho arrangement. 
Tho matter is now midor discussion. 

(^. Is there probability that the oiiorators will receive a still higher percentage 
than they now get?— A. Iff looks that way; yes. 

Q. What do you say of the production and sale of anthracite coal; is it increas- 
ing from year to year, or does it stand about the same in tonnage?— A. In tonhage 
1 think Ihe statistics would show that it varies Irom year to year, but probably 
over a period of years it increases somewhat. 

(^. Is there an economic limit to tho price at which you can sell your anthracite 
coal? (Jould tho price be c.dvanced indefinitely, or, tho minute the price of coal 
became what tho people called exorbitant or considerably increased over what it 
now is, would there be a resort to the use of other articles for fuel?— A. Oh. 
unquestionably; it has done so already. 

Q. What would you say of the pi ice of coal to-day: is it a high, or a low, or a 
fair price.-'— A. I should say it is an e(iuitable price. We hear of no complaints 
from anybody. 

t^. Is the price of coal higher than it was at tho same time a year ago, and if so, 
how much?— A. You are speaking now of tlio price to. the con-umer? You know 
there is a very great difference between tho tluctuations of the wholesale price 
and the price to the consumer. The price of coal to tho consumer does not vary 
very much, I could not give you exactly tho difference. It is not much over 35 
cents, if that. 

C^. Is the margin between tho wholesaler and the consumer— that is, the margin 
of ]irofit— a fair and proper and equitable one, would )ou .say, or could it be han- 
dled more economically by large comiianies?— A. I am not thoroughly advised on 
that subject, except in a very general way. It of course depends on tho facilities 
that the people have for handling it. Many years ago, perhaps twenty years ago, 
coal was handled at all points in a very primitive way. I think, within my 
memory, when a boat load of coal came to the dealer's yard it was unloaded by a 
bucket and a mule. At that time the business was done on a .small scale through 
a great many dealers, and the amount of money invested by any particular dealer 
in plant, etc., was very small. The tendency of the last few years has been to 
concentrate the handling of coal in fewer hands, and those people have invested 
much more money in labor-saving devices, have carried larger stocks ot coal, and 
the presumption is that they save by so doing. It works out on tho same line as 
all other business of a similar character, 

Q. Is the cost of mining coal the same now that it was ten or fifteen years ago?— 
A. Oh, no. When I first became familiar with anthracite mining some twenty 
odd years ago, the great bulk or very large proportion of the mining was done at 
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result was that as water accumulated the mine drained itself, and at that time 
mining was a much more profitable undertaking than it is at the present time. 
Not only that, but it was like all occupations of that kind in that it was gone into 
by a Dumber of individuals. The plant required was comparatively small. The 
amount of money spent at that time tor a coal breaker probably did not run very 
much over $10,000 or $;J.),000, and a large part of the coal that was mined went to 
waste. Now those workings above water level have not existed for some years, 
and in order to obtain the tonnage it is necessary to go below the surface in a ver- 
tical way. That means that you run up against innumerable difficulties, increas- 
ing the cost in every direction. Not only that, but in oi der to get any return at 
all on the investment it is necessary to have much larger investments. For 
instance, the Lehigh Valley Coal Company is just completing one colliery opera- 
tion that is going to cost us over .$r)00,000. The same tonnage was taken out 
twenty years ago by a number of operations that perhaps cost ns $25,01)0 or $80,000 


apiece. 

Q. Why is it there have not been inventions of machinery in anthracite coal 
mining to cheapen the cost, or have there been any? — A. Oh, a great many. There 
has been a vast improvement in that respect. 

Q. Do you use the e^ctrical coal machines? — A. Yes; there are a number of 
devices of that kind. 


Q. They work in anthracite the same as in soft coal, do they not?— A. The 
devices are different. Of course, the method of conducting anthracite mining is 
quite different from that of conducting the mining of bituminous coal: but the 
general idea that labor-saving macliim's have been invented and are used is true, 

Q. But still that fact has not, I understand you to say, lowered the price of 
mining coal per ton?— A. Oh. no; because the other items of expense have in- 
creased in very much greater ])roportion. 

Q, What do you say of the general (‘ommunity of interest which has been devel- 
oped on the part of the various coal railroads in the last few months or the last 
year? Is coal mining and handling coming more and more into fewer hands?— A. 
1 do not think it is coming, necessarily, into fewer hands; I do not see any evi- 
dence of that. 

Well, what would be the end and aim of such combination in an economic 
way— and the results?— A. 1 take it that the competitive conditions under which 
we have done a great deal of our work in years gone by, have developed so many 
conditions that they render difficult the reasonable and businesslike discussion of 
the intricate questions involved. It is desirable that when they are discussed they 
should be discussed under conditions that wdl enable this to bo done without any 
particular interest feeling that it is jeopardizing its business interests. 

Q. Would there be any savings arising from such a combination that would be 
likely to benefit the consumer as well as the people interested in the combinations?— 
A. Generally speaking, I think that any arrangement that can be brought about 
to benefit the producer is bound to benefit the consumer. 

Q. You see the map of the coal fields [relerring to map]. Do you mean that m 
such a combination the markets nearest to the coal field would be suj)pli('d from 
that coal field, saving, perha[>s, in transportation of freight.'*— A. Not necessarily. 

That would not cut very much figure in the matter?— A. Not very much; 
not necessarily. You must remember that the anthracite coal from one region is 
entirely different I'rom the anthracite coal from another region. In otlier words, 
anthracite coals are not all alike; they are not one substance, nor ca.i they be used 
for one purpose. People who have been in the habit of burning anthracite coal 
from one region do not like to burn it from another. Take a very cold country; 
the people there like to burn a very hard coal. Take a warm section of the coun- 
try; they like to burn a softer coal. There are some sections of the country, 
praticularly down East, down in New England, where they pay a very high price 
for a certain class of coal, and do so because it is cheap for them to do it. 1 know 
it was the case some years ago in the manufacturing districts of Massachusetts, 
where the operators came home for their dinners in the middle of the day, that 
they would buy a small (juantity of red ash coal, which will kindle with a match 
almost; and when burned up will burn itself up entirely, there being very little 
ash left; they got the full benefit of it. And 1 suppose they buy it still. They did 
formerly. They could afford to pay for that coal, whereas harder coal coming 
from a different vien could not be used for their purposes at all. 

Q. { By Mr. Kennedy. ) What proportion of the coal product that goes over your 
road is tnat of independent operators and shippers?— A. Generally speaking about 
60 per cent. 

Q. Is that higher than the percentage carried over other roads?— A. Higher 
than moat of them, yes. I think it is the highest of any, 
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Q. You mean 60 per cent of the coal that goes over your road is shipped by 
independent— by individual operators?— A. Yes. 

Q. Do they get cars as freely, and are they supplied as cheerfully as they are 
given to your own people?— A. Oh, quite so; generally more freely. 

Q. There is no complaint on that score, is there? — A. I think not. 

(}. Is it not tiio policy of your road gradually to get absolute control of the prod- 
uct of your region?— A. No. 

Q. Would there be any advantage to your company in having the mining and 
shipping and selling of the product?— A. None, excepting to conserve the general 
interest. Of course the operator, like everybody else, only asks what he thinks is 
his fair share of the business; and as the ability of the whole region to produce is 
very largely in excess of the ability of the market to take, the individual operator 
very often thinks that he should have the opportunity of shipping when, in order 
toconserve the general situation and make a reasonable and equitable division, it 
would be unwise for him to do so; that is, unwise for other people situated the 
same as himself, to have him do so. 

Q. Is there an v restraint in any way upon his shipping to the full cajjacity of his 
collieries?— A. No; if he does it, he does it of his own free will and accord. 

Q. You ship about 15 per cent of the anthracite product?— A, Yes; something 
over 15', per cent. 

Q. Is there any allotment to you of what your line shall carry of the anthra- 
cite?— A. No; we endeavor to conform to our proportion of the tonnage which 
can bo shipped in any one month. 

Q. Can you say what the maximum production of your field might be, as com- 
pared with what you are shipping now?- A. W e are shipping now our maximum. 

Q. You are shipping your maximum?— A. Yes; I think all fields are. 

Q. (By Mr. Ripr.EY.) Would that bo true of the Philadelphia and Reading 
fields?— A. I think so. I can not speak for them, but that is my impression. 

Q. You mean the maximum of collieries that are in existence, not the maximum 
amount of coal that is in the ground?— A. No; I mean the maximum of the ability 
to produce. 

Q, (By Mr. Kenni';i)y.) Have the independents any large tracts in reserve that 
are not operated?— A. I think not. 

Q. (By Mr. C. J. Hauhis.) Do the independents own or lease for the most 
part?- A. Both; I .should say, perhaps, they lease more than they own. 

Q. (By Mr. Kennedy.) You said something about a 65 per cent contract. I 
would like to ask you if it i.s provided in that contract that those who sign it shall 
forever after be debarred from shipping during the life of the other collieries?— 
A. I do not understand your (luestion. 

Q. Is It provided in that contract that tuoso who sign it, the independent oper- 
ators, shall give the entire product of their collieries to the company, sell it to the 
company? Is the 05 per centcoiitract for the whole of their production?— A. Yes, 

I want to bo a little careful in answering that ([uestion. I think there are a great 
many limitations and stipulations in connection with that. 

Q. (By Mr. Ripley.) Practically it is for the life of the property.— A. Prac- 
ti(;ally, yes; still, as I say, with certain limitations. 

Q. (By Mr. Kennedy.) I should like tohave you tell us more about your under- 
standing of this phrase which has become so common now, “ < oramunity of inter- 
est,” and how far ttie principle behind it has progressed among the coaler roads.— 
A. Of course, I can only speak of my own experience. I have no definite infor- 
mation in regard to others, and I do not know that I can state it any differently 
from the way in which 1 have stated it, 

Q. Can you say whether gentlemen who are in the directorates of other railroads 
are also in yours?— A, Yes. 

O. And would they have a voice in bringing about a uniform policy in all the 
coaler railroads or most of them?— A. I do not think tliat; no. The idea of some 
people being interested in different properties is not at all an agreement. The 
presumption is that if a gentleman is interested in more than one property he will, 
when he considers a <iuestion in connection with any one property, take it up with 
a view to that property. 

Q. Is there any tendency toward a consolidation of all these coaler properties?— 
A. Not that 1 know of. 

Q. Is it possible, the way events are going, for an absolute control of them to be 
had by a few men?— A. I should think not. In the first place, you must take a 
practical view of that question. The affairs of these different companies are very 
complicated and very extended, and the difificiilty now that we have in getting the 
results that economically are required involves the most careful consideration of 
all the questions that come up, and I think that gentlemen would hesitate to go 
beyond the point of transacting the affairs that are brought before them. We 
have all we can do to look after the interests of our individual property* 

16a 35 
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Q. (By Mr. Ripley.) For instance, what proportion of your total traffic in ton- 
nage is coal and what general tonnage?— A. About one-half is coal. 

Q. The percentage varies as between the differeut coal roads, I suppose?— A. Oh, 
yes; it is different on the different roads. 

Q. Can you give us any statement of the approximate percentages— how it is on 
other roads? Is your percentage of coal tonnage higher than A. (Interrupt- 

ing.) As compared with other merchandise.-' 

Q. Yes.— A. I would not care to answer. I have a very vague idea on that 
point. 

Q. The large percentage of your tonnage is coal, and an equal pronortion of 
other freight would make it very difficult to administer the propei ty solely in the 
interest of the coal without jeopardizing the otlier interests, would it not? The 
fact that your business is of this dual nature would make it difficult to carry out 
a definite line of policy for coal without affecting the other branch of the business, 
that is to say, it is not exclusively a coal road?— A. No; you are quite rig^t about 
that. 

Q. So that, for instance, a director in that company, while wishing, perhaps 
because of being a director in another coal road, to influence the Lehigh Valley’s 
course in the interest of the other road, would be obliged to consider the effect on 
the general traffic of that same road?— A. Yes. 

Q (By Mr. C. J. Harris.) Were these so called coal roads built originally for 
the coal traffic exclusively? Do you know about that?— A. You mean at their 
inception? 

Q. Yes.— A. Some of them were and some were not. 

Q. What I wanted to get at is this: Has their business outside of hauling coal 
become very much more important than it was when they first started?— A. Oh, 


yes. 

Q. Is it growing?— A. Yes. 

Q. Cities and towns and districts .settle up, and the tonnage other than coal 
becomes a more important item every year; is that it?— A. Yes. 

(J. (By Mr, Kennedy,) I would like to ask you something about the labor con- 
dition ill the anthracite region. Do you believe that tlie demands of the miners 
made last September were ju.st?— A. 1 he.sitate in answering, because in a business 
transaction f hardly know what you mean by llio word ‘-.lust.” They made their 
demands and they were acceded to. 

Q. (By Mr. Ripley.) The strike has not seriously embarrassed the companies, 
to your general knowledge?— A Not up to the iiresent tinug no. 

(J. (By Mr. Kennedy. ) I would like to ask you if the public is paying any more 
for coal as a result of that labor trouble of last year?— A. Oh, yes. 

Q, One gentleman testified the other day that the labor men had done what the 
railroad presidents had not been able to do in the past; that is, they had reduced 
the amount of coal produced, restricted it, adding that it was a good thing for the 
railroads, a good thing for the iiidepondent operators, and a good thing for the 
miners. He did not say about the public. I wouhl like to ask you if you think it 
was a good thing for the railroads, a good thing for the miners, and a good thing 
for the consumers?— A. In so far as it resulted in ccmcessions to miners and in 
exhausting stocks which had accumulated. 

Q, (By Mr. C. J. Harris.) It allowed a liiglmr price to bo made, did it?— A. It 
resulted in a hmher price being made. 

Q. (By Mr. Kennedy.) In a way that statement was correct then, that it was 
beneficial to the railroads and to tlio producers?— A. k'or the time being. 

Q. Is it beneficial to the public?— A . That depends entirely. I do not know what 
the public view of it is. 

Q. Could you not put yourself in the place of the public?— A. No. 

(J. Are you in favor of arbitration of tho.se disputes between capital and labor?— 
A. That is rather a large (luestion to answer in a few words. J believe that we 
should endeavor to get along with a minim uni amount of friction with the people 
we employ and do all we can to prevent any trouble. 

O. Do you recognize that labor, in a great industry like that, should have a voice 
in fixing the wages, the hours ot labor, and the conditions under which the laborers 
work?— A. I believe that labor should be in a position where it can discuss and 
endeavor to reach conclusions with the employer as to what it shall do for what 
it gets. 

Q. Do you think labor can do that better in an organized capacity of, say 140,000 
men, than — A. (Interrupting.) I think so— yes. 

Q, You think organization is a good thing?— A. As a general proposition, yes. 

Q. Do you recognize the public as a third party in interest to a controversy like 
that of last fall— tne coal interests being one party, the mine workers another, and 
the public a third party?— A. I think that the employer, so far as he has obliga- 
tions to the public, should recognize them. 
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Q. Would you recognize the public, the public being consumers of this coal? 
They are cut off from the article which they want, delayed in their business, and 
inconvenienced in their homes, and if the controversy continues, the price goes up. 
Under those circumstances would you recognize the public as a third party- a 
very large third party— to a controversy of that kind, and that each should have 
some voice, the influence of which should prevail in a controversy like that?— A. 
That is a very broad (luestion to answer. I do not know that 1 am I'repared to 
express myself very fully on it. It is very much of the nature of a one-sided 
proposition. I f the price of coal goes down we have to stand the loss. The public 
does not take us into consideration very much. If an arrangement could be 
brought about whereby, when we are at a disadvantage wo would be taken care 
of, it might be advisable under such conditions that in tbo other stage of the case 
we would have to be regardful of the public, too. 

Q. You would not be in favor, in the public interest, of a legal force to bring 
troubles of that kind to an end before they go so tar as to disastrously att'ect the 
public?— A. That depends very much upon conditions. I am not prepared to 
express myself on that decidedly. 

6. (By Mr. Riplky. ) I want to ask you if you are aware of a proposition to 
build an independent line to tide water along the line of the old Delaware and 
Hudson Canal within the last year?— A. All 1 know about that is what 1 have read 
in the newspapers. 

Q. What would have been tbo effect of putting in another independent line? 
Would it have been to make more friction between the roads?— A. I think that is 
reasonably to be supposed. We have had considerable experience in matters of 
that kind. 

Q. Did you formerly ship any of tho Pennsylvania CoaU'oinpany 8 coal?- l^o. 

Q. ISo that the acquisition of that property by the Erie would not affect you in 
any degree?— A. No. 

Q. Can you say anything about the relative proportion of your output of anthra- 
citolromthe northern and the southern territory" Is the coal of the southern 
helds more expensive to mine, or are those fields worked as cheaply as others?— A. 
When you speak of “southern,” what do you mean? 

Q. I mean the middle, western, and Schuylkill.- A. Ot course the geological 
formation and characteristics of the different regions vary very iiuich. The 
Schuylkill and what is known as tho Mahanoy are more expensive to operate than 
others, and as time goes on tho expense will increase. 

Q. Is that not also true of other coal beds in the whole southern territory, that 
they are more expensive to mine than tlie northern? -A. Very much indeed. 

Q. Is a larger proportion according to the area of output at the present time in 
the northern held? That is to say, is the Wyoming field more lilrely to be exhausted 
under present conditions than is the southern and middle wesbam field as a whole? 
Is the northern field being more extensively worked?— A. I should say it is. 

Q. I am simply trying to get at tho description of the general situation. You 
have spoken of your percentage of the annual output as lieing about 1 5. There is 
no form of agreement as to that?--A. No, no 

Q. Are there any roads which have in the past held out against sucli a general 
allotment?— A. I think not. 

Q. Has the Pennsylvania Railroad always been in entire harmony with other 
companies?— A . In a sense. 

Q. But in a sense also not?— A. No; I think not. Of course, I do not know. I 
wonld prefer not to discuss the Pennsylvania’s policy. 1 do not know what that 
is, but we have not found— 1 do not think they are peculiar in any way. 

Q. The statement lias been made by witnesses here, that in the past the Penn- 
sylvania Railroad has been rather a “free lance,” implying that it held itself aloof 
from any obligation to conform to any other operations or to conform to any 
agreement as to the output, and I want to ask you whether that is true in your 
judgment?— A. The reason I smilo is this, that my experience in the last 10 or 15 
years has been such— difficulties have been so great, controversies have been so 
great, and as far as the use of the lance is concerned, it has been so universal— 
that Ido not think the term “free lance” applies to any particular person or 
company. 

Q. Suppose you next year should turn out 20 per cent of the annual output— we 
will say of an output of 50,000,000 tons. Suppose you were to increase your out- 
put to 10,000,000 tons, would there be any complaint on the part of tho other com- 
panies? Judging by experience of the past, are you quite Iree to extend your out- 
put?— A. If we are prepared to take the consequences. 

Q. Those consequences would be whatV— A. Disastrous to me. 

Q. In the line of A. General competition; general disturbance. 

Q. 1 see. But so far as the direction that the company goes, that action might 
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be taken if your directors chose to do so?— A. Oh, yes; there is nothing to prevent 
them; in fact, it has been done lepeatedly. 

Q. Within recent years?— A. Yes; within the last 13 or 18 months. 

Q. So recent as that?— A. Yes; oh, yes. We are producing freely, and the mar- 
ket is taking all we can produce, and we are not under strain. 

Q. Have you ever heard a complaint on the part of the Philadelphia and Read- 
ing road that it should be entitled to a larger allotment?— A. Yes; I have; from 
every other road, too. 1 have not heard it from the Reading particularly. 

(.i. The Reading, however, controls more coal lands than other roads, and the 
map would f-eem to indicate that its proportion of coal fields is greater as com- 
pared with the others than its proportion of the total output. Has that propor- 
tion been larger in past years?— A. Yes; 1 think so. 

Q. Considerably so?— A. I think so; yes. 

Q. (By Mr. Kennedy.) If all are perfectly free to mine to their full capacity 
why should there be any complaint from any of them in regard to allotment? 
Why should there he any complaint; why not go ahead and increase their out- 
put?— A. That would mean self-destruction. 

Q. I should like to ask you if there is any competition; and how you follow it; 
on what basis?— A. In communities where bituminous coal is used, and under 
conditions where bituminous coal can be used and also the finest sizes of anthracite 
coal, the prices which obtain aro affected by the prices at which bituminous coal 
is sold. 

C^. What proportion of the anthracite output would that bo, :i.> per cent?- A. 
Yes; quite that or more. The proportion is constantly increasing, too. Of the 
totiil tonnage produced, the percentage of the fine coal is increasing with great 
rapidity: 

(Testimony closed 3.38 p. m.) 


New York City, Fthriiary 1001, 

TESTIMONY OF MR. E. B. THOMAS, 

President of the Erie liailruad (!oni[)anij. 

The special subcommission met at the Chamber of Commerce building at 1.13 
p. m., Mr. C. J. Harris presiding. At 3.31) p. m. Mr. E. B. Thonies, president of 
the Erie Railroad Company, was introduced as a witness, and, being duly sworn, 
testified as follows: 

C^. (By Mr, C. J. Harris.) Mr. Thomas, will you give us your name and 
address, also stating your official position?— A. E. B.' Thomas; 31 Cortlandt street; 
I am president of the Erie Railroad. 

C^. How long have you been president of or connected with the Eric Railroad?- - 
A. I have been connected with the Erie for thirteen years in different capacities; 
but have been engaged in the transportation business for over thirty years. 

CJ. Could you tell us what proportion of the Erie Railroad’s traffic is in anthra- 
cite coal?— A. Yes; I will tell you from our last report, which I brought along 
because that will give it a little more accurately than I could from memory. Our 
total coal transport, coal and coke, was about 13,000,000 ions out of a total of 
27,000,000 tons. 

Q. Not quite one-half?— A. A little less than one-half-that is, hard coal, bitu- 
minous coal, and coke. 

Yes. Your bituminous coal comes from the Pennsylvania liold?— A. From 
the Pennsylvania and Ohio fields. 

Q. (By Mr. Kennedy.) From the Hocking Valley?— A. We transport a certain 
amount of Hocking Valley coal in competing for transportation from Marion to 
Chicago, and possibly some little locally at junction points on our line. We are 
large carriers of Pittsburg coal, completing the transport of the Pittsburg and 
Lake Erie from Youngstown to Cleveland. We also distribute that coal locally 
on our lines, and we produce from our own mines of the bituminous coal for 
supply for market purposes about 1,600,000 tons. I speak in round numbers. 

Q. (By Mr. C. J. Harris.) About how large an anthracite-coal tonnage do yon 
carry?— A. About 6,000,000 tons. For the year ending June 30, 1900, our anthra 
cite coal transported was 6,000,000 tons. For the calendar year of 1900 it was 
5,200,000 tons. 

S . How much of this anthracite coal is mined by your own company; in a gen- 
way, what proportion?— A. We purchased 9(>0,000 tons and we mined about 
700,000 tons from our own mines. I will give you the distribution of the 5,200,00.) 
tons of the last calendar year: For the Delaware and Hudson, 1,100,000 ton.s; for 
the Pennsylvania Coal Company, 1 ,900,000 tons; and for the Erie, i ,750,000. Now, 
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for all other producers and other railroads we transported 450,000 tons. That 
includes individual operators and coal coming to us at junction points. 

(^. Do you handle this anthracite coal mostly by purchase?— A. Yes. 

Q. And do the selling yourselves?— A. Do the selling ourselves. 

Q. What is the percentage allowed the operator?— A. The operator has GO per 
cent of the tide- water price. He has that net without any expense of selling or 
handling, and takes no commercial risks. 

We have had a great deal of testimony about a new contract that is being 
made, giving (D per cent to the mine owners. Are your roads doing the same 
thing?— A. Wo are doing the same thing with our operators, and it is expected 
that arrangement will he con.sumated. 

(By Mr. Kennedy. ) Have any such contracts been signed?— A. On the part 
of the operators, yes. I have some on my desk that I have not as yet signed. I 
have no reason to doubt the arrangement will be completed. 

Q. Would you turnish the commission a copy of that contract omitting the 
names'''— A. I would not like to answer thatipiestion at the moment. If you leave 
that open I will answer before I leave the city. If the contracts go into effect, I 
have no hesitation whatever in saying I will do so.‘ 

Q If any contract goes into effect'?— A. Yes. 

(,^. Well, most all of them will have to go into that contract before any ?— 

A. (Interrupting.) No; we do not make that a condition. We do think, however, 
we would be entitled to the acceptance of it by the bulk of them. 

Does that contract provide that those who sign it shall dispose of the entire 
product of the mines during the life of the mine to the Erie (knnpany?— A. No; 
the Erie (.'oinpany does not make any of the contracts. Some coal companies in 
th(' interest of the Erie will make a contract to purchase of the miner the amount 
of coal he may have in the ground. 

(^. By Mr. Kidi.ey.) That is, for the life of the property?— A. Yes; for the life 
life of the pro])erty. 

(^. (By Mr. Kennedy.) So after he signs that contract ho can not be an inde- 
pendent' shipper of the coal from the mines covered by the contract?— A. No; 
from that jiarlicnlar mine ho could not. 

Cj). (By Professor .) You havosaid that thecontracts at the present time 

provide for GO per cent of tide- water prices? -A. Yes; prepared sizes. 

( ). Do you in conformity with that arrangement transport the coal of the inde- 
pendent ojierators wlio shi]t, for 40 per cent?— A. We never- liave declined to do 
so. The rates on anthracite coal vary from $1.15 to $1,40 a ton. 

(^, The rates of freight would presumably be somewhat in advance of 40 per 
cent, would they not, to the person who ships individually?— A. An advance over 
40 per cent? 1 do not think so. ('ertainly the rates to the individual operator 
would not he any higher than now, 

C^. In other words, the individual operators would get the same rate to tide 
water that the person who signs a permanent contract would get?— A. I would 
not like to answer that (juestion, because that is a (juestion that has not been 
decided —what the rate will bo on a ;J5 per cent rate. Under the -10 per cent rate, 
as they now stand, the rates are from $1.15 to $1.40 a ton. 

(^. What determines?— A. The $1.40 rate is on the prepared sizes and the other 
on reduced sizes. 

Q. About what proportion of the price would that he; would it be in excess of 
40 per cent''— A. About 40 per cent. 

C5. So that it would make little difference substantially to the operator whether 
he nss a contract with yon for shipping at GO per cent of the tide-water price or 
whether he has his coal carried by your cornpatiw for him at his own risk, ho sell- 
ing at tide water?— A. That would be a very difficult question to answer because 
it has not been decided exactly what the rate will he on the 85 per cent ba.sis. 

(.^. The complaint h.as been made before the commission that the individual 
operator who attempts to ship oi* sell for himself is charged somewhat in excess 
of that price. I want to ask you if that information conforms to any practice that 
yon know of?— A. So far as I am aware— and I get in very close contact and 
touch -I do not know a single dissatisfied operator or shipper in all the anthracite 
region on the line of our road, nor do I know of any controversies between them. 
The most amicable and pleasant relations have existed during the entire time I 
have been connected with the road. It is the fashion in this country, if a man 
fails in business, either from want of capital, his own inability, or the unfortunate 
enterprise in which he is engaged, to charge his failure to the railroads rather 
than by any possibility to his want of industry or application or ability. 


* Mr. Thomas later submitted a copy of tlie contract, stating that it had been adopted on the 
Erie, but that he could not speak for the other railroads. It was identical with that on page 
605 of this volume. 
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be taken if your directors chose to do so?— A. Oh, yes; there is nothing to prevent 
them; in fact, it has been done i epeatedly. 

O. Within recent years?— A. Yes; within the last 12 or 18 months. 

Q. So recent as that?— A. Yes; oh, yes. We are producing freely, and the mar- 
ket is taking all we can produce, and we are not under strain. 

Q. Have you ever heard a complaint on the part of the Philadelphia and Read- 
ing road that it should be entitled to a larger allotment?— A. Yes; I have; from 
every other road, too. I have not heard it from the Reading particularly. 

Q. The Reading, however, controls more coal lands than other roads, and the 
map would ^eem to indicate that its proportion of coal fields is greater as com- 
pared with the others than its proportion of the total output. Has that propor- 
tion been larger in past years?— A. Yes; I think so. 

Q. Considerably so?— A. I think so; yes. 

Q. (By Mr. Kennedy.) If all are perfectly free to mine to their full capacity 
why should there be any complaint from any of them in regard to allotment? 
Why should there be any complaint; why not go ahead and increase their out- 
put?— A. That would mean self-destruction. 

Q. I should like to ask you if there is any competition; and how you follow it; 
on what basis?— A. In communities where bituminous coal is used, and under 
conditions where bituminous coal can be used jiiid also the finest si/.es of anthracite 
coal, the prices which obtain are affected by the prices at which bituminous coal 
is sold. 

Q. What proportion of the anthracite output would that be, IJa per coiitr'— A. 
Yes; quite that or more. The proportion is constantly increasing, too. Of the 
total tonnage produced, the percentage of the fine coal i.s increasing with great 
rapidity: 

(Testimony closed 2.28 p. m.) 


New York City, Febrmrtf :n^ mi. 

TESTIMONY OF MR. E. B. THOMAS, 

PresUkut of (he Krie Railroad i 'onipan/j. 

The special subcommission mot at the Chamber of Commerce building at 1.13 
p. 111 ., Mr. C. J. Harris jiresiding. At 2.2!) p. m. Mr. E. B. Thomas, president of 
the Erie Railroad Company, was introduced as a witness, and, being duly sworn, 
testified as follows: 

Q. (By Mr. C. J. Harris.) Mr. Thomas, will you give ns your name and 
address, also stating your official position?— A. E. B. Thomas; 21 Cortlandt street; 
I am president of the Erie Railroad. 

Q. How long have you been president of or connected with the Erie Railroad?- - 
A. I have been connected with the Erie for thirteen years in different capacities; 
but have been engaged in the transportation business for over thirty years. 

Q. Could you tell us what proportion of the Erie Railroad's traffic is in anthra- 
cite coal?— A. Yes; I will tell you from our last report, which I brought along 
because that will give it a little more accurately than I could Irom memory, ( )ur 
total coal trausiiort, coal and coke, was about 12,000,000 tons out of a total of 
37,000,000 tons. 

Q. Not quite one-half?- -A. A little less than one-half —that is, hard coal, bitu- 
minous coal, and coke. 

Q. Yes. Your bituminous coal comes from the Pennsylvania field?— A. From 
the Pennsylvania and Ohio fields. 

Q. (By Mr. Kennedy.) From the Hocking Valley?— A. We transport a certain 
amount of Hocking Valley coal in competing for transportation from Marion to 
Chicago, and possibly some little locally at junction points on our line. We are 
large carriers of Pittsburg coal, completing the transport of the Pittsburg and 
Lake Erie from Youngstown to Cleveland. We also distribute that coal locally 
on our lines, and we produce from our own mines of the bituminous coal for 
supply for market purposes about 1,000,000 tons. I speak in round numbers. 

Q. (By Mr. C. J. Harris.) About how large an anthracite-coal tonnage do you 
carry?— A. About 6.000,000 tons. For the year ending June 30, lOUO, our anthra- 
cite coal transported was 6,000,000 tons. For the calendar year of 1000 it was 
6,200,000 tons. 

S . How much of this anthracite coal is mined by your own company; in a gen- 
way, what proportion? — A. We purchased 900,000 tons and we mined about 
700,000 tons from our own mines. I will give you the distribution of the 5,200,001) 
tons of the last calendar year: For the Delaware and Hudson, 1,100,000 tons; for 
the Pennsylvania Coal Company, 1,900,000 tons; and for the Erie, 1 ,750,000. Now, 
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for all other producers and other railroads we transported 450,000 tons. That 
includes individual operators and coal coming to us at junction points. 

Q. Do you handle this anthracite coal mostly by purchase?— A. Yes. 
y. And do the selling yourselves*^— A. Do the selling ourselves. 

Q. What is the percentage allowed the operator?— A. The operator has 60 per 
oent of the tide-water price. He has that net without any expense of selling or 
handling, and takes no commercial risks. 

y. We have had a great deal of testimony about a new contract that is being 
made, giving O') per cent to the mine owners. Are your roads doing the same 
thing?— A. We are doing the same thing with our operators, and it is expected 
that arrangement will he consumated. 

C^. (By Mr. Kennedy. ) Have any such contracts been signed?— A. On the part 
of the operators, yes. I have some on my de.sk that I have not as yet signed. I 
have no reason to doubt the arrangement will be completed. 

Would yon turmsh the commission a copy of that contract omitting the 
names'*— A. I would not like to answer thatciuestion at the moment. If you leave 
that open 1 will answer before I leave the city. If the contracts go into effect, I 
have no hesitation whatever in saying I will do 8o.‘ 

Q If any contract goes into effect?— A. Yes. 

y. Well, most all of them will have to go into that contract before any ?— 

A, (Interrupting,) No: we do not make thata condition. We do think, however, 
we would b(! entitled to the acceptance of it by the bulk of them. 

y. Does that contract provide that those who sign it shall dispose of the entire 
product of the mines during the life of the mine to the Erie Company?— A. No; 
the Erie C’omjiany does not make any of the contracts. Some coal companies in 
the interest of the Erie will make a contract to purchase of the miner the amount 
of coal he may have in the ground. 

y. By Mr. UiuiiKY.) That is, for the life of the property?-- -A. Yes; for the life 
life of the properly. 

y. (By Mr. Kennedy.) So after he signs th.at contract he can not be an inde- 
pendent shipper of the coal from the mines covered by the contract?— A. No; 
from that parricnlar mine ho could not. 

y. ( By Prolessor Ripley. ) You havosaid that thecontracts at the present time 
provide for (lO per cent of tide- water prices?- -A. Yes: prepareil sizes. 

( >. Do you in conformity with that arrangement transport the coal of the inde- 
pendent operators who ship, for 40 per cent?— A. We never- liave declined to do 
so. The rates on anthracite coal vary from $1.15 to $1.40 a ton. 

y. The rates of freight would presumably be somewhat in advance of 40 per 
cent, would they not. to the person who ships individually?— A. An advance over 
40 per cent? I do not think so. (lertainly the rates to the individual operator 
would not be any higher than now. 

y. In other words, the individual operators would get the same rate to tide 
water that the person who signs a permanent contract would get?— A. I would 
not like to answer that (luestion, because that is n (piestion that has not been 
decided -what the rate will bo on a 35 per cent rate. Under the 40 per cent rate, 
as they now stand, the rates are from $1.15 to $1.40 a ton. 

y. What determines?— A. The $1.40 rate is on the prepared sizes and the other 
on reduced sizes, 

Q. About what jiroportion of the price would that be; would it bo in excess of 
40 per cent-*— A. About 40 per cent. 

C5. So that it would make little difference substantially to the operator whether 
he h as a contract with you for shipping at (M) per cent of the tide-water price or 
whether he has his coal carried by your company for him at his own risk, ho sell- 
ing at tide water?— A. That would be a very difficult question to answer because 
it has not been decided exactly what the rate will be on the 85 per cent basis. 

y. The complaint has been made before the commission that the individual 
ojicrator who attempts to ship or sell for himself is charged somewhat in excess 
of that price. I want to ask you if that information conforms to any practice that 
you know of?— A. So far as I am aware— and 1 get in very close contact and 
touch— I do not know a single dissatisfied operator or shipper in all the anthracite 
region on the line of our road, nor do I know of any controversies between them. 
The most amicable and pleasant relations have existed during the entire time I 
have been connected with the road. It is the fashion in this country, if a man 
fails in business, either from want of capital, his own inability, or the unfortunate 
enterprise in which he is engaged, to charge his failure to the railroads rather 
than oy any possibility to his want of industry or application or ability. 

* Mr. Thomas later submitted a copy of the contract, stating that it had been adopted on the 
Erie, but that he could not speak for the other railroads. It was identical with that on page 
605 of this volume. 
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Q Yon have implied that tbemuimaswuinu 

more for the transportation of individusl operators COSl 1H getting that coal to 

tide water than they would charge if they bad purchased the entire output of that 
mine; will you state what reason you have for that position':'— A. Because the coal 
which they purchase is purchased under an arrangement; which gives them a sta- 
bility of business; the other is irregular. An operator may want cars to-day, be 
may’not want them to-morrow; we may be prepared to furnish them to-day, and 
for one day they may be idle. There is no uniformity of transportation, which is a 
very essential element in the cost, and I believe that would justify a higher rate 
under those conditions. If we directed absolutely the output of the mine, we 
would know to-day whether that mine is going to work to-morrow and to what 
extent, and we could supply that transportation with regularity. 

Q. (By Mr. C. J. Harris.) Vour road would be able to rely on that amount of 
traffic always, whatever competition might come mV— A. Yes. 

Q. What is the economic purpose of this combination or community of interest 
in the coal-operating roads that has gone to the front in the last six months? 
What is there to be said in favor of it?--A. I do not know of any combination, and 
perhaps this is as good a time and opportunity as will be presented to get clearly 
before you the fact that there is none. I know of no coal combination whatever. 
The nearest we ever came to one was in 1896, when the several anthracite-carrying 
roads entered into an agreement limiting the amount of transportation of anthracite 
coal, and agreeing u])on a specific percentage which each of them would carry. 
That agreement was to continue, and did continue, for one year. It expired by 
limitation and has never been renewed. There is to-day no moral obligation on 
any railroad not to transport or mine all the coal it can dispose of. I am at per- 
fect liberty on the part of the Erie road to mine all the coal I can, furnish trans- 
portation or bring it down here, and if lean sell it at a profit, to do so; or, if I prefer, 
throw it in the North River, which, if I could not dispose of it. 1 would have to do. 

Q. (By Mr. Kennkdy.) If there were any combination or coal trust, as it is 
sometimes called in the public press, you would know of its existence?— A. Con- 
sidering the amount we transport, I think I would have to be invited to be such a 
party to make it a real good strong success. T want to be perfectly frank and distinct 
in my disclaimer in that respect.’ Now, as to community of interest, we do con- 
sult together. It is impossible to conduct the commercial affairs of this country 
without consultation. There are no agreements, express or implied. We aie at 
liberty to, and we do, mine and market as much anthracite coal as we can profit- 
ably find an outlet for. 

C^. (By Mr. Ripley. ; You feel that if you increased your proportion that 
would be an invitation to all other roads to do the same thing, and there would he 
an excess of production?— A, These markets are fairly well divided up as a result 
of long years of experience between the several coal producers and transporters. 

I could go, for instance, into the territory of some other road that has hitherto 
supplied the coal, and I could reduce the price of coal there and thereby add to my 
own transportation and market for a while. In a little while, however, the same 
thing would occur in our territory, the result of which would be that I would have 
succeeded iu permanently lowering the price without any benefit to myself. Now, 
that is all there is of community of interest. The greatest danger that the public 
have to apprehend is from unrestricted and unrestrained competition. The great 
danger to the public in railroad rates is not that railroad rates may be too high; 
not that by combination among railroads we may so put up rates as to cripple 
commerce. The danger is from too low rates and favoritism, the former being 
the most important factor in breeding the latter. What this country commer- 
cially wants, and what I think the people want, if they thoroughly undersitand 
the question, is stability of rates— uniformity of rates; that A shall pay as much 
as B, and B shall pay as ranch as C; that favoritism shall be stopped. I know of 
no more pernicious f actor in bringing about favoritism than unrestrained and 
unrestricted competition. 

Is there a tendency toward equitable freight rates at the present time? No 
favoritism; no rebates?— A. Rates as they exi.st to-day are not perfect, by any 
means, but they are more stable and more uniform than I have ever known them 


to be in my experience. 

Q. What is the cause of that— the good times or the better understanding 
among the railroad managers?— A. Both. 

Q. Which is the larger factor?— A. That would be very difficult to say. There 
have been a great many changes in the personnel among railroad men in the last 
few years, and, naturally, the transportation business, like every other, is one in 
which the element of personal equation can not be entirely overlooked. I think 
there is a feeling of more confidence on the part of each of us, and at the same 
time among us a disposition to bring about a better state of affairs. The railroads 
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of this country have shown their ability to transport a ton of freight 100 miles, or 
1 mile, more cheaiJy than in any other country in the world. 

Q. (By Mr. Kennedy,)’ Why are they able to do that?— A. For a great many 
reasons. This is a now country, with opportunities for creating business and 
increasing our tonnage. We have stimulated development in every possible man- 
ner and in every possible way. No doubt the element of competition has done a 
great deal toward that. We have built a cheaper class of roads than other coun- 
tries, and while our capitalization seems large it is very small compared with that 
of foreign roads. The capitalization of English roads runs as high as $350,000 a 
mile, and it has been not unpopular to cry at the Erie road because it had a bonded 
debt of $70,000 a mile— a property which could not be reproduced to-day for the 
bonded debt and a very large sum in addition. 

Q. (By Mr. Ripley.) Have you included the value of the terminals?— A. We 
have included the value of the terminals. 

Q. But excluding the value of terminals it might be A. I am not so sure about 

that, because I doubt very much the estimates of what can be done, compared 
with what is actually accomplished . For instance, the Lehigh V alley road several 
years ago used our (racks from Elmira to Buffalo for their own terminal at Buf- 
falo. They were dissatisfied with the arrangements, and upon the e.xpiration of 
the contract they gave us notice that they desired to build their own line. We 
made every effort to keep them, ])iit they presented statements as to how cheaply 
they could build the road and how satisfactory the result would be to them, and 
they went off and built the road. 1 think to-day they would be glad to be back. 

Q. The country is ])aying interest on two parallel roads instead of one?— A. 
Exactly. The best exain])le of that is the Nickle Plate and the West Shore. They 
were parallel and competing lines, built against two railroads that can transport 
freight probably more cheaiily than any other in the world. How much better 
would the country iiavo been conserved had the money invested in those two roads 
been applied to the improvements upon existing lines, the cheapening of trans- 
portation, and the giving of better servic > to the public. 

Q. Would not that same reasoning apply to the paralleling of the Lehigh Val- 
ley and the Central of New Jersey as they appear on that map [ referring to map ] ?— 
A. Precisely. Either one of them weri' competent to do all the business through 
that territory. 

Q. (By Mr. Kennedy). What benefit would the public have if there were but 
one of those roads, as you set^ it now.''— A. I never have known of an instance 
where we succeeded in reducing the cost of transportation that in the end the 
public did not receive the benefit of it. 

Q. (By Mr. C. J. Hajihis.) If one road could secure the whole tonnage and 
traffic of the two roads they would be able to make some reduction in charges 
perhaps on account of that increased business?— A. They certainly could. 

Q. Some 30 or 35 per cent, perhaps':*— A. I would not like to state the amount. 

C^. Well, it would be some iieiveiitage of reduction.-*— A. They certainly could 
do that, and had legislation been directed to lire venting the building of the com- 
peting lines whiidi were unnecessary and to the restriction of the caiiital issues 
upon which profits should have been paid to the existing lines, then the legislation 
would have been in the line of affording a better solution to this problem than it 
has thus far done. 

Q. Do you think that without this competition the then e.xisting railroad would 
have reduced traffic charges?— A. As I say, 1 have never known an instance where 
we succeeded in reducing the cost of transportation that ultimately the benefit of 
that did not go to the public. Jt is a very narrow question and very difficult to 
answer as to whether, without any competition whatever, a reduction would 
have been made. That is going into the field of theory to too great an extent, but 
you must bear in mind that America is competing with the world. The price at 
which we ship a car of grain from ()hicap,o to New York is not fixed by the rail- 
road. It is fixed on the Bourse of France, by the markets of England and the 
Continent, and it is in competition with the Argentine Republic, with India, Rus- 
sia, and all other producing countrie.s. It costs so much, or at least the producer 
is willing to sell it at the point of production for so much; it is worth so much at 
foreign markets: shall America step in and take that or leave it? 

Q. (By Mr. Kennedy.) It is largely the railroads that must decide whether the 
American iarmer gets the foreign market for his grain?— A. To some extent. 
Now, being forced to carry that export trade in com])etition with, the world, it 
would have been an imp issibility for them to so advance rates as to cripple seri- 
ously or produce any injusiice toward shippers. That is my answer to your ques- 
tion as to whether if it had not been for this competition we would have reduced 
the rates. 

Q. Does not the shipment of grain by the Mississippi River and the Gulf have an 
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influence?— A. It has a very threat influence; likewise shipment on the lakes to 
Buffalo and on the canal from there to the St. Lawrence River and the Canadian 
line. 

Q. (By Mr. Ripley.) The statement has been made in the past that the Erie 
Railroad has been rather prominent in providing low rates of freight as in com- 
petition with some of the trunk lines. That condition prevailed through some 
years in the past, did it not?— A. Well, 1 would not like to say that I was any more 
virtuous than my competitors. 

Q. I did not put it on the ground of virtue. You got a larger volume of ton- 
nage, did you not? Supposing you did offer lower rates, you got a larger propor- 
tion of tonnage thereby?— A. Vea. 1 never heard of the Erie Railroad offering a 
rate that it was not forced to by a competitor, or promptly met bv it. 

Q. And that rate even for a road like yours, which lies well inside of our terri- 
tory, is undoubtedly affected l»y competition of roads that lie in Canada?— A. The 
competition of the Canadian road.s is a very important factor in the rates of the 
American roads. 

C. Even as-far south as the territory through which you operate?— A. Even as 
far south as New Orleans, 

Q. Can you explain, by example, what you mean by the latter statement?— A. 
Because it goes right back to a statement 1 have made in regard to this foreign 
export business. If a man can export his shipment via Montreal at a lower rate, 
if that rate is not met by the roads via Galve.ston and New Orleans, then they 
must forego the business. Likewise, if it is not met by the roads through the inte- 
rior they must forego it. It makes no difference, materially, to the exporter 
whether that property passes through Montreal, Portland, Boston, New York, 
Philadelphia, (ialveston, or New Orleans. 

C^. Would it not bean advantage to the roads in American territory if that com- 
petition with the Canadian roads ceased to exisf^— A. It they were brouglit under 
the same laws and regulations as we are I do not know whether there would be 
any more propriety in eliminating them from the field than in eliminating us, but 
as long as they are free from restriction we are compelled to ob'^erve their compe- 
tition. 

t^. I want to ask about the growth of the Erie system. What is the present 
relation of the Now "i'ork, Susquehanna and Westm-n and the Erie Railroad?— A. 
The capital stock of the New York, Susiinehanua and Western is owned by the 
Erie Railroad. 

Q. The entire stock?— A. Substantially. It was taken through an exchange of 
stoc.ks. 

Is that the same relation that exists at the present time betwet n the Erie 
Railroad and the short road of the Erie and Wyoming Valley, which has recently 
been acquired?— A. The Erie ami Wyoming V'^alley road is the road that belonged 
to the Pennsylvania Coal Company, and extended from liawley to S ranton, in the 
anthracite region, They also own the road from Hawley to Lackawaxen, the 
latter being under lease to us- the Erie Railroad. 

The purchase, then, of the Pennsylvania Coal Company carried with it the 
purchase of that road?— A. Of the Erie and Wyoming Valley; yes. 

The purchase of the Pennsylvania Coal Company will very considerably affect 
your proportion of tho total tonnage, will it not?— A. It simply preserves to us the 
tounage we have enjoyed since the exi.stence of the two properties, <iH years. 

Q. They have always shipped over your line?" A. They have. 

(J. It, however, gives you a permanent guaranty of stability of traffic in Jhis 
way?— A. It does, and thatwasone of the greatest— one of the controlling features 
in the purchase. If the relations that have existed in the past between the Penn- 
sylvania Coal Company and the Erie road could hnve been guaranteed there would 
have been no object whatever to us in the purchase of the Pennsylvania Coal Com- 
pany, because we were carrying all their traffic. At times we thought we did not 
get a fair division of the rate, but that was a matter of bargain and sale. 

Q. Was not that the same division of the rate that was accepted by the other 
dealers?- A. No: it was the division of the transportation of the two railroads 
that I have referred to. 

But there was perhaps friction in that respect owing to the fact that that 
company owned that railroad?— A. That was a factor in it. 

Is the price of these properties— the price paid by the railroad— a matter of 
public record?— A. It is. 

(^, Will you then state that price to us?— A. The price was $33,000,000, in 4 per 
cent collateral trust bonds, and $5,000,000 in preferred stock, 

( 5 , That represents a purchase of the company at what market figure, as com- 
pared with its value during recent years?— A. 1 do not know of any public value 
that has been placed on the Erie and Wyoming Valley. It was a company of 
very small capitalization. 
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Q. I refer to the Pennsylvania Coal Company.— A. The Pennsylvania Coal Com- 
pany only had a capitalization of $5,000,000. It was one of the oldest companies 
in the field, and, as I say, business relations have existed between the two com- 
panies since its formation, over 88 years ago. Unfortunately, the Erie Rail- 
road in its coal business just reached the edge of the promised land. In other 
words, we went to Carbondale with our Jefferson branch, connecting with the 
Susquehanna on the west, and we went to Lackawaxen, and afterwards to Haw- 
ley. We did not roach the absolute point at which this property was produced, 
with the resulting effect that we were subjected to large laterals from the roads 
which did reach and control them. 

Q. In other words, they took an undue proportion of the through rate?— A. We 
always thought they did; probably they thought otherwise. At all events they 
got it. Now, the incentive for the purchase by the Erie Railroad of the Pennsyl- 
vania Coal Comiiany was the continuance to its lines of a transportation which 
it has enjoyed for a great many years and the insuring its own fuel supply by 
absolutely controlling the source and putting its own cars by its own power under 
its own breakers. We consume on our road 2,200,000 tons of coal every year in 
the conduct of our business, of which 850,001) tons is anthracite. 

t^. What proportion of that anthracite production from your field and trib- 
utary fields goes to New England and the West, respectively, and to tide water?— 
A. 1 can not state that proportion exactly. The Pennsylvania Coal Company and 
the Delaware and Hudson ship each about a million tons, i think we pull about 
three million tons to tide water ourselves. As to what becomes of that, after it 
goes to tide water, how much is consumed here, and how much goes to Sound 
points and around Cape Cod and to New England points. I have not figures at my 
command to show. 

Q. But practically, so iar as you are concerned, all New England tonnage goes 
by water?— A. No; we dispose of some Now England tonnage hy Fishkill and 
llewhurg. 

Will you explain as to whether there are compound rates in force between 
the coal field and New England?— A. 1 do not know what a compound rate is. 

Q. The statement has been made before this commission that one rate was 
charged to the Hudson River, and that then another rate was charged from thereon. 

In other words, that the through rate to Boston A. i Interrupting.) Was the 

sum of those two rates? 

(^). Was the same as those two rates; yes. Is that practice in force via the Har- 
lem River?— A. 1 do not know; we do not handle any coal that way. 

C^. By the Hudson River?—A. Yes; I think that is the way the rates are made. 

C^. Will you state what practical reason exists in business for making double 
rates?— A. The ability of the New Haven road to exact a rate, 

Q. But at Fishkill you connect with other New England roads?— A. No; we 
connect with the old New York and New England, which is now a part of the 
New York and New Haven system. 

Q. The coal does not come through on a througdi bill of lading?— A. No: I think 
not. I think the rates are through rates; I think the coa! is billed tlirough, but 
the division is agreed upon. I think it gives the New Haven road a very much 
larger prouortion per ton per mile than the road west of the river gets. 

Q. In other words, the road in New England territory gets a larger proportion 
than the mileage seems to imply?— A. Yes; that is, it is not pro rated per ton mile 
over the two roads. 

Q. Why is the New Haven road able to exact this— because it monopolizes a cer- 
tain territory?- A. Largely. 

Q. Would that not be an indication of the possible danger in granting a monop- 
oly of territory to a road or a set or combination of roads? Would it not indii'ate 
that they could, in a measure, set an arbitrary rale'^— A . No; because, on the other 
hand, they are exposed to the competition of the water. They are also exposed to 
the competition of the Fitchburg, Delaware and Hudson and the Boston and 
Maine from the northern ports, and also from the competition of bituminous coal 
from Virginia fields. 

C^. Still does not that leave, within a definite territory, each of the roads a cer- 
tain traffic which it can absolutely control?— A. Possibly. 

Q. That is, all points in New England are certainly in competition?— A. No, 

Q. There are many points on the Boston and Maine and New York, New Haven 
and Hartford territory which are entirely controlled by the road in whose terri- 
tory they lie?— A. Yes. 

Q, The point I am getting at is simply this: To ask you whether, if a monopoly 
of traffic in a given region has to be given to the roads, insuring them stability of 
traffic and with the desired result of stability in rates, there ought not to be some 
regulative power to determine when these rates are just and reasonable; that is, 
whether monopoly does not, with all its advantages, from one point of view, imply 
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gome regulative power on the other?— A, Possibly; yes; bat a memger who 
undertakes to wort on that line of policy would soon rurn his business by absolutely 
drying up his source of supply, and would put his territory at such a disadvantage 
with the remdining portion of the country that neither the ui&nufBctorer nor the 
transporter could exist, and he would he forced to recognize that competition, even 
though he disregarded all moral and other obligations. 

Q. That would J)o true certainly if you were speaking of a long term of years. 
Might it not be possible, however, for a certain board of directors and administra- 
tion to come in and milk that territory for speculative purposes while they main- 
tained control of that road?— A. Yes; but my experience is that speculators can 
milk more quickly through Wall street than through any such method as tnat. 
What they want i’s the dollar, and they want it quick. They may ultimately get 
out through some such channel as that. The latter is too tortuous, too lengthy, 
and too dangerous a channel to pilot the speculation through safely. 

Q. And yet have there not been samples of squeezing of territory in a way to be 
not certainly in the permanent interest of the property, but which has occurred 
hy reason of temporary controly- A. I do not recall any instances of that kind, 
and in my experience I never knew an appeal made by a majority of manufac- 
turers or by communities in which the attention of managers was called to their 
condition, the impossibility of their nieetiiig other competition fairly, of sustain- 
ing themselves, that was not promptly .and fairly and liberally met. It is to the 
interest of every railroad manager to develop and sustain to the greatest extent 
the busines.s along Ins line. We run trains on which we carry people that do not 
at times pay us the cost of tlieir transportation. Why? Because we want to 
develop that country; we want to induce people to go there and manufacturers to 
settle there; and the difference between having a thickly settled community along 
your line and having a wilderness is success or failure. 

Q. Does the purchase of the New Jersey Central by the Philadelphia and Read- 
ing road in any way affect the proportion of your tonnage, the volume or the 
character of it, as far as you are concerned?— A. Not a particle. 

Q. In other words, the allotment of tonnage— of coal tonnage— is so firmly 
established that the consolidation of two or three roads will not affect it?— A. 
Excuse the interruption; there is no allottage of tonnage. But the tonnage that 
honestly belongs to each road and is marketed by it is so thoroughly established 
and well fixed, "being the result of years of working, whether that is controlled by 
one or two companies cuts no figure whatever. 

Q. ( By Mr. Kennedy. ) Did not some of those roads complain at times that they 
did not have their pro])er allotment, that their allotment should be increased, 
etc.?— A. There is no allotment, and there has not been since 1897. I am very par- 
ticular in making that point, because of charge.s made in respect to combinations. 

I never knew anybody to think that he got enough, and, naturally, the railroad 
managers are made up of the same clay as the balance of the world. 

They complained, some of them, that they did not ship their proper propor- 
tion of the entire production?— A. I think the Erie road doesn't get enough, either 
in tonnage or money. 

Q. If you think not, you may increase your production, if you have facilities to 
do so?— A, Yes; and I can't make any money by doing so, but by increasing pro- 
duction and extending my markets I am pulling down the price on all my business. 

I would think about it a little while before being very aggressive on that line. 

Q. The railroad men are thinking more wisely and intelligently?— A, By experi- 
ence.’ 

Q. The effect would be to pull down prices?— A. Certainly; yes. Suppose I 
am transporting, and I legitimately place 100 tons which I am marketing. Now, 

I can go over in some other man s field and I could make my transportation 110 
tons, but by doing that I pull down my 100 tons, for which I am getting a fair 
price, to the level at which I am carrying that 110 tons. It is not good commer- 
cial policy. 

Q. But the public gets cheaper coal?— A. For the moment, ves; in the end, no. 

Q. Do you dispose of your product at tide water at practically the same level as 
the other coal roads dispose of theirs?— A. The prices vary slightly. I think we 
get about the same prices as the others. There are shades of difference in the coal, 
and there are tastes in the buyers. Some people give more for one particular coal 
from some particular mine than they will give for coal from another mine. For 
instance, the Lehigh has a more extended reputation than the Lackawanna coal, 
and can demand a little higher price in the markets. 

Q. Is there any sort of connection in determining what the price shall be in New 
York or tide water?— A, No; I can not say there is any. There are consultations 
in regard to it. The Reading is the largest producer. That company sometimes 
fixes the price, and we generally follow. 
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Q. (By Mr. C. J. Harris.) la there a market price for coal every day about the 
same as for wheat?— A. The price does not vary to that extent. 

Q. (By Mr. Kennedy. ) The Reading fixes the price, you say?— A. Not invariably. 
Some of the larger companies lead off in their prices, and the rest follow. 

Q. (By Mr. Ripley.) Does not the Reading Railroad control a larger propor- 
tion of the undeveloped coal lands than any of the other coal companies?— A. I so 
understand. 

Q, Is not the cost of carrying their interest charges on these undeveloped coal 
lands put upon the earning power of the corporation?— A. That may have been 
the case originally, but the Reading has been through bankruptcy so many times 
since it acquired that land that I think it would be difficult for it to obtain that 
increase. At all events, the Reading can secure no more for transportation than 
the rest of us. 

Q. You would say, then, these successive reorganizations practically cut out 
any excess of capitalization due to the purchase and retention of those coal lands?— 
A. If I were the security holder. I should think so. Of coui se, all that is specu- 
lative— guesswork— as to whether that has or has not been done. 

Q. (By Mr. C. .T. Harris.) What is there to prevent an abnormal price being 
charged for coal, provided that this community of interest, if there is any such— 

E rovided the whole anthracite supply should be controlled by a lew hands? It 
as been stated hero by certain witnesses that the anthracite deposits are a natu- 
ral monopoly, being limited in extent and no others being discovered. What are 
the (drcumstances or the reasons that would prevent a very high and, we might 
say, unreasonable price for anthracite coal being charged?— A. There are a great 
many reasons. First, anthracite coal is not a necessity, absolutely; to a very 
^eat extent it i.s a luxury Because of its cleanliness and the more economic and 
^tter manner in which it can be handled it is better adapted for furnace and 
house use and such purposes as those. But the competition of anthracite with 
bituminous coal is one that is continually growing. If you will trace the history 
of the anthracite industry you will find that the increase has been in latter years 
not in the prepared sizes, but what was formerly known as the refuse. The great 
increase has been from the small sizes— fiom washeries— the washings of the old 
culm banks. There is where the increase in the production, if any, has been. 
There has been very little increase in the prepared sizes. In this city, take the 
building of apartment houses. One of the.se large apartment houses will proba- 
bly accommodate as many people as a dozen houses used to accommodate, all of 
which did use brolien sizes. Now these apartment houses use anthracite mixed 
with bituminous or bituminous altogether. The best that can be said of the 
anthracite industry is that for several years it has lieen stationary. It is not a 
growing industry. It only grows with the increase of houses. 'While that is 
quite an increase, it is more than offset by the competition it has met with in the 
ineroase in the use of coke, gas, oil, and in other ways. 

Q. (By Mr. Kennedy.) The consumption of bituminous coal goes on in a 
greater increasing ratio than the consumption of anthracite?— A. Oh, enormously 
so. The anthracite industry has a capacity of production in this country of about 
60,000,000 tons a year. That can be increased undoubtedly by additional develop- 
ment, but the country can only take and dispose of about 4.“), 000, 000 tons a year. 
Now, there are la, 1)00, 000 tons of ability to produce in excess of our market. What 
are you going to do with it? Throw it in the North River or restrict it to what 
the country demands and what you can market at a fairly reasonable price? 

(By Mr. C.J. Harris.) What is the probable length in years’ duration of 
the anthracite coal supply of the United States? Have you any estimate?— A. Oh, 

1 should think that 10 or 50 years will see the substantial extinction of many of 
the anthracite fields. The Reading, I understand, say that they have enough to 
bust about 100 years. I do not know how that is, but 50 to 60 years in the 
Lackawanna Valley will see pretty large inroads, and the raining is constantly 
increasing in cost. The expense of producing it is increasing with the depth of 
the mines and the difficulties of water and gas. Now, the largest production we 
have liad of anthracite coal m this country was in 1800, when we produced 
47,000,000 tons. Last year, 1900, we only produced 45,000.000 tons. That falling 
off was due to a two-months’ strike. 

Q. Forty-seven million?— A. Forty-seven million. 

Q. Some one stated it was 60,000.000.— A. Whoever stated it was 60,000,000 was 
in error. There is an ability to produce 60,000,000, and there has been an abnormal 
production of anthracite coal since last November. That is due to the fact that 
in September and October the mines were absolutely idle and no coal was pro- 
duced on account of the strike. That exhausted stocks around the country, and 
it naturally followed that January and December, usually quite dull months, 
have had an abnormal demand made on them to replenish exhausted stocks. 
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Q. I may be wrong; but I think a witness said at that time the production was 
going on at the rate of ({0.000,000 tons.— A, Yes; the.Tanuaiy production was a 
little over 0,000,000 tons, which would be at the rate of a little over ({0.000,000 tons, 
but the anthracite mines have never been able to work much over 285 days in the 
year. 

C^. (By Mr. Ripley.) What diffic^tltyis there in producing uniformly through- 
out the year and storing all the excessive production duHng the spring and 
summer for the 4 months?— A. To some extent that is being attempted; that is 
also to ({Uito an extent a little bit of a problem. 

Will you specify further in respect to that?— A. The demand in the summer 
months is for coal to be transported to the West, Chicago, and up-lake ports, 
which must go forward during the season of navigation. Now, to stock at tide 
water is a very oxjiensive proceeding- to get right at tide water, where you can 
transfer from your stock piles to your boats, is a matter of considerable expense; 
the rehandling of that coal, the wastage and breakage of it, all add to its cost. 
Another thing: Very large stocks of coal are always a menace to the market. 

Q. It is rather dangerous, then, for a company to be loaded up?— A. It is dan- 
gerous; it is expensive. You take a stock of 500,000 tons of coal. The expense of 
producing that, of piling it up; expense of rehandling, wastage, form a very con- 
siderable item of the cost of that product, which could be more cheaply produced 
and disposed of from dav to day. 

(liy Mr. C. J. IIarri'^.) 1 suppose .anthracite coal would not deteriorate in 
0 months, would it? -A. Notin ({ months; Imt there is a certain amount of dete- 
rioration, and no customer will pay as much for coal that has been exposed for a 
long while as for freshly mined coal. 

(By Mr. Ripley. ) It gets dull?— A. (lets dull in appearance; and the appear- 
ance of the coal is a factor in tlie sale of it. The anthracite industry in early 
year.s was a very profitable industry. Naturally it proceeded on very wasteful 
lines. There was nothing to call tor any economical study of the problem or 
its development upon these lines, and many of the breakers there to day are anti- 
quated. And the transportation of anthracite coal, as it has been in the past and 
is to-day, is the most extravagant tranH])ortation that I have ever known of. For 
instance, wo have mines on one side of the Lackawanna Valley up on the hill and 
we haul coal down into the valley and up the hill on the other side going to tide 
water. We have mines on the opposite in which we drop that coal into the val- 
ley and haul it up on the other side to go West. But these things, through our 
recent acquisition ol control of the Erie and Wyoming Valley, the Pennsylvania 
Coal Company, we shall to quite an extent eliminate; and there is a great deal more 
of such work that could be done toadvantage. As the marketsdevelopthenecessity 
f or these economies, the more intelligently will we be forced to study them and apply 
them; but wdien anthracite coal sold for at tide water there was so much money 
in it that there was no inducement for a man to apply economical measures. 

Q. (By Mr. C. J. Harris.) Would yon say that the profits accruing to the coal 
roads from the handling of the anthracite trade were unreasonably largo?— A. I do 
not think so, I do not think they have been large compared with the profits that the 
individual ojierators have made. I can recollect individual operator.s who were 
carrying their dinners in their pails when 1 came on the Erie Railroad thirteen years 
ago who are living at the Waldorf-Astoria now. I really do not believe they are 
subjects of charity. 

( By Mr. Ripley. ) They have sold out to the railroads?— A. Not all of them— 
very few of them. Some of them that have not sold out are living there and 
running their automobiles. 

Q, (By Mr. C. J. Harris.) What is the price of coal, wholesale, here in New 
York?— A. I did not charge my mind with that. It is a matter of detail I should 
not like to answer, liecause I should want to speak accurately on that. I do not 
think there would have been any advance— in fact, I know there would have been 
no advance in the price of anthracite coal in New York this winter if it had not 
been for the advanced price that was paid to labor last fall. 

(J. (By Mr. Kennedy.) Are you in favor of applying the principle of arbitration 
to disputes between capital and labor of the magnitude of that in the anthracite 
region last summer?— A. No; I hardly think the time has arrived in this country 
when that can be done with justice to either party. I do not think we are yet 
educated np to the point where we can safely commit ourselves to that course of 
procedure. I am in favor of negotiation, always. 

Q. You recognize that there were three parties at interest in the controversy last 
alI?-A. Yes. 

Q. The employers of labor, the laborers— the miners— and the public?— A. There 
were. 

Q. Are not the public quite as much a party at interest as any of the others?— 
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A. Yea; but no more so; are they? Now, let me answer that by reciting a little con- 
dition there. The anthracite country hM not had a strike in twenty years. Labor 
was well paid— fairly well paid; the great difficulty was not with the rate that was 
paid, but with the fact that laborers could not secure sufficiently si eady work ; that 
there was not enough days work in the year to afford to them as large a compensation 
as the millers in the bituminous region. Professional agitators took advantage of 
that circumstance and came down into a country where al 1 was peace and quietness, 
where there had been no strike in twenty years, and where there was really nocanso 
for their benevolent services, and stirred up all this agitation and organization 
with the resulting effects. They bad a perfect right to do what they did; 1 am 
not questioning that at all, I am only reciting facts. The conditions existing 
between many of the miners and the emplovers there— individual operators— par- 
took largely of the nature of personal relations, A great deal had been done lor 
them in the way of contributions, donations, hospitals, charitable work. 

Q. Do you understand that practically the great ma.iority of th(3 miners in that 
region are now in the United Mine Workers’ organization?— A. I understand they 
are. 

Q. Do you believe that a professional agitator who had not really the interest of 
the men at heart could come to a region like that and find only 10,000 organized 
and bring in 140,000 practically?— A. 1 think he could. 

I want to ask you if you do not believe, the public being such a largo party 
at interest, suffering as everybody did and as it was threatened that all would suffer 
agreatdeal more, that thero should bo some compelling legal force to bring about a 
settlement of troubles of that ii agnitude?— A. It certainly would bo very desirable 
if there was some method by which that could be done with .lustico to all parties. 

Q. Do you believe in compulsory arbitration, .so called?— A. Based on the exper- 
ience of New Zealand, I am not prepared to .say that I do. 

Q. Why do railroads give lower rates for exports, for carrying grain or other 
articles for export than they do for domestic purposes?- -A . Because of the com- 
petition of the world we are meeting. 

Q. 1 want to ask you if you consider it an injustice to the xtmericaii miller and 
the American rnanutacturerof grain iiroducts that the grain is carried at so much 
lower rate for export than their products are carried to the seaport'?— A. 1 am 
not willing to admit that that is done to .so large an extent as to admit of any dis- 
crimination against them: but I believe that by increasing the volume of our busi- 
ness by reason of that slightly lower rate for export, wo ar(‘ enabled to give a 
lower rate to the miller than if we did not carry it. 

Q. The millers claim that it is in fho interest of the foreign miller and foreign 
manufacturer that the grain, instead of the gram products, is able to get so much 
cheaper rates.— A. Yes; I have heard that claim made, but 1 have never leen it 
substantiated yet. It is certainly to our interest to have the grain ground in this 
country. We would rather have the mills on our own lino than m Pklmboro. 

Q. You think the millers have no just ground of complaint on that store'?— 
A. ] do not think they have a legitimate ground of complaint. Grain is much 
more cheaply handled than gram products. It loads itself and is handled by 
machinery. Grain products have to be handled— have to have storehouses pro- 
vided for them, and do not load as much per car, are more siibiect to damage. 
There is every reason why grain products should pay a higher rate than the grain 
itself, 

Q. Lot us consider this condition: Suppose a shipper of grain products will load 
a car to its marked capacity and will take care of it at the terminals himself, will 
he receive as low a rate for transijortating those jiroducts as tlie man who ships 
the grain?— A. No; I think the grain products bring a higher rate. Grain prod- 
ucts have a different classification from the grain itself. They have been put into 
a class by themselves. 

Q. (By Mr. C. J. Harris.) Are you familiar with the workings of the interstate- 
commerce law? Have you any changes to suggest in it'?— A. I have failed to 
observe where the interstate-commerce law has been of any benefit to the country 
at large or to the railroads. The Congress in its wisdom saw fit to create an inter- 
state commerce commission as the result of the labors of a commission extending 
over quite a long period, taking an enormous (juantity of testimony. The com- 
mission got into power, and like all such commissions, wants more power. They 
have been industriously seeking for many years the power to make rates. 

Q. (By Mr. Kennedy. ) Or revise rates, which?— A. Ono is the same as the other, 
because if you revise a rate you say what it shall be, and saying what it shall be is 
absolutely the making of it. 

Q. (By Mr. Ripley.) That is to say, changing one item A. (Interrupting.) 

It changes the relationship and compels the other to observe it. Now, if I wanted 
to make money, I would rather have a position on tho Interstate Commerce Com- 
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mission, with the power to make rates for this country, than to have free license 
to loot the United States Treasury. 

Q. Why so?— A. Becanse it would be infinitely more profitable, and safer. 

Q. Supposing you wish to abuse that power?— A. Yes, certainly. I say, if I 
wanted to make money. 

Q. Nevertheless a justice of the United States Supreme Court might make a 
very weatdeal of money?— A. He might, 

Q. You grant that character is a great protection?— A. Exactly; but I say, put- 
ting the power of making rates in the hands of any 5 men in a country whose 
industries are so diversified as the industries are here, is too great a power to lodge 
in any body, unless its members are appointed for life; but, as you say, the ele- 
ment of character enters into it. It is not a safe thing to put into the hands of 
political parties; and the present law demands that the present body, the Inter- 
state Commerce Commission, shall be composed of only a certain number of each 
political party. In other words, it is a political question, 

O. (By Mr. Kennedy. ) Has the commission any power or authority that the 
railroads are bound to respect? — A. Yes; the recommendations of the commission, 
in almost all respects, in many respects, have been followed. 

Q. Has accomplished great good, has it. for the transportation interests of the 
country?— A. I do not think it has. 

Q. Has it accomplished anything?— A. I would not want to go to the extent of 
saying it has accomplished nothing. I do not think the interstate-commerce law 
has been a success. 

Q. The powers the commission was supposed to have have been emasculated by 
court decisions, have they not?— A. On the contrary, I think it has all the power 
the original law intended it to have. 

Q. You make that statement after having read the debates in Congress?— A. 
Yes; I do not think Congress ever intended that the commission should have power 
to make rates. 

Q. Does the Interstate Commerce Commission serve any good purpose at the 
present time?— A. Yes; I think it does to a certain extent. It affords an oppor- 
tunity for people who feel that they are aggrieved to liave their grievances inves- 
tigated; and if they have a real grievance I believe that as a rule it is remedied. 

Q. (By Mr. Riplky.) In other words, it secures publicity for griovances?“A. I 
think you have expressed it exactly. The intelligent force of public opinion is, 
after all, what maaes law in this country, and what enforces law. 

Q. In your judgment that is sufficient guarantee for its existence, without add- 
ing touts power?— A. I think so. 

Q. If it has secured that, is it not well worth the existence of the body?— A. Yes; 
possibly. 

Q. (By Mr. Kennedy.) Have you any opinion to express on the subjecit of pool- 
ing, or is that now a thing of the past?— A. I think the railroads of this country 
ought to have the power, like all other commercial organizations, to make legal 
agreements among themselves. 

Q. But the decision of the Supreme Court of the United States — A. (Inter- 
rupting. ) It has declared we have none. 

Q. Therefore, what results— combinations and community-of-interest arrange- 
ments, etc.?— A. There are no combinations. Naturally, that has had a great deal 
to do with what is generally called community of interest. 

Q. There are no combinations, you say?— A. I do not know of any. 

Q. Have there not been great combinations in the Southern system?— A. There 
have been. A great many roads have been consolidated and brought under one 
management and one ownership. 

O. Do you call it consolidation, then?— A. There have been more consolidations, 
I think, than there would have been but for the laws prohibiting pooling and 
prohibiting agreements. 

Q. Have not these understandings or community of interest arrangements 
between the railroads done away with the question of pooling to a very large 
extent? Are the railroads reaching out for that power any more? —A. There is no 
effort being made by the railroads in favor of any legislation that 1 know of; at 
least we are not a party to any. I think that railroads would like, and I think 
they onght to have, power to make Jegal agreements between themselves. I think 
those agreements- could be very properly made subject to the approval of some 
commission, and I do not believe the railroads should be allowed to make agree- 
ments that would be oppressive to the public or disastrous to commerce. 

Q. (By Mr. C. .1. Harris.) Would the self-interest of the railroads be a check to 
that course of procedure?— A. I think it would. I do nob know of anything that 
is any more vulnerable to public opinion than a corporation. 
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Q. (By Mr. Ripley.) Has that been as true in the West as in the East?— A. I 
do not know so much about the West. They have not had as severe competitive 
conditions as we have had. The Western country is more sparsely settled; there 
are fewer people there. 

(By Mr. C. J. Harris. ) Does the effect of consolidation, as it has gone on in 
this country so far, lessen or increase the traffic of the road?— A. So far, it has 
lessened it. Take the case of the Erie road, formerly made up of three separate 
and distinct corporations between New York and Chicago. The^ are now one 
corporation substantially so far as relates to the officers, organization, and every- 
thing— one corporation. The expense of maintaining two has been eliminated, and 
I have never known of an instance where we have reduced the cost that the public 
did not get the benefit. 

Q. (By Mr. Ripley.) Speaking of consolidation, will you mention any other 
economies that might be incidental thereto?— A. Out of organization? 

Q. Through the consolidation of a number of roads, other economies than those 
of administration— organization?~A. Yes: there are a great many economies. 

Q. In other words, will it have the effect to reduce materially the ton-mileage 
rate?— A. I think ultimately it will. But the greatest danger we have is not 
through excessive rates, but from rab's that are too low. Now we expend about 
51 per cent for labor— a little more than that— for instance. I can toll you exactly 
what that is. Of our operating expomses la.st year $15, 000.000 of our operating 
expenses— 54 per cent— was paid to the employees— distributed among about ;30,000 
people. 

Q. What bearing does that fact have on this (luestion, namely, the economy of 
operating through consolidation?— A. You take the case of the Lehigh and the 
Lackawanna paralleling themselves for 100 miles. If that passenger business can 
be done by an interchange of tickets good on both roads the public is better served. 
There would not be as many trains running as there are now, but there would be 
ample trains for the service, In other words, there would not be two running at 
the same hour when one would amply serve the purpose. 

Q. Would there be the same competition in providing facilities? For instance, 
it is commonly stated in the West that the facilities for passenger travel over such 
roads as the Rock Island are materially better by reason of the strenuous compe- 
tition between those roads for i)a&senger traffic. They ])rovide reclining chairs 
and everything of that sort. Is not the iiroviding of facilities fully as important 
as the rate either for passengers or freight?— A. Yes: I think competition will 
always exist. Take it between Now York and ( 'hicago. There will always be 
competition between those points. If one road fails to provide somewhere 
approaching the facilities and accommodations of the other, it will begin to lose 
travel, and the minute it does that it will bo forced to fnrni.sh the accommoda- 
tions. You can not eliminate competition without yon put all the railroads of this 
country under one management, and that is impossible. 

How does the value of the stock, preferred or common, compare with the 
value of the bonds of the Erie .sysh'm?— A. There are forty-three millions of pre- 
ferred stock, sixteen millions of second, and a hundred of common. 

That is materially less per mile than any of the foreign comjianies?— A. Yes. 

Q. What is your practice in making improvements out of the operating 
expenses? Does it differ from the custom abn^ad?- A. The English have capital- 
ized pretty much all the expenditures upon what was called improvements. In 
this country the practice has not obtained to anywhere approaching the extent 
it has abroad. For instance, the Lake Shore road has the same capitalization, 
stock and bonds, that it had 25 years ago, and yet the road has been improved to 
probably as great and probably greater extent than any other road in the country. 

Q. Would that same statement be true of the Erie road?— A. No; not entirely. 

Q. It has increased the volume of its securities?— A. In respect to some classes, 
yes, and in respect to others, no. The Erie road has been through several bank- 
ruptcies in which the securities have been reduced in volume and the rates of 
interest also. 

Q. Have they been reduced in volume?— A. Yes; reduced in volume at times. 

Q. The statement is made of many reorganizations in this country that while 
they reduce the fixed charges, they nevertheless increase the stock?— A. What 
difference does it make, if they do not pay any dividend? 

Q. Does not that last series give control of the road in its operation?— A. Yes, 
it does; as a rule, yes. 

Q. Then, does not the existence of a large amount of securities thrown upon the 
market in this way offer a premium for their acquisition for speculative pur- 
poses?— A. I suppose it might be so construed, but not actually jierceptible. I have 
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never known that to cut much figure. The company with a small capitslizativ,„ 
ismnchmore exposed to bemgmizedforsj^aktmpurjiom, as you iiiuatrated 

of 'restriction of capitaii.s,i„„,, 

Doy^knotm^o'Ser exainp/es of rp»</s /n tos^ 

tion iti, pel haps, not excessive, from the point of view ot earnings, but neverthu- 
less is larf'e compared with the cost of duplication.^ — A. I could not answer that 
question. 

Q. The point 1 wish to come to is this: Whether any power, either in State or 
Federal hands, for prevention of excessive issue of securities, mi^?lit not be advis- 
able, both in the interest of the public and of the investor?— A. Much more desir- 
able tlian legislation looking to what they shall charge for commercial work- 
much more desirable than to undertake to regulate the rates that shall be charged. 

Q. In other words, you would favor the regulation of the financial details of the 
business, leaving the railroads free to perform the commercial side of it as they 
please?— A. Yes: if you are bound to control by legislation, control by capitaliza- 
tion: restrict the capitalization to actualities, as you express it, but do not hamper 
the roads in their commerical operations. In other words, if it is necessary for 
them to carry a part of their product at a very low price in order to make tonnage, 
which would serve to reduce the cost on the balance of their business, permit them 
to do it; do not hamper them, but simply undertake to control your corporations 
rather through their financial machinery. 

A proposition has been suggested to this commission for the prevention of, 
perliaps. at times, fraudulent overissue of capital stock through supervision of 
interstate roads by the Interstate Commerce Commission. Would you favor an 
extension of powers in that direction rather than an extension of their power to 
regulate rates?— A. I should, most decidedly. 

Q. You believe it would conduce to the interests both of the railroads and the 
public'?— A. Yes. 

Q. Can )ou suggest anything further m this line?- A. No; I do not know thnt 
I can. This is a new country. We have a great many iiroblems to work out here 
yet; among other things the problem of government. The surplus wealth of this 
country is largely invested in transportation enterprises. You can not touch that 
disastrously, unfairly, or unfavorably without affecting the whole country at large 
more seriously than by any other possible means. Probably 85 per cent of our sur- 
plus wealth IS invested in railroads, and there are the owners of the securities 
and the army of the emnloyees to be considered. On the Erie line we have JlO.OOO 
employees. That is a larger army than George Wasiiington ever commanded. 
Whenever you touch that industry by legislation unfavorably, unfairly, it must 
ultimately be reflected on the countrv itself ami on the success and prosperity of 
it. The country has .shown its ability and its capacity to carry freight cheaper 
than any other country. Why not let those forces that have demonstrated that 
capacity work out their own solution instead of hampering them so much with 
investigation, legislation, and all that line of procedure? 

Q. (By Mr. Kennedy.) What you just said suggests the question to me: How 
do freight charges at the present compare with those of 20 years ago or with those 
of any other period you choose to speak about?— A. Why, they are not in sight 
at all- 


Q. Let us have .something on that line. —A. Our rate last year was 5.5!) mills per 
ton mile, average rate. The rates of Erie road 20 years ago were probably over a 
cent a ton per mile— probably a c(uit and a quarter— and yet our volume of busi- 
ness was so large that a difference of 8 cents a ton would be a difference of 
$ 1 , 000 , 000 . 

Q. (By Mr. Ritley.) Has a reduction corresponding to this one taken place in 
local freight rates? You have spoken of the reduction of average freight rates.— 
A. Oh, yes; the local rates have been reduced. 

Q. Have they been reduced in proportion?- A. (Interrupting.) To the through 
rates? 1 do not think they have. Everything is competitive. If a rate is not com- 
petitive by reason of another railroad, it is competitive by reason of commercial 
conditions, and railroads can no more escape commercial conditions than can the 
grocer around the corner. 

(Testimony closed.) 
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TESTIMONY OF ME. AEGHIBALE A. MoLEOD, 

Former President of the Reading Railroad. 

The Commission met at 2.42 p. m., Mr. Clarke, presiding. At that time Mr. 
Archibald A. McLeod appeared as a witness, and, having duly affirmed, testified 
as follows: 

Q. (By Mr. Clarke.) Please give your name and address. —A. Archibald A, 
McLeod; New York, 149 Broadway. 

Q. What is your official relation or what has it been to railroads?— A. I have 
been president of several railroads— the Reading, the Boston and Maine, and the 
New York and New England, and others, and I at one time leased the Jersey 
Central and the Lehigh Valley railroads. 

Q. Are you now connected with any railroad company?— A. Not as president. 

Q. The Commission will be pleased to have you proceed in your own way to 
give such information as you may have concerning the transportation problem 
and its relations, as you understand it, to other industries.— A. I presume you 
mean with reference to anthracite coal. 

Q. If you choose to specialize it we shall be pleased to have you.— A. I have not 
given my attention so much to the transportation of bituminous coal. To a con- 
siderable degree my expeiience has been more in the mining and transportation of 
anthracite. I do not know just exactly what information you wish. 

Q. We would like to lie informed if you please as to the relation of the railroads 
to the coal production and coal transportation. 

Mr. Kknnkdv. And the distribution. 

Mr. Clarke. Yes, the distribution— the marketing. 

The Witness. The mining and the distribution are conducted by the coal com- 

E allies with the exception of cases in which individuals are engaged in the same 
usiness. Each one of those transporting companies has stocks in coal mining 
companies, and these companies are paying freights to the railroad companies for 
carrying the coal for those mining companies. That is the way the business is 
done. I lielieve, in every case. The accounts are kept separately. The coal com- 
panies are charged the same freight rates that they charge individuals where 
individuals mine and transport over these transiiortation companies’ lines. The 
Looks are kept separately, and there is perfect accounting, just as though the coal 
company was owned by some interest other than the transportation company, 
That is the method. 

Q. Is it a fact that the stock of the coal companies is in most cases owned, or 
at least the majority of it, by the railroad companies?— A. I believe that to be a 
fact. I know it is in some cases. 

Q. Is that the case in regard to the Reading?— A. Ye-. 

Q. Practically, therefore, the railroad companies can and do control the coal com- 
panies?— A. In this case they do. 

Q. (By Mr. Kennedy.) Mr. Chairman, 1 would like to ask Mr. McLeod if he 
has seen this paper of topics suggested for statements on the anthracite coal indus- 
try, and to ask him if ho could not take that paper and take up tlie topics and dis- 
cuss them in his own way?— A. I will see. Take the railroad rates for instance. 
The railroad rates on anthracite coal are made e.sactly as the railroads make rates 
on other merchandise. The coal freight agents get together and make rates on 
coal just as the merchandise freight agents get together and make rates on mer- 
chandise. It is the same method exactly. There have been no changes in recent 
years that I know anything about. I think that has been the rule ever since 
these transporta' ion and mining companies have been in existence. So far as I 
know, it is. The rates to New England are just like other rates. Sometimes they 
make water rates in connection with rail rates, and in different seasons of the 
year they are higher. It depends very many times upon the scarcity of vessels. 
Sometimes it is very difficult to get bottoms to transport coal to New England 
from the terminal points, Philadelphia or New York, and rates go up. At other 
seasons, when bottoms are plenty, they are lower. So that just what they are now, 
of course I do not know. They vary according to the season, supply and demand, 
and so on. 

Q. ( By Mr. Ripj.ey. ) What proportion goes by rail?— A. A very small propor- 
tion. I will give you the distribution of anthracite coal: The States of Pennsyl- 
vania, New York, and New Jersey consume about 70 per cent of the entire product; 
the New England States take 11 per cent, and that is very largely taken by water. 
A very small proportion of it goes by rail. 

16a 36 
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Q. (By Mr. Clarke.) It has to go by rail some distance, I suppose?— A. It has 
to go down to tide water at Philadelphia or New York. The Reading takes most 
of Its coal, if it is destined to New England points, to Philadelphia, because it has 
large shii)ping docks there, and it goes down through the Delaware River. It 
has shipping docks also at Port Reading, from which it delivers large quantities of 
coal to New England and to New York City. The other companies take their 
coal to New York because, with the exception of the Pennsylvania Railroad, their 
lines do not reach Philadelphia. Thentho West takes about 12 per cent of the 
production, and the South about 4 per cent, and Canada takes about 3 per cent. 
Practically, 1,500,000 tons go to Canada. 

Q. Is the consumption m the West increasing?— A. Very rapidly. 

Q. Faster than in any other section?— A. Yes. The consumption in the West 
has been increasing very rapidly for a good many years. 

Q. (By Mr. Ripley.) Is the aemand from the West for a particular variety of 
coal?— A. Yes; although most of the sizes go there. The stove and chestnut sizes 
are very much sought after in the West, particularly the chestnut, for domestic 
purposes— cooking and heating. 

Q. (By Mr. Farquhar.) Has the encouragement of consumption in the West 
come through lower freight rates on the lakes?— A. No; 1 do not think lower rates 
have had anything to do with it. The West is growing rapidly, and as the people 
accumulate more money they buy this luxury. Seventy-two per cent of the entire 
production of anthracite is a luxury now. There is very little of it used for 
steam, and not over 28 per cent of it is sold in compel ition with bituminous coal 
for making steam. The other 72 per cent is now almost wholly used for domestic 
purposes. 

Q. (By Mr. Kennedy.) The president of one of the coal roads told us in New 
York that 35 per cent of the anthracite is sold in competition with bituminous 
coal.— A. Well, I do not think so. I think I can ])rove what I say by statistics 
(examining papers). Here is the average of all sizes jiroduced from all regions, 
and of this 71.72 per cent are above pea and the lower sizes. Those are the actual 
figures, so that there are 28.28 percent thatcomes in competition with bituminous 
coal. 


Q. (By Mr. Farquhar.) Do you care to have that paper of yours used as an 
exhibit in your testimony?— A. No. I simply give you the facts in round figures; 
the balance is a matter of detail. 

Q. (By Mr. Ripley.) Has there not been a change in the proportion of pre- 
pared sizes to other sizes?— A. Yes. 

Q. In recent years, and for what reason?— A. W(dl, the reason is that they have 
found ways by which they could use these smaller sizes. Years ago they were 
thrown away— thrown into the dumps. Recently the dumps have been worked 
over and all this coal has been taken out and marketed. In 1872 there was only 
5.1)2 per cent of these small sizes; in 1873, 0.GO per cent; in 1874, there was 6.45 per 
cent. It then comes on down until we come to 1877 and we have 1 L per cent, then 
in 1878 it was 10 per cent. Then when we come to 1888 we have 11) per cent, and 
in 1896 (that is my latest statistics) we have 28.28 per cent, showing how the use 
of the smaller sizes in proportion to the other sizes has grown. 

Q. Might not that proportion have increased to 35 per cent, as stated in New 
York, by the present time?— A. That may be true. 1 am reminded by your (lues- 
tion that my statistics are incomplete and cover only the years up to and includ- 
ing 1896, That is as late as I am familiar with the s abject;, i will make the 
correction. It may be 35 per cent now; I could not say that it is not; but my 
percentages of 71.72 and 28.28 are absolutely correct up to the date given. It will 
probably go on in about that ratio until the maximum is reached. 

Q. (By Mr. Clarke.) Has there been any increase in the exportation to Can- 
ada?— A. Yes; that is increasing all the time, but slowly. The greatest increase 
in comparison to the tonnage twen is in the West and that, as 1 say, results from 
the good times in the West. The people of that section of the country have had 
good crops for a good many years, and as the farmers become more able to pro- 
vide themselves with luxuries, they take more anthracite coal. That is found to 
be the case all over the country. 

Relation of indewndent operators to the railroad: I presume you have had all 
that from the gentlemen who have been before you. I myself changed their rela- 
tions to the transportation companies in 1892, and the arrangement I made with 
them is practically in existence now. At that time I made contracts with almost 
all the individual operators in the anthracite region, which were designed to 
make a fair division between the miner and the transporter, and they were so fair 
that they are in existence now. 

Q. (By Mr. Ripley.) What was the proportion?— A. Sixty per cent of the tide- 
water price. 
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Q. (By Mr. Kennedy.) Did you make any provision as to marketing the entire 
output of their mines?— A. No; in fact that was not necessary. What they wanted 
from me, and what was agreed to, was a fair division between producer and trans- 
porter, and it is in existence to-day, except that now they are agitating the ques- 
tion whether they shall get 65 per cent. That is the only change. 

Q. (By Mr. Clarke.) The independent coal producers do not pay freight to the 
railroad company, but receive from the railroad company a percentage of the 
amount received for the product at tide water; is that it?— A. You may jput it in 
that way and then you may put it in another way. For instance, the coal is taken 
under that agreement to divide according to those percentages. The coal is sold 
by the coal company, not by the transportation company, because they do not do 
that kind of businc'ss. The coal company takes their coal, disposes of it at tide 
water, and then they get 60 per cent of the average price at tide water for their 
share and the 40 per cent goes to the coal company for the purpose of paying the 
transportation to the railroad company transporting the coal to market. 

Q. That is to say. the coal company, allied with the railroad comjiany and owned 
by the railroad company, takes the coal of the independent operator and allows 
him a percentage?— A. Yes. 

Q. (By Mr. Ripley.) Have you seen any of tliese recent contracts, or do you 
know anything further respecting them?— A. 1 know only what some of the 
individual operators have told me. They are all my Iriends. They have said to 
me that there is practically no difference excejit a ])roposed increase of 5 per cent. 
I do not believe that the proposed new contract has been closed; they are agitating 
the subject now as to whether they can secure the increase. Outside of that I 
think the, contracts are to be practically of the same nature. 

C^. Is there not a diherence in this respect between these new contracts pro- 
jected and those which were in effect, namely, that the new ones are for the entire 
life of the mine— to lust until all the coal is taken outof the ground?~A. 1 believe 
that is true. I do not know of my own knowledge. 

Q. But the contracts initiated under your management were not of that per- 
petual nature?— A. N o. Mine were made for 7 or H years, and thev were continued 
after tiiat liecause they were considered to be satisfactory by both parties. 

Q. What can you state as to the relative pro])ortion of the independent oper- 
ators along the different linos of railroad?- A. The total sliipments in 1900 were 
47,000,000 tons, of which individual operators mined, in round number, 16,000,000 
tons, or about 65', per cent. 

But do not some of the railroads procure their tonnage to a greater degree 
from independent operators than otliers?- A. Yes; the t-onnage of the Lehigh 
Valley is very largely from individual operators, more than any other. The Read- 
ing mines nearly all its own coal, 

Q. There are very few independent operators on the line of the Reading?— A. 
Very few. The Lehigh Valley mines only— or it did last year— 2,923,000 tons out 
of 7,675,000 tons. 

Q. Approximately two-thirds is from independent operators?— A. Yes. 

Q. What is the jiroportion of the Reading, or will you malce a statement from 
the table you have respecting the proiiortion of the ditlerent railroads?— A. The 
Reading, out of 9,084,000 tons, mined 7,605,000 tons. 

Q. What is the proportion of independent operators on some of the roads that 
have recently entered the territory, such as the New York, Ontario and Western? 
Isitsmall?- A. Yos. They mine 1,086,000 tons and the individual operators mined 
906,000 tons. 

Q. Will you give the proportions of the Central Railroad of Now Jersey?— A. 
They mined 4,163,000 tons and the individual Operators mined 1,670,000. 

Q. (By Mr. Kennedy.) I would like to ask you whether there i.s an allotment 
made to tiiat railroad in any way, and whether this amount is under or exceeds 
the allotment?— A. No, the allotment question has been eliminated so far as my 
knowledge goes. You probably know what the percentages are to each of those 
interests. 

Mr. Ripley. Yes; we have those data. 

A. I do not know of any jiressure that has been brought to bear on any of the 
individual operators. I think they are all pretty well satisfied. I do not know of 
any discontent that exists to-day on the part of individual operators anywhere. 

Q. Can you say how this allotment is arranged?— A. That is ancient history. 
These percentages have been in existence from, I guess, about the time I was born. 
They have not been changed except as one interest would get a little more tonnage 
than another by some change in ownership of roads or something of that kind. I 
do not think they have been changed in a good many years. I know when I first 
entered the anthracite business about 17 years ago the percentages were in exist- 
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ence, and there has been no change since that time except that I increased the 
Reading's percentage by business methods. 

Q. Was there not a time when the Reading’s percentage was nearly one-third?— 
A. It was nearly one-third about 1870. 

Q. What is the percentage at the present time?— A. Twenty-one per cent. 

Q. To what degree has there been a decrease in the proportion?— A. Let me tell 
you how that occurred, it was under Mr. Go wan s management of the Reading, 
and because he did not keep pace with the increase in consumption in the market. 
His percentage went down because he failed to mine and market his percentage 
of the increase in the consumption; therefore, his competitors’ percentages went 
up. Inother words, when he acquired all these coal lands, he was mining and trans- 
porting about 6,000,000 tons of coal per annum, and that was about 88/, per cent 
of the entire output at that time. When I went into the Reading 15 years later, 
the tonnage of the Reading did not amount to over 6,500,000 tons, while in the 
meantime the entire tonnage had more than doubled. It was taken away from 
him because he simply did not hold on to his proportion. That is the reason the 
Reading’s percentage was reduced. 

Q. Well, could not the Reading very easily supply one-third of the consump- 
tion at the present time with the coal properties it owns?— A. No; it would take 
it some years to develop the collieries up to that capacity. You must bear in 
mind that there are certain months in the year that it is impossible to dispose of 
anthracite coal except to dealerc who have storage places to deposit it. The con- 
sumer waits— the average consumer waits— until the cold months of the year to 
order his coal, and except for these dealers who provide storage places to take 
the coal from the mining companies during the months of April, May, June, July, 
and August, when the demand of September, October, November, and December 
comes on there would not be enough coal to go around, and people could not get 
it; consequently the companies, in order to have coal at certain distribution 
points in the country, have to mine it during the summer months and sell at con- 
cessions to get those dealers to take and store it and hold it until the consumers 
come into the market for it. The proportion of consumers who will buy their 
coal in the warm months when they do not need it , and put it away in advance, 
is very small. That has got to be done through dealers who have places to store 
coal and await the pleasure of the consumers. 

Q. Did you have to fight the other coalers to increase the Reading percentage?— 
A. No. 

Q. Did not you have to reduce the percentages of any of those roads?— A. Well, 
I would be taking a little more than my proportion of the increase. 

Q. (By Mr. Rii’LKY.) Has there not been a feeling for a great many years on 
the part of the Reading management that it was not getting its due proportion 
of coal output?— A. There may have been, but it was the management's own fault. 
They simply stood still, and the other companies, with their inci eased facilities, 
were ready to take the coal that was offering all the time, and supplied the 
increased demand. There are many interested in Reading throughout the country 
who do not know how the Reading’s percentage was reduced. They say it was 
reduced, but it was not; its tonnage stood about stationary, and its percentage, 
therefore, fell off. When the entire tonnage was 18,000,000 tons per annum, about 
1870, Reading had 33j^ per cent of it; when it increased to 86,000,000 tons, and 
Reading failed to get its proportion of the increase, its percentage was reduced, 
althou}^ Reading had the same tonnage practically. 

Q. (By Mr. Kennedy.) Do you know of any claim that the Reading has not its 
proper percentage at the present time?— A. There is none th^t I know of. 

Q. Or a claim of that kind on the part of any of the other coal roads?— A. I do 
not know of any. Of course, you understand, I am not in their counsel now. 

Q. (By Mr. Ripley). Is there not a disposition on the part of the railroad 
companies to provide greater storage facilities for dull seasons of the year? Are 
they not building lar^e storage bins?— A. Yes; I built two for the Reading near 
the mines where, dunng the dull months of spring and summer, I could mine 
and store 300,000 tons of coal, and which could be shipped in October when the 
people wanted it. 

Q. Prior to that time it was customary to store only on wheel?— A. No; they 
had storage places at different points throughout the country. For instance, at 
Perth Amboy the Lehigh Valley had large places where they could store two or 
three hundred thousand tons of coal. The Reading had another large depot at 
Port Richmond, where they could store a large amount of coal. Then they had 
pockets along the New England coast, where they could take the coal in vessels 
and store it in the pockets until the demand came from the people. 

Q, Do those increased storage facilities tend to steady the price between seasons 
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of the year? -A. Well, no; it does not do that bo much as it helps the companies 
to keep their collieries running and keep their men on hand to get coal to the point 
of distribution so it will be there in the fall of the year when the deipand is made. 
Otherwise it would be impossible for the collieries to mine or the roads to trans- 
port enough coal to meet the demands of September, October, November, Decem- 
ber. and so on. That is the object in doing that. Otherwise vou see the collieries 
could not be kept running during those 8 months, and when the demand came, if 
it came all at once, the possible supply would not meet it. 

Q. Is th re any restriction upon the output, so far as you know, of any indi- 
vidual operators placed by the railroads?— A. Not that I know of. I think that is 
a great bugaboo. I do not think there is any restriction put upon the mining and 
transportation of coal when they can get rid of it. You could not give it away, 
sometimes. For instance, the market, we will say. will take 50,000,000 tons of coal. 
You could scarcely give away ;i, 000.000 more tons— the people would not want it. 
It is just like any other commodity. 

Q. If anthracite coal were $2 or $1.50 cheaper a ton than at the present time, 
would not that decrease in price increase the demand for it?— A. Yon would not 
have the coal; you would bankrupt everybody in the business; there would be 
nobody mining it. 

Q. But the increased supply could be utilized, could it not?— A. How are you 
going tojise it when there is nobody going to mine coal unless he makes money 
out of it*'' If the coal was selling at that price nobody would be mining anthra- 
cite coal, because it costs $l.9t) a ton to put anthracite coal in the cars, without 
adding anything for transportation. 

Q. Have you any stateraont respecting the cost and the elements of cost at the 
mine raonth'^— A. I have. 

(By Mr. KKNNRnv.) Before you go further with that: You say it costs .$1.90 
to put an thracite in the car at the mouth of the mine. What is the transportation 
cost to tide water for a ton of this same coal that costs a dollar and ninety?— A. 
That is varied. I do not know just what they are charging now. 

Q. Give an instance.— A. I suppose the average freight rate to day is about 
$1.50 a ton. I know positively that on the coal coming from one colliery the aver- 
age freight rate on it was only $1.80. 

< 4 . (By Mr. Ripi.ey.) To tide water?— A. Yes; that is about 7 mills per ton 
per mile. 

What would be the rate through to Boston on that basis, approximately?— A. 
That can be ascertained by a mathematical calculation. 1 would have to figure 
tha*^ out. You can do that by taking the number of miles. 

Q. Is it on a mileage basis'^ -A. No; but you take the mileage a.s a basis and you 
can tell just what it would cost. Now. what do you want: the cost of coal? 

Mr. Fahc^uhah, The idea was this- You made the statement that the cost of 
putting a ton of coal on the car at the month of the mine was $1.90, and $1.3f5 in a 
B})ecial case on freight, making $3.20. What is the selling price at tide water of 
that coal? 

The Witness. The average price at tide water for coal for the last 20 years has 
been $3.48 per ton; the highest has been $3.9(5 and the lowest $2.48. 

That would make a working margin of 22 cents up to .50 cents; 22 cents up 
to 50 cents for handling?— A. Yes; but there is nothing included there for the cost 
of coal in the ground. 

(By Mr. Ripley.) Do you include in that calculation, also, the interest 
charge upon the investment— that is, the investment in reserve coal lands?— A. I 
include in the $1.90 a ton the interest on the investment in coal lands, that is all; 
nothing for the coal but the interest on the value of those lands. 

Q. Is that interest charge heavy on some railroads?— A. Somebody has got to 
own the land. 

Q. I do not object, you understand; I am simply trying to bring out the point 
that there is a large investment 011 many acres. —A. I am talking now of the aver- 
age. I do not take any one company in figuring on the average, so that does not 
make any difference. We all know that the Reading has a large quantity of land 
that she has no use for now, but that does not make any difference in tnis state- 
ment, because I take the average of the whole region. 

Q. Can you give your opinion as to how much reserve coal land the Reading 
has?— A. The Reading has 150 years of coal supply. 

Q. How does that compare w*ith the reserve of the other companies?— A. None 
of them, of course, compares with the Reading, There are some of the smaller 
ones that are almost exhausted. I would not like to make that statement here, 
because it might interfere with the values of some of those properties if taken 
seriously, but we all know that there are a good many of those properties that are 
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nearly exhausted. That is, in 10 years 10 per cent, and in 40 years 75 per cent of 
the colleries in the Wyoming region will be exhausted. 

Q. At the present rate of output?— A. Yes. 

Q. Don’t lose sight ol this question as to the cost of a ton of coal matter.— A. 
The average cost per ton on cars, including all charges for improvements, deprecia- 
tion, land exhaustion, taxes, and insurance, I figure at $1.59. Then the average 
cost for a ton of coal on cars, including the interest on the value of coal lands, 
brings it up to $1.5)0. That is the average on coals; some cost a great deal more, 
some cost less. 

C^. (By Mr. Kknnkdy.) Is that a printed report?— A. No; this is a private 
report. 

Q. No public document?— A. No. 

Q. Of any railroad?— A. No That [pointing to a book beside him] is a public 
document, with State information; it contains all the mining laws; that you could 
get if you wish it. 

0. (By Mr. Ripley.) The cost of carrying these reserved lands is at present 
borne by the price of coal and the consumer, is it not?— A. No. 

C^. What pays the interest on the debt of the Philadelphia and Reading road?— 
A. The Philadelphia and Reading Company has a general business as well as a 
coal business. The coal business would not maintain the Reading road, nor would 
its other business maintsin it. It must have all the business it can handle, and 
yet it has one hundred and twelve millions of capital that is not earning anything 
now. There are, altogether three hundred and eighty-two millions of capital of 
the so-called anthracite roads that is noteaming a cent of interest or dividends. 

Q. Does that all represent actual investment'— A. It represents actual invest- 
ment or interest on actual investment. Some ot these stoclfs have been increased 
from time to time by adding the interest that was unpaid, the unpaid coupons, 
and so on, and in the case of the Reading there are one hundred and twelve mil- 
lions that don't receive any interest, and twenty-eight millions more that liae lust 
begun to receive interest. The Lehigh Valley has $40,441,000 on which no divi- 
dends are paid, The Erie has $172,000,000 on which no dividends are paid. The 
New York, Ontario and Western has $58,113,000, making a total of $382,554,000 
that don't earn a cent. 

Q. Are not many of those securities represented by bonds issued 20 or 80 years 
ago for the purchase of these coal lands?— A. 1 can't speak so much for others. 
In the case of the Reading— referring to the period of 1870 to 1870— the Reading 
invested in actual cash about seventy-five millions in coal lands. 

Q. What has paid the interest on that seventy-five millions since that time?— 
A. Their net earnings went as far as they could, and when they did not have any 
earnings the interest went unpaid. 

(^. Has not the fact that it has been struggling along under this heavy debt been 
one reason for the financial difficulty of that railroad during the period— we will 
say—from 1875 to 1890?— A. That is true. 

Q. Could it not have put coal profitably upon the market at a cheaper price if 
it had not been burdened with the interest charge for this heavy debt?— A, It 
has been putting coal on the market as cheap as it did before it had any debt, and 
for less money. 

Q, (By Mr. Clabkk.) Could it not put coal on the market cheaper still, but 
for that debt?— A. No; because it has one hundred and twelve millions that don’t 
pay any interest. 

Q. (By Mr. Kennedy.) Put it this way. Suppose the Reading had not secured 
a monopoly of all those lands and held them undeveloped, is it not probable that 
other interests would have taken hold of them and developed them, and have 
brought about a competition that would very materially decrease the price of 
coal?— A. I do not think so, because they have not been making money in mining 
coal; nobody has made much money on coal except a few individuals who might 
happen to have a colliery located very favorably, having a good vein of the right 
size in which to mine, without any slate or other substances which would inter- 
fere with the cheap mining of the coal. A few of those could make money, but, 
in my opinion, the people on an average are getting cheaper coal to-day than 
though tnis coal had been mined by individuals, just for the reason that 1 stated 
a little while ago, that it requires a large amount of capital and a large, thorough 
organization to mine this coal from poor veins, as well as the best ones, and dis- 
trioute it to the places where it is needed by the public at an average cost which 
places it within the reach of all the people. If it were not for the large aggrega- 
tion of capital and thorough organization the people would not be able to get it at 
a reasonaole price. It is not like bituminous coal. Bituminous coal is taken the 
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year round. Anthracite now is a luxury. We know that it is, because they have no 
anthracite coal on the Pacific coast, and they get along without it. If this coal 
should advance above a certain price it could not be sola at all; people would not 
take it, because, as I said before, about 73 per cent of it is a luxury. 

Q. (By Mr. Ripley.) Could not a larger percentage of it be used for manu- 
facturing purposes by reducing it to steam sizes?— A. No. 

Q. In the cities, where, for instance, they have ordinances against smoke 
nuisances.— A. No; take the city of New York, for instance. There is a city that 
has in existence those ordinances. It can get all the pea, buckwheat, and rice 
coal it needs. Still the New York people will use bituminous coal. Bituminous 
will make more steam than anthracite coal. 

Q. Even of the smallest sizes?— A. Yes. There is one thing about this anthra- 
cite business that a good many people do not understand. As we have shown 
liere, it costs double to produce this coal that it does to produce bituminous coal, 
and when you sell 28 per cent of it at a loss of $1 a ton you have to add such loss 
to the price of the other sizes in order to get cost for the whole product, and before 
you can make any money on the 72 per cent the loss on the 28 per cent must be 
added to it. They must sell the 28 per cent in competition with oituminous coal, 
as I say. On that 28 per cent they lose a largo amount of money, and if a larger 
])ercentage of the small sizes were produced the cost of the domestic sizes would 
be greater to the consumer. 

Q. What are the average wages of coal-mine operatives?— A. I figure them the 
year round. They do not work every day in the year, as you probably know, and 
I estimate they earn about $40 a month to the man. The average number of boys 
employed is probably 12 per cent of the whole number of employees, and they get 
about half that wages. Just to show you the difference in the cost of producing 
anthracite and bituminous coal, I cite the fact that it requires 145,000 men to pro- 
duce 41,000,000 tons of anthracite coal, and 1)1,000 men to produce 73,000,000 tons 
of bituminous coal in the State of Pennsylvania. That statement at once shows 
you the great difference in the cost of producing the two coals. These statistics 
are public property, gathered by the State, ana there can not be any (luestion 
about their accuracy. * 

Q. (By Mr. Kknnedy.) Is there any foreign trade in the anthracite business? — 
There is practically no foreign trade except with Canada. It is not possible. I 
had that subjei t thoroughly investigated to see whether it was possible to create 
an export trade to Europe for anthracite coal, and 1 found it absolutely impossible. 
The cost prico of anthracite coal with freight added would be prohibitory. There 
is no back lading for coal-carrying ve.ssel8, and this is something that must be 
taken into account when considering the question of exporting coal. The only 
export coal that we have been able to dispose of has been to Canada, .and, of course, 
the trade there is natural, because Canada has no anthracite coal. They can’t get 
it anywhere else, and we can deliver it to them at reasonable prices. 

Q. (By Mr. Ripley.) The Philadelphia and Reading Company could have pro- 
duced more coal than it does with its facilities if oiierated to its full capacity the 
year around, could it not?— A. Certainly; if it could dispose of it. 

Q. Did the existence of such a .surplus have anything to do with the entrance 
of the Philadelphia and Reading into the New England territory in 1892?— A. No; 
my object in that move was to increase the Reading’s tonnage without getting into 
such a row with my neighbors that the whole structure womd go to pieces. There 
has been a well-recogiiized rule among those companies for years that where the 
transporting company owns the rails the tonnage distributed on those rails sliould 
be considered as belonging to that line; therefore, they would not precipitate a war 
that would be ruinous. My object in going into New England was to get. in that 
way, and under a well-recognized rule of the distribution of tonnage, an advantage 
that I could not get in any other way. The Boston and Maine and the New York 
and New England handle about 3,500,000 tons on their rails. That is the tonnage 
I intended to get for the Reading Railroad without a fight. If I could have^carried 
out my plans I should have secured that large tonnage to the Reading, and the 
other lines would have had to give it up. It was a legitimate vantage I was 
securing for the Reading road. 

Q. Which would have increased the tonnage very considerably?— A. Very 
largely; and would have enabled the Reading management to pay dividends on all 
its securities. 

Q. Without increasing the price of coal in New England?— A. Yes; without 
increasing the price. And another thing I intended to do was to eliminate very 
largely the middlemen. The amount of money between what the companies get 
for this coal and what it costs to the consumer when it is put into his cellar is 
simply outrageous. It is there that the greatest reform could be made in this 
business, and that is what 1 intended to do, and 1 have no doubt it will be done 
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0ome day, I intended to erect large pocket depots in certain places in the city of 
New York and other cities where a man with a cart could go and get coal for the 
people; there would be nothing between the producer and the consumer but the 
man, the horse, and cart, because the coal would be shot right into a cart. Instead 
of putting it into .yards and reloading it at unnecessary expense, 1 would have 
simply a cart and horse between the producer and consumer, and the amount of 
money that could be saved would be enormous. For instance, it costs me to put 
coal into my cellar in New York a dollar and a half a ton more than 1 know that 
the man who delivers it to me pays to the coal company for it. Now, that extra 
expense is simply absurd, and there is where the greatest reform could be made. 
It is so all over the country. You may go into any small town anywhere in the 
country and you will find twice as many dealers there as necessary to supply the 
residents with coal. In Philadelphia, along Ninth street, you will find coal dealers 
almost on every lot, whore one good large supply station would do that business 
just as well as all those dealers and eliminate an expense of at least a dollar a ton. 
If a man has a yard, we all know very well there must be three, four, five, or ten 
thousand dollars’ expense connected with that yard in some way or other, which 
could .lUst as well be saved provided large stations, such as 1 have spoken of, were 
established the coal put in pockets, and screened as it went out in a cart. Then 
instead of Sl.fiO a ton, it would cost about fiO, 40, or HO cents at the most for 
delivery to the consumer. 

Q. ( By Mr. Claiike, ) Why could not the railroad companies and coa! companies 
bring about that reorganization of busines.s? - A . That was my intention. I think 
it could be done. 

Q. (By Mr. FARguiiAR.) Is there an opposition among these coal dealers main- 
tained, so that they are kept in business— in finding customers and distributors; 
is there opposition?— A. Yes, 

Q. Is there sutficient opposition to keep that business up among local coal deal- 
ers?— A. Oh, yes. Of coarse, in some places they have retailers’ associations, but 
I find in buying my coal in New York there is considerable opiiositioii and com- 
petition between them. 1 have taken particular pains, as you may naturally 
understand, to see whether one would sell at a lower price than the other, and 
when my coal was put in this last summer 1 telephoned to a coal man and got a 
certain price, and telephoned to another man to quote prices, and the latter sold it 
to me at 25 cents less per ton. 

Q. Does that shading come out of the retail dealer and sales agent?— A. I think 
it came out of me. 1 do not think I got full weight, j Laughter. ) lu fact, I had 
that thing investigated myself in various places, and I caught I do not remember 
how many sending around short weights. 

Q. (By Mr. Kennedy.) If the citizens of Washington pay $0.50 and $6.75 a ton 
for coal, bow much would there be saved if this arrangement of yours you speak 
about were put into effect— just the man and cart between the producer and con- 
sumer?— A. I think 75 cents a ton could bo saved. 

Q. That is the profit there is in it to the retailer?— A. Yes, There is no question 
that that saving could be accomplished. A couple of large pocket stations in this 
town would supply the whole city. One on each road would supply the city 
conveniently. 

Q. Seventy-five cents a ton would be very little, considering the investment a 
man had in his business, would it not?— A. That depends. It depends on how 
much he could do. The trouble is so many go into the business that they must 
have a large percentage in order to live, and there is where 1 think the business is 
conducted on wrong principles. 1 think the people who control the coal ought to 
control the distribution of it in the cities. 

Q. (By Mr. Farquhar.) The entire cost of present distribution, then, to con- 
sumers, you would say, is just an extra cost put on to consumers— what it costs 
to run every yard and pay the salaries of the men in the yard, and delivery teams, 
that placed on the consumer's coal?— A. Yes; of course it is. You can see 
that these companies are selling their coal at low prices in New York by those 
figures I give you, which are absolutely correct. I vouch for the correctness of 
them. I will tell you why; Those figures are the result of certain contracts under 
which settlements were made where the money passed from one man to the other, 
and there is no better way of getting at a trne result than that, because each man 
is bound to see that he gets what is due him. There can be no question about 
those figures. 

Q. (By Mr. Ripley.) Would this plan of yours be more feasible if the railroads 
more fully harmonized their interests by consolidation than at the present time?— 
A. They can't carry it into effect in any other way than by harmonizing their 
interests. My idea was to benefit the con.sumer as well as the corporations I 
represented, by bringing every interest, so far as possible, into one harmonious 
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organization, thereby saving a larM amount of money that is now thrown away 
in the manner L have just describe to yon. 

Q. But an essential feature in that plan meant the consolidation of the rail- 
roads. —A. Not necessarily. What 1 was striving to do was to control the sales 
of coal; then to establish reasonable and uniform prices based upon cost of pro- 
duction, and transportation according to mileage to points of distribution: to do 
away with near-by high prices and far-away low prices, and the excessive and 
unwarranted commissions and profits to middlemen, which for many years have 
worked a weat injustice to both the consumer and the produce)'. 

Q. (By Mr. Tompkins.) In that connection, what would prevent the railroad 
company owning the transportation facilities and owning the coal mines, if they 
desired to utilize their facilities for the best profit, putting the price of coal to a 
point where it would cost the consumer a great deal more, and where the only 
beneficiary would be the railroad company and the coal-mining company? What 
would be the protection against that?— A. The people would not take the coal; they 
could not sell it. 

Q. They would be compelled to take it?— A. No; the people are not compelled 
to nave anthracite coal. 

Q. You are speaking only of anthracite coal?— A. That i.s all. You can’t sell 
anthracite coal above a reasonable price. The moment you get to such a price 
you have got to stop. The price will take care of itself, just as sure as you live. 

Q. (By Mr. Ripley.) An independent coal operator in New York testified 
liefore our siibcoramission that the price of coal at the ))resent time is very near 
the upper limit for maximum sales. Have yon any opinion respecting that state- 
ment.'' -A. I do not agree with him. You can get more for anthracite coal, and 
ought to get more for it to day. 

More than the present price at tide water?— A. Yes- anthracite coal ought to 
be sold so that everybody could make a reasonable profit out of it at an average of 
$4 a ton. 

O. (By Mr. Farquhar.) Four dollars?— A. Yes. 

Q. ( By Mr. Ripley. ) What is the price this year at tide water?— A. That I can 
not give you now, because it is too soon to get average figures. For the year 189S) 
it was .$8.32. 

Q. That was the average price for a long term of years?— A. No; it was the 
average price for 1899. I took the average for 20 years just to show you how 
evenly the price has been running. 

(By Mr, Kennedy.) Didn't you say the retail price is as high as could be 
maintained and permit the doing of business on a large scale? 

Mr, Ripley. The highest price consistent with maximum demand? 

The Witness. Yes; but if you eliminate the middlemen you do not increase the 
price of coal to the consumer, but you make a good deal more money. 

Q. If by reason of these economies of which you have spoken the cost of putting 
the coal at tide water were reduced by 75 cents or $1 a ton. would not the public 
be entitled to some proportion of that saving?— A. Certainly. My intention was 
to give the public half of it, and the other half would have made the companies 
which I represented pay dividends. That was my object. 

Q. (By Mr. Clarke.) Why should these anthracite coal companies sell coal in 
competition with bituminous at a loss? -A. Because there is no use for the small 
sizes except in competition with bituminon.s coal; they could not give it away. It 
must be taken by people who use it for making steam. 

Q. Why is it not better to let it remain in the CTound than to take it out and 
sell it at a loss? — A. Because you can not get the large sizes without the smaller 
ones, and if you did not sell them at whatever they are worth in the market in 
competition with bituminous coal, you would be so much worse off. The process 
of making anthracite coal is this: Here is a vein, we will say 8 feet in thickness. 
That coal is all mined out in the first place as you mine bituminous coal. You 
take the “ run of the mine, ’ and it is put in the breaker and crushed m order to 
get the different domestic sizes, and then it is run over screens, and as it passes 
through the troughs there are little boys sitting there and picking the slate out. 
The whole 50,000,000 tons that was produced last year passed under the eyes of 
those boys: they see it all and pick out the slate as it goes by. When it passes over 
the screen the very fine.st of it goes through first. Then it passes over another 
sized mesh, then another size, and soon, and when it gets down to the bottom you 
have the largest sizes of the coal; but all sizes are made through one process, and 
therefore it costs just the same to make one as to make many. So this coal you 
have to sell, whether it be culm, pea, buckwheat, or stove— the latter the higfiest 
price— costs just the same at the mine, and while some of the sizes will bring $5^.35, 
other sizes may bring only 50 cents. The culm is the very smallest. Then you 
come to the rice, then the buckwheat, then the pea, just according to the size of 
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the BCTeen, and as all those sizes must be made in order to get what we call the 
domestic sizes or higher-priced sizes* it is obvious that a producer must sell his 
whole production of the small sizes at whatever price they will bring in the mar- 
ket in competition witli bituminous coal or suffer a total loss on say 80 per cent of 
his mine production. 

Q. These are the steam sizes that compete with bitumionus?— A. Yes. 

Q. (By Mr. Farquhar.) Does not the culm become competitive for domestic 
purposes by the use of fans?— A. It can’t be used for domestic purposes because it 
18 so fine that it will run through the grate; nor can they use it in a locomotive 
as the exhaust would drive out such a large proportion of it. They have not yet 
been able to devise any way of using the small sizes except for steam purposes. 

Q. In recent years, how far has fuel gas and illuminating gas, used in the kitch- 
ens of the country, competed with anthracite coal?— A. That is a very difficult 
(](^ue.^tion to answer, It can only be answered in this way: If it had not been for 
tnese other fuels coming into the market in competition with anthracite coal, 
instead of mining and transporting 50,000,000 tons, as they now do, they would be 
mining and transporting 75,000,000 or 100.000,000 tons. It has prevented the 
growth in the use of anthracite coal that otherwise they would have had, 

Q. (By Mr. Ripley.) Has this substitution not, however, resulted in the con- 
servation of the reserve supply for future years?— A. Of course. Twenty-five 
million tons you could have mined and sold is not mined or sold; it is still in the 
ground. 

Q. (By Mr. FARguHAR.) That does not help the present generation?— A. No, 
But it is a fact, and, beside^^, yon know, there is alway.s more coal found when you 
come to dig it out than was ever estimated when it was in the gi'ound. Experi- 
ence has taught us that. I believe there is coal enough for 300 years instead of 150. 

(^. In the Reading lands?— A. No; in the entire region. 

(J. How will the reserves of other companies compare with those of the Read- 
ing?— A. The Reading owns about one-third of the whole. 

Q. (By Mr. Ripley.) There will come a time, unle.-s the ownership changes, 
when the Reading will own the entire anthracite coal in the ground of the coun- 
try?— A. I do not know what warrants you in thinking that. 

Q. I ask you the question— your .iudgment on it— that is all.— A. I do not see 
any indication of that result at present. 

(J. (By Mr. Kknnedy. ) Have the other companies reserves that will last as long 
as those of the Beading company?— A. Not all of them. 

Have any of them?— A. I could mention a company that has 25 years' reserve. 
That is the lowest. From that it will run up close to the Reading. I know there 
are other companies that have a very large reserve. 

Q. (By Mr. Ripley.) Are you aciiuainted with the estimate made by William 
Griffiths in the Bond Record of years ago respecting the anthracite coal supply?— 
A. I have read that, but I have forgotten. 1 estimate we have 15,000,000,000 tons 
of anthracite coal in this region. 

Q. (By Mr. Kennedy.) You said a while ago that 75 per cent of the reserves in 
the Wyoming Valley would be exhausted in 10 years.— A. No; not quite that— 10 
per cent in 10 years and 75 per cent in 40 years. 

Q. They have reserve lands?— A. Oh, yes. The life of a colliery is about 30 
years. Then they mu.st open up new collieries, and that, of course, is a great 
expense, for which a sinking fund should be established, and which is not now 
done except by a lew companies. Remember, you have to have a new collierv, a 
new plant every 30 years, and there are a great many millions now invested in 
them. 

Q. (By Mr. Ripley.) Are the most easily or the least easily worked portions 
of the territory now being developed?- A. The veins nearest the surface are 
being worked out first. You know there is a good deal of chance in sinking 
shafts. You may strike a vein in one locality, in perfect place where it has not 
been disturbed at all, and a few hundred feet away you may run into a break, and 
that holds good all over the region. It is only by experience, by putting down 
shafts that one can tell whether those veins are in place or whether they have 
been squeezed out, as they are in some places. For instance, 1 have opened col- 
lieries on some tracts of land and got one first-class colliery that would produce 
cheap coal, and the other one would be good for nothing and the expenditure 
wasted. That is another thing that must be taken into consideration in estimating 
the cost of coal. There is a good deal of hazard in sinking these shafts until 
developments have gone sufficiently far to demonstrate just where the vein is in 
place. 

Q, The belts of the SchuyUdll region, however, are really more difficult to work 
than in the Wyoming, are they not?— A. It costs 20 cents a ton more to produce in 
the Schuylkill than in the Wyoming region. 
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Q. And from Schnylkill a large part of the future supply of the country will 
have to come?— A. Yes. 

Q. As a consequence, then, we have to expect in the future a greater expense 
of mining than at present?— A. Naturally; as you go deeper the expense will 
increase. You know something about the formation, don’t you, of the coal veins? 
We have, for instance, 16 veins in some places, with a certain amount of rock 
between them, and the lowest one or those may be down 8,000 feet in some locali- 
ties. Naturally, as the veins near the surface are worked out and you have to go 
deeper and work much deeper veins, it will cost more to produce coal, and in a 
groat many places the deeper you go down the more water you encounter. For 
instance the last year I worked the Reading mines, we pumped two tons and a 
half of water for every ton of coal we raised. 

Q. (By Mr. Ripley). Are you aware of any tendency toward consolidation of 
the different railroads which serve the anthracite coal territory?— A. No, no; I am 
not aware of any. 

Q. I refer to the leasing or the purchase of one road by another?— A. No; I do 
not know of any. All I know is what I see in the public prints, that one company 
has purchased the stock of another, and so on. That you know as well as I. 1 
have no inside information of anything in contemplation. 

(^. (By Mr. Kennedy.) Do you know any thing about the community-of- interest 
plans?— A. No; not except in a general way. That is all on the surface. 1 think 
everybody knows about that, pretty well. One company may buy the stock of 
another, and I must say, I think it is a good thing. I think it will produce better 
results for the people. 

Q. The community-of-interest aih-angement?— A. I do believe in it. I believe 
when you get stable rates and reasonable rates the country will be more pros- 
perous. I believe that there is nothing that will produce greater prosperity than 
eijual, reasonable, stable railroad rates. 

O. (By Mr. Tompkins.) That suggestion applies to all railroad rates?— A. Yes. 

O. Then we come to the original question: What would prevent those in con- 
trol of the situation from taxing the people for the benefit of the combined inter- 
ests?— A. The people. You can't get any combination of capital that is big enough 
in this country to rob the people; it can’t be done. The man doesn’t live, and 
could not live, that would attempt it, in my judgment. That question will take 
care of itself. 

(By Mr. Kennedy.) They are not attempting it, you think?— A. No: I do 
not beliWe there is any such intention on the part of any men, and I know them 
pretty well. 1 know what my own methods were in trying to accomplish the 
same thing, and I do not believe there is any man engaged in it to-day that is not 
engaged in the work of self-preservation, i do not believe otherwise. I have no 
interest in saying so. I am a free and independent citizen, but I believe that, and 
1 think 1 underetand the situation pretty well. 

You ask for a division of this tonnage. The following table gives the figures: 

Per cent. 


Peunsylvania and Reading 21 

Lehigh Valley 15. 65 

Delaware, Lackawanna and Western 12. 57 

Central Railroad of New Jersey 11. 48 

Pennsylvania Railroad 11. 32 

Erie Railroad '11.51 

Delaware and Hudson 9. 55 

Delaware, Susijuehanna and Schuylkill 4. 26 

Ontario and Western 2. 86 


Q. (By Mr. Clarke.) Has the New York Central recently acquired interest in 
the anthracite regions?— A. Not that I know of. I do not believe that the New 
York Central as a corporation has any interest in the anthracite region. I under- 
stand that some of the stockholders own stock in some of the anthracite roads. I 
do not know. 

Q. It has been stated within a few months that the New York Central owns 
certain contracts, certain short pieces of road, and that it was about to build a 
connecting link between them and the coal fields?— A. Does not that report refer 
to the bituminous fields? 

(J. ( By Mr. Ripley. ) Does it not refer to the Erie and Wyoming Valley jperhaps, 
wmch was an independent road of the Pennsylvania Coal Company?— A. 'Well, tne 
Erie has got that. 


i The Erie has recently taken In and added to its tonnage so as to give It 11.51 per cent. 
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Q. (By Mr. Kennedy.) Do you refer to the report of control of the Delaware 
ana Hud8on?--A. If they have control of it, I don't know it. 

(^. (By Mr. Kennedy.) Is it true that the Reading fixes the price of coal and 
that other companies follow tlie lead of that company?— A. That I can not tell 
you, because I do not know what their policy is now. 

Q. Can you say whether that was true in the past?— A. 1 believe that when I 
was president of the Reading I had considerable influence with other people; yes. 
That is what I was there for. 

Q. (By Mr. Ripley.) Are you aware of the purchase of the Central Railroad of 
New Jersey by the Reading?— A. Not except from the public prints. 

Q. I mean by the public press. Would not a combination that increased the 
tonnage of the Reading directly give that company a still more important voice in 
fixing the price?— A. No; it does not increase their tonnage at all. 

Q. Not the direct tonnage, but the tonnage control'ed by the two roads; it adds 
the proportion formerly carried by the Central Railroad of New Jersey to that 
formerly carried by the Reading, does it not'?— A. No. How does it do that? They 
all go on: they each have their coal; they each have their coal companies; trans- 
porting it does not change their movement at all. 

Q. Would it not be an advantage in the case of having two parallel lines that 
each carry coal under one management?— A. That is impossible; it never will be 
done; it can not be done; it is out of the question. 

Q. Do YOU know of any legal bar to the actual consolidation of these roads?— 
A. Yes. 

Q. Whore is it found?— A. I think the laws of New Jersey now prevent the 
combining and consolidation of railroads. 

(^. Will you state what was the cause of the receivership of the Reading Rail 
road? Was it the leases of IHD'y?— A. Actual lack of capital to carry out its own 
plans 

Q. Was not there also a constitutional provision prohibiting such a lease?— A. 
Yes; the State brought suit to cancel the lease. 

(^. What was the outcome of that suit?— A. The suit was discontinued because 
the Reading went into the receiver’s hands: the parties on both sides thought it 
was not to their advantage to continue the suit, and it was discontinued. 

Did not Chancellor Mc(iill render a decision at that time?— A. If my recol- 
lection serves me right, 1 do not think he did; 1 think the suit was discontinued 
bolore he rendered any decision, if my memory serves me right. I do not think 
he did, 

Q. A constitutional provision prohibiting the lease of the Lehigh Valley or of 
the Central of New Jersey to a Pennsylvania corporation would not operate 
against an actual purchase?— A. No. 

Q. So that a luirchaser at the present time would not be prevented from mak- 
ing his purchase by the legal obstacles which stood in the way of consolidation in 
1892?— A. Oh, of course not. 1 know of no way that you can prevent a man from 
buying property if he has the money to pay for it. 

Q. Are you aware of the terms, as printed in the public press, under which the 
Pennsylvania Coal Company was transferred to the Erie Railroad?— A. All I 
know about it is what I saw in the public press. 

(^. Have you formed any judgment as to the financial expediency of such a pur- 
chase?— A. I think it is wise. 

Q. For the Erie Railroad?— A. Yes. 

(J. And for what reason?— A. Because it secures to that road a tonnage that 
might otherwise get away from it; I think it was a good move. 

Q. Have you any judgment as to the price paid for the securities of the Penn- 
sylvania Coal Company so far as that price was mentioned in the public press? 
Was It high compared with the financial position and possibilities of the com- 
pany?— A. No; I think it is worth the price. You must remember that anthracite 
coal is gettinf^ more valuable with every ton that is taken out. You can never 
replace it again. The Pennsylvania coinpany has a large tonnage left unmined, 
and that tonnage is now secured to the Erie road. There has been no money in 
mining; they want the transportation of the coal. 

Q, Thetransportationof that coal, then, is profitable to the road?— A. Reasona- 
bly so only. 

Q. It would seem that if they assume so great financial responsibility there 
must be considerable profit?— A. The Erie will pay ofif all that debt through the 
sinking fund of 10 cents per ton, as they have pro'dded, and it will be wiped out, 
and without any bnrden to the Erie. 

Q. That 10 cents will be put on the price which will be charged for the coal at 
tide water, will it not?— A. Not necessarily. It will be sold in competition with 
all the other coal and at the same price. 
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Q. It will simply redace the profits on coal for 8 om 0 body?~A. Yes; it will be 
that much less than for some other company which has not been conservative 
enough to provide a sinking fund, as all should do. And, as all must sell at the 
same price, the one that does not put that 10 cents in to lii^uidate debts of the same 
nature will meet with a day of reckoning which I do not wish to contemplate. 

6. The debt provided for by the sinking fund will be extinguished when the 
coal is exhausted?— A. Yes. 

Q. Is that a common practice with the other roads to your knowledge?— A. It 
is receiving more consideration now, because people are seeing that they must do 
that to liquidate the debts for large sums of money which liave been invested in 
coal lands. 

Q, The foundation of such ainking funds is going to still further increase the 
cost of putting the coal upon the market as years go on, is it not?— A. I suppose 
that will be taken into consideration, just as you take into consideration tho 
increased amount paid to the miners or the increased cost of taking coal out of deeper 
mines and so on; that is perfectly natural. 

Q. (By Mr. Kennedy.) Now, how many times has the Reading been in the 
hands or receivers, Mr. McLeod?— A. Four times, I think, 

Q. Can you state what the causes were that forced the receiverships in each of 
those cases?— A. It increased its debt too largely in financing the coal lands with 
bonds: it could not earn the interest on the bonds and had to go to tho wall. 

Q. In any case, was it the result of ruinous competition, so called?— A. Yes: it 
sold coal below cost; away below cost. It sold coal before the Reading receiver- 
ships as low as $2.48 a ton at tide water. 

Q. (By Mr. Litchman.) What was the effect upon tho volume of stock and 
bonds of the reorganization of the Reading Railroad after the receivership of 
1893?— A. The debt was increased somewhat. 

Q. Was not the cause of that receivership the excessive capitaUzaticn and issue 
of lionds incurred in financing the coal operations?— A. No; the cause of that 
receivership was a lack of capital. For instance, when I leased the Lehigh Valley 
and the Jersey Central and took over their coal operations and the individual 
operators as well, I found that I had $13,000,000 invested in coal and in carrying 
the customers of the companies. The Reading did not have that much capital, 
and I had to borrow $8,000,000 of that $13,000,000. Then the panic of 1803 came 
on. I had arranged to fund that $8,000,000 of floating dent by selling securities, 
etc., giving me a working capital of $17,500,000, but the parties who were to fur- 
nish the money had six months in which to do it, and on account of that panic 
coming on before I could got the money, there was nothing in the world for me to 
do except to put the Reading in the hands of the receivers to save its securities. 
That is the reason I did it. 

Q. Was it not necessary at that time to purchase outright large amounts of coal 
produced by independent operators?— A. It was not necessary. I did it. I made 
all those contracts, and that coal was purchased under those contracts, which 
proved to be a good thing because it has stood ever since. 

Q. Would these independent operators not have interrupted the Philadelphia 
and Reading Railroad at this time had you not purchasetl their coal?— A. No; 
I never had any trouble with the individual operators. The individual operators 
were all willing to follow me always. 1 made that arrangement with them, and 
they considered it fair. There were some on the line of the Lehigh Valley that 
had contracts outstanding then at 55 cents. I canceled them voluntarily, gave 
them all 00, and brought them all in under one general plan. 

Q, Have you ever shipped any coal for the firm of Coxe Brothers?— A. Yes; I 
made a contract with Coxe Brothers and built a road in to get their coal. 

Q. Was the Philadelphia and Reading Railroad involved in the well-known case 
of Coxe Brothers v. The Lehigh Valley before the Interstate Commerce Commis- 
sion?— A. No; not at all. 

Q. There was complr int at that time, was there not, on the part of the inde- 
pendent operators, that they charged an undue amount for the carriage of their 
coal?— A. I only know by what I saw in the press that Coxe Brothers had a suit 
pending with the Lehigh Valiev. 

O. Was not the price charg^ for transportation by the Lehigh Valley practi- 
cally the same that was charged by all the other roads?— A. I think so. I think 
the roads all charge the same rate. 

Q. Was not that cas^ of Coxe Brothers r. The Lehigh Valley practically, then, 
a statement of the attitude of the independent operators toward all the anthracite 
coal movers?— A. No; I do not think it was. An individual might have a griev- 
ance that some other individual would not have. 

Q. Assuming that its grievance, however, was purely a financial one, not per- 
sonal, would that still not be true?— A. One individual might not be satisfied 
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with what another individual would be satisfied with. I do not know what the 
Coxe Brothers claimed; I never saw what their claim was; I never read it. Now, 
Cose Brothers may have sought to get something that was not fair— 1 do not know 
about that— but 1 believe, so far as my knowledge goes, the individual operators 
were always fairly dealt with, because 1 dealt with them myself, and I know 1 dealt 
with them fairly. 

Q. At the time of entrance into New England territory was the controlling 
interest in the stock of the Boston and Maine actually purchased?— A. No. 

Q. Will you make any statement respecting the character of that control?— A. 
That was largely through personal influence. 

Q. It was not, then, by actual purchase?— A. I purchased enough of the stock to 
give me what we call a standing with the rest of the stockholders of the property, 
and by that I persuaded them to make me president of the road, but I could not 
control the company by actual vote— nothing like it. 

Q. Ts not that situation typical of the situation ot many other roads in the 
counuy, namely, that the actual control of far less than a majority of the capital 
stock gpves virtual control of the policy of the company?— A. That depends largely 
upon the standing and influence of the party who holds a large interest; that is, 
the personnel enters very largely in an arrangement of that kind, as you can 
readily understand. An objectionable party certainly, as you know, can not buy 
a small interest in a road and control it. 

Q. But parties in good financial jtanding might by getting absolute control of 
30 per cent of the stock of a railroad dictate its policy in many mstancos, owing 
to the apathy of the remaining faction of the stockholders?— A. If they dictated a 
policy that was in the interest of the majority of the stockholders, I imagine they 
would get along all right; but if it was not, 1 do not think they would stay there 
very long. 

(J. (By Mr. Kennedy.) I would like to ask you, Mr. McLeod, what effect the 
strike of 1900 had upon the price of coal?— A. It had a tendency to advance it, and 
did advance it. I will give you another instance. We had a strike the latter part 
of 1887 and the first part of *1888, when the price of coal went up immediately; I 
will show you how tne average price went up. For instance, in 18S7 the average 
price was 67; but as the result of that strike from the last day of the month, 
1887, running into 1888, the average price for the whole year of 1888 was $3.80. 

Q. I would like to ask you whether, in your belief, the strike ot 1900 was one 
that was welcomed by the railroads as a good thing in their interest?— A. No; 1 
think they did all they could to prevent it. 

Q. One gentleman said in New York on that line that Mitchell and the Mine 
Workers’ Union did what the coal roads and coal producers had never been able 
to do; that they brought about a complete stoppage of work, and the owners were 
thereby enabled to work oflf their surplus stocks at increased figures, and therefore 
that the strike was a good thing for the railroads, a good thing for the independ- 
ent operators, and a good thing for the miners.— A. That has been the practical 
result. But I know personally, because 1 know all those men at the head of these 
properties, that they did not want a strike; they did all they could to avert it. 
The very fact that they granted the miners’ demands shows that they did not want 
any strike, 

Q. Did political influence have much effect in settling that strike?— A. Oh, that 
I know nothing about. 

Q. (By Mr. Clarke.) Who made the money when the price advanced?— A. The 
miners, I think. That is the way it looks to me up to this time. I do not think 
coal has gone up enough to let them out yet. 

Q. How about the middlemen?— A. The middlemen always got about the same. 
Their commissions are about the same, no matter what coal costs or what price it 
brings. 

Q. Did not the middlemen advance the price before there was any advance in 
the price at the seaboard?— A, They may have done so. Probably they took 
advantage of the situation to ask an advance on some coal they had on hand— 
naturally. 

Q. I would like to inquire now, although it may possibly be a little out of the 
connection, how the com is mined by the coal companies— whether by employing 
men or by contracting the work?— A. By both methods. Usually in the mine 
there are some of the miners who work on a contract. They get so much a yard 
for cutting coal and they employ their own help. Then, a great many work by 
the day, and I can give you the average that those men make on the surfa^ e and 
under ground. The average wage for above-ground foremen, for instance— you 
know there are foremen above ground and foremen under ground— is $3.71 a day, 
and the average for mechanics above ground is $1.93. The average for laborers 
above ground, $1.39; boys under 16, 63 cents. Below ground foremen get $3.05; 
miners, ^.40; laborers, $1.68; boys under 16, 89 cents a day. 
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Q. Does that mean steady employment during the year?-— A. No; the average is 
about 300 days a year. 

Q. (By Mr. Kennedy.) I was going to suggest that Mr. McLeod should put in 
his testimony a very great deal of material that he has that may not be brought 
out by our questions.— A. I would be glad to do so, because I feel that the more 
this subject is talked about and ventilated, the better it will be for everybody. 
For instance, a committee of the legislature of New York was appointed to inves- 
tigate the subject when I leased those properties, and there was a great hue and 
cry that 1 was trying to make a combination to increase the price of the necessa- 
ries of life, and all that, and I said: “ Gentlemen, I wish to go before you and tell 
YOU everything 1 know. I would like to bring our books and show you what we 
have been doing, because I believe that the more that is known about these things 
and about this business, the more our methods will appeal to your svnse of justice 
and fairness. ” And I think so now; and while I am not directly interested in the 
business at this moment, I have not changed my mind a bit. I think that the 
more this subject is brought to the attention of people like yourselves, who are 
interested in making laws for the protection of everybody, which means fairness 
to man and man, the better it would be for the people and for the corporations too. 
Of course, all that I think and believe is in the direction, as you undi rstand, of 
just what is being done, because I believe that the close control of these corpora- 
tions will produce better results to the people and bet ter to themselves than if 
they were allowed to run down by ruinous competition until finally the people 
will have to pay more money for coal. 1 say that because, as I have said here 
before, you can only mine and you can only distribute anthracite coal to the con- 
sumer within a short period of the year— not over 0 months. There are 6 months 
that you can scarcely give it away. You might, approaching the season when 
they want to consume it, but atter, in the spring luontlns, you can not do anything 
with it; and theonly way that you can mineand handle and distribute it in the inter- 
est of the people is to have it done by the gieat corporations. Corporations hav- 
ing large capital, who can mine and produce cheap coal and give it to the consumer 
when he wants it, and you can not do it in any other way. You can readily see 
now if this coal was not mined in May, June, July, and August, and if those 
mines were idle all those months how it would bo. The interest on the invest- 
ment in the plants and on everything is accumulating all tlie time, your fixed 
charges are going on, and the investment would have to be doubled if the com- 
panies had to mine and move the coal during the months \\ hen consumers will 
take it. Then no individual would be capable of conducting the business in the 
wa^ in which it must be conducted. It must be done by a large aggregation of 
capital and thorough organization on a large scale. Bituminous coal mining is 
very different. Bituminous coal is taken the year round in about eiiual propor- 
tions. But anthracite is a commodity that is manutactured, practically— put 
through these breakers and all this process— and it is only needed within certain 
times of the year. And 1 tell you if it is not done in this way it will cost the con- 
sumer very much more money than it is costing now, and somotinies, unle.ss done 
in this way, consumers would not be able to get it at all. You can not mine and 
move coal iis fast as it would be needed during those months of the year when 
everybody wants it. 

Last fall, as we understand, the mine workers had only about 13,000 men of 
that anthracite region in their organization. We now understand that they have 
upward of 80 per cent of tho men organized, and that they are moving in the 
direction of getting recognition for their union; that is, that they shall confer and 
arrange a scale of prices and fix conditions for every succeeding year, as is done in 
the bituminous regions. I would like to ask you what is your opinion as to the 
wisdom of the managers of the railroads and coal carriers and operators meeting 
them, on this question of arranging a scale of prices every year for them?— A. I 
can best answer that question by stating what I did. When 1 was m a position of 
authority and had strikes on my hands— I have had some of the largest strikes 
that we have had in this country— my policy was never to raise the issue as to 
whether a man belonged to a labor organization or not. He would come and see 
me; if he was respectable and respectful when he was in my presence I did not care 
who he was; and I found that that way of treating with men was the very best. 
That is a practical answer to your question. I believe that the best way to deal 
with men is to look them square in the face and talk to them and try to arrive at 
something that is reasonable and fair without resorting to force on either side. I 
believe in that policy, and I believe it can always be pursued. 

9 . Do you not believe that the men can get better results for themselves by 
going to the corporation In an ag^egate capacity and conferring with them in 
that way?— A. I do. I certainly think that men make a mistake when they dele- 
gate their power tD some other party. I think that men would always get what is 
fair in the end if they would be frank and go to their own people. I do not believe 
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there is an employer in the country— if there is I am very sorry— that will not 
meet with his men, no matter whether they belong to a labor organization or not. 
Men have the right to organize, in my judgment, just as well in the capacity of 
labor as they have in any other. I do not believe in discriminating. 

Q. I would like to ask your opinion about the present emergency which seems 
to be upon the people in the anthracite coal business. The men are organized, 
over 80 per cent of them; they want the companies to meet their representatives 
in conference and fix the price and fix other conditions, more for recognition of 
the union than anything else. If that does not mean an increase in the wages, 
which we understand it does not at the present time, but just a recognition of the 
union as it is recognized in the bituminous fields, do you think it is the part of 
wisdom for the mine operators to hold out against giving this recognition that 
they desire and thus bring about a cessation of work and perhaps a higher price 
for coal?— A. Their action one way or the other means nothing. It is mere words, 
because wlien they advanced the wages of the men they gave them all the recog- 
nition that they needed. As you say yourself, there were only 20 per cent of them 
in the organization before that and now there are 80 per cent in it. There is a sub- 
stantial recognition. Now. no matter whether they meet them or not, those men 
are in the organization: they are there, and it is a mere matter of words which do 
not change the facts at all as I view it. And it does seem to me that there ought 
to be some way when you have got a great body, an army of 145,000 or 150,000 
men, of meeting them, sc long as they are respectful. It does seem to me so. Of 
course, if meeting them means that they are going on demanding, and are not sat- 
isfied with obtaining reasonable concessions, then it becomes a question ol business 
policy. One concession, 1 am sorry to say, often means to men of that kind 
another demand. They lose their heads and they think they can get anything 
they ask for, and they are so likely to go on and crowd the employer to the wall. 
In other words, they will simply make the employer say, “I will not do anything; 
you may strike if you wish.” * That is the danger. 

Q. They are human, and the employers and capitalists of the country are human 
too; and you think there is also danger of the combined capital of the country 
going on and crowding more and more because it has the power to do it?— A. No; 
I do not. 

Q. Do you think the capitalists will be more reasonable than the men who work 
for their daily bread will be?— A. Why, you have an instance right here. One com- 
pany has been buying into another recently, and the very first time the miners 
asked an advance they got it; and they are more likely to get it under those con- 
ditions than they are under the other. The individual operator could not have 
afforded to give them that advance without the corporations had backed it up, 
and they are more likely, in my judgment, to get better wages as a result of the 
harmonizing influences which are going on. 

(Testimony closed.) 

Whereupon, at 4.00 p. m., the commission took a recess until Monday, March 
18, at 10.130 a. m. 


Washington, D. C., April U, lUOl, 

TESTIMONY OF MR. IRVING A. STEARNS, 

President, Coxe Bros, d: Co., Incorporated, 

The commission met at 2.45 p. m., Mr. Phillips presiding. At that time Mr. 
Irving A. Stearns was introduced as a witness, and, being first duly sworn, testified 
as follows: 

Q. (By Mr. Phillips.) Will you state your full name and address and your 
business position?— A. My name is Irving A. Stearns. I am president of the 
Coxe Bros. & Co., Incorporated. Our main office is at Drifton, Pa., but I spend 
most of my time at 148 Liberty street. New York, and my residence is at Wilkes- 
barre, Pa. 

Q. Have you any official relation to other corporations engaged in the coal- 
mining industry or transportation? — A. I am president of the Delaware, Susque- 
hanna and ^huylkill Rauroad Company, which is owned by the same parties that 
own Coxe Bros. & Co. 

(^, Will you describe the location of these enterprises?— A. The mines of Coxe 
Bros. & Co. are located in what is known as the Lehigh re^on. They are scat- 
tered over considerable territory. [Indicating on chart.] Everything as shown 
herein purple evidently belonM to Coxe Bros. & Co.; but as to the location, as 
shown by this map, 1 can not d^ignate each colliery. 
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Q. Will you describe the location of the Delaware, Susquehanna and Schuylkill 
Railroad in general, its length and its principal connections?— A. It connects with 
the Pennsylvania Railroad at what is imown as Gum Run Junction and extends 
to Hazleton, to Drifton, and to Beaver Meadow and Oneida, connecting all the 
collieries of Coxe Bros. & Co., Incorporated: and it also connects with the Penn- 
sylvania Railroad, the Lehigh Valley Railroad, the Philadelphia and Reading, 
and the Central Railroad of r^ew Jersey. 

Q. Before proceeding to take up in detail the different topics, have you any 
general statement which you are prepared to submit respecting the state of the 
anthracite coal industry, or any movements in progress?— A. No. 

Q. In what way are the rates upon anthracite coalmade uu at the present time?— 

A. That is a question that does not come to meat all, as all of our coal that goes 
to tide water is shipped over the Lehigh Valley Railroad on our own cars. In our 
own trains, and with our own crews. All our western and line coal is shipj^d 
over the Pennsylvania Railroad to line points, except what we ship by lake, which 
goes to Buffalo, over the Pennsylvania all the way now, though it formerly went 
over the Pennsylvania to Emporium. We have nothing whatever to do with 
making rates 

Q. Are there any individual operators who ship over your line?— A. No. We 
purchase coal from Mr. C. Pardee, at his breaker, and of course that goes over our 
lines, but it goes as our own coal. 

Q. Have you knowledge of the system under which coal is generally shipped by 
the individual operators, or the relations which exist between independent opera- 
tors and the railroads.''— A, For several years past the great majority nave sold their 
coal to the railroad companies on a percentage basis; that is, 00 per cent of the 
tide water price to the operator, and the railroad company received the other 40 per 
cent, the railroad company guaranteeing the sales and paying all of the expenses 
of them, 

Q. So that the system under which coal was formerly shipped by Coxe Bros. & 
Co. prior to the construction of the Delaware, Susquehanna and Schuylkill Rail- 
road was on that basis?— A. No; I think not. 1 do not think they ever shipped 
under that special contract. 1 do not speak from knowledge, but only from hear- 
say. They had some traffic arrangements with the Reading Railroad Company. 

Q. Will you describe the causes which led to the construction of the Delaware, 
Susquehanna and Schuylkill Railroad by the firm of Coxe Bros. & Co,?— A. 1 am 
not in a position to state them definitely, as 1 have only been in their employ for 8 
years, and the only two men who could probably answer that question are Eckley 

B. Coxe and E. B. Ely, who are dead. But 1 have understood the object in build- 
ing this railroad was to connect all their collieries, so they could deliver their coal 
to any of the different roads with which they connect, and which I mentionad— the 
Pennsylvania, the Lehigh Valley, the Reading, and the Central Railroad of New 
Jersey. 

Q. Coxe Brothers is a firm?— A, It was a firm up to December 31, 1895, Since 
then it has been a corporation. 

Q. Is the corporation independent of any particular line of railroads in making 
its shipments?— A. Except to tide water. We have a trackage contract with the 
Lehigh Valley Railroad by which, as I stated before, we run our own cars, onr 
own trains, and our own crews to tide water. 

Q. Are there any other firms or corporations which have similar relations to the 
railroads, to your knowledge?— A. No; not that 1 know of. I am sure there are 
not. 

Q. Are you aware of any proposition made to the independent operators for an 
increased proportion of the tide- water price?— A. Yes; they have made an offer, I 
think of 05 per cent for their coal, 35 per cent to go to the railroad company for 
freight. This result was arrived at, I think, by a committee of individual oper- 
ators and a committee representing the railroad companies. They had sessions 
lasting over several weeks, and that is the result of the conference. That is the 
proposition made by the railroad companies to the individual operators on the 
different lines. 

Q. Was such proposition uniformly offered by all the railroads in this terri- 
tory?— A. I understand it was. 

Q. Substantially identical in all companies?— A. Yes. 

(Jj. Have you any knowledge as to the reception given to this proposition by the 
individual operators?— A. Only by hearsay. I have been informed that some of 
the individual shippers on the line of the Pennsylvania Railroad have signed these 
contracts. 1 have also been informed that none of the operators on the lines of the 
Lehigh Valley, Jersey Central, and other railroads had signed them up to 10 days 
or 2 weeks ago, which was the last I heard. 

Q. (By Mr. Phillips.) How much per ton or car is this price which they get, 
of 65 per cent and 35 per cent?— A. It is 65 per cent of the tide water price per ton. 

16A— r-’»^7 



there id a different rate, f am speaking from memory nOW, but I think it 18 oOper 
cent for pea and 40 per cent for the amaller, although I am not positive, as we are 
not interested in these contracts and it is only hearsay. 

Q. (By Mr. Ripj^ey.) For the sake of the record, will yon describe the distinc- 
tion between the prepared and small sizes?— A. A prepared coal includes all sizes 
from chestnut up to oroken. Small sizes include everything from pea down to 
what we call barley coal. I think I can give you the meshes, if you want to know 
the different sized meshes over which they are made. 

Q. (By Mr. C. J. Harris.) When you say the freight charge is 40 per cent, you 
mean over the selling commissions and all, do you not?— A. The railroad company 
pays the operator 05 per cent, and the 85 per cent goes for freight, selling expenses, 
and all the rest. That is what the railroad gets. 

Q. (By Mr. Phillips.) The railroad does the selling?— A. Yes. 

(J. (By Mr. Ripley.) The railroad assumes the actual title to the coal at the 
breaker.''— A. Yes. 


Q. And the individual operator from that time forth ceases to have an interest 
in the coal, otherwise than in the price which the railroad company receives at 
tide water?— A. He has no responsibility. He has nothing to do with selling the 
coal. The railroad company pays the CO per cent, or the 05 per cent, whatever the 
percentage may be, of the tide-water price for the month. 

Q. Who fixes the i)rice to the consumer?— A. The different companies. 

(j. Will you state the distance by the shorter and also by the more roundabout 
routes, in general figures, from the coal centers to tide water?— A, 1 have not 
Icwked that question up, and do not think 1 can give the information. I know the 
distance we ship is 125 miles— from the junction with the Lehigh Valley road to 
Perth Amboy. It is more than that, of course, from the Lackawanna region and 
some others. 

(By Mr. C. J. Harris.) Is there to be an equitable difference in the rate, 
according to the distance they haul the coal? Suppose your mine is 100 miles 
nearer than some other anthracite mine, do you get the same percentage? Do you 
get 05 per cent of the price of the coal at tide water and the man 100 miles farther 
on the same ]^ce that you get-’— A. That condition does not exist in the anthra- 
cite region. When 1 speak of the 125 miles we haul that coal, down to the junc- 
tion, I do not include the haul from the collieries. We haul it part way over our 
own road. 

Q. (By Mr. Phillips.) What would be the probable distance from these coal 
centers to tide water? — A. The difference in the Wyoming region is very slight; 
not very much difference. From the Schuylkill region they ship largely to Phila- 
delphia. 

C^. (By Mr. Kennedy.) What object have the railroad companies in view in 
offering this 65 per cent of the tide-water price to the independent operators of 
the coal region?— A. That, I think, had better be answered by some of the officers 
of the railroad companies who .are interested in those contracts. We are not. 

Q. Do you not know by hearsay and by general knowledge what the object is?— 
A. I could only give you what my opinion would be. It wouldbethat itisdonein 
order to control or consolidate the business and prevent competition and the cut- 
ting of prices. 

Q. They also insist upon having a clause in the contract that they shall have the 
entire output of the collieries that come in under that agreement?— A. I can not 
say about that. Not having any personal interest in these contracts I have not 
given them the attention that I otherwise would. 

Q. (By ^1r. Ripley.) Do you know what the life of these contracts was to be— 
for a limited term of years or in perpetuity?— A. The 60 per cent contracts were 
for a limited term. Most of them expired 2 years ago. The proposed contracts are 
in perMtuity. 1 think, with the exception of those of the Pennsylvania Railroad. 

(J. Would this not mean, then, from the date of signi'ng such a contract, that the 
individual operator so signing would cease to be independent? Would not his 
output be dictated to him by the railroad company? — A. Not necessarily his out- 
put, but the price would be fixed. 

Q. He would he obliged to accept the price fixed by the railroad at tide water, 
either directly or in cooperation with other railroads?- A. Not the price fixed 
by them, but the price received by them. It is settled on the prices received the 
month previous; the actual average price received. 
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Q. How do the numbers of individual collieries at the present time compare 
with the number in existence 10 years ago? Is there a tendency toward their 
disappearance?— A. Quite a large nhmber have been purchased by the different 
companies in the last two years. They are decreasing. 

.4^. Will you state some of the causes which have induced that absorption?— A. 
I think that generally the individual operator rinds he can make more money sell- 
ing out than by continuing in the business. 

Q. Has there been complaint among the individual operators that the rates 
charged for the transportation of their coal were excessive as compared with the 
rates on bituminous coal?— A. At times. 

Q. How do those rates compare in general?— A. They have been higher; but 
how much I can not say. 

Q. Very considerably higher?— A. Yes. I understard there hasbeen an increase 
in the bituminous freights, but what it is I do not know. 

Q. Were not the proceedings instituted by Coxe Brothers & Co. before the 
Interstate Commerce Commission made because of complaint that the rates were 
unjustly higher on hard coal?— A. So 1 understand. 

Q. From your knowledge of the cost of mining and transporting, is there justi- 
fication for such a discrimination against bard coal as in favor of soft? Does it 
cost more to transport the one than the other?— A. The cost of transportation, I 
should say, would not be in excess; but this difference prevails to a certain extent. 
The cars loaded with anthracite coal as a rule almost always return empty. I 
think they have a return load more in bituminous coal than anthracite, but I do not 
like to express an opinion on the bituminous business, because I do not know any- 
thing about it. 

Q. You have been formerly connected with other companies?— A. I was con- 
nected with the Pennsylvania Railroad for 13 years as manager of their coal 
companies. 

Q. (By Mr. Phillips.) Was that company managed for the benefit of all the 
stockholders of the Pennsylvania Railroad?— A. Yes. 

Q. They owned the mines and transported the coal, and the profits were 
dividf'd A. (Interrupting.) Among the stockholders. 

Q. They have a right under their charter to do that business, have they?— A. I 
can not say that. Most of the (;oal properties owned and controlled by the Penn- 
sylvania Railroad Company came to them by the purchase of other lines of rail- 
way. For instance, the property at Sharaokin came through the acquisition of 
the Northern Central, or the Shamokin and Pottsville. whicn is a division of the 
Northern Central, and which owns certain properties in the Shamokin region. 

Q. Then all these transactions at the seaboard are made for the benefit of the 
stockholders, and all the profit from the coal goes to the stockholders of the vari- 
ous roads, as I understand it?— A. I suppose so. I had nothing to do with that. 
They were entirely independent, so far as the organization was concerned. The 
Susquehanna was entirely independent, and so was the Mineral Railroad and 
Mini^ Company. 

Q. These properties were taken over by the Pennsylvania Railroad and the 
profits were divided, as per understanding, between the stockholders?- A. What- 
ever the profits were went to the stockholders of the coal company. 

Q. Not of the Pennsylvania Railroad?— A. Oh. no; no. 

Q. (By Mr. Riplky.) Was not at least a controlling interest in the stock of 
these companies owned directly by the Pennsylvania Railroad?— A. Yes; I think all 
theetock of theSusijuehanna was owned by the Pennsylvania; also of the Lykens 

Speaking from memory, I think they owned a controlling interest in alf these^com- 
panies, and all the stock of the Susquehanna Coal t 'ompany. 

Q. As a rule is not most of the stock of these mining companies that operate in 
connection with railroads owned by the railroads.-’— A. Ye.s; so I understand. 

Q. They are simply subsidiary companies for the transaction of certain kinds of 
business?— A. As 1 understand it. 

Q. Are the accounts of the two companies kept entirely distinct?— A. Yes. I 
am speaking now of the accounts of the Pennsylvania Railroad. They were kept 
entirely distinct. 

Q. Are the coal companies of the Pennsylvania Railroad charged exactly the 
same for the transportation of coal that the individual producers pay?— A. No. 

Q. Was there any discrimination?— A. On the contrary, they did not give them 
the benefit of the 60 per cent rate. They charge them the same rate as any opera- 
tor shipping over the line. They pay the full rate the same as anybody else. 

Q. Do you recollect what that rate was? —A. That would vary from time to time. 

Q. There was no advantage, then, to the Pennsylvania Railroad or to the coal 
company from the connection between the two?— A, Not the slightest. 
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Q. Were the accounts kept so distinct that the cost of mining to the mining 
company could be estimated?— A. They were kept absolutely separate from the 
Pennsylvania Railroad Company accounts. • 

Q. Is that the practice, to the best of your knowledge, of most of the railroads?— 
A. As far as I know, the coal company accounts and the railroad company accounts 
are entirely separate and distinct. 

Q. It would be possible for a railroad company to favor its own coal company 
as against individual operators if it so chose to do; that is, it would be possible 
for a railroad to transport coal from its own companies at less rate than it charged 
individual operators who had no financial interest with them, would it not?— A. 
Well, I do not know whether they are legally allowed to do that or not. 

Q. What remedy would exist in case such discrimination was shown?— A. If I 
were a shipper over a line of road, and I knew the management were charging 
somel^ody else less than they charged me, I would try to see if I could find some 
way to stop it. 

Q. (By Mr. Litchman.) There would really be no diiference if they owned all 
the companies?— A. It wonld simply be taking out of one pocket and putting it in 
another. 

Q. (By Mr. Phillips.) Have you heard any complaints of these individual 
operators of discrimination in favor of these companies?— A. I never heard of any. 
I never heard any complaints of that kind. 

Q. (By Mr. Ripley.) Have you known of instances in which money has been 
loaned or advances made to individual operators for the development of prop- 
erties?— A. I have heard that such loans have been made. I can not speak from 
personal knowledge, however. 

Q. Would not such loans, if made, tend to render the acquisition by purchase 
of those properties simpler by the railroad.s than if the collieries of the independent 
operators were in fact entirely independent? - A. I do not see why it should, unless 
the loan was so great that the inti ividual operator never had any chance to get out 
of debt, like a mortgage on the property. 

Q. Mortgages of less amount, however, placed on these individual collieries have 
been held by the railroads, have they not?— A. 1 can not say that. 

Q. You have known of instances?— A. I have heard that certain companies had 
advanced money to the operator for certain improvements, but I speak without 
personal knowledge. 

Q. In what part of the anthracite coal region are most of the individual oper- 
ators located, or where were they located?— A. In the W yoming, the Lackawanna, 
and the Lehigh regions, and some in the Schuylkill region— fewer in the Schuylkill. 

Q. Fewer in the South than in the North?— A. Yes, 

Q. Can you give us any information as to the percentage of coal mined In this 
field which is produced by individual operators at the present time?— A. No; I could 
not. It has clianged so rapidly in the last few years. 

Q. How much was it three or four years ago. in round numbers? Was it 10 per 
cent?— A. That I do not know. I think it was more than that. 

Q. It has substantially decreased in the last few years by reason of absorption 
and purchase by the railroad companies?— A. Yes. 

Q. Has this tendency to absorption been the result of distress among individual 
operators, or has it rather been attempted by purchase at substantial remunera- 
tions? Has it been more profitable to sell out by rea.son of fair or very good prices 
offered for the properties, or have the individual operators been forced to sell out 
through the power which the railroads W(3re able to exercise?— A. I do not think 
they have been forced to sell out, but that they did so because they could realize 
a very good profit and get a very good price. 

Q. Do the laws of Pennsylvania prohibit a railroad from operating as a coal 
mining company?— A. I do not know. I think they do. 

Q. You maintain two independent corporations, one of which mines and the 
other transports?— A. Yes. 

Q. Are there any other companies, so far as you know, that mine directly them- 
selves?— A. I do not know of any. Now, I can not say about the Delaware, Lack- 
awanna and Western; they formerly had another company under which they 
operated, but how it is now I can not say. 

Q. On what lines are the larger operators or individual operators, or were they 
a few years ago?— A. I would say the Lehigh Valley. 

As to the laws of Pennsylvania, understand 1 do not know whether the company 
can operate coal mines or not. We have two separate organizations. 

Q. In what manner is settlement generally made with the independent operators; 
do you know? Are they paid at the time the coal is delivered at tide water or do 
they receive payment at the time they deliver the coal at the breaker?— A. As soon 
as the prices for the month are determined they are paid; generally early in the 
month following. For April coal they would be paid as early in May as the aver- 
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age price was determined. I do not know whether the contracts specify a certain 
time or not. 

Q. Do you know whether those contracts of which you have spoken as recently 
submitted to the individual operators and signed by some on the line of the Penn- 
sylvania permit a certain amount to be mined each year, or is the quantity limi- 
ted?— A. I can not say. 

Q. You have not seen the contract?— A. I had a copy furnished me with the 
terms paid. 

Q. What are those terms?— A. Sixty-five per cent for prepared sizes, and, my 
recollection is, it is 50 per cent for pea and 40 per cent for buckwheat. It was 
some time ago that I saw the contract, and it was not the final proof. 

Q. You have said that in your own case you have a long-time trackage aiTange- 
ment with the Lehigh Valley Railroad.— A. 1 think it has about 7 years to run. 

Q. Does it permit the coal mined by Coxe Bro.s. & Co. to be transported 
at cheaper rates to the seaboard than you could have obtained as independent 
operators not controlling a railroad?— A. I can not answer that question, for 
the reason the present arrangement involved a very large expenditure of money 
in purchasing etiuipment, such as cars and engines; and the depreciation, of course, 
on that plant is quite material. Then we have the selling expenses to pay, which 
an operator shipping under a contract with a railroad company does not have to 
pay. We have to take the chances of all bad debts, which an individual operator 
does not have to do. So, taking the (‘ost of the equipment, the depreciation of the 
plant, the cost of selling, and the bad debts, 1 would not like to say whether we 
get any the better of it or not. 

Q. You enjoy the beneiit of joint rates, do you not? —A. Oh, no; wo pay so much 
per ton per mile; no .loint rate about it. 

Q. Would you be willing to say that the ownership of a lino of railroad does not 
give you an advantage in the price paid for transportation to the seaboard?— A. I 
could not say that because of the conditions 1 have mentioned. I have never 
made any calculation on it. I know, of course, that our depreciation is very large 
on the plant; there is a question of new cars coming up very shortly. 

Q. What proportion of your coal goes we.st and what east, respectively?— A, I 
can give it to you exactly, if you would like to know. [Referring to table.] 
Coxe Bros. <Sc Co. in the year 1900 shipped l,0o3,577 tons. They sold at the 
mines 33.077 tons. They used for the company’s use, steam, etc., 191,938 tons, 
maKing a total of 1,3'1(),.393 tons. We purchased from Mr. C, Pardee 539,031 tons, 
making a total shipped from the mines, including the Pardee purchases, 1,561,598 
tons. Of the amount shipped the figures will not check up with what I have 
given already because we had a certain amount in storage at Roan. We shipped 
to Perth Amboy 1.071,357 tons, and to line points east 1 19.309 tons. We shipped 
to Buffalo for lake shipment 199,870 tons, and west«byrnil 160,146 tons; total, 
1,580,883 tons. 

Q. (By Mr. Kennedy.) That is what percentage of the entire output of the 
region?— A. It is about 31- per cent. 

Is there entire freedom on the part of individual operators, so far as you 
know, to produce more or less, as the case may bo, according to their own disposi- 
tion, or are they allowed to produce a certain amount and held to that allotment?— 
A. 1 can speak for ourselves on that point. My instructions have always been to 
mine all the coal that we could sell without sacrifice— without cutting prices. 
That is the jirinciple we are working on. 

Q. Is there not, however, between the different railroads concerned what is 
known as an annual allotment?— A. Several years ago there was. 'The presidents 
of the diffei ent railroads got together and agreed on a percentage that each com- 
pany should ship, hut I do not think that any attention lias been paid to that for 
some time. Everybody ships all he desires to ship. Any company can ship all the 
coal it can, and fill the c!irs all up, and do anything it likes. 

Q. As a matter of fact, has not the proportion each year remained about con- 
stant?- -A. Yes, naturally; for the reason that allotment was based upon the 
respective outputs of the companies, and they would necessarily follow very close 
to those figures. 

Q. W ill you give the name and address of the official who prepares and publishes 
these official statements of allotment?— A. There is no statement of allotment made. 

Q. Of the tonnage shipped?— A. I can not give you his address. His name is 
W. W. Ruley, of Philadelphia. 

0. He, however, stands in no official relation to any of the railroad companies, 
as far as you know?— A. Not as I understand; no. 

Q. Has Coxe Bros. & Co.’s proportion held in the last 5 or 10 years or has it 
increased?— A. I think it has been about stationary for the last 3 or 4 years. 



582 


INDU8TBIAL COMMISSION: — TRANSPORTATION. 


Q. Has the proportion been stationary for the most of the other railroad com- 
panies; referring, for example, to the table published in the New York Financial 
and Commercial Chronicle?— A. I could not giveyou those figures. That is a mat- 
ter easily determined from the statistics. Iii general I think it is about the same. 

Q. Has there been complaint on the part of the Reading Railroad that its allot- 
ment was too small, considering its facilities?— A. Not to my knowledge. 

Q. The Reading Railroad is, however, the most important producer, is it not?— 
A. It is the largest producer; yes. 

Q. So far as you know, you have never heard a complaint on the part of the 
Reading Railroad that it deserved a larger proportion?— A. It does not follow that 
they have not made that complaint. 

Q. Do the sales agents or the presidents of the different roads meet at any time 
ofiicially or unofficially, so far as you know, to determine what amounts shall be 
allotted to each road?— A. Not to my knowledge. 

Q. Do they meet in conference to consider the question of production each sea- 
son? — A, Not to my knowledge. It will be 4 years in August since I became pres- 
ident of Coxe Bros. & Co. . and 1 have not been called to such a conference and I 
have never heard of a conference to fix such allotment. 

Q. Were such conferences held regularly 4 or 5 years ago?— A. I was not in a 
position to know. 

Q. You have no knowledge of meetings of the sales agents?— A. I do not think 
they have regular meetings, but they do meet occasionally, probably twice a year, 
or something like that. 1 do not think they ever lay down fixed or positive prices. 
I think their meetings are more for discussion us to about what price they should 
receive. 

Q. There is, however, an agreement as to what a fair price under tlie conditions 
of each season should be, is there not?— A. I think so. We do not attend these 
meetings. 

Q. Suppose to morrow, or next week, or next month, the Reading Railroad, or 
the Lehigh Valley, or the Pennsylvania Railroad, or your own road, should double 
your output by some means, what would be the result?— A. It could not sell the 
coal. 

Q. Could you not sell it by shading the price somewhat?— A. I do not think it 
would be possible. 

Q. Could not that be done in the fall of the year, when the demand for coal is 
somewhat greater? — A. To do that would demoralize the whole coal trade, and the 
producer so selling would have to stop mining, because the price received would 
be less than the coal had cost, and you can not do business on that basis very long. 

Q. Have you ever heard the complaint or statement that the coal was mined at 
a loss by many of these coal companies owned by the railroads, but that the rail- 
roads were so enabled to miite at a loss because they made a profit in transporting 
the coal for them'-elves?— A. 1 have heard that statement. 

Q. What is your judgment in respect to its soundness?— A. I am not in a posi- 
tion to know of the companies, excepting our own. 

Q. Speaking of your own experience, would that be true?— A. No; I think we 
would make a small jirofit on the mining. 

Q. It was testified before this commission some weeks ago that the cost of coal 
at the breaker was on an average $1.71. What is the price at tide water, fixed on 
the Ist of April, as published in the papers; do you know?— A. I think the price 
is $4 per ton for stove and nut. 

Q. Have you received notice from the other companies or from any persons to 
the effect that this would be the price for this season?- A. I think the only com- 
pany that sends out an Eastern circular is the Philadelphia and Reading. We 
receive a circular from that company announcing its prices. I read a newspaper 
article which stated, and I think it is correct, that the present circular and net 
prices f. o, b. the harbor were: Broken, $4; egg. $4.25; stove, $4.50; chestnut, $4.50. 
But it goes on further and says that these are the regular prices that have been 
prevailing, and that sales may be made with the following discounts or reductions 
from the price: April, 50 cents a ton off these prices; May, 40 cents off; June, 30 
cents off; July, 20 cents off; August, 10 cents off, and September, the full circular 


price. 

9- (By Mr. Kennedy.) You are speaking of the Philadelphia and Reading 
prices, are you not?— A. Yes. That is practically the price of all of them. 

Q. You said the Philadelphia and Reading is the only company that gives out a 
circular?— A. I think it is the only one. 

Q. It sends to the other companies?- A. Yes. 

(J. The other companies follow the prices the Reading names in the circular?— 
A. Not necessarily. If we can get more we do so. 

9 . Is it not the rule to follow the Philadelphia and Reading price list?— A. 1 
think generally all do. 
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Q. The Reading people fix the price themselves?— A. I do not know whether 
they do it without consulting the other companies or not. I can not say that. 
They may agree or not, but as far as we are concerned we always sell our coal for 
all we can get for it, and usually get a little more than the circular price, espe- 
cially on the Lehigh coals, which are a higher-grade coal. 

Q. (By Mr. Ripley.) Repeating a (jucstion which I asked before, the effect of 
any one of these railroads exceeding what has been a customary proportion of the 
annual shipment would be to demoralize the trade, would it not?— A. I think it 
would; yes. 

Q. Wli at do you mean by demoralize?— A. Understand me: you stated the prop- 
osition, if the Philadelphia and Reading or Lehigh Valley should double the ship- 
ment. In that ca e somebody else would start in to get even with them, and the 
result v. ould be the demoralization of the trade, and everything would go to pieces. 
That would keep up as long as they could stand it, and then they would have to 
stop. 

Q. Such demoralizations in price have been frequent in the past, have they not?— 
A. Yes. 

Q. Can you state when the last serious one took place?— A, I think it was about 
3 years ago in the fall, when prices went to nieces pretty badly, 

(^. As a whole, prices have been steadier tne last tew years, have they not?~A. 
Yes. 

Q. Have they not been higher also than during the range of a number of years 
preceding?- -A. No; I think not. They are not as high as they were along in the 
early nineties. 

C^). Th(\y are higlier at the present time, however, than they have been for any 
long time at once, are they not?— A They have been higher since 1 he strike, caused 
by the market being denuded of coal, and the old rule of supply and demand 
rather enhanced the price. 

Q. Wliat IS your judgment as to the price of coal at the present time? Is it about 
as high as the trade will stand?— A. Do you mean before this reduction? 

Q. Yes; through the last winter.— A. I think so. 

(,(. It would not be to the interest of the producers, then, to advance the price 
beyond that ot the present time?— A. I do not think it would be, because that 
brings into competition other fuels. Anthracite coal is largely a luxury, except 
the small sizes for steam purposes. 

Q. Will you speak of the nature of such competition in fuel as the anthracite 
coal is obliged to meet?— A. For steam and manufacturing purposes, of course, 
bituminous coal, for household consumption, gas stoves and gas ranges are com- 
ing in, and oil stoves: and in t he large citieh, in the apartment houses, whereanthra- 
cite coal was formerly used, a good many are using bituminous coal now, 

Q, Is not the demand for all kinds of anthracite coal increasing year by year, 
howtwer?— A. Not very inateriaUy. I think the largest increase has been in the 
small sizes more than in the large sizes. It is only a few years since all of what 
are known as the small sizes were thrown away; in fact, prepared sizes were 
used for steam purposes at the mine, and egg and stove coal were burnt under the 
boilers. What is known now as pea, baney, buckwheat, and rice were thrown 
away; and I think the large increase in the consumption of anthracite coal for 
the last 10 or 15 years has been more due to the consumption of the small sizes 
than to an increase in the large sizes. 

Q. Is there not, however, a definite relation between the amounts produced of 
these 2 sizes? Are not the small sizes simply a by-product, incidental to the mining 
of the other sizes?— A. Certainly they are; but at the same time the conditions of 
the market have changed the proportion of sizes mined. Twenty years ago, or 
less time than that even, where an operator could sell 10, 15, or 20 per cent of lump 
coal, he can not sell any to-day, and it has to be broken into smaller sizes; and 
when you break down coal you increase your percentage of small sizes. We are 
making practically no lump cod to-day, nothing above broken. That means 
breaking everything down, and it means a large increase in the percentage of 
small sizes. 

Q. So you would say that the principal increase in the last 10 years has been in 
the small sizes?— A. Largely due to the increased consumption of small sizes. 

Q. And that the competition of other kinds of fuel with the prepared sizes has 
prevented a great extension of the demand?— A. Yes. 

Q. You have spoken of the percentage rates to tide water. In what way are 
the rates to Chicago and the West made np? Under what conditions do you ship 
your coal to the West?— A. I think we get rates in the spring. Whenever they 
make any change they send us a circular stating what the lates are, and we pay 
on the all-rail coal a certain fixed rate. There is a certain rate to Buffalo. 

Q. Probably the regular published rates that are on ^e with the Interstate Com- 
merce Commission?— A. Just the same. 
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Q. And to tho best of yonr knowledge these are the regular rates paid by all 
inaividnal operators alike?— A. Yes. 

Q. Without discrimination or favor?— A. Yes. 

Q. (By Mr. Farquhar.) You shipped about 200,000 tons to Buffalo last year. 
Was that for local consumption or did part of that go by lake?— A. It all went by 
lake. 

Q. And you say you shipped 160,000 tons by all-rail for the West?— A. All-rail 
for the West and intermediate points. 

Q. You use the transportation of the Pennsylvania road on the lake?— A. No; 
boats. 

(J. Your own boats?— A. No. We charter from whomsoever we can get boats. 

Q. You simply use the Pennsylvania railroad tonnage to Buffalo?— A. The 
Pennsylvania tonnage to Buffalo. 

Q. Are your lake rates uniform at Buffalo?— A. They vary very much. They 
have varied from month to month since I have known of them. They have been 
as low as 20 cents from Buffalo to Chicago and as high as $1.25. 

Q. Have you had an advantage in taking wild or independent boats and not 
regular liners?— A. Oh, no. 

O. Are your selling rates the same as those of others— the Delaware and Hudson 
and the Lackawanna— in Buffalo?— A. We do not sell in Buffalo. 


Q. No local market?— A. No. 

Q. Are there any parties who buy from Coxe Brothers, Incorporated, and supply 
the city government and others with your coal?— A. 1 do not know of any. There 
may be, hut 1 mean to say we do not do any retail business there, or anything but 
rail delivery. There are points in the vicinity of Buffalo where we ship by rail, 
and of course we supply them. 

Do you ship to Chicago?— A. We ship to Duluth, Chicago, and Milwaukee. 

Q. Are the sales made through your own agents m those ports?— A. Entirely. 

Q. Is it a common market and is the price common there?— A. Yes. 

Q. ISO that you are .lUst as w(*ll advantaged as the regular liners? You get as 
good a price as the Pennsylvania or the Lackawanna lor coal in the Western 
ports?— A. I think so. 

Q. Do you know of any other independent shippers who do that?— A. I do not 
think any of the independent operators ship their coal west. 

Q. \ ou get just us good rates to Buffalo as any other shippers?— A. We get the 
same rate. 

Q. (By Mr. Ripley.) Have there not been at times, however, cutting of rates 
In favor of certain shippers?— A. Not since I have had anything to do with the 
rates; not to my knowledge. 

Q. Was the Pennsylvania Railroad ever inconvenienced by discrimination 
forced upon it by its connections?— A. 1 could not answer that question, as I 
would not know anything about a matter of that kind. 

Q. Is it possible to get at the cost ot mining coal at the breaker?— A. [Laugh- 
ing.] That 18 a very difficult question. 

Will you explain some of the difficulties?— A. Preparatory to coming down 
here I read over i^^lr. Coxes testimony before a commission several years ago, and 
he said it was a question he had been trying to find out all his life, and had never 
succeeded. The local conditions will vary in every locality and in every mine, 
and in the seams of every mine. To-day a seam may be in good condition and 
everything going on smoothly, and to-morrow you may have an explosion of fire- 
damp that will cost considerable money: or you may have a fall of roof, or you 
may nave a flood in your mine, and those conditions are in every locality, in every 
mine— in fact, you may say they are in the same seam of the same mine. 

Q. (By Mr. Ripley.) Under those circumstances, then, would it possible to 
operate a mine at a very close margin of profit on mining?— A. No, sir. 

Q. The profits have got to be broad enough and large enough to cover contin- 
gencies?— A. They ought to be. There is another question that is seldom figured 
in the cost of mining— the cost of developing a property. An anthracite coal mine 
takes a very large amount of capital, and the depreciation of the plant is very sel- 
dom taken into account; the depreciation of your property, if you are a land 
owner, is very seldom taken into account. In other words, where a man at pres- 
ent is receiving a royalty on coal land and he spends that royalty he will be minus 
his property in time, and it is the same way in mining. 

Is the practice of setting aside a certain amount for depreciation, or for 
exhau 9 tion of property, followed by any of the companies of which you have 
knowledge?— A. It was by the Susquehanna Coal Company; as to the others, I 
can't say. 

Q. In other words, a company which does not set aside something out of the earn- 
ings each year will, at the exhaustion of the mine, find it is without capital?— A. 
Yes, sir. 
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Q. The wisest business policy then, following your argument, would be to set 
aside a stated amount for that purpose?— A. Yes. 

Q. Does the competition of coke in New England territory, for example, 
threaten an embarrassment?— A. I have not heard anything about it. 

Q. You are aware of the experiments made in the line of producing coke from 
Cape Breton coal?— A. Oh, yes. 

0. Is that regarded seriously as likely to affect the consumption of anthracite 
coal in that part of the Unit^ States?— A. I can only speak for ourselves. We 
have not so considered it. 

U. Do you ship any large amount into New England?— A. Yes; we ship consid- 
erable there; I can't sav the amount, but we ship considerable. 

Q. Do you sell it at the wharf in New England, or do you deliver it at interior 
points?— A. We sell it usually f. o. b. Perth Amboy; sometimes we sell it delivered 
to points reached by water transportation. 

Q. If it is sold delivered in New England that arrangement includes all freight 
charges?— A. I do not think we ever sell the New England purchaser at delivered 
price. The purchaser h- s to take care of the freight rates. I do not think we ever 
go further than the water rates. Understand, I am not very familiar with the 
details of the sales department. 

Q. You have no knowledge of freight rates which are charged to interior Boston 
points upon coal that goes by rail from Boston?— A. No, sir. 

C^. Is theconsuiniition oi hard coal or soltcoal increasing most rapidly; which?— 
A. I think the consumption of soft coal is increasing more rapidly. 

Q. Soft coal, then, threatens to he the most serious rival in the future?— A. I 
think so. 

Q. Is there any definite relation between the price of soft coal and hard coal? 
Do they move together in sympathy at all?— A. I think not. 

Q. Is there to-day a certain relation between the pi ices of soft coal and hard 
coal which will compensate for the superior rmality of hard coal as fuel for domes- 
tic purposes.''— A. We have never considered the price of soft coal in fixing our 
prices at all. 

Q. Do you know the difference of the heating power of a ton of soft coal and a 
ton of hard coal, if any?— A. It is usually considered that a ton of good Gleorge’s 
Creelc bituminous coal will make more steam than a ton of anthracite. 

Q. Under a boiler or locomotive?— A. Under good conditions. 

O. (By Mr. Litchman.) Is that due to quicker burning’?— A. Because the hydro- 
carbons in bituminous coal have a much higher heating power than carlxin. 

( By Mr. C. J. H v RUis. ) There is somerelatiou between the pnceof hard and soft 
coal, 18 there not? You said .just now, as I understand.thatthere wasnot.— A. No; 
I said wo did not take the price of bituminous coal into account in fixing the price 
of anthracite, speaking lor ourselves. 

What 1 wanted to get at was this: You could not place an unlimited price 
per ton on your hard coal; you could not raise the price indefinitely higher than 
a certain limit without taking the risk of having soft coal used in its place, could 
you?— A. That is right; wo could not. 

Q. And do you not find, or do you. that when the price of anthracite coal 
becomes perhaps temiiorarily very high that there is a tendency to use bitumin- 
ous'?— A, To use bituminous coal, yes. What 1 meant to be understood as saying 
was that we did not figure any fixed price as between anthracite and bituminous. 
We know perfeetlv well if we advance prices on small sizes which come in com- 
petition with bituminous coal beyond certain prices, the bituminous coal will take 
the market. 

Q. That would be true, of course, of steam coal more than of coal for domestic 
use?— A. Yes. 

(^. Would not that same comiietition come in eventually in regard to domestic 
use?— A. IJnciuestionably; that is why I say that the price of anthracite coal can 
never be put to an excessively high point. 

Q. (By Mr. Phillips.) Do you know the difference between the heating power 
of a ton of coke and a ton of anthracite? — A. It is a question I have not had occa- 
sion to look up for a good many years. 

Q. (By Mr. C. J. H.\rris.) What effect has the recent large combination of 
coal railroads, so called, had on independent producers?— A. In what way? 

Q. Well, what I meant to say, Would it eventually drive them out of the busi- 
ness entirely? Would it do away with the independent producer?— A. No; I do 
not think so. 

Q. Would he be able to come in and compete, if they wished to freeze him out 
entirely?-A. 1 think so, for this reason: Any attempt to freeze out an individual 
operator would mean a reduction in the price of coal— the price of a very large 
volume of coal— which would hurt the large interest much more than it would 
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the small interest, and there would not be any object in doing that. The com- 
bination of capital, whether large or small, I do not think would be apt to throw 
away a large amount of money to B(|ueeze out the small individual. 

Q. (By Mr. Ripley.) Are there not other ways open to freeze out a small indi- 
vidual, VIZ, by discrimination against that individual in freight rates or in delay 
in getting cars or in lack of other facilities of that kind?— A. Well, with the 65 per 
cent contract I do not think that either device would have any effect. 

Q. I understand that contract has not been signed. Did you not make that 
statement?— A. The last I heard it had not been signed. I have no definite 
knowledge. 

Q. Has there not been complaint at times within your knowledge of a lack of 
cars and facilities in certain instances?— A. Yes. 

Q. (By Mr. C. J. Harris.) Have you heard of any lack of cars or any other 
matter of that kind that has worked any special injustice of late years?— A. For 
the last three and a half years I have not come in contact with that phase of the 
problem, but while I was in the Pennsylvania Railroad Company I heard plenty 
of such complaints; and my experience with the Pennsylvania Railroad Company 
was that it took a great deal better care of the individual operators than it did of 
its own coal companies, and I used to protest very vigorously because they would 
send cars to individual operators, including Coxe Bros. & Co. , when we could not 
get cars to run our own collieries. 

Q. (By Mr. Ripley.) Was that the policy, however, pursued by many of the 
other large roads, the Reading, for instance, Lehigh Valley, etc.?— A. The Read- 
ing— I know nothing about their policy. 1 think, as far as I know, the Lehigh 
Valley tried to distri oute cars as fairly as it was possible to do. There are times, of 
course, when no railroad companies have cars enough to go round to supply the 
demand. I think the policy of all the roads, as far as my knowledge extended, 
was to treat the individual operator as fairly as they treated their own collieries. 

Q. There was, however, complaint sufficient in the case of Coxe Brothers to lead 
to an institution of proceedings?- A. That is going back further than I am familiar 
with. I am speaking of th(' last few years. 

Q. The specific complaint of Coxe Brothers Company at that time was that a 
discrimination against hard coal was made, the rates being so much higher than 
upon soft coal?— A. Yes; but not any discrimination against furnishing cars is the 
point I was making. 

(^. (Bv Mr. C. J. Harris.) What do you say of the price of coal now as com- 
pared with the price of coal at this time of la.st year and the year preceding? Is 
it much higher now?— A. It is about the same. 

Q. Is it about the same?— A. Yes. 

Q. (By Mr. Phillips.) About what percentage of the anthracite coal fields is 
controlled now by this recent combination of interest?— A. That would be merely 
a guess on my part. I should say, roughly, possibly 80 per cent. 

Q. (By Mr. Ripley. ) It would be possible to compute that, would it not, from 
the table of shipments which is officially printed, if you knew which roads were 
controlled in that respect?— A. Yes; I could 

Q. (By Mr. Phillips.) Is 80 per cent of any commodity like anthracite coal 
sufficient to give a monopoly of that commodity, in your judgment?— A. You 
mean in fixing the price? 

Q. Yes.— A, No; I do not think so. I think I could take 20 per cent of anthra- 
cite coal and break the market any time. 

Q. (Mr. Litchman.) Suppose you could not get transportation to market.— A. 
Then of course I could not do it. 

Q. (By Mr. Phillips.) This combination is between the coal people, the own- 
ers, and the railroads, is it not? This recent combination embraces 80 per cent of 
coal and all the railroads, does it not, leading into the field?— A. It would embrace 
whatever coal the railroad companies controlled. 

Q. But they are all working in the same interest; all the railroads are combined 
leading into the anthracite fields at the present time, are they not?— A. All except 
the Pennsylvania Railroad, the Ontario and Western, and the Delaware and 
Hudson. 

Q. (By Mr. Ripley. ) What do you mean by ‘ ‘ combination,” Mr. Stearns?— A. I 
did not use the word. 

Q. I understood you to use the word.— A. No; I quoted the word. “Com- 
munity of interest,” I think it is called now. 

Q. (By Mr. Phiixips.) The roads are at least working in harmony, and as a 
rule the directors of one own stock in each others’ roads, do they not?— A. That is 
a question I know nothing personally about, except as you do— through the news- 
papers. 

Q, Would it not be possible, even if they had equal transportation facilities, for 
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a large and wealthy concern to follow a person having 10 or 20 per cent of a com- 
modity, to follow it into a given market and sell there at a lower price, and then fol- 
low it to another market, thus pursuing what we might call a ‘’clubbing policjr?” 
Is not that frequently done where persons have large control of a commodity, 
thus driving others out of the market?— A. I have never known it to be done in 
the anthracite coal business, and that is the only business I have ever been con- 
nected with, except engineering. 

Q. (By Mr. Farquhar.1 Do you think that you could force 20 per cent more 
anthracite on the people than you supply now?— A. No. 

Q. Could you shove 10 per cent more upon them? -A. No. 

Q. Suppose you made an exorbitant rate; suppose you owned 05 per cent of the 
output and made an exorbitant rate; would not bituminous coal come in and com- 
pete and knock the rate down?— A. It would knock the price of coal down. 

Q. (By Mr. Litchman. ) What is the total product of anthracite coal?— A. About 
forty-five million and some thousand tons in 1900. The year before it was forty- 
seven million and some thousand tons. 

Q. An increase, then, of 50 cents a ton would be a very handsome return, would 
it not, to controllers of that output? — A. It certainly would, if they could get it. 

Q. (By Mr. Ripley. ) It is about 50 cents a ton higher at tide water than it was 
before the strike.— A. Fifty cents on prepared sizes. I think on the average total 
output it would be about 30 cents. 

Q. Thirty cents at tidewater on the total output?— A. Yes. 

0. Are there not certain peculiar circumstances in the coal industry which 
make it to the interest of the operator to increase his output? I refer to the fact 
of a dull season, when facilities must be all maintained for a full production in the 
fall. Will you explain whether that is so or not?— A. To a certain extent it is, for 
the reason, at this time of the year, for instance, when the demand is small, it 
requires so much space to stock anthracite coal and so much money that it is 
impracticable to regulate your year’s supply by the output in the months when 
the trade is in a depressed condition, and in order to supply the demand in the 
fall and winter months, which is brisk, you have got necessarily to have your 
mines developed to a capacity much in excess of what would be needed if you 
could run uniformly through the year. 

CJ. (By Mr. Ripley.) There is, then, this powerful incentive whic.h would tend 
to increase the capacity of each company?— A. Yes. 

C^. What holds the company down to the constant proportion which has been 
maintained for a number of years, as I understood you to say, in the past?— 
A. Every company has certain collieries becoming gradually exhausted, and that 
circumstance, of course, takes off a part of the increased output made by new 
openings and additional capacity. 

Q. I suppose, too, the available supply for future years varies very greatly as 
between the different railroad companies, does it not?— A. Oh, yes. 

Q. Will you specify any of them which are supposed to have a vast reserve for 
the future?— A. The Reading is generally considered to have the largest amount. 

Q. And which company after that, so far as your general knowledge of the 
trade goes?— A. I should say the Lehigh Valley. The Delaware, Lackawanna 
and Western have a largo reserve also. 

Q. How about the Jersey Central?— A. I am not so familiar with their lands in 
the Lehigh region. I do not know what proportion of those are undeveloped, but 
I think their Wyoming lands are pretty well developed. 1 do not think they have 
much virgin coal left. 

O. (By Mr. Kennedy. ) Have you made any estimate as to how long your mines 
will hold out?— A. No, sir; I have never made any. 

Q. (By Mr. Ripley.) A consolidation now of the Reading, the Erie, the Lehigh 
Valley, and the others which you have named ns having the greatest reserves 
would give such a combination a most important strategic position 50 years from 
now, if the remainderof the coal fields were exhausted, would it not?— A. Certainly 
it would. Understand, when I am speaking of the amount of unmined coal these 
companies have, it is not from actual knowledge, but general opinion. 

Q. You are acquainted with all the oflacial and geological reports, such as those 
made by Griffiths and others?— A. Yes. 

Q. The general impression is as you state among scientific men?— A. I think 
so. 

Q. Do you understand that the companies which have a vast supply in reserve 
for the future are paying interest charges upon that capital so invested out of 
earnings made at the present time?— A. I do not know; I can not answer that 
question 

Q. You are aware of the circumstances under which the fields of the Reading 
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Railroad were acquired, are you not?— A. No. That transaction occurred a good 
many years ago, and I was not interested in coal mining then, except as an 
engineer. . ^ 

Q. (By Mr. Phillips.) Would it be possible now for a new company to go into 
the anthracite field, if it could procure or had procured an eligible body of coal, 
and open that mine up and have the same facilities for transportation and oppor- 
tunities at the market as those who are now engaged in it? — A. I think so, 


undoubtedly. 

Q. It could have the same facilities that you have in mining your coal?— A. It 
could come in on the same ba-sis as anybody else; 1 do not think there would be 
any diseninination whatever. 

Q. Then it is your understanding that this recent combination is not to dis- 
criminate against others or independents or new operations in the field?— A. 1 
think not. 

Q. (By Mr. C. J. Harris.) Would it be possible to find any territory that an 
independent operator could get hold of now? — A. There is some. I understand 
there are some lands in Schuylkill County that are not owned by any of the 
companies, that are on the market. They come up every once in a while. 

Q. The anthracite fields, however, have been pretty well exhausted?— A. Oh, 
yes; the desirable coal land is all owned by parties who are operating. 

Q. It would he very improbable that any new anthracite coal fields would be 
discovered in Pennsylvania?— A. Yes. 

Q. (By Mr. Ripley.) 1 emote the following statement from the New York 
Journal of Commerce of February, 11)01: 

“The Delaware and Hudson, so the independent operators were informed, could 
have its coal carried to tide water by the Erie Company for 00 cents per ton. The 
independent operator.^, then paying nearer one dollar sixty a ton for the service, 
not unnaturally failed to get the D. & H. as an ally to this plan.” 

According to that statement it would appear that the independents, perhaps, 
were paying $1.60 a ton when the Delaware and Hudson Railroad were getting the 
service for 00 cents a ton. Have you seen in recent years or had knowledge of the 
existence of any such conditions or discriminations?— A. No, 

Q. Would that be possible so far as you have any knowledge?— A. I would know 
nothing about any arrangement the Erie and the Delaware and Hudson would 

have. . . . . , , 11 

Q. So senoas a discrimination must, however, if it existed on any large scale, be 
a matter of common knowledge in the trade. You have no knowledge? — A. I 
have no knowledge whatever. 

Q. You have never heard of any such?— A. No. 

Q. Will you make a statement respecting the attempts within the last year to 
bund independent lines to tide water, so that the independent operators might 
secure an outlet?— A. Within the last year? I think there was an independent line 
started three years ago. . , 

6. There have been other attempts and projects within the last year, have there 
not?— A. Yes. The first attempt was a line going from Scranton to tide water. 
The next was the line which followed the old Delaware and Hudson canal and 
terminated at Kingston, on the Hudson River, in connection with the Pennsylvania 


Coal Company. ^ . r i i 

Q. Were the franchises for these lines actually Becured?—A. I do not know 
whether they were finally secured. They were in litigation on the charter for a 
long time as to certain rights of way, and whether they ever completed the litigation 


I do not know. , , 

Q. What was the understood object of those attempts to construct more inde- 
pendent railways to tide water?- A. To get a lower rate of freight. 

Q. In other words, the individual operators were sufficiently dissatisfied with 
the rates charged upon coal to be willing to agree to ship over a new line if it were 
built?— A. That is my understanding. 

Q. Have any of these lines been built in part or entirely?— A. Not at all. 

Q. And what prevented the consummation of the plans?— A. Bought out. 

Q. Bought out by whom?— A. By the different community of interests, the 

different roads that are now considered as 

Q, (Interrupting.) Have you ever heard of the Temple Iron Company? And if so, 
wiU you make a statement respecting what you know of it, what it is, and for 
what purpose it was created?— A. The Temple Iron Company’s collieries were 
formerly owned in part by Simpson & Watkins, who were individual operator. 

Q. (By Mr, Phillips.) You spoke of these roads having been bought out by 
the community of interest. Would not the existing roads necessarily have to 
charge more for freight if they paid large sums to prevent this advantage in order 
to recoup and get that money back?— A. No; not necessarily. 
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Q. Would it not take money from the stockholders that belongs to them? It 
has to come from some source.— A. The assumption is that they are making some 
profit on the operation of these collieries and the transporting of the coal. You 
see they purchased these collieries, and now they own the coal instead of buying it. 

Q. Oh, I understood you to state that they bought out the men who were going 
to build this railroad.— A. No, no; they bought out the collieries. 

Q. (By Mr, Ripley.) Was the Pennsylvania Coal Company one of tnose pur- 
chased at that time in order to prevent the construction of those lines?— A. The 
Pennsylvania Coal Company was purchased recently, and the assumption among 
the public is that it was purchased to prevent the building of the new line to 
Kingston. 

Q. Was any other action taken, for instance, by the New York, Ontario and 
Western road to that same end?— A. Not to my knowledge; I do not know. 

Q. Were not a large number of individual operators bought out by that com- 
pany?— A. By the Pennsylvania Company? 

Q. By the New York, Ontario and Western.— A. Yes; they bought several col- 
lieries, but they were entirely separate. 

Q. They bought them out to eliminate the individual operator who was seeking 
an outlet?— A. As 1 understand it, the collieries purchased by the Ontario and 
Western were collieries which would have been shippers over the new road had it 
been built. 

Q. In other words, the parties already interested in this territory were exceed- 
ingly desirous that no new independent lines to tide water should be con- 
structed?--A. Yes; naturally so. 

Q. And in order to prevent that effect the individual operators in that territory 
were bought out, and among those the Pennsylvania Coal Company?— A. Yes. 

Q. Have you seen in the newsiiapers a statement concerning the price paid for 
the property of the Pennsylvania Coal Company?— A. Yes. 

Q. Does it seem to you a fair price or an excessive one under the circumstances?— 
A. It is considered by the coal men who are familiar with that property that it 
was a very fair price, a reasonable price. 

Q. (By Mr. Phillips.) What was the sum paid? — A. It was about 33,000,000, or 
somewhere near that. 

C^. (By Mr. Ripley.) There was, however, a quotation for the stock at a rate 
which would bring the total very much higher than that for a long time, was there 
not?— A. I have not seen any of that stock quoted on the market for a good many 
years. I did not know there was any of it for sale. 

Q. What would be the effect upon the general harmony of interests throughout 
the coal region by the elimination of theso individual operators, including the 
Pennsylvania Coal (vonipany? Would it tend to strengthen the community of 
interest throughout the remainder of the field?— A. 1 should say that it would. 

Q. In other words, has not the iudeperldent operation in that northern section 
of the Wyoming field been a source of considerable trouble to the other roads in 
maintaining a fixed price for the product?— A. That is the general impression. 

Q. So that that obstacle being removed it would be easier for the. remaining 
roads to come together and operate harmoniously?- A. Yes. 

Q. (By Mr. Litohman.) I have here a clipping from the New York Journal of 
Commerce which alleges certain facts. One is that the Morgan roads, so-called, 
absolutely control 63.17 per cent of the output of anthracite coal; that the non- 
Morgan roads control 36.83 i)er cent, and that the reason for the community of 
interest agreement is that these Morgan and non-Morgan interests have all been 
(wrought substantially under one control, and that they represent 96 per cent of 
their entire output of anthracite coal. That being the case, what is the oppor- 
tunity for an independent operator to operate against 96 per cent of the produc- 
tion of coal?— A. That being the case we are the ones that are up against that 
proposition. 

Q. Is not your company the Delaware, Susciuelianna and Schuylkill Company?— 
A. Yes; that is our road. 

Q. That is a Morgan road.— A. Not a bit of it, not a bit of it. 

Q. Well, that would only eliminate 31 percent more. That would make it 93 
per cent.— A. Then there are the Ontario and Western, the Delaware and Hudson, 
and the Pennsylvania Railroads. 

Q. The Ontario and Western is non-Morgan, but has recently been brought into 
the community of interest by virtue of the purchase of a controlling interest.— 
A. That is a newspaper report. I do not know anything about it. 

Q. You own your transportation?- A. For only part of our coal. 

Q. If the time comes wnen you find there is a shortage of cars for shipment to 
tide water then you will be apt to feel this competition, will you not?— A. I do not 
know. 
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Q. (By Mr. Ripley.) Is not that the reason why pu built this road, 40 miles 
long, known as the Delaware, Susquehanna and ^huylkill, that you might 
obtain such transportation irrespective of any action?— A. The only person who 
could have answered that question is Mr. E. B. Coxe. Mr. Coxe stated, in some 
testimony at Harrisburg, that he built the road to connect his collieries, some of 
which were on one road and some on another, so that he could send his tonnage 
wherever he desired. 

Q. (By Mr. Litchman.) Has not the operation of that railroad, under the con- 
trol of the Coxe Brothers, been the means of obtaining the favorable terms upon 
which they operate their collieries at the present time?— A. They have no more 
favorable terms than any other roads, unless a trackage agreement to tide water 
can be so considered, and I do not know whethei I consider that more favorable 
than the 65 per cent arrangement or not. 

Q. (By Mr. Ripley.) Are you willing to submit that agreement?— A. As it is 
an agreement that aifects only two interests, and not the public interest, I prefer 
not to do so. 

Q. (By Mr. Litchman.) This community of interest in the coal region is also 
the community of interest in transportation, is it not, in that region?— A. The 
transporting companies (!ontrol the coal companies. 

Q. (By Mr. Ripley.) Is it not true that in the past the Reading Railroad has 
been the most uncertain factor in the situation as far as the maintenance of the 
regular output is concerned? Has that road not in general broken the customary 
allotment of shipments by increasing their output beyond that figure?— A. I do 
not know that it has. 

Q. Would that not be true of 5 or 6 years ago?— A. I can not state without going 
over their shipments. 

Q. \ ou have no recollection to that effect?— A. No. Everybody complains about 
everybody else in the coal business the same .as in any other business. They will 
damn the Reading one month and some other company the next, and so on. That 
has been the way. 

(^. The incentive, however, on the part of the Reading to increase the output 
owing to improvements of that company is perfectly clear, is it not?— A. The more 
any company can increase its output and sell its coal the cheaper it can operate its 
mines as a rule. 

Q, But in case of that company there is a large proportion of coal land lying 
idle which is eating itself up with interest charged, is there not?— A. Doubtless 
that is true. 

Q. (By Mr. Litchman.) Do your records of shipment show the prices of coal at 
tide water for, say, covering a period of 10 years?— A. Yes; I have the record. 

Q. Could you furnish a statement showing that range of prices?— A. Yes. 

Q. I want to show whether there has been any marked variation, and whether 
that variation has been affected by dull times and good times, and perhaps by these 
combinations that have taken place within that 10 years, and I take it that the 
operations of your company are of sufficient volume to make testimony on that 
point desirable. 

Mr. Stearns thereupon submitted the following tables of prices: 

[Coxe Bros. & Co., Incoriwrated.— Average f.o.b. tide prices received during years shown for 

coal mined by Coxe Bros. & Co., the Cross Creek Coal Company, and Coxe B/os. & Co., 

Incorporated.] 

PREPARED SIZES OF ANTHRACITE COAL. 


1 

Mouth. 

j Perth Amboy. 

1 All tide points. 

1900. 

1899. 

1808. 

1897. 

1896. 

1895. 

1894. 

189:1. 

1892. 

1891. 

January 

13.744 

$3,369 

$3.56 

$3,653 

$3,164 

$3,382 

$3,941 

$4,327 

$3,501 

$3,804 

February 

3.566 

3.349 

3. .564 

3.624 

3.197 

8.261 

3.819 

4.227 

3.462 

3.722 

March 

3.616 

3.317 

3.619 

3.640 

3.162 

3.209 

3.805 

3.97 

3.604 

1 3.661 

April 

3.465 

3.416 

3.651 

3.638 

3.311 

3.183 

8.542 

3.676 

3.561 

' 8.671 

May 

3.577 

3.442 

3.735 

3.655 

3.473 1 

3.207 

8.679 

3. 774 

3.674 

3.728 

June 

3.6.51 

3.466 

3 737 

3.743 

8.667 1 

3.196 

8.611 

3.87 

8.803 

3.817 

July 

3.707 

3.517 

: 3 554 

3.807 

3.689 1 

8.196 

8.61 

3.062 

3.945 

8.843 

August 

3.654 

3.477 

i 3.489 

3 881 

3.892 1 

3. 188 

3.448 

4.054 

4.078 

8.829 

September 

3.896 

3.504 

3.555 

3.937 

3.974 

3.162 

3.375 

4.078 

4.269 

8.874 

October 

4.100 

3.60 

8.679 

3.869 

3.921 1 

3.216 

3.378 

4.165 

4.263 

3.937 

November 

4.14 

3.600 

3.523 

3.772 

3.666 

8.34 

8.387 

4.068 

4.215 

3.95 

December 

4.243 

3.72 

3.42 

3.589 

3.787 

3.333 

8.329 

4.047 

4.223 

8.864 

Average 

3.761 

3.40 

3.589 

3.716 

1 


3.535 


TE” 

3.709 
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Perth Amboy. 




All tide points. 


Month. 







.. 















1900. 

1899. 

1898. 

1897. 

1896. 

1895. 

1894. 

1893. 

1892. 

1891. 

January 

S2.293 

$2,208 

$2,151 

$1 953 

$1,883 

$2 53:1 

$2. .55 

$2,472 

$2 177 

$2.63:1 

February 

2.300 

2,236 

2.309 

2.147 

1.91 

2 511 

2.675 

2.614 

2.313 

2. .548 

March 

2.275 

2.289 

2.369 

2. 165 

1.955 

2.49 

2.829 

2.522 

2 295 

2. 487 

April 

2.24« 

2.241 

2 271 

2.232 

2. 154 

2.;i63 

2 769 

2.571 

2.:i2 

.2.526 

May 

2.279 

2.137 

2.314 

2. m 

2.27 

2.232 

2.68,5 

2.558 

2.255 

2 67 

June 

2.:327 

2.234 

2.222 

2.085 

] 96 

2. 16 1 

2.602 

2 ;i75 

2.271 

;1..582 

July 

2.337 

2 255 

2.209 

2,088 

1.9,51 

2 204 

2.365 

2.507 

2.241 

2. 3 

August 

2.292 

2 24 

2 152 

2.056 

2.212 

2. 159 1 

2.45 

2. 545 

2. 189 

2 . 35:1 

Sep tern iHjr 

2..3;il 

2 :K)3 

2. 13 

2 . 0:11 

1 2()1«) 

2.299 1 

2.422 

2.433 

2. 195 

2.:182 

October 

2 241 

2.177 

2.118 

2(441 

2 122 

2.355 

2.412 

2.526 

2. 223 i 

2. .387 

November 

2 409 

2.237 

2 084 

2 059 

2 195 

2. 2tV} 1 

2 319 

2.212 

2.289 

2.322 

December 

2.604 

2.092 

2.17 

2 042 

1.93 

2.11 1 

2.453 

2.408 

2. 848 

2.274 

Average 

2 324 

2 217 

2 198 

2.079 

2 019 

2.289 1 

2 513 

2 469 

2.274 

1 

2.43 


ANTHRACITP] BUCKWHEAT COAL 


January 

$1.81 

$1 782 

$1. 775 

$1 76 

$1 <«7 

$l 878 

SI 978 

$1 (n59 

$1 651 

SI. 768 

February 

1 90 

1 9a5 

1 78 

1.718 

1 512 

I 1.827 

2 :i9i 

1 712 

1 668 

1.892 

March 

1 974 

1.752 

1.74 

1 747 

1 .521 

[ 1.892 

2 118 

1 789 

1.06,5 

1.704 

i^ril 

1.941 

1.724 

1 722 

1 . 72:1 

1 67 

1 1.K.D) 

2 081 

1 709 

1 682 

1.8.58 

May 

1.963 

1.657 

1 80 

1.637 

1.688 

1 774 

2 073 

1 667 

1 713 

1.912 

June 

1 862 

1.684 

1.818 

1 666 

1 729 

t 1 769 

1 97 

i 1 721 

1. 7 : 1,3 

1.66 

July 

1.811 

1. 7 : 1.1 

1.761 

1.666 

1.706 

1 775 

1 979 

1 1 74 

1 642 

1.625 

August 

1 8a5 

1 72:1 

1.757 

1.696 

1 732 

1 757 

1 881 

1 777 

1 675 

1 66 

September 

1.86.5 

' 1.715 

1.72 

1 674 

1 472 

1 846 

1.877 

1 1 702 

1 (575 

1.628 

October 

1 9 : 1:1 

1 1.777 

1 7:17 

1 657 

1 541 

1 1 874 

1 9.58 

1 1 92 

1 6 : 3.5 

1.659 

November 

1.976 

1 1.733 

1.693 

1.626 

1 . 5:34 

1.821 

1.90 

' 1 96,5 

1.648 

1.697 

December 

2.016 

1 8:12 

1 748 

1.67 

I 784 

1 a57 

1 872 

! 1 i)28 

1.082 

1.651 

Average. ... 

1.905 

1 739* 

~r75:i 

1 m 

1.59!) 

1. 824 

1 988 

; 1 769 

1 672 

1.706 


ANTHRACITE RICE COAL 


January 

$1 491 

$1 467 

$l 42:1 

$1 ,524 

$1 :141 

.$1 51 

$1 162 

$1 1.51 

SI 389 

SI. 562 

February 

1.494 

1 431 

1 15 

1 , 5:17 

1 23 

1 109 

i..5:i 

1.144 

\.m 

1.841 

March 

1.564 

1 429 

1 429 

1 5,ai 

1 :i.5.5 

1.-18 

1 .5.56 

l.:»J 

I,:i87 

i.4o:i 

April 

1. 514 

1.403 

1 .5.36 

1 .518 

1.304 

1 :i82 

1 a)2 

1 m 

1.10 

1.481 

May 

1 .565 

1 m 

1 6.5-1 

1 451 

1 465 

1 as7 

1 .525 

1 202 

1 .326 

1.494 

June 

1.463 

1.41 

1.411 

1 . 4:11 

1 :162 

1 :i6!) 

1 .526 

1.163 

1..399 

1.417 

July 

1.469 

1 385 

1 4.52 

1.449 

1 315 

1.349 

1 38 

1.286 

I.:i86 

1 317 

Augu.st 

1.451 

i.a58 

1 41 

1.43 

1 :149 

1 IWl 

1 468 

1 315 

1.393 

1.266 

September 

1 4.55 

I.:i82 

1.42 

1 :199 

1 422 

1 :199 

1 479 

1.365 

1 .381 

1 383 

October 

1 577 

1 375 1 

1 4:1 

1.408 

1 402 

1 :u 

1 497 

1 :ii5 

1 :J9 

l.:i92 

November 

1.467 

l.IJO 

1 447 

1 ,394 

1 112 

1 :i7.i 

1.465 

1 :{42 

1 iior 

1..395 

December 

1.44 

1 ;397 

1 404 

1 42 

1.431 

1 ;i5 

1 4,37 

1 :«« 

1.1,58 

1.399 

Average 

'T 4 F 

i 

1.402 

1 466 

1.445 

l.:i.52 i 1 :197 

1 

1 481 

1 265 

1 374 

1.416 


ANTHRA(jITE BARLEY COAL. 








$1.30 

$i.:]0 

1 -103 

' i.';{.5 ' 

1.. 578 

1.. 50 
1.476 
1..50 
1..50 
1.60 
1.339 

$1,294 

1 ,639 
l.;i29 
1.317 

1 ;i2 

1 318 
1,:«) 
i.m 
1.282 

1 25 

1 1 611 
.809 

Si.-a-j!) 

■i':ii9' 

■'i. ':«»)' 
l.:339 
i.:j39 

1..339 

1.352 

1.:339 

1.339 

$1,479 

1.422 

1..317 

1.386 

!.;« 

1.832 

1.857 






$1,408 

1.50 

1 .35 






1.36 

1.35 

1 .a5 

1 m 

i.;i5 

1 :i5 
!.:» 





$1.65 










1.40 

1.55 

.Tilly 















l.:35 

i.a5 

1.237 






Nov0nit)Hr --- 






December 








Average 


i 

i 

1.66 

1 

1.4(« 

1.335 

1.424' 

1 \.m 

l.:54 

1.176 
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ANTHRACITE PEA AND DUST ^SCREENINGS MADE AT TIDE SHIPPING POINTS). 


Month. 1 

Perth Amboy. | 

1 All tide points. 












1900. ' 

1899. 

1898. 

1897. 

1896. 

1895. 

1894. 

18ft3. 

1893. 

1891. 

January 

$1.50 

$1,497 

$1.50 

$1.60 

$1.50 

$1 50 

SI. 501 

$1,605 

$1.60 

$1,697 

February 

1.504 1 

1.484 

1.60 

1.60 

1.473 

1.50 

1.673 

1.60 

1.478 

1.512 



1.499 

1.60 

1.60 

1.504 

1.498 

1.50 

1.60 

1.429 

1.50 

April 

1.514 1 

1.498 

1.60 

1.60 

1.399 

1.486 

1.674 

1.548 

1.50 

1.681 

Blay 

1.649 i 

1.496 

1.633 

1.50 

1.431 

1.608 

1.596 

1.573 

1.387 

1.061 

June * 

1.515 1 

1.50 

1.529 

1.507 

1.85 

1.50 

1.663 

1.504 

1.465 j 

1.696 

July 

1.50 

1.50 1 

1.50 

1.50 

1.462 

1.48 

1.388 

1.50 

1.473 

1,.505 

August 

1.60 

1.60 

1.496 

1.50 

1.50 

1.50 

1.508 

1.50 

1.504 

1.504 

September 

1.495 

1.496 

1.60 

1 49 

1.496 

1.488 

1.53 

1.50 

1.658 

1.333 

October 

1.49C 

1.50 

1.50 

1.497 

1 50 

1.527 

1.501 

1.488 

1.537 

1.683 

November 

1.50 

1.50 

1.50 

1.40 

1 50 ' 

l..')29 

1.554 

1.488 

1.564 

1.563 

December 

1.533 ^ 

1.449 j 

1.509 

1.476 

1 40!1 

1.105 

1.538 


1.613 

1.586 

Average j 

1.509 1 

1.504 

1.604 

1.487 

1.465 

1.557 

T538' 

1.535 

1.489 ' 

1.603 



ALL 

1 vSIZES ANTE 

RACITE COAL. 




January 

$2,714 

$2,528 

$2.60 

$2,684 

$2,378 

$2,632 

$2,874 

$3.34 

$3,831 

$.3,223 

February 

3.568 

3.636 

1 2.592 

2.769 

2 21 

2 740 

3.030 

3,395 

3.917 

3.127 

March 

2.741 

2.587 

1 2.85 

2.871 

2.348 

2.706 

3.019 

3.067 

3.989 

2.992 

April 

3.908 

2.393 

2.681 

2.992 

2 477 

2 641 

3 192 

3.133 

3,o;3:i 

2.988 

May 

8.06 

2.349 

2.766 

300 

2 826 

2.648 

2.924 

,1.015 

3.179 

3.343 

June 

2.734 

2.855 

2.717 

2.815 

3 551 

2 m 

2.m 

3.937 

;i.07 

3.109 

July 

2.74 

2.688 

2.557 

2 661 

3 411 

2.4.32 

2 8.59 

3.761 

3.97 

3 795 

August 

September 

2.425 

2.496 

2 664 

2.605 

2.621 

2.411 

2 834 

3 911 

3,9.54 

3 938 

3.65 

2.421 

2.65 

2.52 

2 435 

2 .549 

2. 777 

3 906 

3.436 

3.960 

October 

2.493 

2.601 

2.601 

2 573 

2 673 

2 769 

2.737 

3 067 

3. 135 

3.9.51, 

November 

3 151 

2 616 

2 417 

2.667 

2 341 

2 722 

2 671 

3 634 

3.8,53 

,3.929’ 

December 

3.271 

2 704 

2.656 

2 507 

2.746 

3.731 

3 591 

3 623 

3.138 

3 0.51' 

Average 

2.815 

2.^ 

1 

"*2^ 


2 495 


2.817 

3 991 

3.035 

:i7ai 


Q. (By Mr. Phillips.) What effect, if any, has this recent combination had 
upon the distribution of coal in the great cities, such as Philadelphia and New 
York? Are there the same number or persons engaged in the marketing of this 
coal as there was before, or does this combination e vpect to handle the coal itself 
and retail it?— A. I do not think it has made any change as yet, but about plans I 
know nothing whatever. 

Q. Or whether they are going to distribute it from certain depots in the cities?— 
A. I have seen statements to that effect, but I know nothing whatever about it. 

Q. (By Mr. Ripley.) Coming to the question of labor and wages, how many 
men do you employ?— A. About 3, >00, or a few over of men and boys. 

Q. Were your men concerned in the strike last fall?— A, Yes. 

Q. Have you any statement to make respecting their attitude or behavior dur- 
ing that time?— A. Our men did not strike except at one colliery. The strike 
commenced on September 17. 1 think only .^>4 of oar men went out the first day 
of the strike, and they continued to work until intimidation was commenced, and 
they were threatened, called scabs and everything else, and every influence known 
to labor organizations and that class of people was used to intimidate them and 
keep them away from work. They continued to work until October 11, when, as 
a result of riothig, they killed one of our watchmen, shot another one in the face, 
wounded several others, and we concluded to stop, and posted the following 
notice: 

. “NOTICE. 

“After nearly 1 month’s struggle with intimidation, raiding, etc., and the lack 
of adequate protection from the proper authorities, and with the feeling that this 
company has reached a point where it is unable to properly protect its employees, 
notice is hereby given that all mining operations, from this date, will be sus- 
pended until further notice, to avoid loss of life. 

“CoxE Brothers & Co., Incorporated. 

“Dripton, Pa., October 11, mo," 

Q. (By Mr. Ripley.) It was not then a strike of the ^eratives in that case 
BO much as concessions to prevent difficulties?— A. Yes. We had to protect those 
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that did go to work, and we were running about half our capacity when we 
stopped, but during the early part of the strike the men came out nearly full- 
handed. 

Q. What were the wages of the different classes of employees in your mines, 
distinguishing the miners, common laborers, and boys?— A. There are probably 
60 or 70 different classifications. It would be impossible for me to give them. 

Q. Can you make any specification at all?— A. No. 

Q. W ill } oil make a statement respecting the average wages?— A. For the month 
of August, before our men (|uit, the last month we worked, the average earnings 
in the mines, including those of the boys, were between $43 and $44 net, atter 
making all dediic ions. 

Q. What proportion of vour operatives are boys?— A. I should say in the mines 
one-hdlf are miners, iiossibly. We don t have the small boys we have outside in 
the breakers, and 1 think no one under 14 is allowed to work in the mines. We 
speak of the driver as a boy and the doorkeeper as a boy. About one half are 
miners, and the other had’ are laborers, door boys, drivers, runners, and timber- 
men, and everything ot that kind. 

Q, That average, then, is compounded by the wages paid to a great number of 
boys for these vaiious kinds of work, and also the common day laborers as well as 
the miners?— A. Yes; it is the total pay roll divided by the total number employed. 

Q. Will you say that rate per month was typical throughout the year?— A. No; 
because in August we worked more days than in some other months in the year. 

Q. That showing was better than could have been made in any other month in 
the year?— A. Not necessarily better than any other month. 

Q. As good as any month in the year?— A. Here is a statement of the number 
of days worked in every month of the year: 

|TUe Cross Creek Company— Coxe Bros. & Co., incorporated after March 31, 1900.] 

Hours worked in 1000, 


ALL BREAKERS. 


Mouth. 

Drifton. 

Eckley. 

Stockton. 

Beaver 

Meadow. 

Der. 

Oneida. 

Total. 



ni. 

h. 

VI. 

h 

m. 

h. 

111 

h. 

VI 

h. 

Wl. 

h. 

m. 

January 

m 

:«t 

336 

(K) 

145 

:«) 

347 

(K) 

360 

:}o 

290 

30 

1,416 

00 

February 

305 

40 

183 

30 

105 

20 

183 

55 

181 

18 

310 

09 

1,067 

43 

March 

319 

15 

311 

36 

131 

05 

304 

10 

174 

19 

139 

06 

1,060 

21 

April 

May 

199 

30 

308 

m 

73 

30 

182 

10 

19E1 

01 

156 

41 

1,015 

08 

315 


348 

w 

131 

05 

Idle 

330 

43 

:5}l 

2 :} 

1,047 

43 

Juno 

314 

00 

333 

37 

KKt 

13 

88 

a5 

203 

04 

313 

07 

1,052 

55 

July 

333 

15 

341 

06 

101 

.55 

148 

05 

333 

4 :} 

22r> 

33 

1,163 

36 

August 

3:14 

00 

361 

11 

133 

.59 

135 

38 

3:15 

40 

353 

48 

i,m 

06 

September 

313 

01 

342 

48 

300 

33 

174 

48 

318 

;}3 

310 

50 

1,259 

31 

October 

103 

00 

117 

30 

83 

00 

100 

00 

100 

00 

89 

00 

690 

30 

November 

3:17 

:J3 

240 

4:1 

178 

33 

KM) 

00 

3«I5 

47 

330 

21 

1,242 

45 

Docemljor 


31 

340 

36 

199 

00 

131 

30 

315 

23 

309 

57 

1,334 

36 

Total 

3,543 

36 

3,653 

37 

l,.56:i 30 

1,747 

11 

3 , 4 : 5 } 58 

3,439 

14 

13, .380 

46 


The Witness. This statement shows the numlier of days worked in each one of 
our collieries. I want to say in this connection that the Beaver Meadow Colliery 
was idle entirely through the month of May and a good part of J une, for the reason 
that we were building a new breaker, and we had to disconnect the tracks to do 
that work; conseiiuently they worked much less time during the whole year. 

Q. (By Mr. Peiillii^.) Sneaking of the strike, were or were not the men .justi- 
fied in making a demand for better conditions last year when that strike was 
instituted? Were or were not their claims just?— A. Some of their claims were 
just. 

Q. Were all of them engaged in raining or were only a certain percentage of them 
miners?— A. Only a certain percentage. They made a good many claims, but pos- 
sibly it would be well to explain the system on which wages were fixed in the 
Lehigh region. 

Q. Yes.— A. In ISTu the operators agreed upon what they called the basis wages. 
That is, the price of each class of labor was fixed at a certain price when coal sold 
at tide water at $5 per ton. For every 10 cents advance or decline in that price 
the wages advanced or declined I per cent. The price of powder and the prices of 
other supplies were fixed in order to determine the price to be paid per car. The 
rates of freight at the time and the price of coal at tide water had gone down to 

16a 38 
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80 low a point that their wages, if they had adhered stictly to the basis, would have 
been very low, and they never did fall down to the bottom of the basis; but, owing 
to the fact that the rate of Ireight was $2.50 a ton, in order to put wages on the 
same basis as they were when this contract was made, the price per ton of coal 
at tide water was taken, the rate of freight paid at the present time deducted, 
which gave the price per ton at the mines, and then $2.50 was added for the freight, 
which was the same rate as paid m 1875, when this contract was made. Upon 
that the wages were baaed for each month. There had been, I think, an advance 
of 6 per cent through the summer on account of the pri; e of coal going up. Then 
they demanded that the basis be abolished; that their wages should not be made 
to go up and down with the prices of coal. They also demanded an advance, and 
1 do not know what all. There was a 10 per cent advance granted then, and the 
price of powder, which bad been $2.75, was reduced to $1.50, and they went to 
work. 

Q. Would those concessions have been granted had they not struck?— A. I think 
they would. I know a reduction in the price of powder would have been granted. 

Q. Didn't the operators try to reduce tlie price of powder and have the wages 
remain as a basis of settlement later?— A. 1 do not think the offer was ever made. 
There was a very strong sentiment in favor of reducing the price of jiowder. 

Q. Do you think they would have gotten these conditions without the strike, or 
not?— A. They would undoubtedly have gotten a reduction in the price of powder; 
there is no doubt of that. 

Q. Hut not an advance in wages, perhaps?— A. That might have been a question, 
but I think there would have been an advance. 

Q. Do you think now that the wage is too high, or is it not reasonable?— A. As 
long as we can keep the price of coal to cover that advance; but when we can’t we 
are going to lose money. 

(By Mr. Ripley.) Is not the price of coal, however, more in excess of the 
price of coal before the strike than the present wages are in excess of past 
wages?— A, Yes; but you must remember the conditions which existed just after 
the strike were very different from what they ar(' going to be now tor the next 6 
months. When the strike ended we met a market depleted with coal. There was 
no coal in the market, and winter came on; but now the market is full of coal, and 
we can’t realize those prices, and the prices are back now to where they were 
before the strike. 

Q. Has not there always been a reduction of about 50 cents a ton the 1st of 
April?— A. Usually: yes. 

Q. Is there, then, this year any abatement of the rule? In other words, have you 
done anything more this April than to go back to the figure that prevailed for April 
before the strike— than yon do each spring to go back to the tall prices?— A. No; 
the price is always lower in the spring months, for the reason that it is desirable 
to induce customers who can afford to do so to lay in their winter supply of coal 
at lower prices, and thus keep the mines at work; or, in other words, keep our 
collieries in operation. It is impossible to work our collieries full time and sell 
coal that the pe mle don't have any use for. but simply have to store away until 
winter comes and they can use it, without making concessions in prices 

Q. But, allowing for the season, you are still at as high a level as in previous 
years— as you were immediately following the low prices.— A. No; I think the 
price is about the same as a year ago, 

Q. (By Mr. Phillips.) Can not coal be mined and shipped much more cheaply 
now than it was 10 years ago?— A. No. 

Q. Have not the improvements in mining methods, in machinery, and in the 
cars and handling of the coal, the facilities for handling larger cars, and better 
tracks had a tendency to make a great cheapening of the price?— A. That is' a 
cheapening of transportation. 1 am speaking of mining. The cost of mining has 
not decreased, but on the contrary has increased every year and will continue to 
increase. Our mines become deeper, more expensive to ventilate, and we have 
more water to pump, and the cost of mining will continue to increase. 

Q. The cost of transportation has been decreasing, and will likely still continue 
to decrease?— A. I will not prophesy; but it has been decreasing. 

Q. (By Mr. C. J. Harris.) Some coal mines would be more valuable now than 
they were 10 years ago if you took into consideration that you had to pay interest 
and taxes on those lands for 10 years. Is that factor figured in the price of coal 
at all?— A. That was what I was speaking of a short time ago— whether in endeav- 
oring to arrive at the cost of mining a ton of coal depend^ on whether you took 
all those things into account or not. 

Q. ( By Mr. Ripley. ) They ought to be included, ought they not?— A. Somebody 
has t<^ay for them. 

Q. Has not the price of coal got to pay the interest and carrying charge upon 
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all the money invested in reserve coal lands?— A. It ought to, as a business propo- 
sition, get the money out of it that has been put in. 

Q. Does it not, necessarily, if those companies are to remain solvent?— A. If 
they get their money back they have got to get it that way; certainly. 

Q. Was that not the reason for the financial difficulty which the Reading Rail- 
road was involved in some years ago?— A. 1 would not like to answer that ques- 
tion. I do not know. 

Q. (By Mr. Phillips.) Returning again to the proposition regarding the invest- 
ment, do you think it is essential to the good of the community at large that 
persons should buy up a very large amount of coal or iron or anything mse and 
charge the community interest against that investment? Would not the com- 
munity be better served if they were held in smaller holdings and mined as the 
community needed the commodity? Should the community, in other words, be 
taxed for carrying a very large body of anthra(;ite coal or bituminous coal by any 
large corporation?— A. I do not think that question has ever come into the cost of 
mining or selling coal at all. I do not think any companies ever figured on that. 
They are too glad to get out what their actual cost in labor and material is, with a 
small profit over it, and their royalty. 

(By Mr. Litciiman.) Can you tell us something about the nationality of the 
operatives in the coal regions?— A. Of the miners or the employees? 

Q. Yes —A. Yes; we have 20 different nationalities working for us. We have 
1 .Tew and 1 Spaniard and 1 Frenchman. The majority of our employees who are 
employed on the railroad are Americans. 

Q. Are not the employees of foreign extraction about three-quarters of the entire 
number?— A. A good manv of those that are rated Americans, you know, are 
American born from foreign parents. 

Q. Then that would make the percentage still larger?— A. Well, they are rated 
American; they are American born. 

Q. You have given a total of 3,250, and of those yon classify as American 099?— 
A. Yes. 

That would be a little more than two-thirds actually of foreign birth, and a 
portion of that 909 are of foreign extraction, but of American birth, you say?— A. 
Yes. 

Q. (By Mr. A. L. Harris.) It was stated by the press a few months ago, on 
what was said to be good authority, that some 9 railroads control about ml the 
anthracite coal in the State of Pennsylvania. Is that true?- A. Yes. 

Q. It was stated in the same (connection by the same party that it cost three 
time^ as much to transport the anthracite coal per mile as it costs to transport the 
bituminous coal. Is that true?— A. 1 should think that estimate was excessive; that 
would be my opinion. You have doubtless had a good many gentlemen before 
you who are much more capable of testifying on that point than I am. 

Q. There is an excess, then, in the transportation of anthracite over bituminous, 
istliere?— A. Yes. 

Q. On what ground is that justified?— A. I should say, first, that bituminous 
coal does not have to be classified in all the various sizes, of which 1 think there 
are 8 in anthracite We have got to classify that coal into sizes in cars, and we 
can not send a car of stove and a car of pea, and mix the cars all up. It is clas- 
sified into sizes, so that when it reaches tide water or destination it can be 
unloaded directly into the boats without rehandling cars containing other sizes. 
Bituminous coal does not have to be classified. And then again, the anthracite 
coal cars almost invariably return empty. They have a load only one way; 
whereas bituminous c;ar8— a great many of them— return loaded; they are used 
for iron ore anil for various other purposes. In our cars, for instance, we never 
have a loaii back except some scrap, or something of that kind from a wreck; 
nothing that amounts to anything. They are loaded one way and empty the 
other. 

Q. In your opinion, does the coal transportation get a fair and liberal rate?— A. 
Yes; I think so. 

Q. (By Mr. Litchman.) I want to find out whether the proportion of foreign 
operatives in the region generally would be the same as that stated by you as 
applying to your own employees, so far as your judgment goes?— A. That, of 
course, would be impossible to say; but I would not think the ratio would vary 
very much* 

Q. How long have you been familiar with the nationality of the employees in 
the region?—/ . I have been connected with mining now for 10 years, and I have 
been engaged as a mining engineer since 1809. 
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Q. Have you noticed a change in the personnel of the miners in that region?— 
A. Very decidedly. 

Q. Can you give us a little information on that point in a general way, showing 
the change from one nationality to another?— A. In old times, 20 years ago or 
thereabouts, all of our miners were Welsh, Irish, 'Germans, very few Americans, 
few English. There were a good many Cornish men, but they were mostly 
employed in rock work; and we had no Hungarians, Polanders, Austrians, and 
men of those nationalities Now the younger generations have come along of the 
Welsh and the Irish, and they have not gone into the mines. The parents have 
been ambitious to give them a little better education than they had, as every 
parent is, regardless of nationality; to put them in a little better condition; to give 
them a little better chance, and the result is that very few of the young Irish and 
the young Welsh and the young Germans are found in the mines, and these for- 
eign classes have come in and taken their place to a very great extent; and it is 
not a very desirable change. 

Q. Is it not true that this foreign element has been brought in by reason of 
strikes among the original miners and the sons of the original miners?— A. No; I 
do not think there have ever been any men imported into the anthracite coal field. 

Q. We have it in testimony that the first firm to import foreign labor was that of 
Coxe Brothers.— A. I have heard that statement. I have looked it up, and I find 
there is not one word of truth in it, absolutely none. There is a little peculiarity 
about it. A Hungarian comes to Drifton, and he goes to worlc, and he does very 
well, very much better than he ever dreamed of doing in the old country, and he 
immediately writes to his friends, and they come straight to Drifton. There was 
another colliery up on the Pennsylvania road above Shamokin, Hickory Ridge, 
and they came there in droves. They did not know any other place in America 
but Hickory Ridge. That is the way they come, in schools and droves. I mean 
that is the way they started, because now they have friends scattered everywhere 
all over both bituminous and anthracite regions. 

Q. It is substantially true that the older miners have been very largely sup- 
planted by the Hungarian and Polish miners?— A. Very largely so; very largely 
so. I think we have a larger percentage of the old miners than any other col- 
lieries in that region, for the reason that wo have given them better conditions. 
We have better houses. For years we had a hospital where they were attended 
carefully, free of charge, until the State built a hospital at Hazelton, when ours 
was abandoned. They have had exceptionally good treatment in many respects. 

Q. (By Mr. Kennedy.) T would like to ask whether these Poles and Hungarians 
show a disposition to become American citizens and to remain in this country?— 
A. Not very largely. Both political parties look after getting them naturalized, 
when it comes near election time, a little too close for the public good; but even if 
they do get naturalized, when a strike occurs they will go back. Last fall they 
went home in droves, saying they would come back when the strike was over. 
They get enough money to make them independent over there. 

Q. fVom the point of view of making them citizens, they are not as desirable as 
those who come from the British Isles?— A. I think the Polanders make good citi- 
zens. Some of the young Polanders are very bright fellows, and some of the other 
nationalities will doubtless make good citizens. 

Q. (By Mr. Ripi.ky.) You mention Polanders; are they not Polish Jews?— A. 
No; I mean regular Polanders. 

Q. (By Mr. Phillips.) Is there some additional statement that you would like 
to make?— A. About the only statement I wish to add in reference to the anthra- 
cite coal trade is, that the production is a good deal in excess of the market. That 
IS a condition that has existed for agood many years past. We have a capacity of 
say 1)0,000,000 tons, and a market for 45,000,000 tons now. That has been one of 
the difficulties in maintaining uniform market conditions. 

(Testimony closed.) 


Washington, D. C., April 16, 1901, 

TESTIMONY OF H£. JOSEPH S. HARRIS, 

Former president Heading Company. 

The commission met at 2.50 p. m., Vice-Chairman Phillips presiding. At that 
time Mr. Joseph S. Harris, former president Reading Company, appeared as a 
witness, and, being duly sworn, testified as follows; 

Q. (By Mr. Ripley.) Will you state your full name, address, and occupation?— 
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A. Joseph S. Harris, Reading Terminal, Philadelphia. As to my occupation, I am 
at present not in business. 

Q. How long were you president of the Reading Company?— A. Nearly 8 years. 

Q. And what was the nature of your occupation and your profession before 
that time?— A. I am an engineer. 

O. And your official position recently?— A. I was president of the Lehigh Coal 
and Navigation Company for 11 years. I was also receiver of the Central Rail- 
road of Now Jersey during that time and afterwards vice-president of the Central 
Railroad of New Jersey. 

Q. Will you state the relation at present existing between the Reading Com- 
pany and the various operating companies through which it acts.— A. The Phila- 
delphia and Reading Coal and Iron Company owns a large body of anthracite 
lands; the Philadelphia and Reading Railway Company owns, leases, and controls 
a largo mileage of railroad; the Reading Company owns the stock of these roads— 
the stock of the railroad company, and the stock of the (yoal and Iron company. 

Q. The Reading Company, then, is a finance corporation primarily?— A. I do 
not know that you could accurately call it that. 

Q. (interrupting.) I will ask the question in another way. Is the volume of 
bonds and stoclcs issued by the Reading Company ecpial in amount to the aggre- 
gate bonds and stocks of the other two companies you have mentioned?— A. No. 
The chief obligation of the Reading Company is the general mortgage. That is 
secured by the properties it holds in these other companies. These other com- 
panies have a large volume of obligations of their own. 

Q. Independent of the Reading Company?— A. Yes. You see the Philadelphia 
and Reading Railway Company is the successor of the Philadelphia and Reading 
Railroad Company, which had a large volume of securities of various grades. 
The Coal and Iron company was also a corporation that existed long before the 
reorganization of 1890 and hud its own obligations. The Reading Company in its 
present form has only existed since 1890, and the general mortgage, which is the 
chief security issued by the Reading Company, took up the old general mortgage, 
which was based on the property of the Railroad Company, and of the Coal and 
Iron company. That is its chief obligation, and there was, as I say, a large vol- 
ume of obligations of the subsidiary companies. The Atlantic City Railroad, the 
Central Railroad ol New Jersey, and many others of them, the East Pennsyl- 
vania Railroad, for instance, have their own obligations. 

Q. Is the aggregate volume of stock and bonds of the Reading Company equal 
to the aggregate amount of the stock and bonds of the companies of which it is 
composed?— A. No. 

Q. Is it larger or smaller?— A. I suppose the stock .and bonds are each larger. 

O. Can you give a rough indication of the amount?- A. No; because I have 
really no idea what the volume of the bonds of the subsidiary companies is. 

Q. Can you state the relation between the bonds and stocks of the Reading Com- 
pany constituted in 1896 and of the bonds and stocks of the railroad company 
which it superseded, in round numbers?— A. No; I could not tell you at all. 

Q. That will appear from the annual reports?— A. Yes; it will appear from the 
annual reports. I could not even make an approximate answer. 

Q. (By Mr. Farquhar.) How much greater was the second general mortgage 
of the Reading Company than the first general mortgage that was taken out?— A. 
I do not really know: I do not remember. I do not n-member how great the gen- 
eral mortgage before was. There are many (luestions which the commission may 
ask me as to figures which 1 shall not be able to answer, because I am careful 
about what I say about such matters, and do not attempt to hold them in my 
memory, always having them to refer to when in my office. 

Q. (By Mr. Ripley.) Are the stocks and the bonds of the Philadelphia and 
Reading Railroad Company still in existence?— A. No. 

Q. What is the approximate value of the stock and the bonds of the Reading 
Company?- A. The Reading Company has $28,000,000 of first preferred stock, 
$42,000,000 of second preferred stock, and $70,000,001) of common stock. 

Q. Are there not in addition a certain amount of general mortgage bonds?— A. 
Yes. . 

Q. Do you recall the figures?- A. That figure is changing; there is at present 
somewhere about $03,000,000. Under the plan of reorganization, additional gen- 
eral mortgage bonds can be issued until $20,000,000 are issued, to come out at the 
maximum amount of $1,500,000 a year. My impression is that when the maxi- 
mum amount is issued there will be $13.'), 000,000, but this includes a number of 
bonds 08 prior liens which have not matured. 

Q. Adding up the totals which you have stated, I find the figure to be approxi- 
mately $250,000,000 of stock and bonds?— A. Yes. 



698 INDUSTRIAL COMMISSION I — TRANSPORTATION. 

Q. How would that compare with the volume of stock and bonds of the com- 
panies superseded by the Reading Company?— A. I do not really know what the 
stock and bonds of those companies amounted to. 

Q. It was considerably in excess of that figure, was it not?— A. I should sup- 
pose so, yes; I do not remember what it was. 

Q. In excess by an amount perhaps as large as $.50,000,000 of stocks and bonds?— 
A, I do not know whether it is or not. The matter is all accessible in the com- 
pany’s reports. The bonds I should say were about $80,000,000 in excess, but as to 
the stock 1 do not know. I came into the Reading originally as one of the receiv- 
ers, and it was placed in the receiver s hands before I became president, so that 
many of those details of the old company did not impress themselves on my mind 
particularly, as I did not make the plan of the reorganization. 

Q. Will you state the causes which led to the reorganization of 1896?— -A. It was 
the setting ot the Reading companies on their feet again after bankruptcy. 

Q. What was the cause of bankruptcy?— A. They did not have money enough 
to pay their debts. 

Q. Can you describe a little more in detail?— A. It seems to me that is actually 
what the trouble was. They did not have money enough to pay their interest. 
They went into bankruptcy. They were idaced in the receiver’s hands on a suit 
of one of their creditors. 

Q. Do I understand you to say that after the reorganization which followed the 
volume of the indebtedness, stock, and bonds was increased?— A. Yes. 

Q. That would seem to require an explanation?— A. The explanation is a very 
simple one. You can not put a company into bankruptcy because it does not pay 
dividends on the stock, but you may if it does not pay interest on its bonds. 

Q. The change, then, which principally took place in 1896, was a change in the 
volume of the company’s charges’?— A. Yea. 

Q. And will you state the object of that, or what the relation of the decrease of 
the volume of the company’s charges was, and the increase in the amount of 
stock. The point I would like to bring out before the commission is this— what 
the effect of the reorganization of 1896 was upon the volume of securities, and 
what the capitalization upon it was, the earnings that are now made and were 
made?— A. 1 can not answer that question except vaguely. You see you are ask- 
ing me to testify in regard to a great many questions upon which my testimony 
would not be worth anything at all unless it was accurate. I can only say that the 
effect in connection with that reorganization was to lessen the fixed charges, and 
it did start after the reorganization at less fixed charges than it had before, but 
as to how much less I would be simply guessing. The figures are not m my 
memory at all. I think 1 should fairly say, iierhaps, that my labors have been 
mainly in relation to the business of the coraitany, and the nnances were taken 
care of by the bankers’ who undertook the reorganization. If I had planned the 
reorganization I probably should have the figures more definitely in my mind. 

Q. Complaint is made that the rates for transportation of hard coal are unduly 
hi^ as compared with rates upon soft coal and other commodities. Will you 
state what relation, if any, exists in practice between capitalization and the 
rates charged? In other words, does the increase in the volume of securities, 
which, as you have said, took place in 1896, necessarily involve upon the public 
higher rates for the transpoitation of the product?— A. Directly there is no con- 
nection. The rate.s are made on the commodities by the ireight agents, and the 
main thing that actuates them in making rates is the rates of their competitors. 

Q. Are there any competitors in the case of the anthracite coal carrying roads 
at the present time, or do they in general work in harmony?— A They are work- 
ing in substantial harmony, but not in exact harmony. For instance, in the case 
of the Pennsylvania Railroad, its relation to its competitors in the anthracite coal 
business does not differ, so far as 1 know, from the relation to its competitors in 
the' merchandise business. 

Q. Is that ti;ue of other railroads, however, such as the New York, Ontario and 
Western?— A. I should say yes. with the New York, Ontario and Western. The 
New York, Ontario and Western is one of the more lately formed roads, andnever 
has worked in particular harmony with the other interests. 

Q. Will you make a statement respecting the general proportion# of the total 
output controlled by the different roads? What is the proportion of the Phila- 
delphia and Reading Company of the total tonnage; the share of the output that 
it 8nips?~A. It ships about 20 per cent of the total. 

Q. Do you include in that the shipments over the Central Railroad of New 
Jersey?— A. No. 

Q. That i.s about how much more?— A. That, I think, is about 12 per cent. 

Q. Those two roads, however, are now one and the same for all practical pur- 
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poses, are they not?— A. The Reading Company owns the majority of the stock of 
the Central Railroad. 

Q. Tile policy of that road, then, may be dictated by the Philadelphia and Read- 
ing Company?— A. Yes. 

Q. But would a small proportion of the annual shipment be able to disturb the 
rate situation?— A. Yes. It would disturb it in this way, doubtless: A very small 
proportion might be ignored, but a considerable proportion, if it were sold 
in Boston, for instance, at a much lower rate than the other parties were selling, 
would of course affect the previous rate. 

Q. A statement has been punlicly made in the press and also before this com- 
mission that somewhat over 90 per cent of the anthracite coal tonnage shipped 
is controlled practically by a combination of interests, either absolute ownership 
or community of interest, and that a small proportion, perhaps from 6 to 7 per 
cent, is not so controlled. Would that 0 or 7 per cent be able to disturb the price 
of coal or the rates charged? -A. I do not know that the statement is accurate. 
The Pennsylvania Railroad certainly, with about 12 per cent, would have to be 
considered an outsider. I should think the Delaware and Hudson would, with 
about as much coal; New York, Ontario and Western with about 4 per cent; the 
Coxe interests, with about 4 per cent, are not in any way closely affiliated with the 
others; Coxe's is an entirely independent ownership. 

Q. Are you aware of any desire on the part of the railroad companies to har- 
monize their interests in this way?— A. Undoubtedly. 

Q. Will you state what certain advantages and disadvantages would follow from 
such a policy?— A. 1 think your question is a little too large. Be a little more 
definite. 

Q. Will there be any economy in operation incident upon such a consolidation 
or harmony of interest? Can coal be mined more cheaply and put upon the market 
more cheaply at a saving to the consumer, if this consolidation takes place or this 
harmony of interest is attained?— A. I suppo-e so, yes. I suppose, for one thing, 
the cost of marketing it might be very much decreased. 

Q. Would that follow unless common agencies for distribution at terminal 
points were constituted?— A. That would be one way ot doing it. The way in 
which an economy would be made would be by the elimination of a great number 
of middlemen— men who are interested as commission merchants. It would prob- 
ably eliminate the ( ommission merchant to a great extent, and put the business in 
the hands of direct agents of the several companies. That would make a notice- 
able economy. 

Q. Would that not make it necessary that those agents should act as a unit?— 
A. Not necessarily. They never have so acted. They are just like the freight 
agents of the country. Their interest is to act together, but they don't do so. 

Q. Great difficulty has been experienced in the past, has there not, from cut- 
throat competition of one coal road with another?— A. Yes; competition has gone 
in many cases beyond tho point where it was wise or to anybody s interest— either 
the interest of the producer or the consumer, or the carrier— as it has in the general 
freight business or tho country. 

C^. Are there any factors, however, peculiar to the anthracite coal industry 
which would make such a combination or consolidation of interests more desira- 
ble from the point of view of operation than in the case of general railroad busi- 
ness?— A. It does not occur to me at the moment how the anthracite business 
differs from any other interest in that respect. 

Q. (By Mr. Phillips.) Was or was not an effort put forth lately to control the 
anthracite output, both as to mining and shipping?— A. Control in what way? 
What do you mean by control? 

Q. Such control that there would be no cut in freight rates.— A. I have to ask 
these questions because there is a very ^eat amount of vague talk in the papers, 
and we will have to get down to closer lines before I can answer intelligently. I 
do not really know exactly what you have in your mind about control. 

Q. The anthracite coal field is limited in extent?— A, Yes. 

0. And there are only certain railroads that run into that field?— A. Yes. 

9 . Heretofore there has been a very considerable cut in freight rates. Now, by 
this harmony of interests have they advanced the rate?— A. There has not been a 
considerable cut in freight rates in any of the recent years. Freight rates have 
been very fairly maintained. 

Q. Then what relation do present freight rates bear to the rates prior to this 
consolidation of roads?— A. Freight rates on the whole have gone down in the last 
6 or 8 years. They are consideraoly lower to-day than they were 6 or 8 years ago. 

Q. (By Mr. Ripley.) Are you speaking of the average rates, or are you Brak- 
ing of the rates of hard coal transported by the Reading Company?— A. 1 am 



600 


INDUSTRIAL COMMISSION : — TRANSPORTATION. 


speaking of the rates on hard coal. That is what we are talking about, I under- 
aiand. The general rate on hard coal from the mines to tide water a few years 
ago for 8ome years was about $1.70. It is considerably lower now. 

Q. Can you state the specific figure at the present time?— A. I should say prob- 
ably $1.30. It varies very much. 

O. (By Mr. Litchman.) Why not get the price of coal at the mine and at tide 
water, showing relation the freight has to the price of coal. 

Q. (By Mr. Ripley.) Will you make a statement respecting those points, 
the price of coal on the properties of the Reading Company at the mine mouth as 
charged to the railroad and at tide water at the present time?— A. The Coal and 
Iron Company does not sell its coal to the railroad company. It does not put its 
coal at the mine to the railroad company at any price. It delivers its coal to the 
railroad company for transportation, and sells the coal itself when it gets to desti- 
nation. 

Q. Do the other railroads stand in the same relation to the railroads which serve 
them as the individual operators do?— A. In some cases, yes; and in some cases, no. 
There are still in the Reading territory operators who mine their coal and put it 
aboard cars and sell it when it gets to destination themselves. They stand in rela- 
lation to the railroad company just as the Coal and Iron Company does. There 
are other operators who sell their coal to the railroad company at the colliery. 

Q. A greater proportion of them, however, sell at collieries to the railroads, do 
they not?— A. A greater proportion in the other regions do; yes. 1 do not really 
know whether the volume of coal that is transported by us for private operators 
is or is not greater than that of coal bought by us at the collieries from private 
operators. 

O. The amount produced by independent collieries in your territory is exceed- 
in^y small, is it not?— A. Not exceedingly small. 1 should say perhaps a million 
tons. 

Q. Out of a total of how many?— A. Out of a total of 8,000,000 or 9.000,000 tons. 

In other words, practically one-eighth of your tonnage shipped is produced 
by independent collieries?— A. I should say so; perhaps more. 

S , Do I understand that you mean that the company has no interest in those 
ieries, no agreements, no financial relation?— A. In some cases absolutely none. 
In some cases they have some. For instance, I have in my mind a colliery in the 
Hecksherville district which started by leasing ground from private parties. When 
they got to the boundaries of that territory, they came to the Coal and Iron Com- 
pany and asked for leave to run into our territory. They offered in return for that 
privilege that they would let the Coal and Iron Company run into their territory; 
so things became quite mixed up there. The limits of the mines and the way in 
which they are worWl depend very largely on the geological conditions. That they 
should mine certain coal on our property and we some on their property was 
found to be economical for the general interests, both theirs and ours. That is the 
way they started originally. W e had absolutely no interest whatever, and neither 
the Coal and Iron Company nor the railroad company had any interest originally 
in that coal except in the transportation to the tide, ' As time has gone on that 
relationship has changed some, and the Coal and Iron Company has some interest 
as it gets a royalty on the coal mined from its property. 

Q. In the case of the properties of individual operators in your territory, what 
rate do you charge per ton for transportation t > tide water?— A. There are several 
rates; one is the rateto Philadelphia tide and the other rate to New York tide. 

Q. Will you make a statement in either or both cases?— A. I really can not tell 
what the figures are; I do not remember. 

Q. Are these accessible?— A. Yes; they are published whenever there is a 
change in freight rates. 

Q. Can you state approximately what the amount is? — A. Well, I should say to 
New York tide it is somewhere about $1.30 a ton; to Philadelphia tide it is prob- 
ably something less. 

S . Do I understand you to say that in the case of coal mined by the Philadelphia 
Reading Coal and Iron Company that that coal is transported by the railway 
company as the property of the coal company?— A. Yes. 

Q. Do you charge in accounting the same rate upon coal which is transported 
for that coal company as you charge the individual operators —A. Abso ntely. 

Q. There is no discrimination whatever?— A. None whatever in any way, shape, 
or form: absolute y the same. 

Q. Has that been the rule ever since the reorganization of the Reading Com- 
pany in 1896?— A. Yes; ami before. That has always been the rule. 

Q. Complaint has been mnde at various times and voiced in the Am hracite Coal 
Operators’ Association n ar. et letter that < iscrimination against the individual 
operator and in iavor of the coal ciun antes is made.— A. That has not been true 
in regard to the Coal and Iron Company. 
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Q. Such discrimination does not exist in your company?— A. Absolutely not. I 
can not make that assertion too strong or too plain from the beginning. There is 
another thing that is sometimes charged, that the Reading railroad companies are 
absolutely free trom. It is charged that there has been disdiminatlon in the dis- 
tribufion of cars, that one party would get a larger proportion of cars than another 
one. In the Reading district the method of apportioning cars is this: There is a 
subordinate officer of the railroad company whose duty it is to visit every colliery 
and ascertain its productive capacity. He finds that one colliery can produce 50, 
another 4().ahd still another :')0 cars daily. He goes to everybody shipping coal 
over the Reading lines and estimates the amount which each one can produce. 
The sum of these makes an aggregate and whatever cars there are to distribute 
are distributed on that basis. That has been done so accurately and .so thoroughly 
in all past years that you can not find anybody, any private oiierator or official in 
the Reading division that would not tell you that has always been done equitably. 
So they have no reason to complain. I know something about the Reading’s 
affairs for dO years, and know that in many respects the Reading Company’s 
record is above reproai h. It is absolutely fair. 

Do I understand you by that to imply that if the individual operator was to 
try to increase his output the railroad company has no objection?— A, The plan 
work.s in this way: Suppose a man’s colliery rating, as it is called, has been 50 cars 
a day. He goes to this colliery inspector and says, “ I have done so and so; my 
capacity is about (50 cars a day.” The man goes and examines his collieries, and if 
he finds d is so ho is put down at (50 cars a day. 

And if that operator desired to increase his plant and to double his output 
he 18 perfectly free to do so’?— A. Absolutely. Nobody has ever had anything to 
say to him about that at all. 

Q. Is the Reading Company free at the present time in a similar way to increase 
the output as it pleases irrespective of the action of other roads? — A. Yes. Let 
me amplify that statement a litth*. No company ever criticises another as to what it 
does about its collieries. It can have fewer or more collieries as it pleases. Nobody 
says anything to me if I choose to double the output of the colliery. That is 
nobody s business. 

(^. 1 find in Bradstreet’s of 1805 a statement to the effect that a great deal of 
difficulty in the anthracite coal trade has been encountered by the constant desire of 
the Re uling ( lorniiany to increase its allotment. Are you aware of any such desire 
on the ])art of the company?— A. If it has such a desire it has not shown any indica- 
tion of it. This should fairly be said: I think it is true that the Reading (’om- 

g iiny is the only one of the large companies that is entirely controlled about 
hiladelphia or has been in th<^ past. It has no special representation in New 
York, and on the princiiffo that the absent is in the wrong, a great many of the 
evils of the coal trade have been charged to the Philadelphia and Reading Coal 
and Iron (Jornpany. Now, the Philadelphia and Reading Coal and Iron Company 
has taken no measures that I know of to justity any such criticism as that at all; 
that is another idle story. 

C^. It. however, has resources undeveloped greater than those of any other com- 
pany? — A. It has greater re.sources than any other company; yes. but it is not 
correct to say that it alone has undeveloped resources. There are a number of 
the other comp;inies that have undeveloped resources. 

Q. It has, however, a proportionately larger undeveloped amount?— A. Yes. 

(J. Would or would it not, then, be a strong temptation to that company, espe- 
cially would It not have been in the past when it has been in financial straits, to 
increase its output, to take a reduction of prices, perhaps, m order to gain a mar- 
ket? -A. If there has been such a temptation it has be *n virtuous enough to resist 
it. The output of the Reading Company to-day is not proportionately larger than 
it was 20 years ago. 

Q. What is the proportion at the jiresent time?— A. About 20 per cent. 

(J. Was it not larger U) years ago than to-day?— A. No; not larger 10 years 
ago. It was larger many years ago, but 10 years ago it was about the same. It 
has not varied very much in 10 or 15 years. The proportion was larger many 
years ago because the Reading territory was developed earlier than the others. 
There was a time when it had half of all the output, and while it has gone on 
growing it has not grown as fast as the others. You see, there are several reasons 
for that. One of them was that the Reading in the old days practically only had 
access to ihi 3 markets of the East, whereas the other companies had access to the 
mar ers oL New York State and Western States. That is not now true as to 
Reailing, but it was so for a good many years. 

(^. ( By Mr. Kennedy. ) I want to ask abo it what the market takes. I under- 
stand it takes about 50,000,000 tons a year.— A. It never has taken quite 50,000,000. 
I think the largest output was 46,500.000. 

Q. I read a statement that it was 49,000,000 last year.— A. There are several 
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ways of making that up. Probably the statement you saw included the coal that 
was burned at the mines. 1 am (juite sure that 46,500,000 was the output of 1895, 
and that was for some years the record year. It may have been a little more last 
year; I do not remember; but it baa never reached 50,000,000 shipped from the 
mines. ^ 

Q. I want to ask if the Reading could not if it chose to work its coal lands to 
the full extent supply the entire output now?— A. By no means. The best proof 
that it could not is that we never have shipped, even in October, when all com- 
panies ship to the limit of their capacity, much more than a million tons in a 
month. A million tons a month would mean we could not ship over 10,0U0,000 in 
a year: so you see we would not have more than one-fifth of the output; that is 
the limit of our C(dlierieB. 

Q. I am not speaking about collieries; I am speaking of reserve coal lands.— A. 
There is no telling what we could do there. We could ship more coal if we could 
go on and develop the whole of our region, but it costs to develop a first-class 
colliery now anywhere from .$800,000 to $700,000. 

Q. Don't you rei'ognize that you have a certain percentage of the market and 
that you are not to exceed that percentage, so as not to encroach upon the supply 
that the other roads may take to the market?— A. Yes. 

Q. (By Mr. Farquhar. ) What is the policy of your company in respect to your 
reserve fields? Is it that instead of present developments there is an advantage in 
holding as against the ultimate market or a condition that may insure better prices 
for coal?— A. I think you might consider coal as analogous to anything else. For 
instance, copper. You may have a very large tract ot copper lands. You might 
be asked why you did not make more output, and you would say that you had to 
be governed somewhat by the cost of developing and somewhat by the amount 
you could sell. If we were to attempt to add 50 per cent to our output, it would 
take us, I suppose, H or 10 years andpo.ssibly require the expenditure of $5,000,000 
to reacli that point, and by doing so we would disturb the market, so that wo 
would lose money on that advance. There are a groat many conditions, as in all 
lines of liusiness: you have to keep fitting your action to the condition of your 
business in coal as in other lines. 

C^. Is the field for the consumption of your products circumscribed?— A. Yes; 
circumscribed by the price. We send some coal around the Great Lakes and to 
some distance beyond the Great Lakes, because lake transportation is very cheap; 
but I do not know what proportion of the whole output. The anthracite com- 
panies, I imagine, do not sell more than 5 per cent of coal to the Great Lakes of the 
country and cities tributary to them, because it is a lancy article there— a luxury. 

Q. It the owners of the mines transported 10 percent more in the market, would 
the price go down?— A. Yes. 

Q. What is the competition in respect to natural gas. electricity, and bituminous 
com? Are you circumscribed by them also?— A. Yes; by natural gas largely, by 
bituminous still more largely; by electricity 1 .should say not much, because elec- 
tricity is a product, you might say, of the second order. You have to burn coal 
to produce electricity. 

6. Your iiroposition as to the analogous condition of the mines, a copper mine 
and coal, is similar to conditions usually confronted in the West, that a mm will 
produce, say, 2,000,000 year in and year out for a continuous time, making a divi- 
dend of 10, 12, 14, or 16 per cent, and the stockholders are satisfied with the 
profit. Would you say that in your output of coal the Reading is satisfied with 
its profit, with its division of the output? —A. Yes; as to the division of the output, 
that point has been reached after many years of conflict. We have been fighting 
over that question for 80 years. It is very curious that whether wo have been 
working in reasonable harmony or alisolutely out of harmony, the proportion we 
take amounts to about the same thing. It varies ve y little. Each company .has 
certain natural advantages. The companies in one of the regions have a natural 
advantage over the others with respect to shipments to New York State. We, of 
course, have a natural advantage in Philadelphia. Nearly 25 years ago we got 
to a state that almost bankrupted everybody. The proportion each of us took did 
not differ materially. There was about ttie same proportion mined by each. 
Again we find that certain people like certain coals. The coals burn differently, 
and you can not change this preference any more than you can change the brand 
of flour they prefer to buy. One set of people like one brand of flour; another 
set of people another. It was true to a sm^lar extent, that whether we were 
fighting or were not fighting, each company had pretty nearly the same propor- 
tion of output. 

Q. (By Mr. Ripley.) Did that proportion bold pretty constantly dunng the 
war of rates and prices which followed the resignation of Mr, McLeod from the 
presidency in 1893?— A. Yes; pretty closely. 
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Q. So that allotment of the different roads, so called, remained pretty nearly 
constant, whether the price is high or low? — A. The amount of coal that the sev- 
eral companies transport amounts to about the same whether the rates are higher 
or lower. You will tind that to be true by looking back over the statistics. I do 
not believe any company went at any time 2 per cent away from the amount that 
was ordinarily shipped. 

Q. New companies are, however, coming into the field all the time, are they not; 
referring, for instance, to the New York, Ontario and Western?— A. Yes; but the 
New York, Ontario and Western has simply taken the output of some one else; 
it has not developed any new coal, to speak of. This is what has happened. Pos- 
sibly the Delaware. Lackawanna and Western, and some other railroads, formerly 
mined some coal which the New York, Ontario and Western has now taken. 
They have opened no new fields; they simply bought collieries that had been 
shipping on some other road. 

Q. Was there not some apprehension that the construction of an independent 
line to tide water within the last year— I refer to the Erie and Wyoming Valley— 
would disturb rates and prices?— A. Yes. 

Q. The amount it could have shipped would have been proportionately small, 
would it not?— A. I suppose it could possibly have secured 7 per cent, or some- 
thing of that sort— some three million tons. 

Q. (By Mr. Kennedy.) If your company were to operate upon the old lines of 
competition to get out as much as you can, and get as much of the market as you 
can, the price of coal would be cheaper to the consumer, would it not?— A. Prob- 
ably; yes. 

Q. (By Mr. Ripley.) Is not the price somewhat above the average this year— 
considerably above the average?— A. Somewhat above the average of prices for 
the preceding year. 

Q. What 18 the price at the present time of, let us say, any of the standard pre- 
pared sizes of your coal?— A. I can not tell you. 1 think it is $4 a ton in New 
York. 

C^. Is not that about 50 cents a ton higher than it was last year?— A. No; I think 
it is the same price. 

(^. Is it not higher than it was previous to the strike last fall?— A. I think not; 
I think it is the same iirice that it was this time last year. It is 50 cents lower 
than it was a month ago. 

Is that not, however, the usual reduction at this season of the year?— A. Yes. 

(J. The fair comparison would be, then, April of this year with April a year 
ago?— A. I think the price is the same. 

(2. It has been testified before this commission that the price is appreciably 
higher. Of course that is a matter of public knowledge?— A. Absolutely: yes. I 
think the price is the same as it was this time last year. I think the price is the 
same as it was after the drop made in the spring. 

Q. The point 1 would like to bring out is this: Would an increase in the price, 
supposing that it took place to the amount of 50 cents a ton, correspondingly 
increase the net receipts of the company.-' That is to say, is it financially to the 
advantage of these companies acting in harmony to put the prices up?— A. I 
should say not. and I should say that that is very generally understood by the 
companies. If the anthracite producers controlled the coal market of this country 
it would undoubtedly be to their advantage to have prices advanced, but it is 
bituminous coal that controls the coal market of the country, and we know per- 
fectly well that by putting the price up we should limit the market. 1 do not 
understand there is any disposition to put the price above what it was during 
last winter. 

C^. It has been as high as it is to-day a number of times in April in past years?— 
A. Yes; and higher. 

Q. In your judgment would an increase of price above the present figure, how- 
ever, operate disadvantageously to the companies?— A, Yes; and that is the gen- 
eral judgment of the companies, I understand. They do not think it would be 
wise to put the prices higher. 

Q. (By Mr. Phillips.) Btill you admit if there were free competition and no 
combine, prices would be lower?— A. Prices would be lower, and we would all be in 
bankruptcy probably. 

Q. (By Mr. Ripley.) Is the price made by joint action of all the railroad com- 
panies?— A. No. 

Q. Who makes the price of coal to-day?— A. It is made by the general supply; 
and by conference among the selling agents of the coal companies. 

Q. It has been testified by at least two witnesses in the coal industry that a 
circular letter is sent around each year by the Reading Company stating the price 
which it will make for that season, and that that price is acquiesced in by the other 
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companies?— A. The Reading Company doesisftne and always has issued a circular 

of prices at which it sells coal. Whether that price is acquiesced in or not by 
others fa a matter entirely for the companies themselves to say. Sometimes it is 
and sometimes it is not. 

Q. Do you mean to say that if it were not acquiesced in, that if other companies 
sold at 10 or 15 cents below the figure that you fix in your circular prices, you 
would still adhere to your prices?— A. That would be a matter for the exercise of 
.judgment. In many cases we enjoy this difference because some of our coals sell 
more readily and in some places we liave an advantaije. I do not suppose there 
has ever been a year that we did not for a considerable time vary from the prices. 
Some companies’ coal is not as ri'adily salable. 

Q. (By Mr. Litchman.) Is that more true at competing points’^— A. Yes; we 
have ourselves conls that sell at 75 cents or §1 more than other of our coals, as 
yon can see on any of our circulars. 

Q. (By Mr. Kknnedy.) A president of one of the large coal roads testified that 
as a rule his company follows the ])rice8 fixed in this circular of yours. I would 
like to ask if it is not your understanding, as well as that of others, before you 
send the circular out, that they shall follow the prices you maker— A. No. If he 
testified he did it I have no doubt it is true. We make our price and send out the 
circular, but they frequently do not follow the price. 

C^. As a rule do they not follow it?— A. They fre(iuently do, but it is a matter 
entirely of their own volition. We do not do anything to make them do so. We 
fix a price at which we think we can sell our coal. Now. last year there were 
several cases where people did not follow our prices. They were not satisfied that 
that was the right price, and they did not do what we did. 

Q. (By Mr. Ripley.) Has there been any absorption of any individual coal 
operators in the territory served by your company during the last year or two? 
Have purchases of collieries been made?— A. No. 

Q, The map upon the wall, showing by colors the location of the different coal 
properties, was prepared by Mr. Griffiths from plans published in the Bond 
Record. Does it represent the situation at tlie present time? In other words, 
have any considerable changes taken jilace since 189.’) and as to the ownership 
of coal properties?— A. Not in our region; no. We have bought little pieces of 
coal land, 50 to 100, 300 acres— little pieces outlying here and there— but I do not 
think there has been a single large purchase of coal land made in the last 8 years 
by the Reading Company, 

Q. (By Mr. Kennedy.) Mr. McLeod had bought about all there was insight 
up to that time?— A. Mr. McLeod did not purcTiase any coal lands. They were 
all bought by Mr. Gowen. 

Q. Mr. Gowen, I mean. 

( 5 . (By Mr. Ripi.ey.) There were quite a number of purchases made, too, by Mr, 
McLeod?— A. No, I think not. 

Q. You think not? — A. I think not. I do not recall any purchases made by Mr. 
McLeod. 


Q. (By Mr. Litchman.) The claim has been made that the bankruptcy of the 
Reading Railroad was due to the fact that it had bought out a lot of coal lands in 
anticipation of future needs, and therefore loaded itself down beyond its capacity 
to carry. Have you anything to say on that point?— A. Yes; 1 should say that 
was a fair statement. Those purchases were made mostly from 1870 to 1875, 1 
should say, by Mr. Gowen, and I think Mr. Gowen did push that policy too far. 

Q. Was it the policy of the road to charge a certain portion of expense to those 
purchases to meet the cost of carriage?- A. I do not quite understand your 
question. 

Q. It is charged that a certain portion of the expense of the road is due to the 
cost of investment in these unproductive lands bought in anticipation of future 
needs. Is there any such thing as that?— A. No; there is not. 


Q. (By Mr. Ripley.) What pays the interest?—A. On the coal and iron company? 
Q. No; on the new lands? — A. There are no interest charges specifically based 
on the new lands. 


Q. As I understand Mr. Litchman’s question, it is whether the expenditures for 
interest and for taxes, etc., are not a charge upon present earnings, and whetW 
they do not help to fix the price of coal higher than it would otherwise be?— A. I 
think not. I am not sure that I yet quite understand your question. What the coal 
and iron company does is this: It mines its coal, puts it on cars, sells it when it 
gets to its destination, pays the railroad company the same rate that anybody else 
pays for carrying it, and out of its net earnings arising therefrom it pays its cost 
of mining and its interest. There is no mixing up of the finances of the two 
companies. 

Q. But is not the expenditure made for those coal lands still an important fac- 
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tor in the total value of stocks and bonds out?— A. I think I can put that ques- 
tion possibly a little more plainly. If you ask me if the Reading Coal and Iron 
(Company had not expended any money for coal lands whether it would have less 
interest charges, I should say, certainly. 

Q. (By Mr. Litchman. ) Well, then, is it not true that an interest charge is paid 
for this land that was bought in anticipation of future use? Is it not true that 
that is a charge upon the Reading company at the present time? — A. Undoubtedly; 
the interest on the purchases is still a charge. 

Q. And the taxes on this land that is held also are a charge?— A. Undoubtedly. 

Q. Then if that charge were eliminated it would enable the Beading, on the 
same earning capacity, to pay a higher rate of dividend on the stock?— A. And simi- 
larly if it had not built its railroads, the railroads would not have cost anything 
and the company would have paid more on its stock. All railroads are built in 
anticipation of use. and to develop business. 

Q. Is that a fair comparison with the purchase of the lands?— A. I should say 
that the purchases of the lands went further ahead of jiresent needs than the build- 
ing of the railroads. Those are matters which, of course, lie in individual judg- 
ment. Doubtless Mr. Gowen did what he thought was best for the interests of 
the company. In some respects he may have bought more coal lands than were 
necessary. I think, myself, that he did. 

(^). Understand that these ciuestious are not asked in criticism, but they are made 
because we thought you were in a position to give us information ox cathedra. — A. 
It can not be denied, of course; it is a perfectly patent thing that if fewer coal lands 
had been bought, or if they had been bought lor a less price, there would to-day 
be a smaller interest charge. There is no question about that. Similarly the 
Reading company and every other company that 1 know of made mistakes in 
building railroads. They built railroads in some places which did n )t turn out 
to be the best places, and which you would call more expensive than they might 
have been. 

Q. (By Mr. PiiiLLirs.) Is that charge, then, taken from the stockholders for 
carrying this debt?— A. Yes; un(iuestionabIy. That is, there is a certain amount 
of net earnings of the railroad company and the coal and iron company, and these 
interest charges necessarily come out of that amount. There is therefore less to 
pay the stockholders than if that sum did not come out. 

Q. (By Mr. Ripley.) The significance of this circumstance would be less, per- 
haps, if it were not for the fact that the charge is made by the coal companies 
that do not carry as large a reserve supply as does this one company?— A. There 
is nothing in that, absolutely nothing. 

Q. (By Mr. Litchman.) The significance is also greater when the claim is made 
that the bankruptcy of the Reading Railroad was caused by these lands? — A. That 
is unquestionably so. 

Q. (By Mr. Phillips.) Was the receivership caused by competition?— A. The 
two things came in. If there had not been so much competition there would have 
been more earnings and they might have been able to carry these loads. Of course, 
if you have half a dozen merchants doing business in town, the man who has 
loaded himself up with unwise investments is probably the one that will first go 
to ruin in time of competition. That comes in every business. The man who 
has no debts will last longer if his business is conducted wisely. 

Q. (By Mr. Ripley.) Have you an estimate of the amount of lands that are 
owned by the Reailing company, and how long the supply from those lands will 
last?— A. Yes; 1 have estimated it. I do not remember what it is. It has been 
published several times, but I do not recollect what the figures are. 

Q. (By Mr. Kennedy.) Two hundred years?— A. No; I should say not. I do not 
think the lands would hold out. I do not think at the present rate of production 
there will be very much left of the lands in a hundred years, and I think the out- 
put of anthracite has nearly reached its maximum, (Witness refers to map.) I 
doubt whether it ever reaches (»0, 000.000 tons a year, and the reason for that opin- 
ion is that about half the land in all this territory from Pittslou east has reached 
its limit of production, and 1 doubt whether it will ever produce more coal in any 
year than it does now. 

Q. (By Mr. Litchman.) Is any exploration being made to ascertain whether 
there is coal deeper than the coal that is being developed now?— A. Yes; the mines 
have been very thoroughly explored there. A good many of these properties are 
now working out— you will see in that report of Mr. Griffiths. Mr. Griffiths states, 
In regard to some of the companies there, that they only have a few years' coal left. 

Mr. Ripley. Nine years in one case. 

The Witness. There is a very great amount of coal in this part of the region 
(indicating the western part) . 

Mr. Litchman. In the western part of the field. 
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The Witness. And the reason of that is because it is deeper there. Here (indi- 
cating the eastern part) anybody could develop coal cheaply. Here (indicating 
another point on the map) in some cases they have to go down 3.000 or more feet. 

Mr. Ripley. In speaking of the conditions will you not kindly name the sec- 
tions by towns or districtsi* 

The Witness. The district which will soonest be exhausted is the eastern end of 
the Wyoming coal field, which is sometimes called the Lackawanna coal field. 
The western end of the Wyoming coal field will last much longer. The group of 
small basins known as the Lehigh region has passed its maximum production, and 
will not produce nearly as much as the other fields. I doubt whether the Mahanoy 
and Shamokin region will ever produce more than it is producing now. There 
are lands in the western end of the region which are not fully developed, and 
there are lands in the eastern end of it which are very nearly exhausted. Some 
of onr Beading colleries are exhausted, and some are approaching exhaustion. 
The Schuylkill region is the great reserve of coal. More than half of the coal in 
Pennsylvania is there. 

Q. (By Mr. Phillips.) You speak of mines being exhausted. Is that demon- 
strated by following the veins down to the bottom for the coal?— A. Yes. 

Q. Where it does not exist?— A. ‘Yes. 

Q. What is about the depth of the anthracite vein from the top?— A. That 
diners very greatly. In some cases you will enter the anthracite at the surface of 
the ground. In some case.s the basins will not be more than 100 or 200 feet deep; 
but about Pottsville, in the Schuylkill region, the bottom of the basin is supposed 
to be about 5,000 feet deep. It is sometimes charged, I think, that the Reading 
has not developed this region because it has been holding it back. The real reason 
is that this coal is deeper and it is more costly to mine, and therefore it could only 
be developed at a certain rate in comparison with the coals that were farther to 
the north— in the Wyoming region, for instance. In the Wyoming region the coal is 
very much less disturbed in its stratification and very much less interstreaked 
with slate. So marked is the difference in this respect that in some parts of the 
Schuylkill region it costs nearly as much to jirepare the coal after you get it to 
the breaker as it does to get the Wyoming coal out and prepare it. In the prop- 
erty of the Lehigh Coal and Navigation Company there is coal which is called 
Lehigh coal, notwithstanding it is in the eastern end of the Schuylkill region. 
That brings in another matter: In that region the coal is hard at the extreme 
eastern end. and it grows softer and softer as it goes toward the western end, until 
you get the Lykens Valley coal. At the extreme western end we reach a spot 
which belongs to the Pennsylvania Railroad. And in some of our own collieries 
at the eastern end it is extremely hard. But in the Lehigh Coal and Navigation 
Company's mines I estimated, when I was in charge of them, that wo had to raise 
to the surface about three tons of coal and about ten tons of water 1 rom an average 
depth of 600 feet, for every ton of coal wo sent to market. I have seen a whole 
train load of mining cars come out of the Lehigh Coal and Navigation Company’s 
mine, and you could stand and look into the cars and you would say there was 
nothing there but slate and dirty water. Nothing else wae to be seen. It is 
b^ause. for these reasons, coal is so much more costly to prepare in the Schuylkill 
region, that the development of that region has been retarded and the other regions 
have been gone into in advance of it. These drawbacks have had a disastrous 
effect upon some individuals. Since I have known the Schuylkill region there have 
been three sets of people, one from New York and one from Boston and one Irom 
Scranton, that have come into the Schuylkill region to buy up coal lands and make 
fortunes there, their theory being that the reason people could not make money 
mining in the Schuylkill region was because they were too dumb. But they have 
all gone home without their money. It is an entirely different proposition raining 
coal down there from what mining it in the Lehigh is. And it is proper to say 
that that is why the Reading company's task has been harder than that of some 
other companies. The cheap mining m the Wyoming region and by the Lehigh 
company ha.« been mostly done, and that is the reason why the Reading company 
can hold its own better than it could formerly. 

Q. (By Mr. Ripley.) In other words, the outlook is for a slightly increased 
cost in comparison with formerly?— A. Alwolutely. I should say that coal costs, 
perhaps, from 75 cents to a dollar more to mine to day than it did 20 or 30 years ago. 

Q. (By Mr. Litchman.) Before we pass Irom the element of cost, let me ask 
how much increase has there been in the cost of the labor of mining coal?— A. The 
cost of labor has varied very muc h at different times. Immediately after the civil 
war the cost of labor was very high. Twenty years ago the cost of labor was 
much lower than it is now. I mean to say the wages that were paid varied very 
greatly. I should say there had been a considerable increase in the cost of labor, 
and that partly for the reason that 30 years ago only the finest veins and the most 
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easily operated were mined. Now, a mined vein in some cases is not more than 
feet thick. There is a great deal more cost of labor in those thin veins than 
there is in the wide veins. For instance, in the Lehigh Coal and Navigation 
Company’s mines sometimes we would putashot into a mass of coal, and men would 
load out of that place for a couple of days without ever putting in any more pow- 
der, for that company has the thickest of all coal deposits. In the thin veins you 
have to be using powder all the time. The cream of the coal, as a general thing, 
has been mined. 

Q. (By Mr. Kennedy.) You say these conditions that you describe meant that 
there would be a gradual increase in the price of coal. Other gentlemen who have 
testified on this subject say that in view of the possible competition from bitumin- 
ous coal they think that the jirice is now about as high as they can afford to put 
itV~A. Yes; so do I, as a rule. 

Q. Then, there will not be this gradual increase? — A. We are speaking of two 
p^eriods of time. One is the immediate future and the other is the distant future. 
There will necessarily be an increase in 20 or 00 years in the price of anthracite, 
or it can not be mined. Sometime ago— 00 years ago, you could open a colliery, 
perhaps, for 135100,000. To-day some collieries will cost $1,000,000 before they get 
in a position where the coal can be profitably worked. Instead of going down 200 
or 000 feet, you have to go 1,500 feet. You have to put in an enormous pumping 
apparatus. You immensely increase the cost of maintaining your mine because 
of this enormous superincumbent weight which, when you take the coal out, is 
always tending to crush in. 

C^. (By Mr. Phillips.) Is there not still a large amount that can be reached 
very readily from the surface?— A. No; the surtaco mining has very largely been 
done. There is a small proportion relatively that remains. But the greater pro- 
jiortion of coal that can be readily leached from the surface lias been taken. 

C^. (By Mr. Litchman.) As an engineer, do you consider it advisable to tunnel 
from a low level to reach the veins in mining?— A. That has been done in some 
instances. For instance, there is a considerable jiart in our ISchuylkill region 
where the coal is below the level of the seas. Tunneling is possible to a limited 
e.xtent, but as a rule it is not. About Pottsville the deepest part of the basin is 
4,000 feet below the level of the sea. Did I make myself clear in reply to Mr. 
Kennedy’s question? W e were speaking of two things. In the immediate future, 
the price of anthracite is not likely to increase materially, but it is unquest ioniibly 
true— I am willing to be a prophet to thatextent— it is unquestionably true that the 
cost of coal, or the price at which coal is sold, is going to be increased in the 
distant future; or the anthracite coal mining has got to stop. I do not know of any- 
thing that is likely to work the other way. 1 do not know of anything tW is 
likely to cheapen it. There may be something found or better methods of mining, 
of course. We are working at that problem all the time. It is the same proposi- 
tion as in England. You know they will never have any cheap coal there again. 

C^. (Bv Mr. Ripley.) You were president of the Philadelphia and Reading 
Railroad at the time of the purchase of the Central Railroad of New Jersey 
recently?— A. Yes. 

(^. Will you make any statement about the terms of the purchase so far as oper- 
ation and finances are concerned?— A. It has no bearing on the operation at all. 
It was simply a purchase of the majority of the stock. 

Q. The statement has been made in one of the New York papers that this purchase 
may conduce to economy of operations, in that the Central Railroad of New Jer- 
sey may carry a good deal ot the tonnage more directly to tide water than it could 
otherwise go over the Philadelphia and Reading road. Is that true?— A. The New 
Jersey Central and the Reading do naturally constitute one system. All business 
of the Reading that comes from the South or Southwest goes to New York markets 
over the New Jersey Central about 30 miles. We get a good deal of bituminous 
coal at Shippensburg. coming in from the Baltimore and Ohio fields lying down 
in the mountains of West Virginia. Now, that very largely goes over the Read- 
ing road to Allentown, and from there 90 miles over the New Jersey ( 'entral Rail- 
road toNew York. The businessthatcomesfromtheNorthwest— from Buffalo, for 
instance— comes to a considerable extent down over several of the systems of roads 
to Scranton, where the New Jersey Central road commences, and then down to 
Bethlehem over the New Jersey Central road, and from there to Philadelphia. So 
you will observe that the two systems supplement each other. The business is 
gathered at Philadelphia, whether from the ocean or otherwise, and this business 
and the products of the manufactories of Philadelphia going to the Northwest go 
over our road to Bethlehem, and then over the New Jersey Central to Scranton. 
In many directions, indeed, the two roads are supplementary. For thirty years 
our business has gone over the New Jersey Central lines in that way. 

Q. The statement is made publicly that the next step proposed in an alleged 
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consolidation of these roads will be the absorption of the Lehigh Valley.—A. I 
have no reason to think that is true. So far as I know, it is not contemplated at 
all. That is simply a newspaper gness. Of course, anything is possible in mat- 
ters of that kind, but it is not at all the present intention. 

Q. Have there not l^en purchases, however, of considerable blocks of stock, for 
instance, such as those owned by the Packer estate?— A. Purchased by whom? 

Q. By those interested in the Keading company.— A. Now, you are getting too 
deep for me. What they are doing in New York in the way of buying up stock I 
do not know. 

Q. The amalgamation, however, of the Erie, the Reading, the Lehigh, and the 
Central of New .1 ersey woul d control more than half of the anthracite tonnage, would 
it not, and give a practical monopoly of the field? — A. No; not by any means a prac- 
tical monopoly. The Reading has about 20 per cent, the Lehigh Valley about 
16 per cent, the Central about 12, and the Erie about 9, 1 think. That would 
be about 67 per cent, roughly speaking. 

Q. Have you included the Pennsylvania Coal Company, recently purchased?— 
A. Yes. I think, taking in all those, the Erie has about 9 per cent. It may be 1 1. 

Q. Would there be a difficulty in the way of this consolidation owing to the 
independent action of the Pennsylvania Railroad Company? Has it in the past 
acted somewhat independently of the other roads?— A. Yes; quite so; quite inde- 
pendently. 

Q. And so long as that railroad remained outside would it practically prevent 
a total monopoly of these coal-carrying roads?— A. Yes; and the Delaware and 
Hudson is quite as independent, as is also the railroad belonging to the Coxe 
interests. The New York, Ontario, and Western is a'so independent. 

Q. It would not, however, be a serious matter for one of those railroads to pur- 
chase the collieries of the Delaware and Hudson and for that company to be 
absorbed as a part of the New York Central?— A. I do not know whether it could 
be done or not. It is wholly a matter of money. All things are possible, but I 
do not know of any movement in that direction. 

Q. At what figure, do you know, was the purchase of the stock of the Central of 
New Jersey made in order to control the majority of this stock by the Reading?— 
A. It was purchased at 160. 

Q. Was that considerably above the ruling rate of stock (piotation?— A. Not 
very much. It had been, I think, 150 or over. 

Q. Has it been so in recent years— that is, with the exception of the last year?— 
A. No. 

Q. Has it not run very much lower than that during the OO's?— A. Yes; it has 
been very much lower. The Central Railroad, however, has been paying divi- 
dends, I think, of from 5 to 7 per cent tor some years jiast, and it ran along at 
about the same rate, I think, as the Delaware and Hudson; possibly a little lower. 

Q. Is 160 the price at which it is accepted in underwriting or under the mort- 
gage bonds issued? — A. Of course, that price had to be taken. 

Q. Had to be covered by the issue of securitie-;?— A. Yes. 

Q. And the total volume of capitalization of the combined companies, of course, 
is increased by that amount?— A. Yes; it is. The stock of the New Jersey Central 
has gone into the ownership of the Reading at that price. 

Q. Has not the c imbined volume of new mortgage bonds issued by the Reading 
company exceeded, however, the value of the stock purchased with those bonds?— 
A. Those bonds were put on the market below par. To that extent it has. 

Q. The point I wish to bring out is whether the effect of the consolidation under 
the terms of this purchase resulted in still further swelling the capitalization of 
these combined companie.s upon which they have got to earn dividends.— A. Per- 
haps this suggestion will throw some light on that point: The rate at which the 
Jersey Central is earning the dividend which it would payout of its earnings would 
carry the cost of that stock to the Reading company; so that in that case, if that 
money had not been paid as dividends to the Reading it would have been paid as 
dividends to the individual owners. The purchase simply changes the personnel 
of the ownership. The Reading company becomes a stockholder instead of John 
Doe. 

Q. Do you see any way in which the consolidation of these two roads might affect 
the Baltimore and Ohio or the Pennsylvania disadvantageously?— A. No. 

Q. The Reading company is acompetitorof those roads in thecarringeof coal?— 
A. No; not at all a competitor with the Baltimore and Ohio. The Reading com- 
pany furnishes in its territory a market for a very large freight of the Baltimore 
and Ohio. The Reading stands to the Baltimore and Ohio somewhat in the same 
I^ition as the Jers^ Central territorially stands to the Reading, as being an exten- 
sion of its road. For instance, the Baltimore and Ohio uses the Reading from 
Philadelphia east and from Shippensburg east, and the Baltimore and Ohio and 
the Reading are strong allies on that account. 
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■Q. The Baltimore and Ohio and the Pennsylvania are supposed to be owned in 
common, are they not? Does not the Pennsylvania control the Baltimore and 
Ohio?— A. Yes, I so understand. 

Q. Do not all these things indicate that the several roads in the hard-coal terri- 
tory are getting together, either by lease, original purchase, or harmony of action?— 
A. Yes. 

Q. And, so far as you can see, that would not result disadvantageously to the 
puolic, but merely in economy in the operation of the roads themselves?— A. That 
is a very large question. My own belief is and has always been that no combination 
of thrft kind can be made so large as absolutely to govern the situation. The sit- 
uation will govern the roads. None of these plans have ever worked out, and I 
do not believe they ever will. 

Q. (By Mr. Phillips.) They do for a time, do they not?— A. Perhaps so; yes. 

I believe that some advantages will occur through the cheapening of methods. I 
am speaking of the public now; but I do not believe the advantage will be wholly 
with the public. That is not what the people who are buying these things are 
doing it for, of course. I think we might fairly say that they are doing it to pre- 
vent the sacrifice of their own securities, to prevent ruinous competition, and my 
own belief is very strong, and it is a subject that I have thought about a good deal, 
that the public is not interested in ruinous competition. I do not believe the public 
is interested in having great industries and great masses of capital sacrificed. I 
think that all human affairs go on with a conflict betv^een those two interests and 
neither of them is unselfish. 

Q. (By Mr. Litchm an, ) You consider the desire to prevent ruinous competition 
the reason for the acquisition of the New .Jersey Central by the Reading?— A, I 
do not know that I am able to speak of the motives, and I do not know that I have 
a right to speak of the motives that led to that acquisition, for it was not prima- 
rily by the Reading. It was the action of the bankers who control the Reading. 
Just what their motives were I do not know. I think you gentlemen would be 
quite as able to infer what their motives were as I: but I think I can fairly say 
it was not advised by the management, but advised by the owners of the road. 

Q. If it be true, as alleged, that the Reading controls the Jersey (central, and 
there is a community of interest between the Baltimore and Ohio and the Read- 
ing, and the Pennsylvania controls the Baltimore and Ohio A. (Interrupting.) 

Now, let us ])au8e as we go on there. What do you mean by the community of 
interest between the Reading and the Baltimore and Ohio? The re is no more com- 
munity of interest between the Reading and the Baltimore and Ohio than there 
is between any two roads that give business lo each other— absolutely none. 
What the Reading does, for instance, is this: The Baltimore and Ohio hauls coal 
to Cherry Run, and we take it from there and hml it into our territory. The 
community of interest between those roads is this, that they are freight producers 
and we are freight consumers. 

Q. I started by saying, “If, as alleged”^ —A. Why do you say, “If. as alleged?” 
You can allege anything. 

Q. If the interests, as alleged, that are back of the Reading are also back of the 
others A. ( Interrupting. ) Y ou have got entirely out of my depth. 

Q. If you know nothing about it, I will notask the question. - A. No; I do not. 
My function has been to manage the Reading Railroad and do its work as cheaply 
and earn as much money for it as I could; but what is in the bankers’ minds they 
never told me. That was not in my department at all. I was the operating 
officer. 

Q. (By Mr. Kennedy.) You said that the acquisition of the New Jersey Cen- 
tr^ was not primarily the action of the Reading Railroad, but that the bankers 
brought it about. Who are those bankers to whom we may go for information?— 
A. What I said was, that it was not the act on of the Reading Railroad, speaking 
of myself as the manager. The people who have re^esented the Reading Railroad 
to the world since the reorganization have been J. P. Morgan & Co. 

(^. (By Mr. Ripley.) You have referred to a possible motive on the part of 
those bankers. Do you know what commissions were paid in that transaction, 
namely, the purchase ( f the majority of stock of the Jersey Central by the 
Reading Company? — A. I think all the information that the public have, and all 
that I have, is stated in the circular of those bankers I do not remember the 
figures, but there was a bankers’ circular issued in connection with the purchase. 

( 4 . You have said in connection with that, have you not, however, that the new 
lx)nds, collateral trust bonds, issued upon the stock of the Central Railroad of 
New Jersey exceeded considerably in amount the amount of those stocks. Did I 
so understand your statement.— A. I did make the statement. I was thinking 
whether it was correct. 

Q. What is the volume?— A. I was mistaken about that. The volume wa? not 
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^eater. It was just about the same — the amount of stock and the amount of 
bonds that were issued. The amount of bonds issued was just about the same 
amount as the stock, at the figure I gave you. 

Q. In order to make this a matter of record, what was the amount of stock of 
the Central Railroad of New Jersey actually purchased?— A. One hundred and 
forty -five thousand shares at an average cost of 160. 

Q. Does the amount of new collateral trust bonds issued by the Beading Com- 
pany exceed 145,000 shares at 160 a share?— A. No. If you will figure that out, 
you will find that 145,000 shares at 1 60 a share cost $33,200,000. If I said differently, 
it was incorrect. The reason why I hesitate to speak about figures is because 
many of the figures I do not remember accurately. The figures at which the stock 
was bought I remember, but there are a good many figures J do not remember. 

Q. The profit to the bankers, then, for financing that deal would come presum- 
, ably out of the difference between the price at which they acquired that stock and 
the price at which they turned it over to the Reading Company, W' )uld it not? Do 
I make the question clear?— A. Yes; it is clear. No; I tnink the bankers abso- 
lutely turned over the stock at the price they paid for it. 

Q. There must have been a commission of a considerable amount for financing 
su^ a deal?— A. Yes; but that instated in that circular of the bankers. 

Q. The point I wished to make is this, whether the commissions in the case of 
operations like this are made a part of the future capitalization of the company or 
of the volume of security?-— A. Undoubtedly the commissions are taken care of in 
some way. Tliat is the case in all financial transactions. If a company puts out 
bonds that are sold at 05, the commission or discount Inis got to be taken care of. 
Observe, as is very often the case, you may fund a 6 per cent bond into a 4 per 
cent bond, sell that 4 per cent bond at 95, if you please, to the bankers, and yet 
have a lower interest charge than you had before. The banker and everybody 
makes money there. The only person that does not make money is the man who 
has money to loan who gets a smaller return. 

Q. (By Mr. Farquhar.) Do you know that the bankers who made the transfer 
of those bonds of the Jersey Central asked or obtained any more than the usual 
commission in Wall street?— A. No; I should say they did not. 

C^. You never heard that they ever did?— A. I know that they did not. It was 
a reasonable commission. That commission, I ought to say, is stated in that cir- 
cular which they issued to the stockholders. I do not remember accurately what 
it was, but it was a reasonable and ordinary commission. 

Q. (By Mr. Rici.ey.) Does the (luestion of rebates or discriminations or any- 
thing of that sort against individual operators amount to very much at the 
present time since the number of those operators has so far decreased?— A. So far 
as the Ileading is concerned, there is absolutely nothing of that sort; absolutely 
nothing. 

Q. Does it affect the price of coal, or does it not?— A. I do not quite catch the 
force of your question. How can it affect the price to the consumer if there is 
nothing of the kind? And I say in the most unhesitating, absolute way that the 
Reading Company has absolutely treated its individual operators as it has treated 
its coal and iron company. 

Q. Do you know what is the status of tho.^e 05 per cent contracts offered to the 
individual operators at the present time? Were many of them accepted by the 
individual operators?— A. So far as I know, they have not been pronounced oper- 
ative as yet. I think the majority, so far as my information goes, of the individ- 
ual operators are satisfied with them. There are but few people that have held 
out, so far as we know, trying to drive the railroad companies into buying their 
collieries. 

Q. A witness made the statement here some few days ago that these contracts 
were rejected by all but a few operators along the lino of the Pennsylvania Rail- 
road, and they refused to sign those because they involved a perpetual lease along 
the life of the property.— A. That witness is in a position to know very accurately, 
and it is a matter that is more closely under his ken than it is under mine. I 
would rather his testimony would stand, because he lives in Wilkesbarre, where 
the most of these private operators are, and he would know more about it than I 
do. In our region no such (luestion has arisen. 

Q. Unless some such contract is signed by all these remaining individual oper- 
ators they will still have their product carried at the rates customary to all oper- 
ators?— A. That I do not know. That no man can foresee. That is a question 
that is under negotiation. 

Q. (By Mr. Kennedy.) What is the attitude of the Reading and the Jersey 
Central as to the labor engaged in mining?— A. I can not tell you about the atti- 
tude of the Jersey Central. I am not the president of the Beading nor of the 
Jersey Central since that has been taken over. 
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Q. You are not president of the Reading now.— A. No; I resigned a few days 
ago. 

Q. What was the attitude of the Reading toward organized labor when you 
were president?— A. That is a large question. Please make it a little more 
specific. 

Q. I want to ask you if that attitude was friendly. Do you believe organized 
labor has a right to a voice in fixing wages, hours of work, etc.?— A. I think it has 
absolutely. There are several Reading companies. The Reading Coal and Iron 
Company has been more than friendly to labor. There has been less friction than 
in any of the other coal companies. I can illustrate best in this way: Three or 
4 years ago, at. the request of persons who charged themselves with the interests 
of labor, the legislature of Pennsylvania appointed a commission of the senate 
and house to go all through the coal region. They must have spent 2 months 
there. When they came into the Reading region, as they did at Shamokin, which 
is the western end of the Mahanoy and Shamokin field, some of the persons who 
claimed to represent labor— and 1 suppose they did— met that commission and 
said to them if everybody treated their labor as the Reading Coal and Iron Com- 
pany did, there would not be any labor question. 

Q. Do you believe that labor has the same right to organize as capital has?— A. 
Yes; certainly. 

Q. Do you believe labor should have a voice in fixing the wages for which it 
shall work and the hours in which it shall work?— A. Certainly. 

Q. And you believe that that right should be recognized by employers?— A. Cer- 
tainly. The laborers not only have the right, but the power, which is more 
impf)rtant. 

(Testimony closed. ) 


Wasiiinoton, D. C., April 5, 1901, 

TESTIMONY OF MR. B. H. GRISWOLD, 

Qeneral Freight and Passenger Agent Western Maryland Railroad, 

The commission met at 11.20 a. in., Mr. Far(inhar presiding. At that time Mr. 
B. H. Griswold, general freight and passenger agent Western Maryland Railroad, 
appeared as a witness, and, being duly sworn, testified as follows: 

Q. (By Mr. Farquhar. ) You will give your name, address, and official position 
with the freight bureau to the commission.— A. B. II. Griswold; general freight 
and passenger agent Western Maryland Railroad; Baltimore. 1 understand I am 
summoned as chairman of the Baltimore freight committee. 

Q. Have you any statement to make distinct from the examination?— A. I have 
not, further than to say that I was not aware of any intention to summon me 
until I received a notice W ednesday night a short time before leaving for Phila- 
delphia, and I have had no intimation as to the object or the occasion of the 
summons. 

Q, Would you state to the commission the composition of this freight bureau of 
Baltimore?— A. It is composed of representatives of lines either terminating at or 
passing through Baltimore, or which have repre.sentation in Baltimore. There 
are in the bureau some 14 individuals, f-ome of whom represent 2 or 3 lines. I 
think each important railroad and steamboat line is represented. 

Q. How long has it been in existence?— A. Since the 1st of January, 1898. 

Q. Could you state to the commission what the causes were that brought it 
into existence?— A. It was brought about, I think, by some of the representatives 
of the larger railroad lines, like the Pennsylvania and the Southern lines, who had 
representatives in Baltimore, suggesting that it would be well to have their various 
representatives get closer together, with a view to securing uniformity of practice, 
for an interchange of views, for the purpose of keeping up with the situation gen- 
erally, and for the purpose of discussing anv questions that might come before it, 
as they might be brought to the attention of any of the members through shippers 
or through any railroad company or steamboat line. It does not meet regularly. 
The chairman can call the committee together at any time, and he must call a 
meeting on the request of 3 members. There has been no meeting for a month or 
so, there having been no special (jnestions to consider. 

Q. Are (juestions which come before your organization submitted to the roads 
afterwards, or have you any power of yourselves to make settlement?— A. If any 
question comes before the committee and is after discussion acted upon by a 
vote, the motion becon^es effeqtive if the vote is unanimous. If there is a single 
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negative vote it falls to the ground, and if a representative has not power to act he 
must state the fact and say that he must refer the matter to his traffic department 
before any action can be t^en on his part. Sometimes matters are laid over until 
a letter vote is received from a member thus situated or until a subsequent meeting. 

Q. Does your organization conserve the interests of Baltimore alone?— A. It is 
mostly interested in Baltimore. 

Q. Do you know of any other like organization of the kind on the coast?— A. I 
think there are a number of local frei^t committees at various points in the inte- 
rior and on the coast also. There is a Boston committee. I am not sure that there 
is one in Philadelphia, but I think there is an organization in New York; I ainnot 
sure, though. 

Q. Have you the cooperation of the steamship lines with you in this board?— 
A. They are represented— that is, the coast lines. 1 do not mean the ocean lines. 

O. Does your body assume any authority on rates?— A. Only to a limited extent 
and when all the representatives have the proper authority from their traffic 
officials. There are a number of representatives in the association that have no 
authority, and they must obtain it from their traffic officials before they can 
act. There are a number of representatives who have authority to act for their 
own lines. 

Q. In the case of differentials in which other ports like New York. Philadelphia, 
Newport. Norfolk, and others are interested, have you any authorization to meet 
with a joint commission or to take and consider terms of the differentials of the 
ports?— A. We would have no power to act as regards differentials. If the ques- 
tion was brought before the association and we felt it to the interest of the lines 
and the community and Baltimore to take the matter up we would do so and 
place it in the proper conri-e for consideration and discussion. 

Q. (By Mr. Kipley.) I would like to ask about the differentials which Balti- 
more en3oys against other ports. Will you make a statement respecting the com- 
parative Chicago and Atlantic coast port rates on wheat and other products?— 
A, Are you speaking now of all-rail rates? 

Q. All rail, east bound; and also if you will designate between the rail and the 
water rates.— A. Am I to understand that yonr (juestion refers to the effect of the 
present differential or to the reduced differential -' You know there is a reduced 
differential. 

Q. 1 would like to have you speak upon both if you will; that is, the origin and 
development of the system of differentials from ( 'hicago and St Louis to Eastern 
ports.— A. It is rather hard, without any previous consideration, to answer that 
question as I would like to have answered it if 1 looked it over afterwards. I think 
we all realize that in the early days of railroading each railroad was built without 
regard to any other, and to subserve some particular purpose. After a time those 
roads began to be connected together, and different lines formed associations to 
make through lines. These associations after awhile developed gradually a sys- 
tem of rate making from what was previously chaos as regards anything like 
through rates. The through rates originally were the sums of rates of the various 
roads over which traffic was carried, and after the roads began to get together to 
make through rates there necessarily was interference on the part of certain lines 
with other lines in competition, bringing about wars of rates. The competition 
was not confined to railroad lines, but embraced markets also. The result was 
that an understanding was arrived at, after these several railroad wars, to make 
certain rates to the seaboard and an agreement as regards differentials. Those 
differentials were arrived at in the first place. I imagine, by agreement and by com- 
promise and by concessions on the part of some lines, and by meeting the demands 
for the control of the situation on the part of others, the shorter lines from the 
West to the nearest seaboard, of course, claiming the right to make a lower rate 
than the longer lines to more distant ports or tc the same ports. In that way the 
differential as between New York, Philadelphia, and Baltimore was first estab- 
lished, and it developed finally into a system of making rates under which, so far as 
trunk-line business is concerned, Chicago and New York are taken as 100 per cent 
points, on which all rates are based. 

Q. (By Mr. Clarke.) Is the differential in favor of the shorter and more 
direct route, or in favor of the more roundabout route?— A. It is in favor of 
the shorter, more direct route, although it results in longer lines between the 
Western point and an Eastern point being obliged to make the same lower rate, 
and getting the benefit of the lower differential, which is fixed by the shorter 
line. What 1 mean is this: Suppose the Baltimore and Ohio Railroad from Chicago 
to Baltimore is 100 miles shorter than some other line, which may be the same dis- 
tance from Chicago to New York as from Chicago to Baltimore. It results nec- 
essarily in the longer line from Chicago to Baltimore maintaining the aame 
differential as the shorter line from Chicago to Baltimore. 
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Q. (By Mr. Ripley.) How many lines participate in this through traffic from 
Chicago and St. Louis to Baltimore? Does the Southern Railway participate 
at all in through business at the present time from the West?— A. I do not think 
the Southern Railway, the line through Washington, participates to a very large 
extent as far as the Western business is concerned. I am not in position to know 
the relative tonnage. It does participate to a certain extent in connection with 
our line, as far as its new acquisition is concerned, the Louisville, Evansville and 
St. Louis Consolidated, which is a line running from Louisville to St. Louis now 
owned by the Southern. 

Q. Is freight hauled in competition with the Baltimore and Ohio, the Pennsyl- 
vania, and the New York Central from Chicago to the seaboard points via Cincin- 
nati, or Louisville and the Southern Railro^ on a long haul, then up through 
Washington to Baltimore or Philadelphia?— A. I do not think it is. If it is it 
must be to a limited extent. We have not seen it in our relations with other lines. 

Q.. The Chesapeake and Ohio, and the Norfolk and Western, however, participate 
in this Western business?— A. Yes. 

Q. And they enjoy differentials?— A. No; not the all-rail lines. There is un all- 
rail line operated from East St Louis, from the West generally, by the Southern 
Railway and the Louisville, Evansville, and St. Louis Consolidated through Louis- 
ville, and the Chesapeake and Ohio, the Norfolk and Western, the Western Mary- 
land, the Philadelphia and Reading, and the Central of New .Jersey to Baltimore, 
Philadelphia, New York and interior points, but it is not a differential line. That 
is, it maintains the differentials, the port differentials, but it has no differential 
as compared with the shorter lines liJe the Union, Empire, the Pennsylvania, and 
the other lines, and the Continental and Central States Despatch. 

(c^. What do you mean by those latter companies? They are not railroad com- 
panies?— A. No: they are not railroad companies. They are called cooperative 
lines. They are fast-freight lines. 

Q. What is the relation between those fast-freight lines and the railroads?— 
A. They are simply lines within the railroad lines placed under direct control of 
a manager and his assistants, so that they can be operated as one line over 8 or 4 
or more railroads. 

Q. Are they represented by any independent issues of stock or bonds or by cor- 
porate existence?— A. No. 

Q. They are merely trade names for a road?— A. That is all, for through move- 
ment, and their purpose is to secure through movement, through schedules, and 
give better service, enabling the lines to compete more efficiently for traffic. 

Q. Do they assume any liability as a separate organization?— A. The liability is 
assumed by the railroads. The lino, in the settlement of a claim for loss or dam- 
age, for example, would adjust it, but the railroads would reimburse the line, or 
the railroad where the damage occurred would do so. 

Q. They maintain a separate fiscal officer—a treasurer— as a rule; the Union 
Line, for instance? — A. They have separate management in that way, but everything 
as regards the Union Line goes into the Pennsylvania Railroad, and I think their 
accounts are audited by the Pennsylvania Railroad in that case. 

Q, May freight rates be made by these fast-freight companies without the 
knowledge or direct participation ot the traffic officials of the railroad?— A. Power 
is sometimes given to the manager of the line to do so. 

Q. So that in case he were to make a special rate to a shipper the railroad would 
not have information to that effect or control of it?— A. The railroad would have 
to participate in it, of course. The rate would have to be issued by the manager, 
and it would have to be carried out by the railroad, but ho might make a rate 
under certain circumstances without first obtaining the direct authority of the 
line. 

Q. If that were done, then, it would bind the company to the performance of 
the contracts, would it not?— A. Yes: I suppose it would, legally. I know in 
practice it is actually done. The rate would be protected upon acknowledgment 
made by the manager, but if it was objected to by any line the shipper would be 
notified at once. 

Q. ( By Mr, Farquhar.) Is there such a thing known in a case of this kind as 
a cooperative fiscal agent of one of these fast-freight lines making secret rates 
unknown to the general management of the road itself?— A. It might be possible, 
but the fact would develop when an adjustment of the accounts was reached; but 
it would be but temporary, unless, as might be the case, the attention of the traffic 
people was not especially called to it and it went through the auditing, depart- 
ments and the clerks’ hands without the officers' attention being specially called 
to it. The rule is that the manager of the line oan not make a rate on business 
originating on any line of railroad without that railroad company consenting to 
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hi8 doing so. It is possible for the manager to maVe a rate with the concurrence 
of some one line, that line protecting the cut without the other roads being a 
party to it. 

Q. (By Mr. Ripley.) The force of that cut, then, would fall upon the initial 
line shipping, or upon the fast freight line?~A. It would be home entirely by the 
line making the cut. For instance, you have a fast freight line from Baltimore to 
a Western point, which operates over 5 roads, we will say. Now, the third road 
in that line might say to the manager. If you want to make a reduction in a through 
rate to secure certain business by this route as against any other, you are author- 
ized, as far as we are concerned, to go to the extent of 2 , ;i, 4, or 5 cents a hundred 
pounds, but that road would have to make that deficit good; no other road would 
necessarily be a party to it. 

Q. So that rates might be cut on a through line over the line of railroad with- 
out that particular railroad itself having made the cut?— A. Yes. 

9. Were any of these fast freight lines formerly separate in their corporate 
existence?— A. They were; yes. They originated under separate organizations. 

Q. What was the general relation as to ownership by the railroads, so far as 
your knowledge extends?— A. 1 only know from being in the railroad business 
many years, and from hearsay. I have never had any actual personal knowledge. 
I know that in the old times of the fast freight lines their organizations were 
entirely distinct from the railroads as far as the ownership was concerned, and 
the ownership was to a great extent in the hands of the officers connected with 
the lines over which the fast freight lines operated; there was also some outside 
ownership. 

Q. So far as you know, however, no such condition as that exists at the present 
time? — A. I do not know of any case. 

Q. The fast freight lines are merely names for particular routes, but they have, 
however, a certain iudepemlence of action in the matter of rates such as has been 
described?— A. Yes, when authorized. 

Q. (By Mr. Litchman.) When authorized by whom?— A. By the railroad com- 
panies over which the fast freight line operates. 

Q, (By Mr. Ripley.) Such cuts are usually authorized by the higher officials of 
the line, 1 suppose?— A. They would have to be; yes. 

9. That is to say, a local freight agent, or a freight agent in a particular city, 
would not have authority on his own part to make a special rate?— A. Sometimes a 
contracting freight agent or commercial freight agent at a local point is given some 
discretion in making rates, although there is very little of that now. There used 
to be a good deal of it, but if you asked me to name a case of that kind, I could 
not do it, because I don’t know of one. 

9. Does the special cutting of rates appear to be less prevalent than some years 
ago?— A. Markedly so: decidedly. 

9. To what reason do you ascribe that change? —A. I think the attempt upon the 
part of the larger lines to bring abou-t a better condition of afl:‘air8 by agreeing to 
maintain rates and to cooperate in carrying out the requirements of the interstate- 
commerce act is the principal reason. 

9. What is the latest day at which the promiscuous cutting of rates from Balti- 
more west was practiced?— A. I think there was some cutting the last of last year 
In some merchandise business, but I do not think it was in connection with all- 
rail lines; at least we were not able to place it there. 

9. The rail and water lines are allowed to charge less than all-rail lines between 
St. Louis and Chicago and Atlantic ports? — A. Yes; there are differentials 

9. ( Interrupting . ) Is there a rail and water line from Chicago to Baltimore, and 
one from St. Louis?— A. Yes; there is a rail and lake line during the lake season. 

9. To Baltimore?— Yes; there is the Anchor Line, that operates out over the 
Pennsylvania Railroad, and the Fairport Line, that works out over the Baltimore 
and Ohio to the lakes, and others. 

Q. To what point?— A. To Chicago and Northwestern points during the lake 
season. 

Q. But with an outlet at Baltimore?— A. Yes 

9. Those routes would certainly be more circuitous than the trunk lines?— A. 
Yes. 

9. And yet they are allowed by these general agreements with the roads to 
charge somewhat less?— A. That is right; yes. 

Q. What is the specific difference to-day on east-bound traffic between the rate 
from Chicago to New York and Chicago to Baltimore and Newport News?— A. 
You mean on the class rates? 

9. On grain?— A. I think the difference between New York and Baltimore on 
export grain is 1 ^ cents. 

9. Is that arrangement on the percentage basis, or is it an absolute difference 
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per hundred pounds?— A. It is an absolute difference per hundred. All of those 
differentials applying to the seaboard are absolute differences, not percentage 
differences. 

Q. What is the differential in favor of Newpc^ News?— A. I do not recall it. 

Q, Is it somewhat greater than that of Baltimore?— A. I think it is. 

Q. That gives an advantage, then, to that port, in that respect, over Baltimore?— 
A. Yes. 

Q. Has it had an appreciable effect upon the commerce of Baltimore?— A. I do 
not know. I think it has had some effect, and yet it is very hard to say, because 
we find that traffic to a point is influenced by so many conditions. As soon as the 
grain trade drops off at a port everybody in the grain trade and the railroads 
interested think that something has happened to draw the business somewhere 
else, and the next year, under the same condition of rates, etc., the business of 
that port may be greater than the business of the port that had the largest busi- 
ness the year before, relatively. So that I personally think that the idea that 
business is drawn from one port to another by the cutting of rates is very often 
eiToneous and that it is due to conditions at the port itself. For example, we find 
in export business that a steamship line at one port will make some specially attrac- 
tive rate to fill up, for the time is approaching when it will have a steamer to sail, 
which it doesn’t want to send half loaded. It wants business, and will make a very 
attractive rate. The agents go to the railroad agents and say, “ Can’t you give us 
some business here? We will give you this rate ' The agents at that port will 
wire to the Western agents and say, “ Here is an ocean rate of so much.” They 
get business in that way. They hustle around, and find that it is very attractive to 
the shippers, and they send a cargo to that port. 

Q. At special rates?— A. Not necessarily at special rates. I am referring to the 
ocean rate, without reference to the inland rate at all. 

Q. Would not there be a strong temptation for a railroad to offer a special lower 
rate over its own line in such a case, in order to induce that business?— A. Where 
there were two or three lines running to that port, and ail had the same informa- 
tion, there would be a strong temptation to do so to secure that business. 

Q. Is any community-of-interest plan going to be sufficient in force to prevent 
that condition?— A. The best plan, to my mind, for bringing about fair dealing 
among the roads is either a physical, if it were i) 08 sible, which I doubt, division of 
the business, or pooling and dividing the earnings betw^een the roads. Either 
plan would take away the incenti\e to cut a rate. 

Q. (By Mr. Litchman.) What would be the effect upon rates of the virtual 
control of the Baltimore and Ohio Railroad by the interests owning and control- 
ling the Pennsylvania Railroad?— A. 1 donotthinkit would have any effect except- 
ing to make the rates steadier, to maintain them, uniform them. I do not think 
it would have the effect of rai.sing rates. I think the time has gone by when 
unreasonable rates can be charged, because the competition, from my experience, 
is not simply between railroads, it is a question of market and various other con- 
siderations. I think there are very few roads that even in their local territory 
have no comjietition. 

U. Would it not be the fact that if the same interests controlled both lines of 
railroad that this temptation which you have already spoken of— to cut rates— 
would disappear?— A . Yes. I thought you were referring to the rates themselves. 

U. No; I was referring to that point.— A. Yes. 

Q. I understand you to say that the differential is in favor of the shortest dis- 
tance?— A. What do you mean by “in favor?” Wo mean by “in favor” that it 
is a lower rate. 

Q. I mean to say, is a lower rate given for the shortest distance? — A. I was 
speaking of the origin of these differentials. It does not follow now that the lower 
differential— and I tried to illustrate that— is necessarily by the short line. 

Q. (By Mr. Farvuhar.) When you made the differentials, was not there 
another great question that entered into consideration, namely, the facilities of 
your port in handling?— A. Yes. 

Q. Did not Baltimore and Newport News make claims of that kind when that 
arrangement was made on differentials?— A. When the differential was first made 
I did not have any business in Newport News. 

Q. Are not two features of your differentials now considered in making the 
differentials— the short line and the facilities of the port in handling?— A, That is 
true. 

Q. Those are the only two features on which you make a differential?— A. You 
are going beyond me, ^cause I am not connected with the trunk-line committee, 
or with a trunk-line road, nor am 1 a party to the making of those differentials. 

Q. Does vour differential in Baltimore cover your transfer charges?— A. It 
covers the delivery on board ship. 
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Q. (By Mr. Litchman.) I am still bef<«ged on this question. At the same rate 
from Chicago to the seacoast, would traffic preferably seek the shorter line?— A. 
Not necessarily. It would depend upon the facilities and the market. 

Q. Assuming that the conditions are equal to the port of foreign exit?— A. 
Everything beln^ exactly the same, markets and facilities, and everything of that 
kind, I should think the question of time would be a consideration, and that would 
necessarily be in favor of the short line. 

Q. Why, then, in addition to that, is there a difference given to the lower rate 
for the shorter distance?— A. On the ground originally that the shorter line can 
operate more cheaply than the longer line. 

Q. And that same reason exists at the present time?— A. As I said before, there 
are so many conditions now surrounding the transportation of freight that a great 
many of the original ideas have been entirely lost sight of. Take a local territory 
of our own, for instance, where we have a short line 87 miles to a given point. 
There is another line 104 miles to that point, and there is still another line that is 
158 miles between those two points. 

Q.( By Mr. Ripley.) What are those points?— A. I was speaking of lines between 
Baltimore and Hagerstown, Md. Our line from Baltimore to Hagerstown is 87 
miles, that of the Baltimore and Ohio 104 miles, and that of the Pennsylvania Rail- 
road is 158 miles. The rates by all 3 lines are exactly the same. Originally the 
rate would have been highest for the longest road. 

Q. (By Mr. Litchman.) That being the case, there is no inducement for a per- 
son to send by the longer route, I should think. Is that not true?— A. That is true 
to a certain extent. It depends upon the location of the shipper, the receiver, the 
terminal facilities, etc. A good many of those things come in outside of the ques- 
tion of the mere length of the line. 

Q. Can you give any instance of a distance, say, of 120 miles between Baltimore 
and Hagerstown on the Pennsylvania road of the rate charged as compared with 
the rate charged Hagerstown?— A. I can not. 1 know that they have, as other 
lines have, a mileage tariff, which tariff is based upon distances, but that that is 
sometimes ignored. It has to be by the issue of class and commodity rates to meet 
the special conditions of the short line. 

Q. In other words, when you strike a competing point the established tariff fol- 
lows the conditions and not the schedules?— A. It is obliged to. 

Q. And it might happen that for the shorter distance on their own line a shipper 
would pay a higher price than was paid to the terminal at Hagerstown?— A. No; 
that limits the rate to all intermediate points. 

Q. That is what I asked, if you knew of any instance of a higher charge between 
the starting point and Hagerstown than the through rate?— A. I beg pardon. 1 
misunderstoc^ your question. I thought you asked ii 1 knew of any charge on 
the Pennsylvania Railroad for a distance of 120 miles that was higher than our 
charge for 87 miles. 

No; I meant just the other way. — A. No; I do not know of any case where 
a higher charge is made to an intermediate point. 

Q. (By Mr. Ripley.) Do you observe the long and short haul clause?— A. We 
do; we observe it not only in interstate business, but in intrastate business, be- 
cause we find it is the only convenient way; we can’t have two policies. 

Q. You are aware of the existence in many parts of the South of a contrary 
practice?— A. Brought about by water competition? 

Q. By water competition.— A. Yes. 

Q. Are you aware of such violation of the long and short haul clause in any 
territory north of Virginia?— A. I am not. 

Q. You said that you found it better practice for your road to observe that sec- 
tion?— A. Yes. 

Q. Can you explain further what you mean?— A. It is a disadvantage to those 
located on the line of the road and it is a great inconvenience to the railroad com 
pany to have right in the same territory a different method of making rates for 
interstate business and intrastate business. We cross the State lines of Pennsyl- 
vania and West Virginia some 8 or 9 times; a good deal of our local business is 
interstate, and we feel that we would be going a good deal out of our way to have 
to adjust our mileage tariffs so as to make a higher rate to a point just within the 
State than to a point a mile beyond, just without the State. It would be a disad- 
vantage to the community, and in that way a disadvantage to the railroad com- 
pany, for I hold that the interests of the two are mutual, and that if we do any- 
thing that disadvantages any particular community or any set of shippers it 
redounds to the injury of the railroad, and not to the benent of it in any way, 
shape, or form. 

Q. Would you say that that assertion is universal in its application?— A. I think 
it is. 
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Q. Can you conceive of a case where it might be to the interest, temporarily we 
will say, of a railroad, or the particulai manager of a railroad, to build up certain 
towns or sections at the e cpense of others?— A. I can conceive of its being to 
the interest of a railroad to budd up a town, but not at the e^ense of others. 
We would be very glad at certain local points upon our road to offer inducements 
to large establishments to locate there. We would not pick out any particular 
place or particular town for them to locate in, but if a large concern came to us 
and said, “ We want to put up a factory at this point: what will you do for us?” 
we would be very glad to aid them in every reasonable way. 

Q. Would the conditions be the same, however, if that large establishment were 
a jobbing house— wholesale distributers of products— rather than a factory?— A. 
I do not think it would make much difference. 

Q. Might it not be to the interest of that town to absorb and control the whole- 
sale business of a large section, and might not the other towns be injured if special 
or peculiarly low rates were granted to that town?— A. We would not meet the 
case by granting special rates for their product. We might do this: We might 
say, “We will go to the expense of putting in a siding for you,” or “ We will make 
a special rate on your building material to erect your establishment, ” but it would 
be a direct discrimination, to my mind, if that establishment got rates not given 
to similar establishments on the line to other points. That we would not do. I 
do not know of any practice m that kind. 

Q. Is that not the true effect ol the basic point system of the Southern States, 
to build up certain t )wns at the expense of intermediate territory? Allowing that 
there is justification at the outset in the existence of water competition, is not 
that the effect of the system?— A. I am not tamiiiar with the etiects upon the 
Southern States of the policy pursued— of the present basis of rates. 

Q. You referred to “commodily rates” a little while ago. What do you mean 
by commodity rates?— A. The rates on such articles as lumber, coal, iron, pig iron, 
articles of that kind that could not bo handled or moved in large (juantities under 
class rates. 

Q. Have you ever hoard of the inclusion of special commodities, of special 
products under tlie head of “commodities,” which were not in bulk; tLvt is to 
say, are commodity rates, so called, ever made a cover lor granting lower classifi- 
cation on certain classes of goods?— A. For granting a lower rate, yes; they prac- 
tically go in a lower classification. 

Q. That is to say, commodities which might be classed as merchandise other- 
wise are taken out of the classified series and named as commodities?— A. Yes. 

So that the expression “ commodity rate” does not necessarily apply to send- 
ing lumber or bricks, but it means any rate which is made special for that com- 
modity?— A. Any rate that is made outside of the ordinary merchandise classifi- 
cation. 

Q. Are such commodity rates on merchandise more freiiuently made now than 
they were? Is the practice common at all?— A. There are a great many commod- 
ity rates, but as compared with some years ago there has been a very great reduc- 
tion; an immense number has been wiped out. 

Q. To which classification is your road subject?— A. The official classification 
as a rule. The southern freight classification applies to some territory south. 

Q. What are the differences between those two classifications in the main?— 
A. There are very considerable differences, and it would be hard to state off- 
hand what those differences are. I think myself as a rule the southern classifi- 
cation is higher than the official, although there are cases just the reverse; but I 
should suppose, taking it as a whole, that articles are classified a little higher. 

Is it more complex, more intricate, than the official, or the reverse?— A. I 
think is is more complicated. 

Q. ("an you assign any reason in the nature of the railroad business why this 
should necessarily be so?— A. There is a very decided advantage in a uniform 
classification. 

Q. For the country at large?— A. For the country at large, very decided; but 
even with a uniform classification, on account of the varying character of the 
traffic, it would not work satisfactorily in all sections: and 1 take it, without hav- 
ing had anything to do with the making of the southern classification, that the 
reason it is adhered to is because they consider that it answers the purposes of the 
traffic to and from their section much better than the official classification would, 
although personally I would be very glad to see a uniform classificatioji applicable 
everywhere. 

Q. What is the general attitude of traffic officials, so far as yon know, respecting 
the desirability of a uniform classification?— A. I think they would all agree that 
a uniform classification is desirable. 

Q. Is there a noticeable tendency in that direction?- A. The official classifica- 
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tion, as you are aware, was the result of the endeavor to secure uniformity in 
classitication. 

Q, Are the official, the western, and the southern classifications becoming more 
uniform, or are they tending to draw apart?— A. 1 think that each is about holding 
its own. There may be a slight tendency to get together in some cases. 

Q. Would there he any specific, any inherent difficulty from the railroad point 
of view in the application ot a uniform classification for the entire country as 
regards the handling of traffic and making of rates? Will you suggest such objec- 
tions as they exist? — A. I do not know of any objection. I think it would bo a 
gousend to the railroads if we could have a uniform classification applicable every- 
where. It is a very difficult matter to know what a rate is where two or three 
classifications apply, although this is not true to the same extent that it was some 
years ago when we used 10 or 15 ditterent classifications. 

Q. In making a rate from official territory into southern, which governs?— A. 
To certain southern territory the southern classification governs, and to territory 
which is governed by trunk-line conditions the official classification applies. 

Q. To what territory do you refer.-'— A. For instance, via southern lines operat- 
ing into East St. Louis or that territory tlie official classification applies. There 
are some exceptions: I am not sure exactly how they are limited. 1 only know 
that as far as the all- rail lines are concerned and in our own territory the official 
classification applies e.vceptmg to cerlain exclusively so-called southern territory. 

Q. The classification, as now drawn up, is made without participation of ship- 
pers, is it not?— A. The shippers have a right to and do make their representations 
to the classification committee, either directly, or through some traffic official of 
some road that they are acijuainted with and who knows the ground for their 
claims and who may be favorable to them, or otluTwise. 

Q. Won id it be possible to la\or certain interests in the prejiaration of such a 
classification?— A. it would be possible. 

Q. Is such a practice Known?— A. I do not know. 

Q. In your experience, what would be the difficulty in allowing supervision oyer 
sudi classifications by the Interstate Commerce Commission?— A. The only diffi- 
culty that I could see would be that it would be similar to supervision over the 
work of experts by inexperienced persons. 

Q. (By Mr. Ricley.) You admit, however, that it would be possible to make 
up a classification which should favor certain interests? — A. It would be; but 
those who prepare the classification represent so many varying interests that I 
think it would not be practicable to do it. It would be possible, of course, by 
an agreement on the part of all of those engaued in making ui) the classification 
to make the classification such that it would favor certain interests, but I do not 
think that is at all probable. I have never seen anything of it in our own tariffs 
or classification. I have seen things that we objected to. 

Q. Do you have anything to do as a traffic official, or does the Baltimore freight 
bureau have anything to do, with classification?— A. No. 

Q. Is your road represented upon the classification committee?— A. No. 

Q, The preparation of such a schedule, then, is entirely independent of many 
roads in the country?— A. It is; but all of those roads, 1 suppose, judging from my 
own experience, have not only the right but are requested to make suggestions. 
Whenever there is a change proposed in the classification I always receive notice, 
with a request to make suggestions. 

Q. Are such requests sent to shippers, so far as you know, or merchants' asso- 
ciations or others,-'- A. I do not know. 

Q. Have you any knowledge as to whether they participate at all in making up 
the classifications, or is it entirely done by the railroads?— A. I under.stand that 
when the committee meets it considers all the sugge.stions that are made, not only 
from the railroads, but from shippers. Shippers do make suggestions. I have sent 
some suggestions as to change.s myself that have been made through me by 
shippers. 

Q. (By Mr. Kennedy.) You are quite familiar with the different classifications, 
are you, Mr. Griswold?— A. 1 am more familiar with the official classification, 
as that is the one that we constantly use. 

Q. I would like to ask you if there has been in the past year or so a very consid- 
eraole increase, a practical increase, in the rates by changing articles from a lower 
to a higher classification?— A. There was a considerable change in classification, 
but afterwards a large proportion of those articles were embodied in a supplement 
to the classification, allowing a 15 and 30 per cent reduction from the advanced 
classification. v, , 

Q. Is it not true that rates have practically been increased considerably in me 
last year or two by changes in classifications?— A. I can not say that there has been, 
by a change in the classification, an increase all around. There have been some 
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increases in the particular respect of which you spoke just now: but, as arule, out- 
side of that I do not think there has been much advance in the classification. 

Q. A gentleman who represented the business men of New York stated the other 
day that there had been a great many such changes, and he also said that an exam 
ination of the classification sheets will show that in many instances the profits of 
these great industrial combinations, or many of them, were not changed at all, 
instancing the International Paper Company; there had been no change made tliat 
affected them. But the changes were made, as a rule, against the small producers 
and manufacturers, and not against the great industrial combinations. Can you 
state from your familiarity with the classification sheet whether that is appar- 
ently so or not?— A. To properly reply to a question of that kind would re(iuire 
some examination particularly of the classification, with the object of ascertaining 
the correctness of that statement. I have not noticed anything of that kind that 
would affect especially the smaller shippers as against the large concerns. There 
have not been many changes in the paper rates, and my understanding of that 
particular case is that it is due more particularly to the fact that the Eastern lines 
maintain certain rates to Western points on paper shipments in carloads, and that 
the interior lines, the lines in New York, Pennsylvania, and Maryland, are so lim- 
ited by reason of the rates that were made from the New England States that they 
could not make changes. In fact, wo had at one time to make some reduction to 
meet the New England situation and put the shippers in our territory on as favor- 
able a footing as we could in their competition with New England territory. 

Q. (By Mr. Farquhau.) You can raise rates to shippers through classification 
without touching your tariff?— A. Yes. 

(,). Within late years, since 189G, do you think that has been done?— A. 1 think 
there have been some advances in classification since 189(5, but with the exception 
of the particular case that Mr. Kennedy spoke of I do not think it has lieen very 
general. 

Q. (By ]\Ir. Kennedy.) I would like to have it explained how that could be 
done,— A. If an article in the classification placed in tnird class is taken and put 
in the second class, the change would have the effect of advancing the rate from 
that of the third to that of the second class. 

Q. (By Mr. Faicvuiiau.) You spoke of a supplemental schedule. Was not that 
supplemental schedule made toetjualizo the inequalities by raising the rates with- 
out changing the tariff?— A, The effect of the supplement to the classification was 
to reduce the rates in many cases, and thus remedy some of the inequalities of the 
classification. 

C^. Without making an entire re\ iew of the whole schedule?— A. Yes. 

Q. (By Mr. Kennedy.) I want to ask if uniform classification is practicable? — 
A. It is very desirable. Whether it can be accompli.shed or not is a (juestion that 
has bothered a good many railroad people and others, too, for years. There have 
been many attempts to bring it about, but 1 do not know whether it can be done 
or not. 

Q. What are the principal obstacles in the way of uniform classification?— A. 
The varying conditions in different sections reiiuiring different classifications on 
account of the volume of certain commodities and certain merchandise in one 
section, and the fact that one section may be a pro<lucer of certain classes of mer- 
chandise to a large extent. A railroad can afford to take a large business on a 
little lower basis than a road in another section that has a carload where, in the 
first section, we will say, the road may have a hundred carloads. The conditions 
are so varying. 

Q. Those obstacles of that kind seem to be almost insurmountable, then?— A. 
As far as I can see, they are, up to this time. It is not so much, it seems to mo, a 
reconciling of the railroads as it is a reconciling of the existing conditions in the 
different sections of the country. 

Q. (By Mr. Ripley.) How is the rate on coal used by manufacturers to Balti- 
more fixed? Can you state what the rate on coal from, we will say, the West Vir- 
ginia and Virginia fields is?— A. The rate is $1.45 from the Cumberland and 
the West Virginia Central coal fields to Baltimore by the Baltimore and Ohio 
Railroad. 

Q. Without distinction as to distance?— A. Yes. 

Q. That is, from all places in that soft-coal field the rate is the same?— A. No; 
there is a territory beyond that section— I forget what it is called— from which 
the rates are higher and also the gas-coal field. 

Q. Is that because there is a difference in the quality of the coal or because of 
the distance? How does the rate on coal from those fields to Baltimore and that 
from the same fields to Philadelphia compare?— A. I understand that they are the 
same. I would like to say that, while we are a carrier of that material as an inter- 
mediate line, the business in our case originates on the Baltimore and Ohio Rail- 
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road. I do not think I am as familiar with the conditions and the methods and 
provisions for the making of rates as 1 shonld be to answer those questions. 

Q. Buttherateisthesame, whetheritistoPhiladelphiaorto Baltimore?— A. Yes. 

Q. Does not that occasion some complaint in Baltimore?— A. I think it does not. 
The matter was taken up by one of the papers, and as it dropped the subject I 
suppose it saw that if the contention and the methods as suggested were carried 
out logically it would work in some cases to the direct injury of Baltimore as 
against Philadelphia. 

Q. In what way?— A. By reason of Philadelphia having its own coal fields, with 
some lines as short to Philadelphia and longer to Baltimore. 

t^. In other words, Philadelphia enjoys the same rate as Baltimore does to the 
coal fields tributary to you because she has other fields from which draft might 
be made?— A. Yes, and the rate is the same. If I was representing the Baltimore 
and Ohio Railroad, I should say that the rate to Philadelphia was made the same 
as to Baltimore because of the fact that the rate from the Pennsylvania fields is 
the same to I'hfladelphia as the Baltimore and Ohio rate is to Baltimore, and that 
while it brings business to the Baltimore and Ohio Railroad to engage in the Phila- 
delphia traffic it does not hurt Baltimore. 

Q. In other words, if they raised the rate to Philadt?lphia. coal would come from 
other points?— A. If they raised the rate to Philadelphia, they would not haul any. 
The Pennsylvania would haul all the coal to Philadelphia. 

Have you any knowledge as to the relative proportion of soft-coal tonnage 
in Philadelphia from the two fields, the Pennsylvania and the Southern? Is the 
proportion increa-ing from the West Virginia and tributary coal fields?— A. I 
think it is, but I am merely judging from our owm traffic in connection with it. I 
have no statistics at all. I am speaking merely from observation. 

Q. You make a through rate from Baltimore to Northern po:ts— Boston, for 
instance— on coal?— A. I have nothing to do with that at all. I am not familiar 
with that question. 

Q. Are through rates made to Northern ports by combined rail and water through 
Baltimore?— A. Yes. 

Q. What is the principle of division that is usually accepted? Is there any 
rule?— A. I do not think there is any rule. I think, like all water freights, they 
vary as far as the water rates are concerned. 

O, It was testified before this commission a few days ago that Baltimore en.ioys 
a distinct advantage below New York on west-bound traffic as well as east-bound. 
Is that so?— A. You are speaking about merchandise? 

Q. About merchandise.— A. Yes. 

Q. What is the differential in that case?— A. I think it is, first class 8 cents, and 
from that down to 3. I think it is 3 cents on sixth class. 

Q. By which you mean if the rate on a certain commodity first class from New 
York is 50 cents to Chicago, the rate from Baltimore Is 42?— A. Y'es. 

Q. In other words, you enjoy an 8 cent lower rate?— A. Yes. 

C^. Does not this give Baltimore a distinct advantage in the importation of prod- 
ucts from abroad?— A. I do not know that it does. As 1 said some little time ago, 
there are so many conditions surrounding transportation and traffic, merchandise 
business, and commerce outside of the actual freight rate that a low Ireight rate 
from a given point might not be attractive at all to a shipper as compared with a 
higher rate 1 rom some other point. 

Q. Will you specify some of these conditions which might, for instance, make 
it not to the advantage of a shipper to go through Baltimore to Chicago when he 
could get a rate of 42 cents instead of 50?— A. Yes. The larger number of regular 
steam^iplines plying between New York and foreign ports— and not only of regular 
lines, but of tramp steamers— where ocean rates might be made, and sometimes 
are made, lower than to Baltimore, which ocean rate in connection with the inland 
rate might be lower than the ocean rate via Baltimore in connection with the inland 
rate. For e .ample, we will take Liverpool: Suppose, without any regard for 
actual figures or market figures, a steamship line made a rate of 20 cents from 
Liverpool to New York and of 30 cents from Liverpool to Baltimore on some Chi- 
cago business. The advantage in favor of New York, leaving out any other con- 
ditions, would be 2 cents a hundred pounds on first class, 

Q. Ordinarily the rate is the same from Liverpool to Baltimore as from Liver- 
pool to New York by water?— A. Generally about the same, although there are 
cases, especially where they are looking for business, where there are special rates. 

Q. You spoke sometime a^o about reducing the differential. What did you 
mean?— A. I meant that the differential from Chicago was reduced now to cents 
on export grain, whereas it used to be 3 cents. 

Q. It used to be 3 cents and was reduced to li?-A. Yes. 

Q. To what extent do Baltimore merchants compete with New York merchants 
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in middle and southwestern territory? Are the rates so fashioned at all as to 
enable a large or considerable development in this direction?— A. I think Balti- 
more’s principal business is in the southeastern territory. 

Q. ( By Mr. Kennedy, ) Are you familiar with the wa' er rates down the coast? — 
A. Offhand I could not tell you the conditions, but of course we are governed by 
them. 

Q. Is the rate by water from Baltimore down the coast to a coast place reached 
by one of these Southern railroads practically the same by water as by rail, or is 
there any great difference between them?— A. We find that the water-line rates 
are very much lower than ours. 

Q. And the steamship lines are not controlled by the railroads that go into the 
same territory in the matter of rates?— A. No; I know that if the rail lines did 
control, in many cases the differentials would be done away with entirely, because 
the reason for those differentials no longer exists in our opinion from a railroad 
standpoint. 

Q. But they do exist?— A. They do; but there are some exceptions as to their 
application. 

Q. Can you say what the difference is between rad rates and water rates from 
Baltimore to a Southern coast town?— A. That is hard to state, because there are 
very large and very considerable differences. 1 forget how those differentials run. 

Q. But you say from the railroad point of view there is no reason why there 
should be those differences in the rates?— A. That is, to common territory I think 
they should not exist. I know that other railroad traffic officials have said the 
same. 

Q. Can you say why they should not be?— A. The reason why differentials 
between the water and rail lines, we will say, from Baltimore to certain Southern 
territory wereallowed wasbecauseof insurance, andit isclaimed. the disadvantage 
to the business in handling and the poorer time made. The water lines insure 
now and the shippers do not have any insurance to pay. They make just about as 
good time as the rail lines, and therefore we feel that there is really no difference 
in the service. 

Q. You feel that there is no difference in the cost of the service; you mean to 
the different transportation lines, water and the rail? — A. I do not suppose there 
is much difference; there would bo some. While I am not familiar with steam- 
ship and steamboat (jueationa 1 know that the water lines have more handling at 
wharves than the rail lines, but, on the other hand, they have water transportation 
for a portion of the way, which is much cheaper than rail transportation. 

Q. Are there any lines down the coast that are owned and controlled by the 
railroads that go into the Southern country?— A. I do not know of any from our 
section, from Baltimore. 

Q. (By Mr. Rifle v.) Is the Old Dominion Lino entirely independent of the 
railroads?— A. I do not know; I never supposed or understood that it was actually 
controlled by any ownership of the railroads, although I do not know at all. 

Q. Do you mean to say that the rates between Baltimore and Boston by rail and 
by rail and water are appreciable different at the present time?— A. I do not think 
that question came up before. It was the Southern points we were discussing. 

Ci^. Would that same condition apply to Boston? Is there a differential allowed 
to steamship lines.— A. 1 think the rates of the Merchants and Miners’ Line 
between Baltimore and Boston are lower than the all-rail rates between Baltimore 
and Boston. I am not sure alx)ut that. That is not in the direction of our traffic. 

Q. Up and down the coast, then, either north or south, the steamship lines enjoy 
the privilege of charging lower rates?— A. Yes. 

Q. Is there actual water competition, to your knowledge, at interior points on 
the Southern rivers which might have communication down those rivers oy water 
with the ocean steamers along the coast?— A, At Memphis and points like that? 

Q. At points like Memphis, or Macon, or Montgomery; I mean interior points. — 
A. At Memphis there is. decidedly. 1 think at all those points. 

Q. Actual water competition — that is, steamers to ply up and down those 
rivers?- A. Oh, you mean via the rivers? 

Q. I am referring to the rivers.— A. No; I do not know of any. I beg your par- 
don. I thought you were referring to the coast steamers to and from the South- 
ern ports into the interior, I do not know of any competition of that kind. 

Q. You know of no lines?— A. No; I do not know of any such river lines. 

Q. Is not the justification for the lower rates given to many towns and cities 
based on the assumption that there is water competition from NortWn ports?— 
A. I never knew of the rates being based upon such interior river competition. By 
water competition we have always understood the meaning to be the coast steam- 
boat lines in connection with rail lines from the Southern ports. 

Q. There is not supposed to be any actual active competition up those rivers, 
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making through water rates from Northern points to those interior cities?— A. I 
have never seen any from our territory. 

Q. Does any cotton come north to Baltimore?— A. Yes. 

Q. You mean for export?— A. The Baltimore and Ohio hauls cotton through 
Baltimore. 

Q. Have you any knowledge of the rates charged on it?— A. No. 

Q. Does any cotton go through Baltimore to New England points by rail?— A. 
I should think it would through the Baltimore and Ohio Railroad and the lines via 
Washington. 

Q. Have you any knowledge of the difference between the Baltimore rates and 
the Norfolk rates? Is there any active competition in carrying cotton to New 
England through the lines which center at Pinners Point or Norfolk?— A. 1 will 
have to ask you a question: Do you mean by through Baltimore the same as 
through Pinners Point? 

Q. Yes.— A. That is, that the cotton is brought to the seaboard by rail and 
thence via water to Boston? 


Q. Yes.— A. There is, I think, much more brought through Pinners Point 
than through Baltimore. I do not think there is much via Baltimore. 

Q. What 18 the difficulty in shipping through Baltimore?— A. I am not familiar 
with that. But there is only one regular steamship line from Baltimore to Bos- 
ton, and that is the Merchants and Miners. 

Q. They do not carry any cotton?— A. 1 do not think they do. 

Q. What is the class of merchandise usually carried north?— A. It is very mixed, 
varied; but I am really not competent to answer those questions about the Mer- 
chants and Miners’ Line and their business. 

Q. The point I want to bring out is this; Whether the growth of Pinners Point 
and of Norfolk has affected in any way the commerce through the port of Balti- 
more?— A. I am not prepared to answer that question. 

Q. ( By Mr. Kennedy. ) I want to ask one (juestion about Hagerstown. 1 believe 
you said there is one line that is 87 miles long from Hagerstown to Baltimore, and 
another 104, and another 1 58. I would like to ask you whether, if all three of those 
roads come practically under one management -I understand that two of them 
are now— what will be the effect, so far as Hagerstown and Baltimore traffic is 
concerned? Will it go over the one line?— A. I should say that is guessing a little. 
I do not know what the policy would be under those circumstances. In all prob- 
ability I should think that the business would be taken by the shortest line; bat, 
at the same time, each of those three lines have different locations in the city, and 
there is certain business that one lino gets now as against the others that is simply 
due to location. It is more convenient for the shipper, because the time is about 
the same by all three; the longer line has to make good deal better time to make 
delivery. 

Is there too much railroad convenience between Baltimore and Hagerstown 
from a railroad point of view? We have heard a groat deal about this extrava- 
gance of paralleling lines, etc. I would like to ask you whether, in your opinion, 
there is more railroad facility between Hagerstown and Baltimore than is neces- 
sary for the Hagerstown and Baltimore business?— A. Oh, yes. The whole busi- 
ness of that section could be handled by one railroad. 

Q. Are they separate lines? They are not main lines at all, either the Baltimore 
and Ohio or the Pennsylvania, that you speak about?— A. No; the Baltimore and 
Ohio reaches Hagerstown through a branch line some 24 miles from tfte main line. 
The Western Maryland is a main direct line. The Pennsylvania is via the Northern 
Central division and the Cumberland Valley road. 

Q. Would it be an object, in case all these three roads come under one manage- 
ment, to let one or more of the lines fall into disuse altogether, or any parts of 
one or more of those lines? — A. I do not see how they could. There is other busi- 
ness, much greater business, in various other sections entirely independent of the 
fact of these three lines running there, that would have to be conserved, and which 
would maintain the lines. 

Q. (By Mr. Ripley.) You said sometime ago that the last time of which you 
had knowledge of rates being cat was at the close of last year. Is it not true 
that in the autumn, when a great deal of grain is moving east there is a strong 
incentive to cut rates in order to fill the empty cars west bound? Is not that- — 
A. (Interrupting.) Well, theoretically there is. But I do not think that that cuts 
much figure when it comes to cutting rates. 1 think it is more due to the anxiety 
of the solicitors to secure business. I do not think they consider much the fact 
^at the cars are going west empty. 

Q. Have you heard of such a thing as a rebate sheet?— A. I do not know what 
is meant by a rebate sheet. I know what rebates are. 

Q. Have you any protection against a shipper where you suppose he is mis- 
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classifjing goods? Would it pay you ever to call for an investigation?— A. You 
mean similar to inspection? 

Q. 1 l es; that is to say, are you not bound usually by the classification and speci- 
fication which the shipper makes of the goods?— A. Yes. As a rule our agents 
and our receiving clerks are supposed to watch closely and see that the articles 
conform with the invoice furnished, but they can not know what the hidden con- 
tents of the cases are without examination, of course. 

Q. If you were too particular about that would not the shipper be likely to send 
his goods by another road sometimes?— A. If one line has inspection and another 
has not, a shipper would be very likely to use the line that has no inspection. 

Q. Have you an inspection bureau at Baltimore?— A. We have not. Nothing 
outside of our own agents. 

Q. Does each line maintain its own inspection agents at Baltimore?— A. No; 
there is an inspection bureau in connection with the Baltimore and Ohio and the 
Pennsylvania railroads, but 1 think that has not been extended to any other lines 
out of Baltimore as yet. 

Q. As a matter of fact, then, the shipper is put upon his own honor in classifying 
goods?— A. Yes. 

Q. And by the shipper making misclassifications and by acquiescence in them 
by the railroad, rates might be practically cut, might they not?— A. They could be. 

Q. Have you any knowledge of roads which are confessedly not too particular 
in that respect?— A. No; the lines with which we come in competition have their 
inspection, and our instructions to our own people are to inspect carefully. 

Q. Would there be any advantage in subjecting such inspection to Government 
control in any way, and having inspectors, as they are appointed in the Western 
States, for grain and other traffic, to see that the classification corresponds exactly 
to the goods contained?— A. Under certain conditions, I think, at least it would 
save the railroads the expensi; of doing the inspecting. 

Q. Would it not insure the equal treatment of all shippers, supposing the sys- 
tem worked honestly?— A. 1 think it would, and I think the present method of 
inspection insures equal treatment. The inspectors do not know who shippers 
are, and they are (ffiangod about from station to station. 

Q. ( By Mr. Kenn ed y. ) Have the jobbing merchants of Baltimore any j ust com- 
plaint that they are not equally favored with New York and Philadelphia mer- 
chants as far as railroad rates are concerned?— A. 1 do not think they have. That 
is a pretty broad question. 

Q. (By Mr. Litchman, ) Is there any complaint that there is discrimination in 
favor of Baltimore at the expense ot New York and other jobbing points?— A. I 
do not know of any. Periodically there are complaints on the part of Baltimore 
of discrimination in favor of some other points, and 1 see the same complaints 
periodically of other points regarding discriminations in favor of Baltimore. 
Sometimes the complaints come out in Philadelphia and sometimes in Baltimore. 

That i.s due more to temporary conditions rather than to permanent condi- 
tions?— A. I think so. 

Q. (By Mr. Ripley.) What would bo the effeett if the New York Central and 
the Pennsylvania railroads should bring their rates down on east and west bound 
freight to the level of the Southern ports— Chicago rates?— A. I think the effect 
would be to injure Baltimore business very considerably. 

Q. And correspondingly inure to the advantage of those other cities?— A. Yes. 

Q. Would there be any remedy open to Baltimore?— A. I do not know of any 
excepting— I do not know of any remedy. I was going to say except that of bring- 
ing Baltimore up to the same financial basis and giving her the same facilities for 
doing business on a large scale and all those conditions that New York enjoys. 

S . Any attempt of that kind would be met by cutting rates on the Baltimore 
Ohio and the other roads, would it not?— A. Yes. 

(^. Suppose the Baltimore and Ohio is controlled entirely by the Pennsylvania 
Railroad, would it not be possible for the Pennsylvania Railroad to reduce its 
rates and to add the same to the present Chicago- Baltimore revenue and still not 
allow its rates to be cut under that figure, thereby injuring the city of Baltimore?— 
A. If all lines were under one control that would be possible, but if the Baltimore 
and Ohio and the Pennsylvania were under one control that would not necessarily 
follow, because there are other lines. 

Q. No control of the Baltimore and Ohio by the Pennsylvania is feared by the 
city of Baltimore?— A. I have not heard of any expression of fear. 

Q, (By Mr. Kennedy. ) Is there any fear that the practical control by one man- 
agement or the consolidation of all the trunk lines will bring about ap, equality 
between New York, Philadelphia, and Baltimore?— A. I have not heard of any, 

(J. Did you see a dispatch asserting this to be practicable?— A. A general con- 
solidation? 
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Q. Yes.-A. No. 

Q. Would there be any object whatever in brin^fing about a general consolida- 
tion with the center of influence in New York City?— A. I do not see that there 
would be. It wou^d be similar to obtaining control or ownership of all the roads 
in the country and running those roads in the interest of one point, which would 
be against the interests of the railroads themselves. 

Q. (By Mr. Litchman.) Would not there grow up out of that consolidation 
what would virtually be a pooling of traffic?— A. There might by community of 
interest or by the consolidation of lines be brought about a condition that would 
result in absolute maintenance of rates, but I do not think it would bring about a 
uniformity of rates between all Eastern ports and Western points. 

Q. Would it not bring about an adjustment of rates so that there would be 
no unfair discrimination as against one port compared with another?— A. That 
question of what are fair rates as between the different ports is one that has been 
gone over and studied and worked out by the various railroad lines in past years, 
resulting in the present system of rates. The discriminations, in my judgment, 
have not so much been duo to tariff rates in the past as they have been to disre- 
gard of tariff rates at different points. 

Q. Such a combination would eliminate substantially all competition, so far as 
the United States is concerned, would it not?— A. 1 do not see how it would. 

Q. If all the lines running east were substantially under the control of one 
management in a community of interests, would not that consolidation eliminate 
competition?— A. I think the competition between railroads is merely a percentage 
of competition. There was a time when competition between two railroads or 
between two sections was due to the fact that theie were two railroads.’ But in 
my experience, in our local territory where we have no other railroads, we feel 
competition, the influence of markets, inducements in the way of facilities and 
prices at various points, and we have to meet the competition of markets, if we 
are going to do business on the line, as much as we do the competition of other 
railroads. 

Q. The cost of transportation enters very largely into the cost to the consumer?— 
A. It does. 

Q. Is it not true that the so-called Vanderbilt system, the Pennsylvania system, 
and the Baltimore and Ohio system are substantially all of the lines concentrating 
at New York?— A. They control to a very great extent the situation, although 
there are other lines that are not controlled by them and that do affect the rate 
situation. 

Q. It is asserted that the Baltimore and Ohio and the Pennsylvania are under 
one control and that that control is being managed in a community of interest 
with the Vanderbilt system. That being the case, is not the result the elimination 
of competition between those three systems?— A. Between those throe systems to 
a certain extent, if the premise is correct; but it does not eliminate the competi- 
tion of markets or of different sections of the country with one another. 

C^. We are discussing now the (juestion of transportation purely; other condi- 
tions, of course, affect all alike. Now, if that combination or agreement should 
eliminate competition so far as three systems are concerned, does it not carry with 
it the power to raise rates arbitrarily on those three systems against the shmper?— 
A. Theoretically it does, but I am speaking from a practical standpoint. I do not 
see how a railroad is to engage in traffic even if it is controlled by some other road 
unless it meets market and other conditions outside of railroad rates. Perhaps I 
can make clearer what 1 mean. If all the roads in our section were under one 
ownership and that ownership should say “ Put your rates up 20 per cent in all 
this section,” the resuit would be to shut out some of the roads belonging to this 
ownership from business— not only the one road, but all the roads in that owner- 
ship. Certainly that would be very short-sighted policy, and it seems to me it would 
be impracticable to attempt to ignore conditions outside of the removal of railroad 
competition. 

Q. Would that answer apply to a general raise of 20 per cent on each of the 
three systems at the same time?— A. It would, supposing that those three systems 
are running to a given point and that there are other sections of the country that 
are not under this control 

Q. Those three systems control substantially the entire transportation, and that, 
it seems to me, would have a very marked effect upon the control of the business 
Itself, would it not?— A. It would have its effect. 

Q. It would have a controlling effect?— A. Yes, it would have a controlling 
effect; bat unless the roads are going out of business and desire to shut off certain 
classes of business they can not put rates beyond a reasonable flgure. I do not 
know whether I have expressed myself very clearly. Suppose the Baltimore and 
Ohio and the Pennsylvania Railroad were absolutely under one control as to the 
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territory through which they run. There are other lines running to other mar- 
kets. If the Baltimore and Ohio and the Pennsylvania Railroad by agreement or 
control should put rates to an unreasonable figure to the markets to which they 
transport freight and which are open to their territory, they would certainly be 
turning a very large amount of profitable business over to lines running to other 
markets, unless you can go so far as to put all the railroads in the country under 
one control and an unreasonable advance made to one market is made also to all 
the markets in the country. 

Q. Would that not be the logical sequence? -A. It might be theoretically, but I 
am speaking of the practical results. 

Q. Has not this consolidation among the railroads been brought about under 
the plea that ruinous competition among the systems has reduced the rates below 
the proper compensating point?— A. I think it is more on the ground that rates 
have not been maintained, and with the view to securing a maintenance of exist- 
ing rates and economy of management. In the case of the Baltimore and Ohio 
and the Pennsylvania, I do not see where the economy of management would 
come in, because they are operated entirely separately. 

Q. Yet, even in the territory covered by those systems, there has been a compe- 
tition of rates at times?— A. Yes. 

Q. That would cease, necessarily, if they were under one control or community 
of ownership?— A. It would for the particular business and for the particular ter- 
ritory to their particular market. 

Q. (By Mr. A. L. Harris.) Is the territory of the United States divided for 
classification purposes by the railroads?— A. There is no uniform division. In 
actual practice one classification will apply to one territory and another to another; 
but there is no rule as regards dividing territory. 

Q. There is a Southern territory?— A. There is a Southern territory that takes 
the Southern classification; there is a Yvestern and Middle States, and New Eng- 
land territory that takes the official classification; there is a different classification 
in the trans- Mississippi territory. 

t^. I understood you to say that it is important that the classification be as per- 
manent as possible.— A. No; I did not say ‘‘permanent;’’ I said “uniform,” and 
1 referred more especially to the character or the similarity of the different classi- 
fications. I do not think you could have a permanent classification because of 
the changes in conditions, although it would be very desirable, if it were practica- 
ble, to continue a classification. 

Q. Is the country also mapped for freight rates?— A. There is a system, or a 
basis, rather, of rates in what is known as the trunk-line territory. As I said 
before, Chicago and New York are taken as a basis and the rate between them as 
100 per cent. Rates to trunk-line points are based on New York and Chicago 
rates, if within or beyond trunk-line territory. For instance, the rate to Cin- 
cinnati is 87 per cent and to St. Louis llfi per cent, etc. 

Q. Is it desirable to have steady rates, as far as possible?— A. It is. 

Q. The rates are fixed, as a rule, by experts in freight rates, are they?— A. Yes. 

Q. Arethey subject to frequent changes?— A. No; the class rates are very steady. 
There has not been a variation in the class rates for a good many years. 

Q. Do you believe it would be important, both for the producer and consumer 
as well as to the shipper, that rates should be steady?— A. Yes. 

Q. Is that the case, as a rule, now with the railroads?— A. The present condi- 
tions are very steady, and rates have been maintained. 

Q. Do railroads complain of each other in regard to cutting of rates?- A. Yes; 
at times. . 

Q. After railroads, large systems at least, have fixed rates, would it or would it 
not be possible for some body like the Interstate Commerce Commission to approve 
these rates and see that they are. maintained?— A. As I said before, the rates are 
made by experts, and for the Interstate Commerce Commission to attempt to 
regulate them would be to submit them to an examination and approval by those 
who are not experts in that particular line of business. 

Q. If the Interstate^Commerce Commission were competent, then what?— A, It 
would be a most gigantic undertaking to supervise and examine the rates made 
bj^ the railroads in this country. It would be a (iuestion not of millions, but of 
billions. 

Q. (By Mr. Kennedy.) Our attention was called the other day to a condition 
of affairs which I will illustrate to you in this wav. A gentleman told us about 
rates being such on certain lines of merchandise that they could be sent to Chi- 
cago from New York and then reshipped from Chicago back toConnersville.Ind., 
for instance, 150 miles back into the territory through which they had gone and a 
little south, for considerable less than the merchanto of the town of Connersville 
could have the goods shipped to them direct from Cincinnati, say. 1 will ask yon 

16a 40 
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if you have knowledge that such a condition prevails to a considerable extent, and 
why it is, and whether you look upon it as a fault that should be corrected or not?— 
A. I would look upon a condition permitting such a practice as a fault, but whether 
it exists or not I do not know. I suspect it does in some cases, and I am trying to 
find out for myself. But let me see if I understand your question. The shipment 
brought from New York to Chicago and then back again to some interior point, is 
carried by the sum of these two rates at a less cost than the cost direct from New 
York to that point? 

Q. Yes. —A. You mentioned Cincinnati and that threw me off. I suspect that con- 
dition does exist in some cases from some things 1 have seen, and I am trying to 
follow it up, but I do not think it is intentional. We all discover in the makin .; 
of rates from time to time that in meeting certain conditions, we have overlooked 
cases that should have been met at the same time; and from what 1 have heard in 
that connection as regards that method of making the rate, I think it is a case of 
that kind. There may be more like it, but I do not know. 

(Testimony closed.) 


Washington. D. C., ^Ipn'l 6, 1901. 

TESTIMONY OF MR. T. M. R. TALCOTT, 

to the jorsidcnt of the Seaboard Air lyine. 

The commission met at 2.07 p. m., pursuant to recess. Mr. Farquhar presiding. 
At that time Mr.T.M. li.Talcott, of Richmond, Va., assistant to the president of 
the Seaboard Air Line Railway, was introduced as a witness and, being duly sworn, 
testified as follows: 

Q. (By Mr. F\rquhah.) Please give your full name, present position, and 
address.— A. T. M.R.Talcott; assistant to the president, Seaboard Air Line Rail- 
way; Richmond, Va. 

O. Will you please give to the commission your first experience in railroading 
and the offices you have held, so far as your recollection goes?— A. I commenced 
47 years ago thi.s month as an engineer on railroad construction, and I served in 
that capacity and also in connection with the transportation department up to 1801. 
From that time until April, 1805, 1 was in service in the Confederate army. After 
1805 until 1890 1 was connected, either as civil engineer or as superintendent or 
general manager or vice-pre.sident, with railroads in operation. The roads with 
which I was connected were the Richmond and Danville and the Mobile and Ohio 
during that period— those two sy. stems. Since 1890 until the last 2 years I have 
not been connected with railroads, except when employed as a consulting engineer. 
For the last 2 years I have been with the Seaboard Air Line in my present position. 
I was for 1 year the commissioner of the Southern Railway and Steamship Associ- 
ation, which position I resigned to take the position of fir>^t vice-president of the 
Richmond and Danville Railway, I think that covers my experience. 

Q. (By Mr. Ripley.) In the fiivst place I wish you would make some statement 
respecting the effect of the enactment of the interstate-commerce act in 1887 upon 
the Southern Railway and Steamship Association. What was that association, 
what was it intended to do, and what was the effect of the enactment of the 
act upon it?— A. The Southern Railway and Steamship Association was composed 
of the Southern rail lines and the steamship lines between the North and South 
Atlantic ports. It did not take in the (dulf ports at all, but the Eastern cities— 
Boston, New York, Philadelphia, Baltimore, and Fall River— and it was for the 
purpose of preventing fluctuation in rates and rate cutting; that was theobject of 
in. It was organized by Mr. Albert Fink, who had .lust left the Louisville and 
Nashville road, and at first the plan was to gix'e the commissioner, Mr. Fink, full 
authority over the rates. He issued the rates and all were bound to observe them. 
Later it was found that it was important to have some better guaranty, and that 
was effected by means of pooling the business. The commissioner was authorized 
to make allotments to each line, and, if not satisfactory, there was appeal to a 
regular board ot arbitration appointed by the association. Parties dissatisfied had 
a right to appeal to that and present arguments for a change. When allotments 
were established that way, either accepted as given by the commissioner or as 
determined by arbitration, the division was made on a tonnage basis, lines carry- 
ing an excess being given a very small compensation, made small so as not to give 
them any inducement to get an excess, and the balances were settled in cash. 
That was the basis of that pool which was in operation at the time the interstate- 
commerce law was passed which forbade pooling. 
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Q. ('Ey Mr. Farquhar.) Was this in existence up to 1887?— A. And longer. 
But of course it had to be modified. Then a new agreement was made, and it was 
under the new agreement that 1 was for 1 year commissioner of the association. 
Of course the powers of the commissioner were largely reduced then, and the 
method of operation was for the commissioner to maintain close watch by means 
of having all the manifests of the competitive business sent to him. Copies of all 
manifests were sent to him as issued, and they were condensed in his office, so that 
he always had a record of the business done by each line, and his reports showed 
to the executive committee precisely how the business was being divided under 
the agreement at that time, which was merely to maintain rates. 

Q. (By Mr. Ripley.) How many companies were in that agreement at that 
time— how many companies, approximately?— A, The Louisville and Nashville; 
the Nashville, Chattanooga and St. Louis; the Western Atlantic; the East Ten- 
nessee; Virginia and Georgia; the Norfolk and Western; the Richmond and Dan- 
ville; the Atlantic Coast Line; the Seaboard and Roanoke; the Plant ^stem; the 
Georgia Central; the Georgia Railroad; and 1 or Mother rail lines. Then there 
were steamship lines, the Merchants and Miners’, of Boston: theOld Dominion; the 
Clyde Line; and some subordinate Baltimore lines the names of which I do not 
recollect now, because they were freiiuently changing them. It took in practically 
all the steamship lines and rail lines that competed in the Southern territory as 
distinguished from the extreme Southwestern territory. The Mobile and Ohio 
and the Illinois Central were not in the a-ssociation. 

Q. Was the ass ciation successful in attaining its object prior to the enactment 
of the interstate-commerce act?— A. Very successful; and it was very satisfactory. 

Q. What was the immediate effect of the passage of that act?— A. It relaxed 
the maintenance of rates from the very first, more or less. Perhajis I should say 
not from the very first. For a little while they wt nt along very well as they hau 
gone, but within a very short period of time to the time 1 came in as commissioner 
there was moie or less disturbance of rates, which required fre(]uent called meet- 
ings of the o.xecutive committee to consider them. 

Q, So far as you know has an un.settled condition prevailed since that time?— 
A. Of my own knowledge I can not say, exccjit for a year or two after that, or 
less than 3 years after I was commissioner, when I was representing the Rich- 
mond and Danville road in the association. That road I rojiresented in the a'-so- 
ciation at that time. Tlie conditions continued about the same for 2 years. 
Subsequently, I know, from observation and reading the pajiers, that there were 
decisions of the courts which tended to weaken the strength of associations of that 
sort, but the exact effect upon them T do not know, becaua(‘ f have had no connec- 
tion with them since. 

Q. Can you make any statement respecting the present tendencies, the attempt 
to prevent rate cutting, and competition by other means? Is there any extensive 
rate cutting, so far as you know, in the territory served by your railroad?- A. 
No. So far as I know the rates are very well maintained at this time. There is 
business enough for all, and there is very little temptation to disturb rates. How 
it would l>e if it were otherwise I do not know. 

Q. There would, then, be, so far as the maintenance* of rates is concerned, no 
further advantage to follow the absorption of the lew remaining independent 
lines in the South by the Southern Railway?- A. No, I can not see that there 
would be any advantage. Looking at it from my standpoint, I do not see any 
necessity for further absorption in the interest of the public. 

Q. Has the competition at times been sharp between the Atlantic Coast Line 
and the Seaboard Air Line in the past?— A. No: I think not. I think the compe- 
tition between the old Seaboard Air Line, before the enlargement of the system 
by taking in two other systems, and the Southern was (piite bitW at one time, 
according to the reports in the papers and from what I heard from railroad 
acquaintances; but I never heard of any bitter contest or any rate wars between 
the Atlantic Coast Line and the Seaboard Air Line. They may have occurred, 
however, without my knowledge. 

Q. Have rate wars been as frequent in the Southern territory as in the North, 
so far as your observation has extended?— A. I think not. During the time that 
I have had the opportunity to know they certainly have not been so frequent. 

Q. Is there at the present time apparently any effective competition between the 
steamship lines and the railroads in the Southern territory?--A. To speak of the 
situation in that respect as of the present time would be difficult, because I have 
no immediate knowledge of the conditions of traffic. Up to within 10 years ago 
when I did have connection with traffic, there was more or less competition, some 
even from the West, or by means of the trunk lines and the coastwise steamships 
which controlled not only the rates at the South Atlantic ports for Western busi- 
ness, but also to some extent the inland rates. 
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Q. That is, those oompanies were interested in land companies in the sonth?-~A, 
Oh, no. The trank lines simply brought the western products to the ports, and 
they were then taken by the Atlantic coastwise steamships down to the south 
Atlantic ports. That fixed the through rate from Chicago, for instance, or oth r 
western points to Savannah and Charleston, by way of rail and water combina- 
tion. Then Augusta was affected because there was a regular line of boats run- 
ning up the Savannah River to that city. 

Q. Do those lines still operate, so far as you know?— A. I do not know, because 
I have had no occasion to notice. They did up to the time that I severed my con- 
nection with the Richmond and Danville Railroad. 

Q, Some years ago, then, there was effective competition up the rivers from the 
coast into the heart of this southern territory?— A. Yes; in the case particularly 
of the Savannah River. 

Q. Steamers running frequ< ntly?— A. Yes. 

And transporting a considerable volume of business? — A. Yes; it was a com- 
petition that (ould not be ignored by the railroads; they had to make arrange- 
ments in order to protect rates, and they at one time subsidized he steamboats. 
The railroads in the Southern Railway and Steamsnip Association subsidized the 
boats on the Savannah River. 

Q. What are the conditions of ownership of some of the steamship companies in 
the South now? For instance, the Old Dominion? — A. I can not say that the Old 
Dominion is now entirely owned by the railroads, bwause I do not know that 
fact; but I know that three principal lines or systems of i ailroads connect with it. 
They are the Southern, the Seaboard Air Line, and the Atlantic Coast Line, and 
a l three of them are interested in the Old Dominion Steamship Company. 

Q. So that the policy of the steamsU p lines is distinctly m harmony now with 
that of the railroads?~A. Of that particular steamship line that is true, and the 
lines from Baltimore are also controlled by the railways. There are two lines from 
Baltimore, Norfolk and Chesaiieake Ldy lines, of which one is controlled by the 
Southern and the other by the Seaboard Air Line, part and parcel of those lines, 
or of the two svstems. I do not know of any other interest of the rail lines in 
steamship lines running to the Virginia poits or to Charleston. The Clyde lines 
are entirely independent. The Ccean Steamship C ompany, which runs to Savan- 
nah, has always been controlled by the Georgia Central— the old Georgia Central 
and Banking Company— and is, so far as I know, so controlled to-day. 

Q. Can you make any statement re’ative to the position of some of the Southern 
ports — Mobile, for example? Has it p'lysical advantages of location or of harbor, 
etc., which would be injured by th ■ atisorption of the Mobile and Ohio road by 
the Southern Rai road?— A. 1 was for 8 years on the Mobile and Ohio Railroad as 
general manager, from 1884, during which time, of course, I became very familiar 
with Mobile and studied the possibi.ities of the development of Mobile. We 
endeavored to build up there an export cotton bu.siness, but were not very suc- 
cessful. I thought that the tropical fruit busine. s could be handled there proba- 
bly better than at New Orleans, after the Mobile and Ohio was extended, during 
the time I was connected with it, to East St. Louis. Before that we could not do 
anything. We commenced making preparations for that business, and it has 
since been developed, but to what extent I do not know. I see by the annual 
reports that quite a large business has been built up there in tropical fruits which, 
I suppose, will stay there. I do not see any reason why that should bo diverted. 

I do not think the Mobile and Oh o had any export cotton that amounts to much. 

Q. Is there any particular reason why it should not be a cotton-exporting 
port?— A. Because of the difficulties of the port at that time. The water in Mobile 
Bay has been deepened only in a little, narrow, or a comparatively narrow chan- 
nel. The Government is gradually extending the width. I believe. But there 
was difficulty in getting large vessels up. Only a certain class of large vessels 
could be brought there, and those were vessels that were arranged to use water 
ballast. They pumped the water out to lighten them for going down to the sea 
and took them outside of Fort Morgan, and then they pumped the water in and 
got them down to their bearings for seagoing. I did not think there was much 
prospect of building up Mobile for cotton export. Another class of business that 
I endeavored to developed whilst there was the coal business— export business in 
coal. And in order to see what could be done with that the company authorized 
the expenditure of some money and we sent coal down to be burned by the steam- 
ships plying in connection with the Panama Railroad— the Pacific Mail steam- 
ships— and got them to use it; but we found they got their Cardiff coal -English 
coal— very cheaply, and that they liked it; and whilst they said the Alabama coal 
was fair coal, they did not like it quite as much as they did the Cardiff. The price 
of the Cardiff coal was so low. owing to the fact that more or less of it was brought 
over in ballast, not paying freight, that we were not successful, and we lost money. 
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The venture did not pay, and it was dropped before I left there. Whether they 
ever tried it aga n or not I do not know; but I have understood that there has 
been some coal shipped to Cuba through Mobile. I do not see any reason why, if 
there is any demandTfor coal there, they should not shi^ the Alabama coal to Cuba 
over the Mobile and Ohio, because the Mobile and Ohio is a very low-grade road 
and ought to be able to haul coal cheaply if the volume of it is sufficient. 

Q. (By Mr. Clarke.) flow long hauls do they have to make?— A. The haul 
through Alabama was something like 230 miles. 

Q. (By Mr. Farquhar.) Was Pensacola a competing point with Mobile while 
you were trying to build up the coal business?— A. No; not in coal at that time, 
only in lumber. 

Q. And has the lumber business developed in Mobile? Is it still the largest mar- 
ket on the Gulf.'— A. I have not noticed it recently, but a few years ago, when I 
had access to information, it had continued to develop. 1 should have mentioned 
that one of the efforts we made in order to make freight was to develop the lum- 
ber trade, and in doing so we utilized the timber lands belongingtothe Mobile and 
Ohio Company, acquired by land grant. 

Q. Something has been said before the commission here about the competition of 
the Southern rivers. While you were connected with the Mobile and Ohio did 
you notice how much there was of competition in Arkansas or Alabama in these 
small independent boats and the effect they have on the rates?— A. One of the river 
boats could run a.s far up as Columbus, which was on a branch line (it is now on 
the Montgomery extension of the Mo^do and Ohio),and also occasionally, I think, 
it used to come up as lar ns Aberdeen, which was the terminus of the Illinois Cen- 
tral line running into that territory; but it was only for a short time during the 
cotton season. Some seasons there was hardly water enough for them to come 
there at all. And 1 can not recollect that I ever paid much attention to that com- 
petition. Maybe the competition with the Illinois Central kept me so busy that I 
did not notice the bo its. Now, us regards the Alaf'ama River, at the time that 
I was on the Mobile and Ohio there was a regular line established, a lino which 
the Mobile and Ohio recogni/ ed as a connection to Montgomery. It was estab- 
lished some months, perhaps a year, before 1 severed my connection with the Mobile 
and Ohio, and, so far as I can remember now, it was still in operation at that time, 
but what became of it afterwards 1 do not know. 

Q. (By Professor Ripley.) Was the basing-point system of rate making in the 
Southern States in force at the time that you were directly connected with affairs 
there?— A. Not in the sense in which that word is used now. When the Green 
Line was opened from the West into the South in competition with the lines I 
have spoken of, through the south Atlantic ports in connection with the coastwise 
steamships and trunk lines, the basis adopted was to make all rates from the Ohio 
and Mississippi rivers to interior points the same; and that was on an understand- 
ing with the roads north of the river that they would make their rates the same to 
all river points, no matter by what lines. That was the principle that prevailed 
all through the life of the Southern Railway and Steamship Association up to the 
time that I severed my connection with it. 

Q. Will you specify by way of illustration what you mean?— A. I mean this, 
that the rate from Chicago to Cairo, to Henderson, to Evansville, to (Ilincinnati, 
and to any other point on the Ohio or to Memphis would be the same; through 
those points, I should have said, the rate to Atlanta would be made by the combiua- 
tion of rates to those points from Chicago and from those points to Atlanta, and 
that the proportions were the same north of the river and south of the river, no 
matter what river point freight came through. Do I make myself clear? 

Q. What was the basis of that division then? — A. It was not a pro rata division 
at all; it was an arbitrary division. In other words, the lines north of the river 
named the rates to the river, and the lines south of the river named the rates to 
each point south, and the combination of these two made the through rate. That 
was the basis of rates at that time. 

Q. But there was not the element which you find in the present basing-point 
system whereby certain towns, by reason of their size or the existence of so called 
water competition, got peculiarly low rates and the rates to all the suburban 
places were made by adding a high local to that rate?— A. That was not exactly 
the basis of rates. Certain important distributing points, such as Atlanta and 
Augusta and Macon were afforded rates which had certain relations, either the 
same or a certain differential. As far as practicable the most important distrib- 
uting points were given the same rate, so as to enable them to develop equally. 

Q. The number of subordinate rates below those which have through rates was 
not great?— A. The rates were generally made from those distributing points by 
adding the local tariff of the road over which the freight weni 
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Q. It was the same principle which you have in the present basing-point system, 
but not developed to so extreme a degree?~A. The same general principle, yes. 
Subsequently, during my administration as commissioner, it became desirable to 
have uniform rates to what are known as the Georgia and Carolina points. I was 
coming to that as a modification of what I have stated before. And the commis- 
sioner made up and issued a tariff of rates from all points West to what are known 
as Gwrgia and Carolina points, taking in all the principal stations, which were to 
be the same, and agreed upon as the same, whether via the Western lines coming 
across the Ohio, by the Chesapeake and Ohio, coming through Richmond, or by 
any other route that could be made available, such as the Norfolk and Western, 
running down into Virginia, and then shipping south in connection with other 
lines. That was the basis that was adopted a few months before I dissolved my 
connection with the association, and it remains in effect: or at least so I have 
understood. I heard from our traffic* manage'* the other day that these rates are 
practically in effect now, with some modifications. 

Q. Are you aware that the long and short haul clause of the interstate-commerce 
act is inoperative in a large part of the Southern territory? — A. Yes; it always has 
been to some extent. For instance, the rates from Chicago to Atlanta are higher 
than the rates from Chicago to Savannah or Charleston, although the freight goes 
through Atlanta to reach those points. 

Q. Is that condition caused by actual water competition down the river to the 
ocean?— A. By actual competition. The whole question of discrimination was 
raised by the merchants ol Atlanta, who demanded lower rates, and was argued 
before the Interstate Commerce Commission when I was commissioner of the asso- 
ciation; and I suppose, if I had known it was a matter of any interest, I could have 
brought the record up here. It is easily accessible. 

Q. Does it seem to you that the conditions, competitive and others, in the South- 
ein States justify the setting aside of this long and short haul clause as it is at 

E resent?— A. 1 do not know to what extent it is set aside at present, I will say, 
owever, what ray own judgment in that matter has been. Long before the 
interstate commerce law was passed my own practice was in every way possible 
to do away with such discrimination. 

Would you describe it as a discrimination?— A. I do not say that it is neces- 
sarily an unjust discrimination, but it is a discrimination; and I did away with it 
at that time on the ground that the losses in revenue were not large enough to 
justify my company in putting itself in a position to bo attacked all the time for 
discriminating, believing that it was better to forego some little extra earnings 
than to be put in the position of having to defend such rates as just and reasonable. 

Q. You would acknowledge, then, that distance is an element in making rates?— 
A. Yes; I do. 

Q. Will you specify in what way it becomes a factor or to what degree?-— A. In 
my early experience in making rates I was called upon to make local tariffs very 
largely, and the question of what the relative charge should be in proportion to 
distance necessarily had to be considered. I informed myself. Fortunately I was 
helped by some publication in a magazine where somebody had done a great deal 
of work which I would have had to do myself: that there was a general concen- 
sus of opinion apparently among railroads that the charges per ton per mile for 
short hauls should be higher than for long hauls; and I endeavored to find out 
some scale which would be convenient for use. As an engineer and mathemati- 
cian 1 wanted some mathematical scale, and I discovered that the nearest scale to 
it— that is the nearest scale to fit the actual conditions of tariffs— was notin pro- 
portion to the distance, but in proportion to the square root of the distance; that 
is to say, double the charge for four times the haul. The rate for 25 miles would 
be just one-half of that for 100 miles. That, you can see, was a very easily remem- 
bered rule, and I have used it a great deal, Mr. Markham alluded to the Mobile 
and Ohio tariffs, which were made on that basis, this morning in conversation 
with me; he remembered them. I had occasion to examine the official tariff of 
the present commissioners of the State of North Carolina, and I discovered that it 
was based on the same scale, taken from one of my own old tariffs. It was in 
connection with my report that I made to the court on the Cape Fear and Y^adkin 
Valley road for the receiver of the road. It became necessary under an order of 
the court to divide tne earnings between different sections of the road that 
were covered by different mortgages, and give each section of road proper credit 
for gross earnings and to make this division for 5 years. 1 was called on as an 
expert to divide between the long and short hauls— where it was 10 miles on one 
section of the road and 50 miles on another to say how the earnings should be 
divided between them. I thought the proper way to do would be to make the 
divisions on the scale of the approved tariff* of the North Carolina commission, 
which was done, and subsequently, in the examination before the master, the 
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chairman of the commission was put on the witness stand and stated that the 
division was, in his opinion, just and fair, for he had found by comparing that it 
fitted exactly the scale on which their tariffs were made. So that it is in evidence 
that my scale is in use to-day. 

Q. Is it in use in any other States, so far as you know?— A. I do not know; I 
have had no occasion to investigate. It is used on the Southern Railway, I know. 
In other words, the scale that I established as the general manager of the old part 
of the Southern is still maintained there and probably on the Mobile and Ohio. 
Whether anybody else has adopted it or not I can not say. I have frequently had 
requests for a little diagram that 1 made to show it so that you could see by the 
lines what the relative rates would be. 

Q. Will you submit one of those diagrams for us?— A. I will do it with pleas- 
ure. It simply shows the rate line as a curve. Others have also used the scale I 
introduced a good many years ago. The first was Mr. Henry Fink, now president 
of the Norfolk and Western road, when he was first on that road; but it was not 
then the Norfolk and Western— it was the Atlantic, Mississippi and Ohio before 
it was reorganized. Under the law it was required that the cities of Richmond 
and Petersburg should have the same rates to points on our two roads, which 
crossed at Burkeville, 58 or 51 miles from the two cities of Richmond and Peters- 
burg. In making tariffs to local stations beyond the question came up of the 
proper division for the relative hauls, and my scale was adopted as fair by Mr. 
Fink for the Atlantic, Mississippi and Ohio. Of course I thought that if it was a 
proper scale at all it would be fair for the division of rates, and subsequently I got 
out a table of percentages known as “Talcott’s Table of Percentages for Division 
of Rates.” I have been called on by Mr. Culp, of the Southern road, and others 
time and again for copies of it. Mr. Fink adopted it also for the division of rates 
between the Shenandoah Valley and the Norfolk and Western, which I think is 
another indorsement of the scale as a fair one. 

Q. What other b isis of making the local tariffs by State commissions would be 
adopted usually— the proportion of mileage directly?— A. No; never directly; but 
the allowance for long and short hauls does not agree with my scale. Sometimes 
it does not differ very much Irom it on one class, while on another class it would 
be entirely different. 

Q. Is the long and short haul clause enforced, or was it enforced by the State 
commissions within the several Southern States?— A. Generally, yes; I think. It 
was not enforced in Virginia. L ought to amend that. I hapi-ened to be on a road 
the charter of which exempted it for a long time during my management from 
any State interference with the rates There was only one condition upon which 
the State could interlere, and thatwasthat weshou d not pay more than 15 percent 
in dividends; but as they had kindly increased the capital stock we had no show 
of paying 15 per cent dividends, and we difl not come under that law at all. 
Although I did not study very closely the re(iuirement of the law. I do not recol- 
lect any enforcement in Virginia whatever of the long and short haul provision. 
We adopted it in Virginia, and all our tariffs on the Richmond and Danville road 
were made on that basis— no more for a f-hort(T than a longer haul. For instance, 
starting out I would make rates in classes on my scale from Richmond to Burke- 
ville— about 50 miles south of Richmond, where we were crossed by the Norfolk 
and Western— with lower rates from Petersburg, and as the law required they 
should be the same to that station my rates would drop theie, and with the lower 
rate I would just simply go back to a station nearer Richmond and carry that on. 
After passing this competitive point we could gradually work up to the scale 
again. In other words, in one class 1 recollect there used to be two intermediate 
stations that would have the same rate as Burkevide. 

Q. It would not seem to you .lustifiable that there should be a direct drop?— A. 
No: not on the Richmond and Danville. There was one direct drop there; but T 
preferied to do away with it and reduced the rate to the stations between the com- 
petitive point and the terminal point so as to do away with it— so as to make rates 
eijual but not have a higher rate for the shorter haul. 

Q. In your judgment, then, the long and short haul clause is a proper and rea- 
sonable regulation in the making of rates?— A, Provided it does not exclude com- 
petition by forcing a reduction of rates at the intermediate points that the railroad 
can not submit to. For instance, 1 do not think it makes so much difference 
whether it is a water competition or a competition from any other source, if it is 
legitimate and proper and revenue can be made by meeting competition. On 
account of the highly competitive conditions at some points I do not think it is 
always just to forbid the meeting of that competition, even if it does make a dis- 
crimination at intermediate points. 

Q. An elastic prohibition allowing for modification in intermediate cases would 
seem to you to be justifiable?— A. Yes; I have always thought so, and I think 
so now. 
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Q. And does it seem to you that the evasion of this provision of the interstate 
commerce law through the Southern States that exists is detrimental to the inter- 
ests of that section?— A. I can not say without knowing more in detail where 
those discriminations exist and the causes for them. Of those facts I am abso- 
lutely ignorant at this time. 

Q. (By Mr. Faiiquhak.) Does the practical carrying out of the long and short 
haul raise the long haul rate?— A. At some points, yes; at many, no. 

Q. Is not what you lose in handling short haul freight— and all roads must, I 
presume, lose— put on to the long haul?— A. It ought not to be and never was in 
my knowledge on my own road. 

Q. Do you say that the principle contained in the interstate commerce bill of 
the long and short haul is a practical principle of railroading, or is it a theoretical 
principle of the politicians?— A. I think it is a theoretical principle in part, but I 
think that there is a measure of justice at any rate in it. I took it as a measure 
of policy that, unless I could positively demonstrate to the satisfaction of people 
who are not capable of taking a demonstration always— the public— that we were 
not unjustly discriminating, we would better maKe some sacrifice of revenue than 
to be constantly at war with our patrons upon whom we depended, and therefore 
that this discrimination should be wiped out as far as possible. 1 mean, of course, 
the discrimination of the higher charge for the short haul than the longer one. I 
do not think it is just and reasonable to reiiuire it to be an absolutely fixed cast- 
iron rule. 

Q. Is it not practically true that within the last ten years the rates on the long 
and the short haul, if they have been divergent from the principle announced in 
the bill, have really come nearer equalization than they ever did, and are all the 
time coming nearer equalization?— A. 1 must qualify my answer to th it, as I do 
everything that relates to the time within the last ten years. I believe such to be 
the case, but I have not the means of denionstiating the fact at my command 
now. If I had known that question would come up I would have made some 
comparisons to show you that it is the case. I think I could have done so. 

Q. Do you know a single road in the country that strictly observes the rating 
of the long and short haul, provision? Do you know of a single Tcolroad in the 
United States since the passage of that act that has observed it?— A. I did not up 
to the time that I ceased to have the means of known ng what they were doing. 
We were, of course, called upon to defend our course. I acted for the association 
to defend it belore the Interstate Commerce Conimis.sion in one case. I think we 
were always prepared to defend it. I sliould say that I was called upon myself to 
defend the roads against the charge that it wnis an unjust discrimination. 

Q. (By Mr. A. L. Harris.) Was not the provi.^ion put into the law to correct 
the abuse of charging so much more arbitrarily for the short hauls than for the 
long hauls?— A. Yes; I tliink it grew out of the fact that thi* disproportion in 
charge for short hauls and long was in many case.s extreme. 

Q. Then, was it not really a ouestion of business and not of politics?— A. Per- 
haps I answered that question a little hastily. I do not know iiimdi about politics. 
I w'ould like to amend that answer. 

Q. (By Mr. Kennedy.) You did not use the word politics.— A. No; it was in 
the question, and I answ'ered the question generally; but T did not think about the 
word politics in it. 

Q. (By Mr. Farc^uhaw.) You would answer that it was a remedial measure 
so far as the disproportions had existed before the jiassage of the act in 1887? — 

A. Yes. 

Q. And has been beneficial? — A. It has been beneficial: yes. 

Q. If not carried out to the letter?— A. Yes. 

Q. We only want to get at the facts. The other statement is so broad it might 
be taken up. I know some railroad men have said that no railroad can carry out 
the law. 

The W iTNEss. I think they have all tried to carry out the law. Those that were 
under my jurisdiction as commissioner of the Southern Railway and Steamship 
Association did, but they claifUed they could not carry it out in every respect, and 
would defend themselves against the charge of failure to comply literally with the 
law. 

Q. (By Mr. Farquhar.) What experience did you have in making your freight 
tariffs on commodity rates'. —A. Originally the Southern classification was a com- 
promise measure between all the roads in that territory, where they all had differ- 
ent classifications; and it was brought about by competition with the Western 
lines, the Green Line, as it was known, coming into that territory. In the very 
outset, in making that new classification, they were met with conditions in the 
Western business that had to be provided for. There were certain Western products 
that could not be put in the classes at all, that must be treated as commodities. 
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From time to time m our meetinga to discuss .the question of classification there 
were constantly propositions made and good reasons shown why certain things 
would not stand class rates. You may change this class rate ns is i^’oposed, 1 1 was 
argued, but there is no occasion to change the rate on this commodity. Then, as 
a matter of compromise, we would take it out and make a commodity rate for it. 
So, from having only a half dozen or so commodity rates the number increased 
until the alphabet was not long enough to cover them all. I see by looking at the 
classification sheets that others have been introduced since 10 years ago, 1890, when 
I was familiar with the question. 

(^. Have you not about nine classes in the Southern classification now?— A, 
Originally there were six classes, but it takes in a, b. c, d, e, f, g, h, i, j, k, 1, m, n, 
0 , p, q, r, and so on. So thero is a great deal of it. 

Then, when the classification was adoptc'd, theie was another thing to consider. 
In the limits of a State they had State classification.s which were entirely different 
from the general classifications agri'cd upon, and wo had to issue exception sheets. 
I think many of these are still m existence. Whether it is because the State com- 
missioners have not modified their classifications t,o suit the general classification, 
or whether it is because there is some bonefat to the railroads in them that they 
keep them, I do not know; but some of them are l.ept. 

C,). (By Mr. Ripley.) Knowing, as you must, from experience, the complicated 
character of freight classifi(‘ation, does it seem to you that the power to make 
or to approve of such a classifn'ation might wisely be v(*sted in the Interstate Com- 
merce Commission? — A. Certainly not, if wo W(to to have one uniform classifica- 
tion for the whole country. The conditions do not admit of that in my opinion. 

Q. Will you state the objections that occur to you against the promulgation of 
such a uniform classification for the whole country?— A. I only state it as the 
result of my own experience*. When we adopted the original Southern classifica- 
tion thero were some of us who were exceedingly anxious to liave it based on what 
is known as the oflicial classification. Wo prelerred to use that classification, in 
which thero were four classes. When we came to make the new classification we 
found it would not do; it did not tit our Southern conditions. In other words, it 
would put some things in the fourth class that would not stand lourth-class rates, 
and we had to have some lower cln.sse.s. We were not thinking of making so many 
commodity rates at first, and it was supposed that by having a few commodity 
rates we could make the adjustments on them and the four classes might be 
enough, but I think a go«d many things would have to be made commodities and 
come out of the classes in the l^outh if you attempted to enforce the official classi- 
fication in that part of the country. 

Q. (By Mr. Cl \kkk.) Is it not a fact that goods may bo properly put into the 
fourth class in the region of their origin and should be advanced to first class when 
they reach or approach their destination? - A. 1 think that is proper and actually 
the case in some respects. Where, as in the South, they are endeavoring to encour- 
age manufactures commodity rsites are made for manufactures which would put 
them in a very low class; but whi'ii they strike tlie official classification they go 
right up to first class. 1 think that is a practical illustration of what I understand 
you to mean, and 1 think theie i8*not any impropriety in it. 

U. Take the case of California fruits "as an illustration. Fruit is abundant in 
California. It is at certain times the ])rincipal article of freight. It may belong 
in a low classification properly, but when it gets farther east it becomes a rarer 
commodity, and there are certain* reasons incid(‘nt to its perishable nature which 
also have a bearing, and the price of it becomes higher when it gets nearer the 
places of distribution because there is smaller competition, etc. Would it not 
seem, therefore, that unless there can be some uniform system of transfer from 
one classification to another, that it is absolutely impossible to have a u’niform 
classification and do justice to the dili’erent sections —A. I think so. I think 
also that would be illustrated by a comparison of the classifications of the differ- 
ent States. The Florida railroad commission, naturally looking after their prod- 
uct down there, would put Florida oranges in a lower classification than they do 
in Virginia, where they do not raise them. Though I have never made the com- 
parison, I am sure you would find that fully illustrated in the State classifications. 

Q. (By Mr. A. L. Harris.) Is the country now divided into divisions for classi- 
fication?— A. No; except so far as between the Official covering the Northern lines 
and the trunk lines and those roads that take the trunk-line classification, as, for 
instance, the Norfolk and Western and the Chesapeake and Ohio coming into the 
South. They are essentially Western lines; they take the trunk-line classification, 
and the others take for their business what is known as the Southern classification. 

Q. You have a division known as the Southern division?— A. The Southern divi- 
sion; yes, 

Q. And one known as the Western?— A. I do not know anything about that; 
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that must be west of the Mississippi. Our Southern classification does not go to the 
Mississippi; it does not take in the Mobile and Ohio and the Illinois Central. They 
have always been out, on the ground that their competitors were largely on the 
other side of the river, and they had to work with tWn and not with the roads 
farther east 

(^. (By Mr. Ripley.) Do you make that statement in the light of present con- 
ditions? Do you understana the present Southern division does not extend to 
the Mississippi?— A. Originally it did not, and never did, as far as I know; and I 
presume it does not now, from the remarks made here this morning with reference 
to the Western classification. 

Q. (By Mr. Clarke.) Would it be feasible in railroading to establish a zone sys- 
tem of classifications, so that an article should go in one classihcation until it 
reaches the border of that zone, and then pass into another if it is carried for a 
long haul?— A. I should have to study the conditions before I could answer that 
question intelligently; I am not iirepared to say it would be possible or practicable. 

Q. (By Mr. Ripley.) Do you recognize that by a change of classification 
rates may be advanced or decreased?— A. Certainly; you can put things in a 
higher or a lower class. 

Q. Have you any knowledge of the recent changes in the Southern classifica- 
tion?— A. None whatever. 

Q. Were distinctions made in the original Southern Railway and Steamship 
Association classification between carloads and loss than carload lots? — A. Yes; 
some. 

Q. Have you any opinion as to whether that distincth)u was as great ls it is at 
the present time?— A. No. That fact could only be arrived at by detailed com- 
parisons, which I have not made. 

Q. Have you any knowledge respecting the causes which led to the low rates at 
Richmond, Lynchburg, and Norfolk on through business from the West?— A. The 
rates from the West t) Richmond were naturally reduced when the Chesapeake 
and Ohio opened in 18 r4, because they made trunk-line rates to those cities the 
same as to Baltimore, At that time the trunk-line r.ites to Baltimore, whatever 
they were, were adopted by theChesapeake and Ohio. The Western business had 
been coming through Baltimore prior to that time and then down to Richmond, 
being distributed South on the rates from Baltimore to the South added to the 
trunk-line rates to Baltimore. But when the Chesapeake and Ohio adopted the 
Baltimore rates at Richmond, naturally there was an entire change. They could 
not charge any more than the locals from Richmond south instead of the locals 
from Baltimore. Tliat made a readjustment. The present basis of making rates, 
as X understand it, is one of comparatively recent adoption— that is, they make 
Richmond, Lynchburg, Norfolk, and Portsmouth, and perhaj s Petersburg, gate 
cities from the West: and the Western lines agree to make the rates the same to 
all these points, notwithstanding the length of the haul varies. Then the Southern 
lines make their rates to interior points by adding either locals (^r agreed rates to 
interior points. That is something entirely new. That method of making rates 
has come in since I had any connection with the traffic, and I am not familiar 
with the details of it. 

Q. Does it seem to you to be an improvement over the conditions which pre- 
vailed 10 or 12 years ago?— A. 1 do not know the reasons why the change was 
adopted. There may have been good and sufficient reasons for it, but what they 
are, 1 am not informed. 

Q. Have you any information respecting the recent cases before the Interstate 
Commerce Commission, involving the cities of Danville and Lynchburg?— A. I 
have not. There was a complaint at Danville, but I have not read about it. 1 
remember receiving the papers from the Interstate Commerce Commission’s 
office, but I did not read them. 

Q. Are there any fast-freight lines operating over the Seaboard Air Line at the 
present time?— A. No. 

Q. No fast-freight lines or express lines which transport freight in the South?— 
A. No; the freight lines are run entirely by the railroads themselves, who do the 
freight business now, except so far as it is carried on passenger trains by the 
express companies. 

Q. Have you any information as to the relations between the railroads and the 
express companies in that business?— A. No; I have not any recent information. 
Never since I became connected with the Seaboard Air Line have 1 had occasion 
to examine that company's contracts, and I do not know what the arrangement 
with the express company is. I am not informed as to the contracts of that com- 
pany with the express company. 

O. What were the former relations between the express companies and the fast- 
freight lines which did business over those railroads?— A. There were no fast-freight 
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lines in the South that I know of; nothing like the Northern fast-freight lines. 
They were all made up by a combination of the railroad companies, each putting 
in its quota of cars and making a line organization, which was the railroad com- 
panies acting jointly; and the railroad companies severally had no intermediary, 
such as the fast-freight lines on some roads North. Now the express company’s 
contracts, so far as 1 have knowledge or am at present informed (and my informa- 
tion dates back to the time when I had means of knowing absolutely) , call for 
transportation on passenger trains, and the railroad companies agree to give them 
the available space, not to interfere with the transportation of the mails or pas- 
sengers and their baggage. In other words, the railroad is, or was, the sole arbiter 
as to how much space they had that could be used for express, and how little. 
But the rates were made % the express company, and the divisions were made 
between the ra Iroad company and the express company on a percentage basis— a 
certain percentage for local and another percentage for through business, the 
express company getting a larger proportion of the through competitive business 
than it did of the local business. I do not recall those percentages now. I could 
give them nearly, but I do not like to state figures that are not absolutely correct. 

Q. Can you make any statement respecting the general physical condition of 
the railroads in the Southern States? Have they improved of recent years? — A. 
Yes; they have improved very much in every respect, both as to track, weight of 
rails, capacity of engines and of cars, and their equipment generally. They are 
improving every year, too. 

Q. What is the practice in that part of the country as to making charges for 
new equipment and improvements? Is it to make these out of earnings or usually 
by the issue of new stock?— A, Generally out of the earnings, because the usual 
way is to purchase additional e(piipment on the car-trust x)lan, where the payments 
are made monthly or quarterly. 

Q. Are these car trusts common in the Southern States at the present time?— A. 
They are (juite common; very general, I think. 

Q, Now as to the improvements that are made in the way of additional facili- 
ties for handling business?— A. They are required every year. There is a differ- 
ence of practice, some roads charging the cost to operating expenses, and generally 
when they do that they note it as a betterment included in operating expenses; 
others charge to the property a. count as a construction expense if it is of any 
inagnitude. I do not think there is any fixed rule; each company determines for 
itself how it shall charge it. 

Q. Have you formed any judgment us to what is the proper basis for capitaliza- 
tion of a railroad? Should it be the original cost, or should it be based on earning 
capacity?— A. I have had that question before me mure than once, and I am free 
to say it is the hardest problem that ever was propounded to me. I do not see 
how you can properly disregard the physical value of property and p’ace the capi- 
talisation .solely on a road's earning capacity, and yet it is a fact that the public 
and financiers appreciate a property only for what it will earn. I have seen that 
test made too often to doubt it. I was called upon in (he Cape Fear and Yadkin 
Valley case. The (luestion there was that of separating a property which had 
been worked as an entirety, no separate accounts having been kept of its earnings, 
and of determining the relative value of the different parts that happened to be 
covered by different i eries of bonds. Not only had the earnings to be divided in 
order to show the Relative earning capacity of each section of the road, but each 
section had to be appraised physically. In that case I presented several plans on 
which the value of the bonds could be ascertained. The one that I recommended 
to the court was based on my conviction of what was proper; that it should be 
treated as a partnership concern, four partners putting in their property at a valu- 
ation and doing business and each one getting credit, not for the business per- 
formed, but for the amount contributed by each. That is the nearest illustration 
I can give you in the way of a case that involves that principle. Practically, the 
court made the award, 1 think, on that basis, with some slight modifications in 
my percentages. In other words, I consider the value of a property and the value 
of the franchise as two different things. I have had that same question presented 
in propositions to consolidate, where there were different properties in a big sys- 
tem, with different stockholde s, and the majority or control held by one party, 
the question being how a fair consolidation could be made and stock issued to the 
stockholders in the consolidated road. I have had to make recommendations in 
such cases, but I can not recall now precisely what they were. I arrived at some 
conclusion in that particular case. 

Q. In your judgment, the actual investment in a property should bear a definite 
relation to the capitalization, should it not, rather than that the capitalization 
should be based solely upon earning capacity?— A. I think so. A road is t ertainly 
worth something; the very property, if taken to pieces and carted away, has some 
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physical value. There is where the (luestion comes in, and it is argued both ways, 
one contention being that you shou;d take only what the old rails would sell for 
and what the buildings would be worth for farm purposes, and what the equip- 
ment would sell for. 

Q. You are assuming that the physical plant is worth more than the earning 
capacity of the road?— A. Not necessarily. It is not likely that a road would be 
torn up if there was any value to the franchise whatever; but in the event the 
franchise was worthless, the physical value of the road would be the only element 
of value in tlie road. 

Q. What was the principal cause of the various receiverships of prominent rail- 
roads, such as the Norfolk and Western or the Richmond Terminal, etc.. 4 or 5 
years ago? Were they due to defect of management or to financial mismanage- 
ment?— -A. Financial mismanagement, or, I would rather say, I do not know that 
that expresses it exactly. I might say that in their anxiety to build up a big sys- 
tem they bought properties and paid higher prices for them than should have 
been paid— more than th(>y were worth. In other words, in the case of the Ter- 
minal company, they diluted an exceedingly valuable stock by hanging on to it 
weak properties until they broke its back. I speak of the Richmond and Danville 
road. A more solvent institution never existed until they loaded it down; and it 
was not really bankrupt when tliey put it in the hands of the receiver. It was not 
in default even on a note— a very strange case. 

Q. (By Mr. Kicnnedy.) Was not rate wars one of the great factors?— A. No; 
not in that case nor in the case of the Norfolk and Western— the Atlantic, Missis- 
sippi and Ohio, which is now the Norfolk and Western. 

Q. Ruinous competition or rate cntt ng has nothing to do with bringing about 
the receiver8hips?“A. I am referring to these two particular companies. In 
many of them failure was due to reckless competition, 

Q. (By Mr. Ripley.) There is danger, then, in the growth of great consoli- 
dations, that they may be formed on a basis which will not stand the pressure of 
adverse years?— A. ^es; if left to the judgment of individuals they are apt to 
make mistakes and issue too much stoclL 

Q. The criticism has been made of the Southern Railway that it has acquired 
many of its constituent jfroperties at a very high figure, and that its capitalization 
at the present time is excessive. Have you any statement to make resiiecting the 
capitalization of roads in general through the South.-'—A. No. I think you referred 
to the Southern. If my memory does not fail me, the Southern has actually asked 
permission of the legislature to reduce its capitalization. 

Q. Ithasattho present time?— A. I think so; at the last legislature; but what 
disposition was made of the request I do not know. I heard at the time that there 
was a move of that sort; that they had erred in putting their capital too high. 

Q. (By Mr. Kennedy.) The legislature of what State?— A. Virginia. The 
Southern is chartered in the State of Virginia. The State gave the road a very 
liberal charter, without any name, and the opportunity to fix the name afterwards. 

(Testimony closed.) 


Washington, D. C., April 19, 1901. 

TESTIMONY OF MR. GEORGE H. ANDERSON^ 

Secretary Chamber of Commerce, Pitt.sbnry, Pa. 

The commission met at 10.55 a. m.. Chairman Kyle presiding. At 2.37 p. m. 
Mr. C4eorge H. Anderson, secretary of the Chamber of Commerce, Pittsburg, Pa., 
was introduced as a witness, and, being duly sworn, testified as follows: 

Q. (By Senator Kyle. ) Please state your full name, address, and occupation.— 
A. George H. Anderson; secretary of the Chamber of Commerce; Pittsburg. I 
have prepared a brief statement in writing which I wish to submit, and as it has 
been done with a great deal of haste I would be very glad to explain my written 
paper with any information that your questions may draw out. 

(The witness announced his subject to be “ Transportation as affecting industrial 
affairs in the United States,” and read as follows:) 

“In accepting your courteous invitation to appear before you and contribute 
any observations of my own regarding tho matters under consideration, I fully 
appreciate the fact that the questions of labor and industrial activities in their 
economic, social, and political aspects are second to no other.s affecting the welfare 
and prosperity of our country. 
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“I have taken the liberty of following my own line of thought, rather than 
undertaking to discuss in minute detail the propositions so intelligently considered 
and submitted by your committee, and trust tnat details may be brought out by 
a supplemental talk before your body. 

“You will understand that most of my practical observations in the matter of 
industries and transportation have been made in the Pittsburg district, where I 
have resided all my life, and these can not fail to throw some light on the matters 
under discussion, when it is understood that Pittsburg is the largest producing 
center in the world, and has contributed a full share in that export traffic which 
now exceeds $2,000,000 daily in excess of imports, and is a leading factor in the 
unexampled prosperity of our nation. 

“ The Old World, in its supremacy as a producing center for a thousand years, 
achieved the height of its success mainly because the cheapness ot labor, which 
brought its working people to the verge of a pauper class, who were only glad to 
earn enough for daily bread of the coarsest kind, and utterly without any hope 
for a betterment of condition for themselves or their children. 

“In this country, richly endowed as it is by the Creator, no such model for 
industrial conditions can be accepted, but wo may consider the experiences of older 
countries as so many studies to ])ertect the system of the new. 

“In our land the conditions of success and prosjiect for continued prosperity 
are, in my view, to bo found in a system of transportation, the cheapest and best 
to be attained, that will bring our pioducts to tide water and thence to the mar- 
kets of the worUl; or, in other words, cheap transportation rather than cheap labor 
will enable the United States to hold its vantage ground in the world’s trami-. 

“The increase in population and wealth in this country is largely due to its 
industrial development, and this im rease would have been simply impossible but 
for an expansion in rail way fa( ilities, which, to the credit of American enterprise, 
has alwa\s kept in advance of theriMjuirement. 

‘ ‘ Take for illustration the city of Pittsburg. In 1 880 it had a population of about 
12,000, and up to ISoO the incn^aso was very moderate until the entry of the Penn- 
sylvania Railroad m 1852. 

“This was the real beginning of a career of prosperity in industrial lines unex- 
ampled probably in the world’s history. The advent of the Pennsylvania Railroad 
was followed l)y the Pittsburg, Fort Wayne and Chicago system, west and north. 
These were followed by the Baltimore and Ohio. Pittsburg and Lake Erie, and a 
number of others of more or less importance*, and last of all the Bessemer, or 
('arnegie road, connecting the traffic of the (ireat Lakes with Pittsburg. The 
especial business of this line is to bring ores from the Lake Superior region to the 
furnaces in this distiict, and having vessels, docks, and mines of its own. is ena- 
bled to carry its great burden of traffic at the cheapest possible cost, and marks 
Pittsburg as the greatest producing and distributing center in tonnage in the 
world. 

“ During the last year 2,290,000 car loads wore handled in Pittsburg (not includ- 
ing freight in transit); in tons, 57,050,405; river traffic, 8.813,166; total, 65,863,631 
tons. 

“The population within corporate limits is 330,000; in the county, which is the 
real Pittsburg, are over 800.000 people, and of this number 150,0()0 men are em- 
ployed in the various productive plants. 

“The total capital employed is estimated at $2,000,000,000. The Pittsburg dis- 
trict, taking Pittsburg as a center, within a radius of 60 miles, contains a larger 
population than any corre.sponding area in the United States west of the Atlantic 
coast, and is really an empire of industrial enterprises. 

“ With these brief facts, it will be easy to see that a complete interdependence 
exists between industrial interests and transportation; neither could prosper 
without the other. 

“ TFapes. — The wages of the railroad men are probably the most stable of any. 
The tendency is toward piece or contract work— the rive; men being paid by the 
trip and mecnanics by the piece. In times of depression it is the rule to give the 
trainmen approximately 1 uil time, and to let the extra men go. In shops there is 
a reduction in hours, but not in rates. Blacklisting discharged employees is not 
done on any of the large railway systems. 

“ 7 Vom.sKm.s /or mik and disabled employees.~On some of the large systems there 
are established volunteer relief departments, to which the railroad companies con- 
tribute enough to pay all expenses, and they also guarantee to make up any defi- 
ciency in the event that the contributions of the members are not sufficient to pay 
all obligations. Membership in the relief department is entirely voluntary. 

“Pennsylvania lines west of Pittsburg have about 30.000 employees, with 18,500 
members of the relief department, or a little over 61 per cent. 



638 INBUSTEI AL COMMISSION : — TBAN8POBT ATION. 

“From the date of organization, July 1, 1889, to February 38, 1901, nearly 11 
years, the payments to members have been— 



Number 

cases. 

Amount 

paid. 

Death benefit: 

Accident 


1396,257.19 

^9. T\9A IK 

Natural 

1 401 

Disablement benefit: 



Accident 

ju ilia 

819,687.65 

1 fisu nas 

Sickness 

80 870 

Total cases 

187,203 1 

X) ywtf ulki. Oi 

3,003 405.96 





The members of thi se departments are strongly in favor of them, and vigorously 
oppose action and efforts on the part of representatives of life and accident com- 
panies and officers of labor organizations having benefit orders to have legislative 
action taken to break up relief departments of railroads. 

“ Safety appliancen.—^he introduction of safety appliances, such as automatic 
couplers, air brakes, and hand holds, while costing the railroads of the country a 
good many millions of dollars, has reduced the number of casualties to railway 
employees from 28 per cent of the total number of cases reported to 10 per cent of 
total cases re[)orted. 

Extract from Book of Rales , — The use of intoxicants by employees while on 
duty is prohibited. Their habitual use, or the freiiuenting of places where they 
are sold, is sufficient cause for dismissal. 

‘‘ This rule is strictly enforced on all larger railroads, and has a most excellent 
effect on the men, and drunkenness is very rare among railroad men where it was 
very common 20 years ago. 

** Unjust discrimmation aad undue preference by railroads . — This is not prac- 
ticed to the extent that public opinion would lead one to bebeve. If one city or 
^trict is specially favored in any respect, it is but a short time until the railroads 
in other districts are compelled to grant same concessions in order to protect indus- 
tries dependent upon them, as by protecting your patrons you sustain the life of 
the railroad. 

“ Stability of rates is more desirable than extremely low ones. Discriminations 
against any special locality can not exist lor any very great length of time. 

“ The favoring of special shippers and special commodities of the Canadian roads 
has forced railroads in the United States to give equal concessions; and if these 
rates aie not remunerative the loss must be made by excess charges in other com- 
modities and on other shippers. 

“ If one city or district is specially favored, it is but a short time until railroads 
in other districts will be compelled, in order to maintain themselves, to offer ship- 
pers same or better rates than the specially favored district temporarily enjoys. 

“ While recognizing the importance of railway service as the greatest factor in 
industrial interests, 1 wish to call e-pecial attention to waterways transportation, 
without wh ch, in spite of railway facilities, the commercial traffic and general 
prosperity of our country would be dwarfed and crippled. 

“The waterways of the Great Lakes furnish transportation for over 25,000,000 
tons annually at a rate simply impossible in railway service. The greater part of 
this vast traffic is in the ores of the Superior region, and, at a cost of half a mill 
per ton per mile, has made possible the supremacy of the United States in iron and 
steel production. 

“The navigable streams in the great Mississippi and Ohio valleys carry a bur- 
den of over 80,000,000 tons, which is distributed from the head waters of the Ohio 
to the Gulf of Mexico, thence to the world’s markets. 

“The nat on is to be congratulated that our Government, appreciating the ines- 
timtable value of these great arteries of traffic, through which pass our commerce 
which is the lifeblood of the nation, is doing all that is necessary to preserve and 
improve these so that the best results may be attained. 

“The scarcity and high price of fuel in the older countries is rapidly taking 
from them their supremacy in productive forces. With the cheapest, best, and 
most abundant supply of fuel, the center of industrial production will be changed 
to the United States. Not only so, but with our unlimited coal deposits and 
favorable transportation rates by rail to the Atlantic coast, and water to the Gulf, 
the world will pay tribute to the United States for its fuel supply in the future. 
The constraction and ownership of an Isthmian canal will stnl further advance 
Qur facilities for export, and would prove the greatest boon to our commerce. 
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“ I am compelled just here to digress slightly, iu^calling your attention to the 
imperative demand for reinstatement of the United States merchant- ship service, 
to carry our own productions into market. Unless the Government makes pro- 
vision for this lack in transportation, pray let me inquire what use there would 
be for such canal without ships to traverse it? It would simply be a convenience 
to the ships of other countries, without any corresponding advantage to ours. 

'•There should be no rivalry between rail and water transportation. One is 
sim ly a powerful auxiliary to the other. In Europe, where improvement of 
waterways for transportation is carried on to an extent not dreamed of in this 
country, it has been found that where navigable waterways have been established 
new railroads have beenfouml necessary and older and unprofitable ones parallel- 
ing these streams have been made prosperous. 

"The London Chamber of Commerce, the best authority on industrial ethics, 
says in its Journal of March, editorially, that the enormous sums expended in 
France. Germany, Austna, and other countries on the Continent in construction 
of canals and other waterway improvements is from an enlightened commercial 
policy, giving the easiest and most economical Iransportation of products to 
markets, and unless Great Britain adopts similar measures slni will lose her pre- 
eminence as a prodiK ing nation. 

"Words coming from suth a source are of the deepest importance, and this 
country should not be slow in giving them the most profound consideration. 

" The great Kiel fShip Canal, c< nnect ng the waters of the North Ser with the 
Badic. originally (ionstructed by the German Empire solely for military require- 
ments, has niriiished a genuine surprise to its makers. 

‘•Re])orts from Kiel lor the first year of its operation.s, ending March, 1900, 
show that flO.tiol vessels used the canal, all of whit h are merchant vessels, many 
being largo, ocean going ships, e. cept (r)2 belonging to the German navy. 

" In our own country, tlie lir.st of a proposed line of steamships from the Great 
Lukes to Europe direct will leave Chicago for Hamburg via the Welland Canal 
and Ht. Lawrence Kiver. Other steamers are scheduled to follow. 

"The effect of carrying America', products from the heart of our country to 
central Europe by continous water trans])ortation can only be surmised. It may 
resu.t in a revolution in the carryingtrade to markets in the Old World. 

" The magnitude of interests involved in the transportation and industrial situa- 
tion are worthy of caieful investigation and the enactment of proper laws for 
their government and control. 

'• The Interstate Commerce Commission lias been (treated with a view to restrain- 
ing railways from any undue exorcise of power or discrimination unfair to the 
general public. In my judgmtmt this body should be sustained in its work by 
adequate legislation consistent witli e(iuity and proper railway management. 

"Pooling agreements should bo legalized as betwe('n trunk and competing lines; 
^luch agreements made juiblic, and under control of the Interstate Commerce 
Commission. To refuse legal authority for such pooling is to continue the system 
without restraint or pulilicity, which is against public policy, and leaves a wide- 
open door to unfair discriminations. 

"One of the most serious questions in the whole range of the subjects under 
investigation is the proper method of dealing with the great army of men employed 
by railway and industrial interests. In my judgment, most of the strikes could 
be avoided and differences settled by a friendly jilan of arbitration and a rcc ig- 
nition of labor assocjiutions. Our system of education is sucli that American work- 
ingmen have sufficient intelligence to understand their rights and courage to 
maintain them. 

“After all, it is a matter of punctillio to agree to meet individual workmen but 
reject their representatives. Wise laws of recent enactment in England and 
France providing for arbitration of labor difficulties have caused strikes to be 
almost a thing of the past, and might be adopted with good results in this 
country. 

" Your commission has before it an exhaustive investigation of the conditions of 
transportaticin and industrial interests of our country, and if possible present 
plans by which etiuitable and harmonious relations shall be maintained between 
these great factors in the country's progress. 

‘‘Should these be successfully carried out your work would be of incalculable 
value, and, inmy judgment, the great factors necessary to these ends will be found 
in conciliation, arbitration, and mutual lorbearance.’’ 

(^. (By Mr. Kennedy.) I want to ask you. Mr. Amierson, if there are any dis- 
criminations practiced by the transportation companies against Pittsburg at the 
present time that you have to complain of?— A. The (luestion is a very pungent 
one. I have given the matter a great deal of consideration, and I find that dis- 
criminations against Pittsburg have largely disappeared. The time has gone by 
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when Pittsburg suffered greatly from railroad discrimination, and with the best 
information I can get from people who are most largely interested in the trans- 
portation interests of Pittsburg I can find no special causes of complaint. I imag- 
ined there were such causes until 1 made an investigation. 

Q. You think that all the shippers are treated alike by the railroad companies 
as far as the roads Jire concerned?— A. If there is any discrimination against cer- 
tain people or certain interests 1 have no knowledge of it, nor could I obtain any 
information indicating that state of affairs. 

Q. As secretary of the Pittsburg Chamber of Commerce would you be likely to 
know of such practices if they existed?— A, Yes. 1 would like to state, in further 
answer to your question, that some three years ago the chamber of commerce, 
with the theory that there were discriminations against Pittsburg interests, 
attached a transportation board to the chamber of commt rce and employed one 
of the most competent men they could get in connection with it. We maintained 
that bureau for 2 years, and at the end of the time divorced the bureau from the 
general husiness of the cha mber of commerce for the simple reason that we could 
find nobody who had any complaints to make against the transportation interests. 
As far as 1 am concerned, as head of the chamber of commerce 1 took every pains 
to make that d( partmeiit of use to the people, and. if possible, find out if there was 
any discrimination. I found no system of discrimination against our people at 
all. Whether things go on that 1 could not discover is another matter. Onr 
doors are wide open to all people transporting, and with the exception of 2 or 
13 trivial complaints there was no discrimination, and they were corrected as 
soon as the railroads attention was brought to them. I could not find any. Yet 
I told you here my own personal opinion had b( en that there was; but 1 had no 
authority for that belief except general imjiiession. 

Q. You do not know, then, that these discriminations did exist in the past?— A. 
Yes; I knew of my own knowledge they did exist in years gone by. 

Q. You think now that there is a marked iini rovement?— A. A very marked 
improvement, and I have gone as far as a man can go in finding out from the 
other side their purposes and their actions in regard to this matter; and most reli- 
able railway men I hav(‘ talked to about the matter .‘■ay that they are glad to be 
relieved of any apparent neces.sity of making discriminations. In the early days 
of railroading a railroad officer would have a brotlier, a cousin, or other relative 
in, say, the coal husine.ss, and would give him a special rate on coal to Philadel- 
phia, and the man across the road wou d .said his coal to Philadelphia and pay 
double the jirice for transportation. Tliere seaiied to be no way to remedy the 
evil; but under the pre.-ent condition of affairs, and on account of the supervising 
power of the Interstate Commeico Commis.sion. I am suro that discriminations 
have been almost entirely abandoned. 

Q. Do you think tin; change is due more to the action on the part of the Inter- 
state Commerce Commission than to the community of interest or a better work- 
ing understanding between railroad managers?— A. 1 think it has come about 
largely by 1 oth these iiifiuences that you speak of. Public opinion, which clamors 
for recognition and correction of wrongs, has l efu a potent factor in mending 
matters, and now that the Interstate Commerce Commission has access to compm 
men to develop the condition of their business, I think it has had a great deal to 
do with lessening the discriminations practiced in this country. 

Q. Has the great prosperity of the country, which gives the railroads all they 
want to do without discriminating and cutting, had anything to do with bring- 
ing about a better state of affairs m this respect?— A. I had not thought of that 
especially, but I would think it reasonable that it would have such a tendency. 
During the last 2 or 3 years, as you all know (and I speak more especially of 
Pennsylvania interests and of the Pittsburg part of it, knowing more about it), 
the railroads have had all they could do, and more. They have been overta.xed. 
Traffic has gone north and south of the Pennsylvania lines simply because they 
had not cars for transportation. All their roadbeds were lined with trains carry- 
ing the products of the State from one end to the other; and it would be entirely 
reasonable, it seems to me, that there would be no occasion for railways to prac- 
tice any such discrimination as has been indulged in heretofore. The thing is to 
only get the railroad to carry your stutf. The question of discrimination does not 
cut any figure of late. 

Q. You think, then, that good times have had a good deal to do with this change?— 
A. I certainly do. Ihe railroads have been participants in the general prosperity 
of the country, and their reports show their income has been largely increased, 
their profits being correspondingly great, without any special increase in the rates 
of transportation. 

C^. Would you fear, in the event of another era of business depression, that they 
might get back to this practice of discriminating to get trade,- or do you believe 



G. H. AISTDERSON: — POOLING AND CONSOLIDATIONS. 041 


that by that time there will be such a consolidation of railroad interests that they 
will practically pool their business without any permission of the Interstate Com- 
merce Commission or the laws of the country? — A. My general answer to that (paes- 
tion would be that I believe most sincerely and heartily that legalized pooling, 
under proper restrictions and under the control of the Interstate Commerce Com- 
mission, will cause the discriminations, as a rule, to disappear throughout the 
United States. That is my judgment; 1 am very strongly of that opinion. 

Q. Have you thought about the little need that there will be for legalized pool- 
ing and the lessened demand for it by railroad magnates at the present time as a 
result of railroad consolidations and community of interests?—A, The refusal of 
the (xeneral Government to legalize pooling will force the railroads into consoli- 
dation, in my judgment. Then you will have the condition of affairs that you 
hint at. If this system of pooling is recognized and under proper control, it will 
release the railroad companies from the necessity of such a consolidation, which I 
think will be a very bad thing for the general interests of this country. 

Q. Don't you see it taking place?— A. But to sti 1 1 urther answer your questions, 
I would call your attention to the fact that the railroad interest, as I said in my 
report, is the great industrial interest of this country. The money of capitalists 
is invested in railroads; the money of estates, widows, and orphans, and almost 
any man or woman who has a little surplus money or a great surplus of money is 
interested in railroad securities; and if it was thought advisable to refuse to allow 
railroads to make equitable rates, and to allow them such means of iiroventing 
the cut-throat rates as have prevailed at time.s, and railroads destroyed each other, 
as they ultimately would, it would bring a disaster on this country not comparable 
with anything that liasev(>r taken place before. I look toward and dread the time 
that r.ulroads m.ght become bankrupt by re.strictions of that kind, and disturb the 
interests of the country commercially, industrially, and liuancially, and it is the 
duty of this commisdon, as well as that of every thoughtful citizen, to see that 
the railways are properly ])rotected. Gnait as they are, and rich as they are, 
public sentiment has a great deal to do with maintaining the railway system 
profitably or of letMiig it go to the dogs. You all aro old enough to see the effects 
of railro id cutting. 1 am getting a carload of produce at half price; I rejoice that 
I only pay $')() for this car of freight when I used to pay ^loO. The managers of 
otlier railroads hoar of it, and they bring a carload tlirough their road for half 
of that again, and in addition come to my place and give me a chromo, or a free 
pass, or something of that sort. 1 don't know anything about it, excepting that 
those rates are ruinous, and that no railroad could maintain itself long under 
such a condition of afi'aiis, and no thinking man or community of men wants the 
railways to bo prostrated or lose money and become bankru' t. If they should 
we would all be in the same condition: but I look, as far as is possible from my 
point of view, to the fact that this nation of ours is so richly dowered with natural 
resources, mineral, agricultural, climatic, With everything that is conducive to 
wealth and prosperity, and to the fact that wo have acquired just now such a 
position of vantage over tlui Old World producers, and I be ieve that we will all 
conclude that it becomes us all as much us po^sibielo preserve this condition of 
affairs rather than to injure the railroails by putting a restriction that would act 
injuriously on every industrial or agricultural interest of the country. They must 
bo prcseri ed and cared for as an integral ] art of the prosperity of the country. 

Q. You say if legalized pooling is not al.owed, that these consolidations or com- 
munity of interests which I have alluded to would bo apt to be for ud because of 
refusal. Do you believe that there is now such a consolidation of the railroads of 
the country, uniting three or four great systems, and that the community of inter- 
est and management between those great systems is so compact that the roads are 
virtually relieved of the necessity of a.sking for legalized pooling'-*— A. Perhaps 
that is measurably true, and I believe the great lines of transportation railways of 
the country have been driven to that resort as the only alternalive between throat- 
cutting rates and saving themselves from los '. 1 think if Congress had legalized 
pooling II or 4 years ago, that such a thing as the great Pennsylvania system 
trying to control the Baltimore and Ohio, or of any great system controlling 
the other by acijuiring a majority of its stock there would bo no necessity for 
these things; and after that I never could see how anything but a destructive and 
wasteful competition between railroads will ensue unless they have themselves 
the privilege of pooling, or unless otlier courses necessary to their safety shall be 
provided. 1 think you have struck the hinging (luestion to-day affecting the trans- 
portation interests of the country. 

Q. In what way would you enlarge the powers of the Interstate Commerce Com- 
mission to have it more effective?— A. I would suggest, without a great deal of 
thought on the subject, that their powers could be properly enlarged by placing 
them in charge of pools to be carefully provided for by law, and that the decisions 
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It stands to reason that il there were, if laws wi re provided for pooling ™d<>r tbe 
care, oversight, and dirertion of the Interstate Commerce CoinmissiOD, thdt tlieir 
decisions should stand, and they would prevent unjust discrimination. Such laws 
would make all railways more or less prosperous and re'ieve the railway coiu- 
panies from this dire necessity of controlling the stock of other roads in order to 
cut loose from dantrerous competition. The waste of competition has been a great 
factor at times in the aftairs of our country, and these vast combinations that have 
be»>n formed within the last 2 or 8 years are the result ( f wiisteful competi- 
tion between institutions of the same kind, one on one side of the street and the 
other on the other. One city has a great industrial plant, and an adjoining city 
has another of the same kind: the competition is great, and the result is loss of 
property, loss of money, bankruptcy. This country for a hundred years has been 
subject to these vicissitudes in trade until we come to look for a general panic 
about once in 10 or 15 years, after which everybody will start up again. That 
seems to be the American idea. 1 think as years go by we gain wisdom by 
observation. Wo do not want to break up every 10 years to be disgraced before 
the world, but wo want to preserve what wo have. These combinations have been 
driven into the position they occupy, because I think the claim is an unreasonable 
one that the one general expense of 10 manufacturing plants is no greater than 
would be the expense for a single plant. In other words, they can reduce the 
coat of production and give the people of the world the benefit of the reduced cost 
and avoid this competition which I spoke ol as being so dangerous to the interests 
of all. 

Q. (By Mr. Kennedy.) You make suggestions of legalized pooling, and yet you 
make admissions the other way, which suggests to me to ask you if you do not 
concede that this combination, or this consolidation and community of interest 
movement has gone so far forward as almost to make the (piestion of legalized 
pooling an obsohde one?— A. It is drifting in that direction; just another view of 
the same question. 

Q. (By Mr. Piiillii’s.) In the event of general consolidation, how would you 
suggest that unreasonable freight rat( s could be i)revented by the public? A\ hat 
course would you advise, or legislation would you suggest, to prevent the roads 
from charging unreasonable rates?— A. If they effect such consolidations as have 
been hinted at I know of no w’ay to correct; it might be such an imposition upon 
the people of the country that the Government would be compelled to take pos- 
session of the railroads; the publu; would bo driven to that last extremity. 

Q. You spoke of the difference between wabT transportation and land trans- 
portation: could you give the commission the cost of transportation, say, to New 
Orleans by the river, and the cost by rail to New York, and the difference in dis- 
tance? — A. The question opens up a very interesting branch ot this investigation, 
and in my report I referred tenatively to it, so that you might think it over 
later on. Coal is carried from Pittsburg to New Orleans by water, 2,000 miles, in 
round numbers, at an operating cost of less than half a mill a ton a mile, if I am 
right in my calculations— a dollar a ton from Pittsburg to New Orleans. That is 
probably the cheapest transportation in the world— a half a mill a ton a mile. 
Coal has been carried by contract in late years at 50 or (,‘0 cents ton, and the 
empties brought back by the boats carrying these fleets of coal, so that if you 
count a mill a ton a mile you are giving the transportation interests a large and 
reasonable profit. 

I think that no railway transportation can be profitably carried on at much less 
than half a cent a ton a mile. I think that is about the mi nimum the railroads can 
carry freight at a profit, judging from all the information I have. That rate would 
make the cost at the minimum rate to New York, which is 450 miles, $2.25 a ton. 
Hence it requires no argument to prove that if the United States Government 
keeps these waterways open, by such improvements as are common to navigable 
waterways of the whole world, that this country can maintain its supremacy over 
another peoples of the world in the matter of supplying cheap transportation, 
and particularly of coal. Coal is becoming the great staple of the world. You 
can’t manufacture anything without coal. Fuel is of morv3 importance than ore 
or anything else. If there is no fuel you can not make anything out of the other 
elements. Until within the last few years there w^ a good supply of fuel in 
Europe, but thoughtful people say that the supply is diminishing yearly in the 
ratio of the increased productions of Europe. The natural result has been a coal 
famine in Europe, and they have not seen the end of it. Coal within a year has 
sold at the mines in England, and the supply is short of the demand, at as high as 
$8 a ton. 
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A firm in the coal business that I know very well has sent several cargoes of coal 
to London within the last year, and the price of transportation by the ocean is 
comparatively high at this time for the lack of bottoms. This firm sent two car- 
goes of coal to London. They sent special agents with the cargoes to look after 
the handling of the coal and see that nothing went amiss with the cargoes, port 
rates and all these things being new to our people. The firm gave away many, 
many tons of their coal— delivered it to people in London who were anxious to see 
what American coal was like— to see whether it was good for fuel at all. The two 
cargoes were therefore sold under these conditions, and with expenses of extraor- 
dinary character, and when the money came back from the sale the firm found 
they had netted cents a ton more lor that coal than the highest price received 
in t his country during the year would have brought. Since that time a good many 
cargoes have gone to London, and cargoes are going to continental Europe. In 
southern Europe, in Italy and Spain, l)ut particularly in Italy and on the Medi- 
terranean coast, hundreds of manufacturing concjerns have closed their doors to 
go out of business for want of fuel. The United States minister to Italy within 
a few months has written home his impressions to the United States (Government, 
and they were sent out to the public generally, lie states that 1 12 manufacturing 
concerns, to liis knowledge, had gone out of business with abundance of orders 
on hand: that what little coal that could bo bought in the neighborhood was $9 a 
ton, while coke was $12 a ton. 

The serious part of this whole (luestion is right here, not that the man who has 
coal and coke to sell can make so much money by sending to Europe, but it looks 
V(Ty much as though the producing centers ot the world were going to be shifted 
to the Unit d States. Then, if the question of transportation, which is a most 
imjiortant one, is wisely handled, if we are given laws that will improve our 
waterways so that we may have e-jual chances with railroads without discrimina- 
tion. without excessive charges, our producing interests will bo brought to a point 
that is hardly dreamed of by any of us. No man can tell where the destiny of 
this country will lead us. History tells us there was a fight in this country for 
about one hundred years to make our expenses, onr expenditures, in Europe pretty 
nearly eipial to our exports; in other words, have as small a deficiency as possible, 
and we fought against that difficulty lor about a hundred years. We were, as a 
nation, like a man spending more than his income every year, and after having 
maintained an existence all this length of time, with the balance of ti ade against us 
constantly, until overwhelmingly in debt to Europe, with the usual panics, repudia- 
tion, etc.; now we find that under the present condition of affairs we are gainers 
about $000, 000, 000 in gold a year. Foreign nations are paying tri hnte of $000,000,000 
to this country aiinnally, and the amount can be increased to double that amount 
by wise policy in the producing interests and the same in the transportation inter- 
ests of this country. It is a question of transportation, in my judgment, even 
more than of production. 

(By Mr. Phillips.) Can you give the commission the cost of shipping from 
Pittsburg by way of New Orleans to Europe, and the cost of shipping trom Pitts- 
burg by way of New York to Europe?— A. Rates of freight from Pittsburg to 
Europe, via New v'^ork and New Orleans, are subject to great fiuctuations. Ocean 
rates are governed entirely by the amount of freight offering. The smaller the 
volume of tonnage the lower the rate; and as the grain business is so large in 
volume the ocean rates are always higher during the season of the year when 
grain is moving in large (luantities, and vice versa. 

Shipments of grain at present are very light, and, consequently, rates very low 
on everything. For instance, the present rate on grain from New York to Liver- 
pool is about Ud. per bushel, or about $l per ton; while last fall the rate was as 
high as Gd. per bushel, equal to about $4 per ton; and rates on iron and steel in 
proportion. 

The rate, Pittsburg to New York, on steel rails, which has been one of the 
largest items of export, is $2.80 per gross ton, so that at present rails could be 
shipped from here to Liverpool at about $1.2.') per gross ton. 

Shipments from Pittsburg to Europe, via New (Orleans, are not of usual occur- 
rence. If river navigation were more certain, so that contracts for cargoes could 
be made in advance, doubtless those could be made advantageously, especially 
during the period of heavy shipments of cotton, when dead-weight cargo is desira- 
ble at ballast rates. 

I only know this, that when you get goods to tide water the transportation then 
is infinitesimally small as compared with transportation by land. I think it is 
estimated that the operating cost of ocean carrying vessels is a tenth of a mill a 
ton per mile; not the price that a man will build a ship and carry goods for, but 
it costs the shipowner that amount in wages and general expense of working the 
vessel. 



644 


INDrrsi’KIAL OOMMISSrOK: — TBANSPORTATION, 


Q* (By Senator Kyle.) Do you think the ocean carrying conditions will be 
improved by the reestablishment of the American merchant marine?— A. This 
follows as a corollary. 1 am strongly in favor of the Government acquiring own- 
ership and assuming operation of the Isthmian canal. I think it is necessary for 
the future of this country, but it does smack a little of absurdity that wo should 
spend lji200, 000,00;) to construct a canal and not have any ships to go through it. 
Every year, on account of the increased cost of transportation and the lack of 
increase in means of transportation, the shipmasters have raised the rates, and we 
are paying an enormous tribute to foreign ships. It is not, therefore, a great thing 
to ask the United States Government for a few millions of dollars to do as other 
nations do and have been doing, and by which means they have established their 
merchant marine by subsidies. 

C^. You justify subsidies, do you?~A. I do. If anybody can show how the 
reestablishment of the merchant marine can be accomplished by subsidies I would 
adopt them. 

Q. (By Mr. Farquh.vr.) Would the subsidizing of the American merchant 
marine induce the carrying of freight any cheaper than the lines do at present?— 
A. I could not tell you, but I could go a little furtluT and anticipate part of your 
question by saying that we can t find bottoms to carry the stuff we have now even 
at the present jirices. 

(^. Isn’t it the general rule that all commerce will take the line of the least 
obstacles and the cheapest?— A. Yes. 

C^. Have you any ])lan to propose to this commission to reestablish the American 
merchant marine, maintain seamen’s wages, and secure interest on money to 
Americans who want to make investments, even it the ships are subsidized?— A. 
Subsidies meet all deficits of increased wages and increased cost of American 
transportation. That is what the subsidy is lor; paying it right out of the Treas- 
ury. Then we control our own tiMiisportation in a measure, and we must do that. 
Other countries have done it. and it seems to me it is inevitably true that we must 
do it if we w.'int to recstablrsh our m<Tchant marine. In this great, rich country 
of ours it seems to me a shame that we have not got it. And let me state another 
thing right in this connection. A vast market for American prodm-ts is on this 
American continent, right at our very doors— Mexico. The Latin- American coun- 
tries are all anxious to buy goods from the United States and tiansfer their busi- 
ness from the older countries of Europe to the United States. They sent their 
commissioners to this country, and they imjiressed that fact upon us by every 
possible means. Their mercantile agents come here and tell us: "We\sant to 
transfer our markets to the Unite d States, but. gentlemen, you must deliver the 
goods. The Germans eleliver them, the English deliver them, the French, the 
Spanish, the Italians deliver to us all our goods. We have no merchant marine 
that we can buy your goods and deliver them in.” They are clamoring for trade 
with the United States, and wo can not supply them because we can not deliver 
the goods. 

Q. (By Senator Kyle.) How long should the subsidy continue, in your judg- 
ment?— A. I have not thought of that. We might tal e observation from the older 
countries and see how long they have had to pay it. also whether the lines could 
at last become self-supporting. It eventually leads to tree trade. I am a believer 
in protection a priori, but when we c.m sell nails, structural iron, and everything 
made of iron and steel abroad, the necessity tor the tariff disappears. 

Q. The infant has grown?- -A. It can take care of itself. Now, when this baby 
marine launches out it lias got to be taught to transport itself. Somebody has 
got to provide the means for holding this infant industry up. But in the course 
of time, when it is lound our ships can sail as fast as those ot Europe and we can 
manage as cheaply as others, then let the subsidy cease. But I do not know when 
that will bo or how long it will be. 

Q. ( By Mr. Philli ps, ) Is it not a fact that our shipyards are all busy and over- 
worked to-day, and that such men as Hill are entiTing upon the business? Have 
we not now men exploiting the land? Are we not turning to exploit the ocean 
without the subsidy, and are not our shipyards turning out work as rapidly as 
possible’?— A. I think not. 

Q. Then how do you account for Norway and Sweden making more rapid 
progress in shi])ping without subsidy than other countries with it?— A. Because 
they were maritime nations from the beginning; they were such 2.000 years ago. 
They sailed ships when no other country could sail them. They sent th^ir armies 
down and overran other countries. Their people are sailors. vVe are thinkers in 
this countij. Even our men that work with their liands are being educated, and 
they are thinkers. These fellows were simply sailors and buffeted the storms. 
They had powerful physiiiues and overcame everything that came in their way. 
We have men who must receive more attention than those savages did. We can 



G. H. ANDERSON: — RAIL AND WATER TRANSPORTATION. 645 


not ask men to work for 10 cents a day and expose themselves to the storms of 
the ocean, as these Scandinavians of the North did. They were born sailors; their 
country was poor, and they did not know that iron in Norway and Sweden was 
worth anything. They did not know it was under the ground; if they did, they 
did not know how to use it. But in our country we look at things without tho 
lapse of a thousand or two years. We have to pay more for labor, and when we 
put ships on the oci'an we have to pay men more wages. 

Q. Do you think it would be proper and right to grant a very large subsidy with- 
out regulating the co-t of transportation or tho Government having anything to 
do with fixing freight rates? Or would you have tho Interstate Commerce Com- 
mission consulted in regard to the rates, if the Government gives a large sum?— 
A. I would suggest as a solution of that query that the Congress ot the United 
States create a new department, called tlie “ department of commerce and industry,” 
and that the business of subsidies should be entirely in the hands of that depart- 
ment. I think that is a necessity of the Government that can't be in any way 
overlooked. They send seeds around the country from the Department of Agri- 
culture, and tho Secretary of the Department of Agriculture and the Secretary of 
the Interior Department give attention to many matters, but these (luestions you 
have under advisement here overshadow them all a thousiind times, and they have 
no representative in tho Cabinet of the United States. It is high time they woke 
up to that fact. Wide awake people that wo are, wo must wake up to the fact 
that there are still some things that we do not have in this country, and one special 
lack is that of a department to bo known as tho “ department of commerce and 
industries.” 

Q. (By Mr. Pin Liars.) Still you would not make that more important than the 
Agricultural Departnuint'''— A. Of course, tho Agricultural Department is estab- 
lislicd already. 

Q. (By Mr. KkniNkdv.) You said in your prepared paper that there should be 
no rivalry between rail and water transportation. Would not that eliminate 
competition between the two methods of transportation and remove the influence 
of the waterways iqam lower rates of transportation?— A. There is such a thing 
as h'gitimale competition that we must take cogni/.ance of. The rivers are placed 
here by the Creator, and no doubt intended for transportation and the develop- 
ment of civilization. They are the great balance wheel compelling eijuityfrom 
railroad companies against extravagant charges. I might go further and say that 
the railways have no right to complain of the cheapness of water transportation. 
The heavier and the cheaper products are transported at a rate that justifies their 
being carried from one part of the country to tho other, just as the ore from Lake 
Superior is earned a thousand miles— into Pittsburg— and turned into steel, because 
of tiie cheapness of transportation. The railroads at the lowest paying rate that 
can bo imagined can not bring ore to Pitlsburg and enable us to compete with any 
other country in the world: and therefore the iron ores of Lake Superior would be 
worthless to us, and the railroads should not complain. But the very moment 
that there are a thousand vessels carrying ore from Dnlntli and the ports of Lake 
Superior to the ports on Lake Michigan and Lake Erie, that moment the 
demand for railroads for the class of goods that can not be carried by the slow, 
way of water transportation arises, and railways will spring up and they will 
find a profitable business in the transportation of those articles, to say nothing 
of the transpoi-tation of jiassengers who will not go by the slow boats. I want 
to say that from absolute knowledge. You take Franco and Germany espe- 
cially, and they have improved every little creek and natural stream of water 
that could be improved by any possibility, and made it into a canal or a navi- 
gable stream. They Lave pushed the improvements by dams and dredges and 
locks, and all that, hundreds of miles into their mountains, and men work- 
ing in tho forests a long way up from their di.stributing centers, where they 
have the moans of working in wood, iron, and other things, sending the products of 
their farms down. They find that they get cheap transportation , and they develop 
their country to a very groat extent. In a short time those streams have been 
paralleled on both sides by profitable railways all through France and Germany. 
Anyone of you who have traveled in those countries can see it for himself. There 
never were any railways there before. There is an improvement there which any- 
body would not 

Q. ( By Senitor Kyi .e. ) ( Interrupting. ) Has there been a decrease in the tonnage 
since?— A. I do not know, I thought it incredible when I read an article I find in 
the Chamber of Commerce Journal. A leading editorial in that paper gives notice 
to Great Britain that she must improve her waterways; that the British must con- 
struct new canals; that they must give their people cheap waterway transporta- 
tion, or their prestige is gone as a manufacturing country, We all know that the 
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London Chamber of Commerce is the central authority in all commercial and 
transportation matters for the British Empire, and so much importance is attached 
to the expression of the London Chamber of Commerce that the president of that 
body is by courtesy, I think— I do not think it is by law— by courtesy, is entitled 
to a seat in the cabinet, because he is supposed to represent the sentiment of the 
commercial world through the London Chamber of Commerce. No act that is 
passed by Parliament affecting the commerce or the industries of Great Britain is 
enacted without being submitted to the London Chamber of Commerce first of 
all. They are of all nations of the wo; Id a commercial nation, and we must not 
be the last to learn from the ex])erience of a people who have led for a thousand 
years, as has Great Britain. This is a most humiliating statement for them to 
make. 

Q. (By Mr. Kennedy. ) Have the water rates had an influence on the rail rates? — 
A. Most unquestionably; and a wholesome one. 

Q. Then you will ({ualify your statement that there should be no rivalry between 
them?— A. I do not see why, from the far't that railways are jealous of water trans- 
portation. They would interfere with the improvement of the Ohio and Missis- 
sippi rivers if they could, and yet they know as well as, or better than, anybody 
else that the improvement of these waterways and the development of traffic on 
the lines of the waterways has made the railways pay. 

Q. There is competition between them, is there not— naturally, rivalry?— A. 
There is, but I said there should not be. 

Q. (By Senator Kyi.e.) You mean hostility? Healthy rivalry is a different 
thing.— A. Healthy rivalry is a different thing. Let me illustrate. When I was 
a lad there was no commerce on the Monongahela River at the country river towns. 
A few boats, little ratts, and logs would go up and down once in a groat while, 
and that was all. Pittsburg was a little town of no account outside of its own 
local interest. General Moorhead got a concession from the General Government 
and the State of Pennsylvania to put a system of locks and dams in the Mononga- 
hela River as far as Brownsville. People all thought he was crazy, and that the 
enterprise would break him up before he got through with it. But he got :i con- 
siderable imiirovement on the Monongahela, and soon after the river was made 
navigable tins wonderful Youghiogheny coal was discovered. That coal came 
out in small quantities and gradually increased the traffic on the river until it 
amounted to millions of dollars. Now the Pennsylvania Railroad Company h;is 
that river paralleled with railroads on both sides and they are paying routes. (Jn 
the Ohi'o River, where the General Government has been making improvements 
by the movable dam system, the different railroads, the Baltimore and Ohio, the 
Wheeling and Kentucky, the Pennsylvania system, and the Vanderbilt system are 
paralleling the Ohio River. They have paralleled the river up to Mr. Phillips’ 
town. And that is .supposed to be one of the favorite water routes for bringing 
the lakes and the Ohio River into connection by waterway transiiortation. 

Q. (By Senator Kyle.) And yet the water tonnage on all those rivers has 
increased year by year, I believe?— A. It has increased year by year. The increase 
is not a regular increase, for the reason that the vicissitudes of low and high water 
sometimes interfere with the year s traffic, but in the general average you will find 
that the increase of traffic on the western rivers is in an enormous ratio. As I 
said in my paper, the traffic handled in the Mississippi Valley on the rivers is 

30.000. 000 tons— an amount which we can scarcely grasp- and that could be 
increased to double the amount if the Ohio River, which furnishes most of the 
freight, were improved. The Ohio River furnishes more than the jAl ississ.ppi and 
all its other tributaries. We give the Mississippi Valley 17,000, 0^0 tons ai against 

13.0. 10.000 or 14,000.000 tons originating on the Mississippi system i self outside 
of the Ohio; and if you Will enmo to Pittsburg, I will show you there 0 months or 
5 months or 4 inonths of the year a million tons of coal in the pool waiting ship- 
ment on the rise of the river below, a million tons of freight. The one initial 
dam, movable dam. raa<le by Colonel Merrill, of the Lnited {States rmy, known 
as the Davis Island d.im, is a thing w(dl worth a visit by anyone who has not seen 
it. That has given Pittsburg a harbor fr 'm 1 0 to 1 3 mi es long and as deep as you 
want it all the year round, and when the rivers are in a natural condition of 
activity and fit for boating, as they are now, there is no dam in the river at all- 
free open navigation, and the boats come and go. But when the rivers begin to 
fa'l it is necessary to store the water. Then the movable dam appears in the river, 
and in 21 hours there is a lake storing water 10 or 12 miles around P ttsbu g up 
the Monongahela to Dam No. 1, and the same up the Allegheny, and in that 
harbor you will find a mi Uon ton^ of stuff awaiting shipment to New Or ea ns. 
The Government is pushing that plan of river improvement, and there are per- 
haps 10 or 12 or 14 or those dams now under way. 

Q. (By Mr. Phillips.) How do the boats pass through that dam? Does it not 
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obstruct navigation?— A. They avoid that by means of a lock. The lock is the 
largest lock in the world, not excepting the Suez Canal lock, and will take four 
Ohio River steamboats through at one time and a whole fleet of coal. It is G12 
feet long and 1 15 feet wide One of the wonders of the world is that Davis Island 
dam and lock, and that system is being pushed as rapidly as possible until there 
will be continuous navigation on the Ohio River from one year’s end to another. 
There are some 12 dams under contract now, and some nearly completed, and 
when these dams are completed, as they will be in some years, you will find that 
the navigable period of time will be increased on the Ohio River about 2 to ll 
months and there will be a corresponding increase in tonnage, 

Q. (By Mr. Kennedy.) Are t^e people of Pittsburg making any contention 
with the railroad people about the discrimination that is prai^ticed against Pitts- 
burg in lavor of Buffalo?— A. Yes, there is complaint. There is discrimination in 
theory, and it is the only act of discrimination that I have any knowledge of 
whatever. 

Q. Will you please describe it?— A. As well as I can. It is due to the Trans- 
continentul Traffic Association— I do not know what you (*all it, but it is the associa- 
tion that controls the traffic of the East and West. They fix their terminals. 
Pittsburg is an eastern terminal, and so is Buffalo. Those are the termini of the 
system. Pittsburg is 70 miles nearer (Chicago than Buffalo, and we are charged 
the same rate to Pittsburg that is charged from (ffiicngo or Milwaukee or IBuffalo, 
and they have 70 miles in their favor. Now, the thing does not stop there; it 
would not hurt to pay as much as Buffalo if it did. Buffalo is near the center of 
a large market, and she then is enabled to deliver her goods in the centers adjacent 
to Buffalo at a much lower rate than we can get. to those centers, because we have 
70 miles additional to traverse to rer.ch her territory; to reach her limit as it 
were. We are 70 miles behind her in eastern shipments, in that we have to pay 
for the extra 70 miles going east, and Buffalo pays nothing for it going west, and 
that is a general source of complaint. Our merchants have time and again called 
attention to it, and the Chamber of Commerce' took the matter up and visited the 
railroad companies and labored with them and said, Why do you not give Pitts- 
burg credit for this 70 miles?” They make a plausible answer and say, “Why, 
this thing affects a dozen different railways. The Pennsylvania Railroad can not 
correct it, because it is the only one wdiich comes here. They have this 15 per 
cent. You will have to regulate the whole system. In the course of time you 
will perhaps get the redress that you want, but you can not get it now because 
you are one of the terminals.” Then, again, you see a man can sliij) to the Buf- 
falo terminus at a certain rate and then get down to New York much more 
cheaply than we can from Pittsburg to New York, and we do not like that. Then, 
they say New York is a competing point. And so is Buffalo a competing point. 
The river is there, and the Welland Canal comes in there, and laymen lilce myself 
can not answer those things. 1 can not, I am sure. If we were all in business 
and we were shipping to a competing point, wo would have to compete with 
everything that was at that point to obtain the trade. If we had the trade in a 
point that was not competing W’e would charge what rate we pleased, and we 
would charge a good round rate. And that is the point of contention with the 
Pittsburg men, that we do not get shipments from the west on the same etiuitable 
terms that Buffalo does. 

Q. (By Mr. Kennedy.) That makes more competition between Buffalo and 
those points west of Buffalo?— A. Yes: they throw that in; that they can move 
stuff from Buffalo to Europe without breaking luilk. 

Since writing the above. I learn that the differential in favor of Buft'alo as against 
Pittsburg has been removed, and the two cities in (luestion pay the same ratable 
charges on through fi eight. 

Q. (By Mr. Phillips.) Do you know how large Ihe ships are that can get 
through the canal?— A. I think a vessel drawing more than 14 feet of water can 
not get through the Welland Canal. The (kmadian government has asked the 
United States again and again to join in deepening the Welland Canal, giving us 
all the concessions we want, or to unite with us in constructing an entirely new 
water route. Or they say they will come over on the United States side and pay 
half the cost of constructing a United States waterway altogether on United 
States ground. The British people appreciate the value of getting to tide water 
without breaking bulk on the lake tributaries. 

Q. (By Mr. Kennedy.) Have the merchants of Pittsburg made any complaint 
about recent increases of rates by changing goods from one classification to 
ai'other?— A. No. I could em race in the answer to this something I sa d a little 
while ago— that the i stitiition 1 am connei ted with tr ed the experiment for 2 or 
3 years of proving b our own people that there were wrongs in the way of dis- 
crimination which should be righted, and we made a complete failure of it. So 
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if there are instances of discrimination they are kept carefully from the public to 
the extent of furnishing any reliable information on the subject. I was, f confess, 
very much disappointed. I believed that there was a large amount of discrimina- 
tion against Pittsburg, from public opinion and general clamor, and I thought 
that the chamber of commerce was the intermediary by which those wronars could 
be righted. 

I am not speaking particularly about discriminations. I am speaking about 
raising the freight rates indirectly by changing goods from a lower to a higher 
classiheation.— A. I do not know of any general complaint. 

Q. Has that come up in a recent period?— A. I think not. I only know, as I 
think I should have told you, that 1 am not an expert in railway transportation. 

I only deal with such facts as I can compass; but from the best knowledge that I 
am able to get the railroad companies themselves— the great trunk lines— have 
been engaged for years in an endeavor to simplify the classifications— to make 
them more uniform throughout the whole country— that they are at work at it 
and liMVO been for years, and they have reduced the number of classes very largely 
already. I believe this is their claim, that if they are left alone they will, in the 
course of time— say within a year— secure as nearly as possible an acceptable and 
suitable classification of freights for the whole country. They think that is a 
matter which they alone are able to handle successfully. 

Q. I should like to ask you whether, in your opinion, labor organizations on the 
whole have been beneficial to the industries at Pittsburg. Of course, that includes 
all those engaged in tho.se industries.- A. 1 would not say they have. Up to 
within the p''riod of a few years I think that most of the labor organizations in 
Pennsylvania worked mischievously to the men who were members of the organ- 
izations; but now, within the last half dozen years, I am undergoing a change of 
mind on that subject. I meet the officers and representatives of such bodies, and 
they are men as intelligent as the general run of men sitting around this table, I 
was going to say— which is saying a great deal. They are not unreasonable. I 
have myself been nearly all my life employing men and opposed to labor organi- 
zations, as I say; but now 1 am less opposed than 1 was. 

Q. (By Mr. Phillus. ) Opposed to organized labor? — A. That is what I mean; 
and I have never yet seen it fail in a single case where organized labor has asserted 
itself, that, with a meeting of both parties, it has not been settled; and now I 
believ e that the men who are controlling are entitled to more consideration than 
they ever were before, and if properly handled under proper regulations. I think 
they can b.i made more useful in preventing strikes and labor troubles which are 
constantly threatening this country. From my own standpoint, generally, I do 
not see the difference between meeting three or four intelligent mechanics who are 
representatives and conferring with them about the difficulties in the trade wjth 
the employer and consulting with the men who are in workshops: and that has 
been mainly the point of difference. The employers will say, “ If a man is over- 
worked and underpaid let him come into this office and we are here to hear him; 
but if ho and his colleagues think that they are not getting .lustice, and they send 
the secretary of their union and the representatives of the union, we will not hear 
those ;} men.*’ Now, from the standpoint of simple justice and equity, why are 
they not justly entitled— if there are .“),0()0 men working in a big works, they can 
not all come in in a body— to .send their representatives to this manufacturing con- 
cern, who represent themselves by delegations and not by the stockholders in a 
body? And I assure you that the character of the men is such that you can very 
well afford to confer with them. I see pictures in the paper there [indicating] 
of two or three gentlemen who are officers of the trades unions about Pittsburg in 
this sheet-steel trouble, showing how the employers had to receive them. They 
made an amicable adjustment of the whole difficulty. The labor leaders showed 
themselves just as intelligent as the men who control the Carnegie works in their 
own line of business; and by and by, I think, when they come to have the right 
of representation, if you choose to call it so, and a right to organize for all lawful 
and projier purposes, you will get a better understanding of those men, and there 
will be fewer strikes and less difficulty in the labor situation than there was under 
the old condition of affairs. 

Q. In view of the great growth of corporations, which are said to be soulless, 
and of the elimination of many individual employers, do you see the necessity, as 
a measure of self-defense, I'or the men to organize for self-preservation? — A. I 
think it is a good thing for them. I do not know how they could have their diffi- 
culties or their questions of right or wrong settled in any other way than by organ- 
izat on. In the old times a man would have a blacksmith shop and he would work 
himself and have two or three helpers. Then they did not need any organization; 
they did not need any representatives. He was among the men and he knew what 
was wrong and so did they. Now, the men who control the great industiies of 
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the country do not know their men; would not know them if they should see them. 
If a man should go into the oiRce of the employer and say “I have been abused 
and cheated out of my wages,” the employer could not settle the trouble. He does 
not know anything about the man or nis work, or his rights or his wrongs. But 
if the men are represented by intelligent men and the managers and foremen that 
know the conditions of affairs are, they stand a better chance of settling those 
things than by going in singly and making a plea themselves. 

Q. (By Mr. Kennedy.) Do you believe if a representative, who is not subject 
to discharge, is sent to the concern there is less danger of wreaking vengeance?—- 
A. Yes, that is one element in this question; it is a very important one. 

(By Mr. Phillips.) Do you think that this great consolidation of corporate 
wealth has or has not a tendency to make both a labor class and a capitalistic 
class? Is there going to be hereal ter the same chance for a laboring man to advance, 
become a capitalist, that there has been heretofore'.' — A. That question is a little 
deep. I do not know any good reason why an intelligent mechanic could not be 
promoted to be a manager and finally a stockholder and maybe president of a great 
industrial association. I do not see any reason why he should not if he has the 
brains and the intellect to raise himself above the army of Ins fellow-men. 

Q. ( By Senator Kyi.e. ) How about some of the managers of the Carnegie works 
and the president of the Pennsylvania Railroad and some of those men?— A. The 
managers of the Carnegie works are all men that hav(' been taken from the ranks, 
and the consolidation has chosen those men to conduct those vast business interests. 

Q. Is that true of Mr. Schwab?— A. Yes: Mr. Schwab was a working man in 
the yards of Mr. Carnegie's works when he began, and he is the jjresident of the 
billion-dollar association. And Mr. Corry was taken from the ranks. 

Q. (By Mr. Kknnedy.) And Mr. Carnegie was'-'—A. Mr. Carnegie delivered 
messages from the telegraph company to my father's tanyard down there— a little 
bullet-headed boy— and I can scarcely imagine that he should control the indus- 
trial world, nearly, but ho doe.s. 

C^. (By Mr. Phillips. ) Did not these men all start when the industry was small? 
And is it not true that they could not have done so if the industry had been quite 
large?— A . The Carnegie institution— the Edgar Thomson Works— was a big insti- 
tution when Mr. Carnegie took hold ol it. They could not make good steel, nor 
goo(l steel rails. By and by they got an intelligent workman there. His name 
was Jones. Mr. Jones showed the Carnegie jieople howto make good steel and 
good steel rails. He was a workingman, taken out of the Cambria Iron Works, 
and ho met a very shocking death in one of those great retorts. One of them 
burst, and In* ran in to help the men, and they were all burned together. But he 
was a workingman, as I told you, taken from the furnaces at the Cambria Iron 
Company. Other men came along. There were men in there who were capital- 
ists who were all turned out of their job.s all capitalists. Mr. Carnegie turned 
them all out, and put these workingmen in one at a time, until there is scarcely a 
man who is at the head of the Carnegie concern, unless in some clerical depart- 
ment, that did not start in the yards of the Carnegie Company. Mr. Schwab is a 
conspicuous example, as is his brother, and Mr. Corry is another. They are all 
young men, and have worked at the furnaces and at the rolling. And I can see 
no good reason why, in view of all these gri'ut consolidations, that men having the 
skill and brains should not be promoted just as they were. The question of these 
consolidations is attracting the attention of thoughtful men all over the world. 
We do not know what the future of this thing is to be. I do not know how we 
can forecast it successfully, and it is of such magnitude that we are trying the 
best we can to look out for the future. In the first instance, many people say we 
are all going to destruction in this country because individual effort will be crushed 
out and nothing but the monopoly will be left. But, in point of fact, since these 
consolidations began (some half a dozen years ago the first of them was under- 
taken in the great industrials of this country) wo have begun to control the 
markets of the world. We can make things more cheaply, and it seems W’e are 
making better things than we did before. The (piery, then, is, if we abolish these 
consolidations and put the concerns all back into their original condition, whether 
we would not be working a serious injury to the general welfare of this country. 
These are questions that are too great for me, but they ought to be considered. 
The rapid progress we are making in supplying the world is of such a character 
that we must be careful and conservative when we disturb the elements of trade 
that have done so much for us. 

Q. The champions of industrial combinations are now saying that one of the 
very fruitful causes of financial panics or crises in the past has been overproduc- 
tion, and if that could be done away with there would be less danger of th se 
financial troubles; and they say that these great consolidations that are taking 
place enable those in control of a certain line of industry to keep the production 
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eiiual to the current demand, and in that way prevent overproduction; and that 
when Jill lines are so controlled that will be the means of preventing panics and 
crises. Do you take that view of itV—A. Scarcely. It has this bearing; The world 
is getting larger. It needs and uses more material. The world is richer and it 
has more money to pay for what it wants. Our own country has grown from a 
handful of people in 1770 to nearly 80,000,000 people now, and we are ourselves 
consuming enormously. The world is expanding rapidly, and the wants of the 
people are expanding in proportion. So I do not see really any very great danger 
from overproduction at the present time. But if there were, and these combina- 
tions have the power to curtail production, to that extent they have the power to 
avoid panics. 

Q. (By Mr. PuiLLire.) Would they also keep up prices in doing so?-- A. I sup- 
pose they would. But there is a feature of these combinations that has never 
been broached here. As yet I have not said anything about it. But 1 want to 
say that I can see nothing illegal and nothing especially harmful in combinations 
per se. I can see nothing but good that will come out of a condition of affairs 
where we get out of the excessive competition and cutthroat prices to a condition 
of healthy business. But when we consolidate interests worth a million dollars 
and capitalize them at .$10,000,000 or $'?0,000,000 and people buy those securities 
and all that kind of thing, that bodes ill for the future of this country. You can 
not pay interest on water. You may temporarily; but the world is wide, and 
even the great consolidations of this country may find themselves hustled by 
smaller and more active industries before they are through with it. The serious 
question before us is the watering of stocks to an unlimited extent, and the fact 
that people are foolish enough to invest in them. The very people who denounce 
these combinations are the people who invest their money in these stocks. 

Q. Do they not also extort money from the people to pay dividends on these 
stocks:— A. Oh, that is all right if you hold them and I hold them. But it is on 
the widows and orphans that it is all unloaded by these fellows. They do not 
care whether there are any dividends on the water; and those are the men 
who Jire unloading the stock of those concem.s. I may be talking to some of my 
friends here who are in it. [Laughter.] I am afraid of that feature of consoli- 
dation; and yet if people want the securities and like them, who is there to deny 
their right to go ahead and buy anything they choose, whether it is water or solidly 
based stock? 

Q. (By Senator Kylk.) You can not furnish people with common sense?— A. I 
do not think you can. But I believe, on the whole, the influence of the.se consolida- 
tions has been so far for the increase and the betterment of the traffic of this 
country. 

Q. ( By Professor Jenks. ) Can you tell us anything with reference to the freight 
rates out of Pittsburg on tin plate?— A. No; I do not know a thing about the rate 
on tin plate. 

Q. Do you know whether it has been customary for any of the steel manufac- 
turers or the plate manufacturers there in Pittsburg to pay freight themselves in 
advance and enter their goods “freight paid?”— A. Oh. yes; that is a common 
occurrence. 

Q. You think that is the usual custom then?— A. 1 know it is very largely the 
custom; I do not know whether it is altogether the case, but I know of my own 
knowledge that it is quite customary, and that it is considered good business for 
people to pay the freight and deliver their goods. 

Q. Do you know whether under those circumstances the charges that they make 
that are called freight charges are the actual charges they pay W the railroads, or 
whether they make that a nominal charge?— A. Presumably the actual charge. 

Q. Have you heard of freight rates being charged to customers in Pittsburg 
itself?— A. For Pittsburg productions? 

Q. Yes. For example, if a person were to buy, we will say, a ton of tin plate in 
Pittsburg, as to whether, in addition to the regular price, there would be a freight 
charge added, although it was to be delivered in Pittsburg?— A. I never heard of 
such a thing. I do not think anybody has had the ‘'gall'’ to try and charge a 
freight rate in addition to the price fixed on tin plate unless he was buying tin 
plate for foreign delivery. 

The statement has been made at different times in the case of goods shipped 
ont of Pittsburg with freight prepaid that the freight charges were fixed at the 
will of the manufacturers, and were not strictly the same as those that were paid 
to the railroads; and it has even been asserted that a freight charge was made at 
times for goods made and delivered at Pittsburg itself?— A. Can you think of any 
particular concern that has done that? I would li' e to investigate it. Can you 
think of any? 

Q. You might look uj) the matter as fully as you can with ref erence to tin plate. 
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I want to ask one question more, if you please: You said something with reference 
to this consolidation of railroads through the buying of stocks by one railroad of 
another, and of the large monopolies. You stated somewhat further that you 
could see no remedy for the evil except the ownership and management of rail- 
roads by the Government.— A. It seems to me that is the last resort. 

Q. Do you understand at the present time that th(' Government would have the 
right to fix rates of freight on a railroad if it wished to?— A. Only under the gen- 
eral necessity— you might call it the war necessity, if you like— that would com- 
pel the Government to take radical action in assuming the control of the rai road. 

Q. That is a different matter. The question is as to whether you understand 
there would be anyth. ng unconstitutional in a law, for example, that should 
empower the Interstate Commerce Commission to decide whether a rate was rea- 
sonable or not, and in that way practically to fix a reasonable rate?— A. That is, 
whether the Government has a right to prescribe the rate? 

Q. Yes. Instead of buying or owning the roads itself, and managing them, 
might it not reach the same result by simply empowering a certain body to fix 
reasonab'e rates?— A. I believe it has a constitutional right. 

Q. Yes. Do you think that would answer the purpose as well as buying the 
road?— A. I do not know but it would. They have the right to own the capitali- 
zation. The organization of the railroad company by the General Government 
gives it what is called the right of eminent domain, whatever that may mean. It 
is a public incorporation, and it is incorporated for the benefit of the public: and 
the General Government and the government of the States, if I understand this 
thing— whenever these institutions cease to be a public benefit, or whenever they 
are inflicting a wrong on the jiublic, the power of the Government will pull those 
things up by the roots, 1 do not care whether it is a railroad or steamboat or Car- 
nagie s works or what it is. If the Government can destroy a corporation, it can 
make necessary laws to regulate it. But the Government has the right, and it is 
preserved in all the constitutions of the States, that whenever a corporation ceases 
to perform its acts and functions for the good of the country and the purpose fer 
which it was organized, the Government reserves the right to wind that corpora- 
tion up, disband its organization, and pay the stockholders their money. So, if 
they have the right to do that, the smaller is embraced in the larger. To adjust 
that matter the Interstate ('ommerce Commission might be the proper medium, 
as between the people and the General Government, for bettering just such con- 
ditions of rates. 

Q, (By Mr.PiiiLi iPs.) How would you regulate these great combines? What 
legislation would you suggest to meet these new conditions in the interest, not 
only of the industries, but of the people?— A. The only thing that presents itself 
CO my mind, after a great deal of consideration, is this: That the States should 
amend their general laws or their constitutions, as the case may be, so as to refuse 
,0 incorporate any institution on any other than an actual cash basis. I think 
hat is the main thing. I do not see why a lot of men should come together and 
ut up a thousand dollars in cash and capitals e a corporation for a million dol- 
lars or anything over that— and of course that allows tor good will. If they are 
running or selling a business that has a good will worth $10,000, and it is ascer- 
tainable, put it down at so much money; put down every property interest; put 
down every interest at. its own full value. Whenever you get beyond that, the 
Government of the United States should absolutely refuse to incorporate any 
industrial or transportation company. That, perhaps, would check this condition 
of affairs. 

Q. Ought the combines to he prohibited, when they have control of the home 
market, from selling, when there is oppo.‘>ition,at ruinous rates and recouping off 
people abroad? If an independent concern sells goods in one of those markets the 
other great concern simply sells at cost and below, yet maintaining its price every 
place else. Is that fair? Should not the people be protected against that?— A. You 
are picturing an ideal state of affairs. The millennium is not here yet, I am not 
sure but that it would bo good policy if you and I had a flour mill and we had a 
market for all the flour we could make except a thousand barrels every year and 
were getting a ^ood price for all the balance— I am not sure, I say, that it would 
not be good policy for ns to ship at the end of the year this thousand barrels that 
is bearing on the market over to Liverpool and sell it for a dollar a barrel less and 
keep the price up here. That is good business, and there is no human law or 
device that 1 know of by which you can prevent that condition of affairs. 

Q. But you are speaking of foreign shipments. How about it at home?— A. You 
are getting a paternal government of the most pronounced character. I do not 
know how you could do that. 

Q. This Government seeks to protect our industries from foreign competition 
by a tariff and to give our infant industries a chance to -grow. Now, has a big 
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concern a right to follow up a smaJl industry and club it out of its market?— A. I 
think not. Anything that would interfere with legitimate enterprise ought to be 
a fair subject for governmental intei-ference. But as far as outside markets are 
concerned, it were better to let them alone. You may recall that 80 years ago 
steel rails were worth $100 a ton, and that $100 a ton was paid in gold to foreign 
countries. The purchases drained this country of gold. They were only manu- 
factured in Europe, and they were paid for in gold. Our money was only worth 
50 cents on the dollar. But Mr. Carnegie, with his enormous monopoly from the 
day he began to make rails, brought them down from $100 a ton to about $20, and 
scores and thousands of men were employed who never would have known what 
it was to be inside of an industrial plant. 

(Testimony closed.) 


Washington, 1). C., May 7, lOOL 

TESTIMONY OF MR. P. J. McGOVERN, 

Chairman Soiiiheni CUiHsification Commiitee. 


The commission met at 11 u. m., Vice-Chairman Phillips presiding. At that time 
Mr. r. .J. McGovern, of Atlanta, Ga., chairman of the Sonthem (Uassilication Com- 
mittee, was introduced as a witness, and, being duly sworn, testified as follows: 

Q. (By Mr. Bipiey.) Will you state your occupation and address?— A. Chairman 
of the Southern Classification Committee, Atlanta, Ga. 

Q. Will you make any statement respecting the organi/ation of this committee, its 
relations to the railroads, and its functions?— A. Possibly I could best answer that 
question by quoting from a letter which 1 wrote on September 15 last to the lion, 
John 1). Mclnnis, president of the Mississippi railroad commission: (Heading:) 

Pile 710.] “ SOUTUKKN (b.ASSII'TGATION CoMMITTKK, 

^Ciilanla, (ia., Septemher 15, 1900. 

‘‘Hon. .John D. McInnis, 

“ Trcsideiit Mississippi Railroad Commission, Jackson, Miss. 

“My Dkau 8ir: Some little time ago we received a letter from Mr. 'f. C. Powell, 
assistant freight trattic manager Soutlnnn Hail way Company, stating that you had 
probably communicated, or would communicate, with us respecting recent changes 
in the southern classification, and ho asked that we prepare and send you a list of 
the changes that liad been made in the southern classification, together with the 
reasons for those chang<‘a. We have receiv<‘d no communication from you on the 
subject, but that fact has not been the cause of our failure to write you. Press of 
other matters, including preparations for a meeting of our committee next week, at 
which (piite a lengthy docket is to be considered, has operated to prevent an earlier 
compliance with Mr. Ibiwell’s request. 

“The country may bo said to be divided into three classification districts or 
territories : 

“ 1. The territory covered by the official classification, and which may be roughly 
defined as the territory lying north of the Ohio and Potomac rivers, and east of the 
Mississippi Kiver and Chicago. 

“2. The territory covered by the western classification, which may lie delined as 
the territory lying west of (Chicago and the Mississippi Kiver. 

“3. The territory covered by the southern classification, lying south of the Ohio 
and Potomac rivers and east of the Mississippi River. 

“Of course you understand that iu all three of the territories referred to various 
exceptions to the classification are in force, iu the shape either of commodity tariffs 
or what we term classification exception sheets. 

“In dealing with classification matters we usually divide the classification into 
three parts : 

“1. The general rules which govern in the application of the rates and which are 
published in the first part of the classification. 

“2. The descriptions of the articles, setting forth the name of the article, manner 
in which it is to be packed, etc., and 

“3. The ratings themselves, showing what class e.ach particular article is to take. 

“ Now, in the recent revision of the southern classification, changes have been made 
in all three of the parts above referred to. Some of the rules have been changed or 
modified: many of the descriptions have been changed and, we believe, greatly 
improved and simplified, and a good many of the ratings themselves have been 
changed. 
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“No statement has been prepared, or could be very satisfactorily prepared, which 
would show the actual aud exact chan;^es in the rules, descriptions, and ratings. 
Indeed, the only satisfactory way by Avhich to ascertain the changes would be a 
comparison of the present and former classifications, item by item. For instance, 
the furniture list lias been entirely revised and greatly reduced ns to the number of 
items in it, and it Avoukl lie impracticable to show in tabulated form the exact difi'or- 
euc('8 between the old classification aud the present one. Necessarily, therefore, 
what follows must be stated in a general Avay, and without attempting to give you 
exact details as to each of the many articles or items in the classificat ion. 

“ Orf/anization and objects of the Southern Classification Committee . — The Southern 
Classification Committee was organized April 15, 1899, and its articles of association 
provide that the object of the committee is ‘ for the purpose of establishing uniform 
treight classification, and the publicity of same, and to aid in fulfilling the juirposes 
of the laws of the States, and of the United States, affecting commerce.’ Its mem- 
bership is composed of ‘Transportation companies members of the Southi'astern 
Fri'ight Association, and members of the Southeastern Mississipjii Valley Associa- 
tion, and other companies operating in the territory south of tbe Ohio and rotomac 
rivers and east of the Missi.ssippi River (including coastwise steamship companies 
parties to tarilfs of through rates gov^erned by the southern freight classification).’” 

So that the commission will understand that the, territory embraced in the mem- 
bership of the classification committee is that lying east of the Alississiiipi and 
south of the Ohio and Fotomac rivers, and we include also the Atlantic coastwise 
steamship companies that handle business into and out of that territory. 

“The need of such a committee has long been recognized by the cuiriers in this 
territory, and negotiations looking to its formation had been in progri'ss for several 
years prior to its final organization. Similar committees have been in existence in 
the official classification territory aud in the ve.stiTii classification territory for 
many years previous, and have demonstrated their valin; and usefulness. 

“Prior to the organization of this committi-e classification matters A\cre handled 
by the freight traffic associations, along with other rate (luestions; but it was 
believed that the time had come when this important branch of the rate-making 
problem ought to bo given separate aud special consideration by a coinnntteo repre- 
senting the whole territory; that an ollicial ought to be cmjdoyed to gatl:er neces- 
sary aud proper information and data bearing on classification matters, aud in short 
that the growth of transportation inti^rcsts and trafiic in sonthern territory justi- 
fied this further step in specialization.’’ 

The membership is the same now; it fluctuates a little, but it is 42 members now. 

Q. (Ry Mr. Phillips.) Only omi member representing each lincf— A, Each line 
has 1 vote — each system, you might say, because some of the systems have 1 or 5 or 
more separate corporate lines, corporate inteiests, and our articles provide that 
where there are 2 or more members with I traffic official only 1 vote is allowed, 
so that we have 42 separate intere.sts. I can not say that they are independent; a 
good many of them are affiliated interests like the Paltimore Steam Packet Com- 
pany, Avhich is a member of the Seaboard Air Line system or interest, and the 
Chesapeake Steamsliip Company, which is a part of the Southern Railway interest, 
but th(>y are separately managed. 

Q. (Ry Mr* Kii'LEY.) You have a copy of the by-laws aud constitution of this 
committee?— A. I think so. 

Q, Will you insert that in your testimony? — A. 1 will file it as an cixhiliit. 

(Continues reading letter to John D. Mcluuis;) 

“ The articles of association provide for a subcommittee of 15 members, which is 
composed of representative lines, and includes both rail carriers and Avater carriers. 
It is the duty of that subcommittee to carefully consider all facts and information 
submitted by the chairman, or by shippers, to hear complaints, statements or argu- 
ments from shippers or their representatives, Avhether oral or Avritten, and there- 
upon to submit recommendation for the individual concurrence ot all the members 
of the entire committee, Avhich at present is composed of 42 railway aud steamship 
lines. If thus concurred in, the recommendations are published by the chairman 
of the comniiiteo, for the use of all lines.” 

I think that far Avill answer as to the organization of the committee aud its rela- 
tions to the railroads. 

Q. Are any functions given to this committee other than those of making up the 
classification? l)o you have any powers other than that of recommending? Can 
you enfore the classification ?— A. Tlie subcommittee recommends to the general com- 
mittee, and if concurred in by the general committee, the chairman then publishes 
it and it becomes the official issue of the members. 

Q. Does it become thereby binding upon those members? That is, are all the 
members of the association compelled to accept that rating f — A. They are not com- 
pelled. They accept it and they file it as their own issue— rather they have a general 
notice on file with tbe Interstate Commission to the effect that our issues shall be 
considered their official issue unless the commission is advised to the contrary. If we 
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do something that a line does not care to accept, it would give us notice and also 
hie that notice with the Interstate Commission. We have had very little of that. 

Q. But might a line act independently thereupon if it chose?— A. Oh, yes; oh, yes. 
Wo have had very little of that. We have had some diderences with one of the large 
lines in our territory. Wo have ahoiit settled that, or hope to shortly. 

Q. Do all or a considerable number of these rejiresentatives actually meet at one 
time together, or is it arranged by correspondence?— A. It is done in meetings, and 
the subcommittee of 15 practically does all the work of the coniniittee. As you will 
understand, it is like certain ('ongressional committees; this subcommittee does the 
work, and it is nearly all done in meetings. At those meetings — the total mem’ er- 
ship being I.”)- two-thirds is necessary for a quorum and we usually have 12 or 13 
present. 

Q. (By Mr. Clarke.) Are tlui reprenentativc8 usually the traffic managers of the 
several roads?— A. The traffic officials; that is, traffic nuiuagers, general freight 
agents, assistant general freight agents. The same officials who make the classifi- 
cations make the rates in the rate-making organizations, 

Q. (By Mr. IIiulky.) But in making tlie rates they to some degree act independ- 
ently, do they, or do they ail concur in making the rates in the same way they do in 
the classifications?— A. They all concur. The principal difference between onr arti- 
cles and the articles of association of what we call the tratlic organization, as dis- 
tinguished from ours, is that they r<‘<iuire a unanimous ^oto on any subject, One 
negative defeats it. Now, you will find that in our articles of association we have a 
five-sixths rule. 

Q. Will you explain before you go further the different associations to which you 
haAe referred, and can you point outfromthe map the territory covered by the rate- 
adjustment associations and the others ?— A. Yes. The Sou fheastern Mississippi Val- 
ley Association takes in the territory wdiich is hounded by a line drawn from Cin- 
cinnati down tlie Ohio and Mississippi rivers to Now Orleans and a lino drawn from 
Cincinnati down through Middleshoro, Chattanooga, Birmingham, and Montgomery 
to Beusacola, Fla. The Southeastern Freight Association takes in the territory east 
of that just defined and going as far east as Oainesville, Athens, Augusta, and 
('harlcston. Theterritory castof that last described is known as the territory of the 
Associated Railways of Virginia and the (’arolinas. 

Q. These three associations now which you have delined have what functions, and 
what is their relation to the Southern Classification Committee?— A. They make 
the rates on all the conqtetitivo traffic in their respective territories— not local, but 
competitive. 

Q. Aud what is their organization?— A. Their organization is somewhat similar to 
ours, composed of all lines that want to join. 

Q. Do I understand you, then, that there are two classes of associations operating 
for the railroads in the Southern States— one class of associations w Inch makes the 
rates and one other association, entirely distinct, which makes the classification?— 
A. That is correct. 

Q. And there isno relation betw'een those two kinds of associations— the rate mak- 
ing aud the classification?— A. It is all really a part of the rate making. The 
making of freight classifications is the making of rates. It is a part of the rate 
making and, as I stated, formerly the rate-making associations handled the classifi- 
cation as one of many rate questions, butlliey do not give it enough attention. They 
had too much else to do. In the other two sections of the country they had classifi- 
cation committees, and they thought the time had come when they ought to have 
one clown South. You might say this committee is auxiliiiry to the traffic associ- 
ations. It is an offshoot from them. 

Q. The point I wanted to make was this. You said, I believe, that two factors 
enter into the final determination of a rate: First, the rate itself; aud, secondly, the 
classification of freight to which that icite applies?— A. Conect. 

Q. Is there, then, action by the same individuals looking to harmony between those 
'two factors which go to make the final rate?— A. The two things are determined by 
practically the same people acting through different bodies. To illustrate, the gen- 
eral freight agent of the Central of Georgia Railway, Mr. Winhuni, is a member of 
the conference committee of the Southeastern Freight Association, and he is a mem- 
ber also of onr classification cominiftee. Now, the fixing of what the first-class rate 
shall bo from Atlanta to Richmond is dealt with by him in the Southeastern Freight 
Association. But when it comes to be determined what articles shall take that first- 
class rate he acts through the classification committee. 

Q. In the one case, howo^or, in the classification committee, you state that five- 
sixths may fix the classification?— A. That governs. That does not prevent a line 
from acting independently afterwards, if it wants to. It may refuse to accept the 
classification. Naturally we undersfatid, or we ought to understand, that no articles 
of association can deprive a line of its inherent right to make its own rates, siuoa 
the I'ranS'Missonri decision. We miderstund that. 

Q. These are not, then, in any sense })ool8?— .V. Not at all, 
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Q. And they haveuo financial functions f— A. None whatever. I ho articles explain 
that the expenses of the committee are divided on the mileage basis. I hut is the 
only money we handle. < ur committee does not even umlertake to enforce or to 
scrutinize the application of the classification after it is once pnhlished. 

Q. Any railroad, then, which chooses to dissent from the rates or the classifications 
fixed by these several associations is at liberty to do so?— A. Uh, yes, it has that 
right; you can not take it away. It would he illegal for it to sign its right away 
to do that. 

Q. How many classifications have you actually issued?— A. We have issueil three 
since the organization of the committee. 1 will file a copy of each with the com- 
mission, and I will file a copy of the old classification. No. L'.5, which was superseded 
hy our first issue. 

Q. What do you mean hy No. 25? Do we understand that there have been 25 ])re- 
vious issues of these classifications? — A. Yes; we used to show that [showing inside 
title page of No. 25J. That is where we got the number. 

Q. (HyMr. Clarkk.) Was that number 25 prepared by your committee?— A. No; 
that was the last one published prior to the organization of our committee. It was 
superseded hy our first jmhlication. No. 26. 

Q. What body prepared that? — A. The Southeastern Freight Association. Now, 
as I stated a while ago, prior to the organization of our coniinitteo, the classification 
feature of the rate-making matter was handled by the traffic associations. That 
was jmhlished hy the Southeastern Freight Association and shows that it was con- 
curred in hy the S. E. M. V. A., which means the Southeastern Mississippi Valley 
Association. 

Q. (Hy Mr. Ripley.) Was it also concurred ^n hy the Southwestern and the 
Virginia and Carolina associations? — A. It docs not show; hut it was concurred in. 

Q. That is to say, there was still a single cla.s8itication for the Southern territory, 
although it was not made in just the same way as at theiiresenttime?— A. Exactly. 
It was really made in the same way, except that it was not made through a separate 
committee, as is now the case. 

Q. We have had at various times complaints before this commission from mer- 
chants’ associations that the recent classifications, Nos. 26, 27, and 28, have intro- 
duced many changes in the classes, and especially in the distinction between carload 
and less than carload lots. Will you make a statement respecting the several classi- 
ticatiouB? A. I was going to answer that by reading these other sections of my 
letter to Colonel Mcluuis. [Reading:] 

“In the preliminary meetings leading up to the organization of the committee it 
was urged hy many, and was generally conceded, that one of the first duties of the 
new committee would he a thorough and systematic revision of the entiie classifi- 
cation. Such a work hail not before been attempted. Under tht‘< old plan, classifica- 
tion matters were handled piecemeal; additions and changes were made from time 
to time without proper regard for the effect ^^hich such action might or ought to 
ha\e upon other analogous articles; and the result was, as every one familiar with 
the situation well knows, that the classification abounded in conflicting ratings, 
inconsistencies, and incongruities. 

“The new committee undertook the revision. It began with the iron and steel 
list, A special subcommittee of 6 members was appointed to deal with the ciuestion. 
That special suheommitteo held a 2 days’ session in October and another 2 days’ ses- 
sion in November, 1899. It reported to the standing subcommittee an entire revised 
list of iron and steel article.s, both as to descriptions and ratings, which report was 
approved hy the subcommittee without substantial changes, and was concurred in 
by the various individual lines; and the changes thus adopted were published in 
Southern classification No. 26, effective February 1, 1900. It is a fact that this 
revision of the iron and stiud list contained advances in a good many ratings. 

“In continuation of the work of revision the standing subcomraitfee held an 8 days’ 
session in Washington, D, C., December, 1899, at which time the entire classification 
(with the exception of the iron and steel list) was carefully gone over and a revised 
classification submitted. That revised classification was considered at meetings of 
the entire committee held in Atlanta, Ga., .January 4-5, 1900, and January 21, 1900, 
which were the largest gatherings of transportation lines ever held in the Sout^ for 
the sole consideration of classification matters. The recommendations of the sub- 
committee were carefully gone over, item by item; substantial modifications were 
made in those recommendations; further correspondence ensued between important 
lines as to those modifications, and the result was finally promulgated in classifica- 
tion No. 27, taking effect Juno 1, 1900, 

“The foregoing statement of facts as to the method of procedure is submitted to 
show that these important matters have been given the fullest consideration and 
that the advances recently made in the classification have not been the result of a 
preconceived attempt on the part of a few of the principal lines to put up the rates 


’ See especially charges regarding changes and advances in Southern Closaiflcation, carload rates, 
etc., in testimony of Mr. J. M. Langley, post, p. 869. 

16a 42 
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on the shipping public. At no previous time in the history of Southern transporta- 
tion has the matter of freight classification, in all of its bearings and features, been 
given such close, thoughtful, an<l thorough consideration. 

“ Now, it happened that the revision referred to came at a time of extraordinary 
trade conditions, which, in the opinion of the committee, justified substantial 
advance in many of the ratings. There had been marked increases in the prices of 
many important commodities, and this seemed to ho especially true of those articles 
whose use and cost enter most largely into the operation of transportation linos. As 
bearing on this point, we submit herewith a statement prei»ared by one of the prin- 
cipal lines in this territory, 8h(>wiug a comparison of the cost of railway material 
and supplies during the years 18})7 and 1900, together with the percentage of increase 
in the said cost. It is a fact, of which you are no doubt aware, that some of the 
lines in this territory have a< tual!y shown a reduced net revenue during certain 
periods as against an increased gross revenno during the same? periods, and this is 
attributed entirely to the incTeased cost of materials used in operation and not to 
any other or special cause. 

But we insist that the revision of the classification would have occurred regard- 
less of trade conditions, and that the object of the revision was not entirely and 
solely for the purpose of increasing the ratings, as has been stated in some (j^uarters. 
The need for the revision has been previously above explained, and in going over 
the classification it was believed and found tliat many of the existing ratings were 
unreasonably low in and of themselves: that, based on values, risk, density, method 
of packing, etc., some advances would bo entirely proper, and by comparison with 
the ratings in efi’ect on the same articles in the other two classification territories it 
was also believed and found, aiul eould be easily demonstrated, that the ratings on 
many articles were unreasonaldy low. It uas observed in some instances that the 
rating on an ordinary article of shipment not subject to any special conditions of 
supjdy or demand was three or four classes lovver than in the ofiicial and Western 
classifications, and where there seemed to be no juslilication ior this difiercnce the 
rating was advanced. 

We do submit, with the utmost deference, that the honorable, commission, of 
which you are the head, clothed with the authority to establish reasonable rates 
and classification in the Slate of Mississip])!, ought not to finally disapprove and set 
aside an entire elassilieation, ])Ianned and formulated in the manner and under the 
cireiinistances above deserilx-d, wiiliout siib^tiintial and excellent leasons. It does 
seem to us that the work of tho Southern Classification Committee, organized as 
above explained and dealing with thi'se matters in tho thorough and systematic 
way above set forth, ought to havi^ the most cand’ul and detailed consideration by 
your honorable body before undertaking to decide broadly that everything done by 
the classification committee has been xvrong, unwise, or impro])er. 

Classification Ko. as compared ivilh ^^o.27 . — As alre<idy stated, classification No. 
26 went into effect on February 1, 1900. Upon comparing it with No. 25 tho first 
important change that will naturally occur to >ou is the fact that th(^ old double- 
column plan was abandoned for tin; single-ccdumn ]>lan. In other words, classifica- 
tion No. 26 shows only one rating opposite each item, while the ])revious classifica- 
tion showed two ratings opposite many of the artich's, one in the 'carrier’s risk’ 
and the other in the so-called ‘ released’ column.” 

Q. (By Mr. ItiPr.KY.) Will yon explain what that means? — A, In classification No. 
25, and in all previous classitications for many years, wo showed two columns of 
ratings. Tho commission will understaixl it in a moment at a glance. In the first 
column we showed what is known as tl.o carrier’s risk or common law liability rat- 
ing; in the second column we showed the owner’s risk or limitcil liability rating, the 
first column rating being naturally higher than the second. Now, in going through 
the old classification No. 25, we found that there was no sort of consistency or uni- 
formity or anything approaching uniformity between the two columns. 

Q. Can you illustrate that by ail example?— A. 1 believe I can do it better this 
way: We found that about 1,700 items or articles wore shown only in the carrier’s 
risk column, the first column ; two hundred odd articles were shown only in the sec- 
ond column; 590 or 600 items, the remaining items, were shown in both columns. 
Now, we found that where two ratings were shown they varied all the way from 14 
per cent to 280 per cent— that is to say, the carrier’s risk rate was 14 per cent higher 
than the owner^s risk rate in some instances and 280 per cent higher in some other 
instances. We found further that, probably owing to a clerical error, misunder- 
standing, or what not, many articles were shown only in the first column that were 
subject to great risk in handling. For instance, you will lind acids N. 0. S. — that 
is, acids not otherwise specified — only in tho first column. Everybody understands 
that acids are a risky thing to handle, and yet in this old classification they were 
shown only in the carrier’s risk column, an anomaly or absurdity that may have had 
its birth in some clerical error somewhere. There [pointing to classification No. 25] 
are two columns, and a list of acids. Some are only in the first column and some 
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only in the second column and some in both, all under the head of acids, and no uni- 
formity about it. Well, we did not see any reason why we ought not to abandon 
that old system and put every rating on the limited liability or bill of lading basis. 
Limited liability simply means that you accent the bill of lading of the carrier. Then 
we said, “ If a man refuses to accept that, as iie has a perfect right to do, we will make 
the common law or carrier’s risk rating a uniform percentage higher,'’ and we did. 
We made it 20 per cent higher, in line with the rule of the trunk Tines. 

Q. That IS the rule in this official classification, that when carried at carrier’s risk 
it is 20 per cent higher?— A. Twenty, and ours is now 20. For a while ours was .SO. 

Q. What changes took place between Nos. 25 and 26 in addition to the ones that 
you have mentioned respecting carrier’s aud owner’s liability? — A. That w'as the 
first change. I v;ill read on here [reading further from letter to .lohn D. Mclnnis] : 

“Without presuming to criticise the makers of the first classification, 25 or 30 
years ago, ve have never boon able to discover any necessity, or good reason, for 
the double column plan. If a similar plan has ever boon in force in the other two 
classification territories, we are not aware of it. We wore not jircsent at its birth, 
but we shall always congratulate ourselves that we participated in its obsequies. 
It aboiiiidod in inconsistencies, it being found u))on investigation that the difference 
between the released ratings and the carriers’ risk ratings varied all the way from 
14 to 280 per cent. Articles were shown in the carriers’ risk column only, which 
wore of extraordin.ary risk in handling, an absurdity which does not admit of any sort 
of explanation. Furthermore, under the old method of handling classification ([ues- 
tions, ratings were changed without stating whether the new ratings were to be 
shown m the released column or in the carriers’ risk cidnmn: and the matter was 
therefore left to the discretion of the rate clerk handling the publication of the 
changes. 

“ We do not believe that any one will contend that the change to the single 
column ]»lan was not in the direction of simplicity and uniformity, and it only 
remains for us to consider what etfect, if any, the single column ])lan actually had 
upon the rates charged the public; and this is especially proper, because this change 
has been made the basis for erroneous or misleading statements to the effect that 
Classilication No. 26 advanced the ratings on some 1,600 articles “ by indirection” — 
in other words, wo tried to slip up on the public, by putting iiji the rates on them 
without changing the actual figures in the rating column. 

“Now in Classilication No. 2.") some 1,700 articles were shown in the first or 
carriers’ risk column only; and in publishing ('lassificatiou No. 26, all of those 
items were transferreil to the limited liability column, which is the only column 
now used. The very first item in Classidcation No. 25 will serve as an illustr.atiou : 
Accouterments, milifaiy, .are shown in the c.arriers risk column at the first class 
rating. This rating still governs, but it is the limited liability rating, because all 
of the present ratings are subject to rule one of the cl.assilication, which provides 
that the ratings shown in the classification apply only on projicrty shipped subject 
to the, conditions of the standard bill of lading. \\'h,at has been the actual effect? 
If a man had a shipment of military accouterments to forward from Jackson, Miss., 
to Atlanta, (fa., under the oM classification, he simply accepted the bill of lading of 
the initial carrier at .lackson and paid the first-class late. if he had the same ship- 
ment to forward next Monday, ho would simply accept the bill of lading of the 
initial carrier at .Jackson and pay the tirst-class rate; and assuming that the first- 
class rate from .Jackson to Atlanta was the same on .January 31 as it will bo on 
September 17, the rate aetnally charged is exactly the same in both instances, and 
the conditions of shipments are practically the same. The technical argument has 
been made that by putting these various articles on the limited liability basis, wc 
have actually advanced the rates, because the sliijiper would have had the right 
formerly to deinand a common law liability bill of lading, whereas ho would now 
have to comply with the terms ami conditions of the standard bill of lading. As 
we all know that iff) per cent of the business of the country is handled on the bills 
of lading of the various carriers, and, therefore, on the limited liability basis, we 
simply ask you, in all sincerity, whether this feature of the matter justifies the 
statement that the ratings were advanced on the 1,600 or 1,700 articles referred to. 

“ Now, with the exception ot this change to the single column plan, and with the 
exception of the iron aud steel list, which we liave previously referred to, Classifi- 
cation No. 26 was not an advance over Cl.assification No. 25, but as a matter of fact 
contained ?)iore rednctmis than advavevs” 

Now, if we may summarize that: In classification No. 26 we abandoned the single 
column plan aud we put all article.s ou the limited liability basis, which moans in 
everyday business practice that we said, You must accept the bill of lading of the 
initial carrier. By some sort of a strained, technical, or literal argument you might 
say that we advanced those 1,7(X) items, but the charge was not any more ou the 
goods moved than it had been. Now, that has been made the basis for a statement 
by the New York Merchants’ Association, repeated at different times, and accepted 
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by other organizations, that No. 26 advanced the rating on some 1,600 articles. As 
a matter of fact, there were about 1,700 changed in that way. No. 26 advanced the 
iron and steel list, as already stated and admitted without any sort of hesitation. 
It advanced them considerably. With that exception it was a reduction as com- 
pared with No. 25. 

Q. (By Mr. Clakkk.) The limited liability column showed lower rates than the 
other column, did it not, before this change was madef— A Yes. 

Q. Then, if the other column was abandoned, and the limited liability column 
retained, how could that be an increase? Would it not seem to be a decrease? — A. 
Where an article had previously taken a limited liability rating, we let that stay. 
This change, which was possibly a technical a<lvance. was with respect to the 1,700 
articles which were shown in the carrier's risk column only. We transferred those 
bodily to the other column. What had been previously, say, military accoutre- 
ments, first-class, carrier’s risk, we made first-class, owner’s risk. Now, I admit 
that technically that nnay be an advance, but if a man had a shipment of that kind 
to move, either before or after tlio publication of No. 26, he simply took his shipment 
to the station, and took the carrier’s bill of lading and had it moved, and he had 
the same thing to do after it went into efioct. He would take it to the depot and the 
shipment would move for the same rate per hundred pounds to the same destination. 

Q. Then you transferred those 1,700 articles from one column to the other without 
changing the rate?— A. Without cliangiug the rating. 1 want to bring out that 
point clearly to this commission. I have never had an o])i)ortunity to deny it before 
under oath, or under anything like these circumstances. I want to emphasize here 
that we admit a technical advance, on those item.s, but no practical or actual advance. 

(By Mr. Ripley.) I find in notes upon hearings before the Interstate Com- 
merce Commission on changes in freight classification in December, 1899, a state- 
ment on page 53 that the Interstate Commerce Commission found there were 754 
changes in the southern classification then put in force. Have you any knowledge 
about that hearing? Could that have been a hearing upon this classification No. 
26?— A. When was the hearing? 

Q. December 18, 1899. Or was that upon the official classification?— A. Decem- 
ber 18, 1899? 

Q. Yes.— A. We had not issued any then. 

Q. Tlie statement has been made further, before this commission, that No. 26 
introduced a much wider difterence between carload and less than carload lots. 
Will yon explain the bearing of such <litterence8 upon the jobbing trade and upon 
the interests of New York as a jobbing center and on the cities of the South?— A. I 
think reference is made to No. 27 as compared with No. 26. 1 will answer as to 
No. 26. We have already stated that the iron list was substantially changed and 
that it was considerably advanced. It may be that in doing that we had a few 
more carload ratings than we had previously had. But I want to say that it was 
not for the purpose of helping any jobbing point or hurting any other jobbing point 
or with any such purpose. We did not think of that at ail. I think reference is 
made to No. 27, and 1 will read oii from here and we will come to that [reading 
further from letter to John 1). Mclnnis] : 

Clasfsijicaiion Ao. 2i7 as compared u ith classification No. SO , — The first change to be 
noted is in rule 1, and this merits some explanation.” 

I will read rule 1. Rule 1 in No. 26 reads this way; (Reading.) “The reduced 
rates specified in this classification are ‘released’ rates and will apply only when 
the shipper or owner executes a release on the form prescribed by the several car- 
riers. If the shipper or owner fails or refuses to execute a release, the shipment 
will be accepted and transported at earner’s risk, and the rate will be 30 per cent 
higher than the rates spccilied in this classification. Where the property is charged 
for at the carrier’s risk or higher rate it will be transported at the carrier’s liability, 
limited only as provided by common law, by the laws of the United States, and of 
the several States, in so far as they apply.” 

No. 27, rule 1, which is in substantial conformity to the rule in the official classi- 
fication— if there is any difference, it is simply a little bit more favorable to the 
shipper, not much, but a little— reads this way: “The reduced rates specified in 
this classification will apply only on property shipped subject to the comlitious of 
the standard bill of lading. 

“If the shipper elects not to accept the said reduced rates and conditions, he 
should notify the agent of the receiving carrier in writing at the time bis property 
is offered for shipment, and if he does not give such notice it will be understood that 
he desires the property carried subject to the standard bill of lading conditions, in 
order to secure the reduced rate thereon. Property carried not subject to the con- 
ditions of the standard bill of lading will be at the carrier’s liability, limited only 
as provided by common law and by the laws of the United States and of the several 
States, in so far as they apply. Property thus carried will be charged 20 per cent 
higher (subject to a minimum increase of I cent per hundred pounds) than if shipped 
subject to the conditions of the standard bill of lading.” 

(Kesames reading of letter to John D. Mclnnis.) 
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'^For ^ears past there has been a desire in this territory to bring about uniformity 
in the bill of lading used by the various carriers for domestic shipments. At various 
times in the past special committees have been appointed to deni with the subject, 
but without definite result. For some 13 years past the lines in the ofiicial classifi- 
cation territory, erubracing the largest traffic section of the country, have used 
what is known as the ‘ Uniform bill of lading/ and it has been published as a part 
of the ofiicial classification. 

“Shortly after the organization of the Southern classification committee it was 
believed that the committee furnished the proper machinery to carry this matter 
through to some definite conclusion, especially because tiie committee covered the 
entire Southern territory, and the members were therefore understood to be familiar 
with the laws and legal requirements in the various States. Early in 1899 a special 
bill of lading committee of (> lines was, therefore, appointed. That special com- 
mittee held a 2 days’ session at Asheville, N. C., in July, 1899, and submitted a 
standard form of bill of lading and shipping order to the various lines in the South- 
ern territory. We are ^lad to submit herewith (marked ' Exhibit A’; copies of the 
forms then proposed for initial rail carriers and initial water carriers, respectively. 
Negotiations and correspondence proceeded; various slight modifications were pro- 
posed; objections to some of the provisions were advanced, and finally another 
meeting of the sjieidal bill of lading committee was held at New York in February 
last. At that meeting the various suggestions and amendments were taken up and 
considered; a standard form of bill of lading was finally adojited; it wsis approved 
by the standing subcommittee, and alterwards by the various individual lines, and 
was finally put into effect on .Juno 1, 1900. We take pleasure in handing you here- 
with (marked ‘ Exhibit B’) copies of the forms thus adopted for initial rail carriers 
and initial water carriers, respectively.’’ 

I will send to the commission the (‘xhibits referred to hero and also the statement 
referred to in a previous part of this communication showing the increases in the 
prices, as between years 1897 and 1900, of many of the principal articles used in the 
operation ot railways -materials, iron and steel, etc. [Resumes reading.] 

“This bill of lading conforms essentially to the uniform bill of lading in use in the 
territory north of the Ohio and Potomac rivers. It is believed to embody the best 
features of that bill, with some additional provisions designed to fit transportation 
by water lines. We respectfully ask your honorable commission to give it careful 
consideration so as to determine for yourselves whether or not there be anything in 
its provisions illegal, unfair, or onerous to the shipper. If so, the classification com- 
mittee will welcome and carefully consider any criticism or comments which may be 
submitted looking to its modification. 

“ We now beg you to note the difference between rule 1 of classification No. 26 and 
rule 1 of classification No. 27. The former provided that the ratings shown in the 
classification were released ratings, and that if the shipper declined to execute release 
he would be re(|uired to pay 30 per cent higher than the rating specified in the classi- 
fication. The picsent rule provides that if the shipper elects to not accept the con- 
ditions of the standard bill of lading ho shall give notice in writing, in which case 
he will bo charged 20 per cent higher than the limited liability rating as shown in 
the classification. We believe you will agree with us that the present rule, as com- 
pared with the former rule, ought not to meet with serious objections on the part of 
the shipping public. If a shipper demands that his property be carried subject to 
common-law liability, he has the right to do so, but we charge him 20 per cent higher 
than the regular rate in order to compensate the carrier for the increased risk.” 

Q. (By Mr. Litciiman.) Is not that susceptible at least of two constructions— 
first, that you make use of that fact to force an increase of rates to the amount of 
20 per cent, or else the other construction that in lieu of that the shipper has got to 
take his own risk, which has not been the custom heretofore?— A. Oh, it has been 
the custom heretofore, because even in respect to these 1,700 articles upon which the 
ratings show a carrier’s risk only, as a matter of fact, there was not one instance in 
a hundred where the shipper did not accept the regular bill of lading on his prop- 
erty or had his own bills printed, which was the same thing. 

Q. Has it ever been tested in court whether the railroad has power to force the 
shipper to ship at his own risk?— A. We do not force him to ship at his own risk. 
We give him very clearly a published optional rate. He can take the bill of lading 
rate, which is 100 per cent, or he can demand a common-law liability bill of lading — 
a plain receipt, with instructions to transport and deliver— and he pays 120 per cent 
of the rate. 

Q. I understood you to say that it had been the custom of the shipper to ship at 
his own risk until you presented these two options.- A. I said it was the custom 
even on those 1,700 articles where the rate was all carrier’s risk, and he did not 
demand the common-law liability. In the old classification there were 1,700 articles 
upon which we showed only one rating, and that a carrier’s risk rating, so that if 
you had one of those 1,700 articles to ship (and many of them were very important 
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articles such tis dry goods and other things) you would have had a right to go to the 
agent of the carrier and say, “ I want a common-law liability bill of lading. I want 
a receipt, without any sort of limitation, with no conditions at all, except sucli as 
the common law and the statutory law oi‘ the various States may have prescribed or 
fixed.'’ 

Q. Was there any extra charge for it?— A. None at all. That was the only rating 
we published, but notwithstanding the right of the shipper to call on us fora common- 
law bill of lading probably 995 ont of a thousand shipments were handled right 
along in the usual course of business on the regular bill of lading of the <‘ompany 
or on the printed bill of lading that many of the large houses got up for themselves 
in book form. 

Q. Was there any change of rate when they took what you called the carrier’s 
risk rating? — A. No; it was all one. 

Q. Now, when you made the change to the now classification was there an addi- 
tion of 20 per cent on account of that carrier’s risk liill of lading?— A. There is the 
point. Take accouterments. In the old classification we showed accouterments in 
the carrier’s risk column at first class. We now show them in the single and only 
<‘olumu, which is the limited liability column at first class. 8o that evmi under the 
old classification if you had a shipment of accouterments and demanded a common law 
liability bill of lading yon could have got it at first class, whereas to-day if you 
demand it the rate would be 20 per cent higher. 

Q. Than it was before?— A. Higher than it was before. Now, I have said that 
was technically an increase on the 1,000 or 1,700 items, but in fact it was not, because 
in everyday business fully 99 per cent — 1 believe 1 am safe in saying that 99.5 ])ei: 
cent— of the business has been all along and isnow and will continue to be handled 
on the regular bill of lading. 

Now, then, that being the case, would your association have adopted a sched- 
ule of that kind if they had not had an idea themselves that your liability, whether 
there was a carrier’s liability bill of lading demanded or not, came under the com- 
mon law?— A. It did not cut any figure at all in the matter. 

Q. Then why was it adopted? — A. We wanted the single-column plan and we 
wanted that to bo a limited-liability plan. We wanted this so that the other rating 
should be a fixed percentage higher t<i cover all, rather than that we should fix the 
carrier’s risk rating and then say that the rate on which 99 per cent of the business 
would be moved would bo a percentage less. We could make all these ratings 
higher than they are and then say that if a shipper accepted the bill of lading of 
the carrier we would make it a percentage less. 

Q. You think virtually it is the same thing? A man wants to bo sure that bis 
goods are protected, and you would compel bim to pay 20 per cent for it?— A. Oh, 
no; we do not attempt that. We do not say that his goods arc not proteided if he 
accepts our bill of lading. We claim that the lull of lading is a legal document, 
that there is nothing unfair or illegal or burdensome in it. 

Q. You have two bills of lading, have yon not, one of which is a carrier’s risk 
bill and the other is a shipper’s risk bill?— A. We are supposed to have, but iu 
fact we have but one, because there is not one time in 100 when tlie other is demanded. 

Q. If 1 am a shipper and desire to have my goods thoroughly protected, I have to 
take the carrier’s bill of lading, haven’t I?— A. Yes; to have all the protection of 
the common law. 

Q. And in order to get that I have to pay 20 per cent raoi;e?— A. Yes. 

Q. You force me to the alternative of taking the risk myself or paying 20 per cent 
more?— A. Theoretically we do and technically we do, but in everyday business 
practice, whether by the double-column jilan or whether we make it 20 per cent or 
30 per cent higher than the other, it doe.s not cut any figure whatever. 

Q. (By Mr. Piiillh’S.) In case goods carried on a carrier’s risk bill of lading were 
lost or destroyed, the owner could uot recover?— A. He could recover unless it hap- 
pened from one of the exemptions that I understand the common law gives us. 
There are four, I believe— the act of God, fraud on the part of the shipper, inherent 
defect in the article, or inherent vices in an animal. These are the limitations, I 
believe, though I am not a lawyer. 

Q. If shipped at the carrier’s risk, they could collect for any other damage?— A. 
Yes. 

Q. What is the difference between the owner’s risk and the carrier’s risk ?— A. As 
to conditions of bill of lading! 

Q. Yes. — A. I would have to read the bill of lading to state all the differences in 
conditions. 

Q. .Inst in a general way ?— A. In addition to these limitations, stating it briefly, 
the bill of lading limits us from further risk by reason of fire, chafiug, leakage, and 
all those damage.s incident to ordinary transportation which are uot the fault of the 
carrier. The carrier pays any number of claims where the bill of ladin]^ would pro- 
tect the carrier if contested; but if the claim is made by a shipper doing businesa 
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with him the carrier pays it. If you inquire among business people, you will find, 
I venture to say, that whenever they have something broken or damaged and jmt in 
a claim the claim is paid, although the bill of lading might lot the carrier hut if 
taken to the courts. 

Q. (By Mr. Ripley.) In making this change that you have mentioned, are you 
getting into line with the ])olicy of the olficial classification committee?— A. The 
only consideration that we gave the official classification in this revision of ours 
was simply to compartj it as we Avont along, article for article. I'kore was no dispo- 
sition and no suggestion to model ours after the official or after the Western, either 
as to the difference between carload and less than carload ratings, or the number of 
carload ratings, or as to any other feature. As wo went through the classification, 
item by item, some one would watch the official and another the Western, and we 
would compare. But to say we started out with the idea of harmonizing the classifi- 
cations would be simply incorrect. 

Q. Does your action in thus limiting your liability bring you into line with tho 
official? — A. As to this liability (juestiouf 

Q. Yes.— A. It does. 1 thought you meant the ratings. 

Q. What would you have done in this change of liability is to simply bring your 
Southern classifieatiou into line Avith the classication adojited by the roads north of 
tho Ohio River?— A. Suliatantially. There are some little differences, but I do not 
want to Avorry the commission with them all. It is substantially the same. 

(^. (By Mr. I^itciiman.) You have never had any cases in court to tost the validity 
of your two forms of contract, have you? — A. There has heeu no test in our terri- 
tory. If there is anything illegal in our bill of lading, we want to find it out, 
because it would weaken tlu'. whole document. 

Q- (By Ml’- Fahquiiah.) 1 woiibl like to ask Avhethor, Avhile tho word “force'' 
has been used, it is not entirely optional with the shipper Avhich bill of lading is to 
bo used? — A. Kiitiroly so. If the ailditional risk to the carrier in tho shape of this 
carrier's risk rating is woith anything at all it is Avorth 20 per cent, because 20 per 
cent of the rate may be a very insignificant perecutage of the value of the goods. 
The rate from here to Atlanta, first clas.s, is somef bing like $1.07. A first-class article 
of high value insured tor the additional 20 per cent or 21.4 cents per 100 pounds 
might be veiy cheap insurance. We do not admit that 20 per cent is an excessive 
difl'erenee. ^Ve used to have 30 per cent and in some cases under tho old plan it ran 
up to 280 per cent. 

C^. What proportion does this carrier’s risk projierty bear to tho Avholo amount car- 
ried ?~A. I am sure, it is not 1 per eimt. J doulit if it is one-half of 1 per cent. I 
doubt if it has varied one one-hundreth of 1 ])er cent as between the time Avhen tho 
old classification Avas in effect and the present. 

i). (By Mr. Litciiman ) Substantially the only difference betAveen the two bills 
of lading is that under tho carrier’s risk all sorts of risks are assumed by the carrier, 
whereas under the ship])er's lisle bill of lading >ou simjdy assume the risk of injury 
caused by your oavii agents?— A. Under the carrier’s ri.sk avo a.ssume all risk except 
that which the common laAV and sfaiutory hiAv exempts ns from. 

D. Under the shipper's risk you assume only the results of your oAvn negligence? — 
A. We do not assume certain specified risks unless they are tho re.sult of tho carrier’s 
negligence. Wo do not admit that avo put everything on tho shipper except the 
results of our own negligence. 

Mr. Phillips. You may proceed in your own way now to present the facts. 

The Witness. WocomenoAv totheieaDiuestionof lomplainton the part of the ship- 
ping publii!, and the representatives of the .shipping public, respecting the general 
advance we made in our cla.ssificatiou nearly a year ago— Juno, 1900. (Reading:) 

“ We now come to the changes in the descriptions and rating as shown in classifica- 
tion No. 27. For reasons already stated, it Avould be impracticable to shoAV in tabu- 
lated form tho exact advances made, but Ave do not hesitate to say that the number 
does not exceed 400 or 500, ns compared with classification No. 26. 

1 think the commission Avill hud that the last annual report of the Interstate Com- 
merce Commission touches upon this matter; that a statement showing the number 
of changes Avas prepared by tho auditor of the Interstate Commerce Commission and 
that it showed 500-odd advanci^s and 100-odd reductions. I merely estimate it here 
as 400 or 500, It was nothing like 1,600 or 2,600 as has been stated by some parties 
earnestly, and perhaps honestly, but Avithont proper information. (Reading further 
from letter to .)ohn D. Meinnis:) 

“And many of these advances have been made on unimportant articles of ship- 
ment. In revising the classification the committee endeavored to he as consistent 
as possible, and it will be found, for example, that all druggists' articles, in boxes, 
have been made first class; that small grocery articles, in boxes, have, as a rule, 
been made second class, and that ordinary hardware and iron and steel articles, in 
boxes, have likewise beeu made second class. One reason for this was to prevent 
underbilliug of drugs, groceries, and hardware; and it may be in order to state at 
this noiut, and we say it with regret, that the underbilliug or false classification of 
freight in the Southern territory seems to be continually on the increase. 
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“ But in the statements which have been submitted at different times in behalf of 
the shipping public, through the press and otherwise, mention seems not to have been 
made of the fact that no advances have been made in ratings on sucb articles as 
agricultural implements; fertilizers, L. C. L.; cotton bagging and ties, green fruit, 
machinery, soap, stoves and hollow ware, vegetables, vehicles, vinegar, wooden ware, 
and other important articles of shipment. Nor was any advance made in the ratings 
on iron and steel articles, as compared with classification No. 26. 

“Of course the Classification Committee does not pretend to be infallible. As the 
venerable and honorable J. H. Regan well and tersely said at the recent Lookout 
Mountain meeting, the making of a freight tariff or a freiuht classification is not one 
of the exact sciences. Commercial conditions are constantly changing; an article 
of luxury to-day may become an article of common use or necessity one year hence; 
local industries are multiplying in the South; new discoveries in science are con- 
stantly working changes in the whole character of the cost and use of some articles: 
competition between carriers and markets and products is ever increasing and 
becoming more complex, and he would be strangely out oi touch with the times who 
would argue or (mntend that the freight classification of 10 years ago would fit the 
traffic conditions of to-day, or that the freight classification 10 years hence will not 
necessarily difi'er greatly from that now in use. 

“The Classification Committee, however, invites and welcomes all information or 
data from shippers or their representatives which will aid the committee in arriving 
at a fair and just conclusion. At previous meetings of the committee various repre- 
sentatives appeared and made oral statements and arguments to susrain applii’ations 
for changes in the ratings; and for our next meeting 147 subjects have been dock- 
eted, and in the great majority of cases this has been done upon direct request from 
shippers who have urged ieadju8tm« nt of the ratings. Some modifications have 
already been made, as witness supplements Nos. 1 and 2 to classification No. 27, 
copies of which we beg to inclose herewith. Undoubtedly some other modifica- 
tions will be made at our approaching meeting. Our contention is, and we make it 
respectfully, that all these questions are given intelligent and conscientious consid- 
eration by the committee; and that while we sometimes err, we are always ready 
and willing to make correction upon the proper showing. It is self-evident that 
it is not to the interest of the carriers to make their rates »*xorl)itant, or so high as 
to unduly limit or restrict the free movement of traffic over their various lines. 

“Respectfully submitted. 

“P. ,1. McGovkun, Chainnari." 

Q. (By Mr. Ripley.) You have not spoken of the matter of carload lots. Will you 
speak of that topic nowf— A. I want to say something on that. The Classification 
Committee has not, and I <lo not believe any classification committee ever has, pro- 
ceeded under any fixed rule with reference to whether an article ought or ought not 
to take a carload rating or whether it ought to be 20 per cent or any other per cent less 
than the less than carload rating. There has been no thought on the part of our com- 
mittee to increase the number of carload ratings or to widen the difi’erenee between 
the carload and less than carload rating. The only rule, it it cun be called a rule, 
is that our committee has endeavored, as far as practicable, to limit the number of 
carload ratings to those articles which are naturally or ordinarily moved in carload 
lots. In fact, we have actually a comparatively smaller number of carload ratings 
than either the official or western classification. 1 want to deny most positively and 
emphatically that the Southern Classification Committee has gone to work to pre- 
vent New York City or Chicago or any other long-haul seaport or market from doing 
business in the South, by increasing the number of carload ratings, so as to build up 
the interior southern jobber, or for any other purpo.se whatsoever. 

At more than one of our meetings wo have had with us a gentleman from Atlanta, 
Mr. W. E. Newell. He is not only a jobber of hardware in Atlanta, but he is chair- 
man of the Transportation Committee of the Southern Hardware Jobbers' Associa- 
tion. Mr. Newell is naturally looking after the interests of his own company and 
of other jobbers in that section, and naturally he would like to have a carload 
rating on everything. The commission will understand that the jobber at Atlanta 
wants as low a carload rating or rate as he can get. He wants to bring his goods in 
there in large lots and distribute in small lots at a total charge to the ultimate des- 
tination which will at lea.st approximate the through rate. I will illustrate that. 
Suppose New York is the natural or controlling source of supply for a given com- 
modity, and a jobber in Atlanta deals in that commodity He wants to get ns low a 
carload rate as possible from New York to Atlanta, and then he wants to distribute 
it at a less than carload rate from Atlanta to, say, Tallapoosa, Ca., or Anniston, Ala., 
at a combined total chiirge which will a]>proximate what the New York jobber could 
send the less than carloati shipment thiough for. That is the whole situation of the 
interior jobber in our or any other territ<uy. He wants to be able to bring and 
reship at a total charge approximating the through rate on the same quantity as he 
reships to the same point of destination. 
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Q. (By Mr. Phillips.) Then you claim the railroad can not ship the short distance 
In less than carload lots at a proportionately less rate than for the longer distance?— 
A. I say that, although that is not the carload question. All rates for short dis- 
tances are higher per mile than for longer distances. 

Q. They want it at the same rate per mile?— A. No; they do not ask that. They 
ask that the carload rate from New York to Atlanta, plus the less than cnrload rate 
from Atlanta to Heflin, Ala., we will say, will at least approximate the through less 
than carload rate from New York to Heflin direct. That is what every interior job- 
ber wants, and the far-off jobber, as a rule, wants no carload ratings at all. That may 
be stated as the case of the New York Merchants’ Association i\ The Southern Hard- 
ware Jobbers' Association. 

Q. (By Mr. Kknnkdy.) Does he not strive to get a lower rate? For instance, we 
had testimony here showing that goods can be shipped to Chicago from New York 
and then reshipped back into New York territory for less than they could be sent 
from New York to the intermediate point between Now York and Chicago.— A. They 
want as low as they can possibly get. 

Q. Is that practiced in your Southern territory ; that yon may ship goods from New 
York to Atlanta and reship backward 200 miles toward Now York at a cheaper rate 
than they could be sent from New York direct to that destination?— A. It might be 
possible on some articles; but I do deny that there has been any deliberate intention 
or thought on the part of the committee to l>ring about such a condition as that. 
There may be cases where there is a special carload rate from New York to Atlanta 
which will enable them to go back 100 or 150 miles. It may be true, but I doubt it. 
It would simply show a wide difl'erence bcitwecn the carload and less than carload rate. 

Q. Do instances of that kind come to your notice?— A. 1 do not recall any. Take 
agricultural implements. In carloads they are sixth class, subject to a minimum of 
20,000 pounds. Some implements in small lots are first class and second class, along 
there. So you can se(^ if you ship a car to Atlanta and then distribute it on the first 
oraecond class rate out, you can go a good distance before yon reach the through 
first or second class rate to that final destination from New York. 

Q, Do you aim to arrage your classifications so that will be impossible?- A. No; 
that is not really considered. We simply take up each case on its own merits. That 
is all I can say. 1 do state positively that it is not the policy on the part of our 
committee, and has not been the custom or thought of the committee, to keep the 
through shipper from doing business in the small places in the South, or to build up 
the interior jobber, or vice versa. 

Our committee is composed of 42 lines. That includes every coastwise steamship 
company operating from Boston, New York, Philadelphia, or Baltimore to the South 
Atlantic ports. Those are the lines that will carry the business for the New York or 
other Eastern jobbers to our section. Those, lines are members of our committee. 
Now, evidently, ifthefUassiflcatiou Committee is <loiDg anything to prevent their mar- 
kets from shipping down into our country those water lines either do not know their 
business or else are not attending to it. 'I'ake the ( )ld Dominion Ijine from New York to 
Notfolk. A large part of its entire business is the south-bound business from New 
York via Norfolk to our territory. If you were to wipe out that business you would 
probably wipe out the Old Dominion Steamship Company. Now, that line is not only 
a member of our general committee, but its tratlic manager, Mr. Walker, is a member of 
our working subcommittee of 15, and attends nearly everyone of the meetings. It will 
certainly not be argued by any trades body at New York or anywhere else that the 
Old Dominion Company has deliberately set out to bring about its own destruction. 
If the committee is deliberately trying to build up the interior jobber and ruin the 
New York jobber’s business in that territory, then it is deliberately going about 
reducing the business of the Old Dominion Steamship Company ; and Mr. Walker does 
not know it and therefore does not know his business. Now, I do not think that is 
the state of the case. 

Q. You were speaking of the steamship companies. I want to ask you a question 
about that. Do they ship at very ranch lower rates from New York to points in the 
South reached by railroad from New York than the railroads ship for? — A. There is 
a fixed differential. Take New York to Savannah, the rates by water are very much 
lower than all-rail rates. 

Q. Mr. Langley, of New York, said if there was any cheaper water rates they did 
not know it, which would leave the inference that the railroads control the steam- 
ship lines and prevent them carrying cheaper than the railroads to points reached 
by boat.— A. I think he must have meant interior points. Mr. Langley must know 
that the rates of the Ocean Steamship Co., for example, from New York to Savan- 
nah, are made by the Ocean Steamship Co. They do not consult anybody. Those 
rates are not even subject to the jurisdiction of the Traffic Associations. You can 
pick np any tariff and it will show the all-rail rates New York to Savannah con- 
siderably higher. 1 do not remember how much. The all-rail lines put in rates as 
low as they care to go, but they know they are a good deal higher tuan the ocean 
rates. The ocean companies reduce the rates without consulting anybody. 
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Q. How is it with the Old Dominion Company shipping to Norfolk!— A. It is the 
same way. 

Q. They ship much cheaper than could be shipped by rail from New York ?— A. I 
should judge so. I do not know how much cheaper. I take it for granted the rail 
lines can not meet the Old Dominion rates from New York to Norfolk. 

Q. (By Mr. Riplky.) Is it not a fact that a large amount of the stock of the Old 
Dominion Company is owned by the railroads ?— A. I understand that to be the case. 
The Old Dominion .Steamship Company is a trunk lino between New York and Nor- 
folk. It handles business for every rail line leading from Norfolk, and I can under- 
stand that it would be the most natural thing in the world that each rail line should 
want to have an interest in the boat line. 

Q. (By Mr. Farquhar.) Who makes the differential?— A. If you mean to interior 
points, it has been fixed by agreement from time to time. 

Q. Are the coastwise lines a part of your commission to make this differential?— 
A. They are a part of the 'i'raffic Association that makes these differentials. That 
differential q uestion is really older than the association itself. The present differen- 
tial begins at 12 cents on first-class. It at one time was only 6 or 8 cents. It has 
been brought about just as anything else of that kind would be brought about— by 
arbitration. .Sometimes they go to war, and when they get through the matter settles 
itself just about as the arbitrators would have settled it. If the rciinsylvania Rail- 
road, for instance, and the other rail linos to those ports had their say there would 
bo uo differential. The Ocean Steamship Company may say, “ We ought to have 20 
cents differential; we ought to have all the busine.s8; it is all the business we can 
expect to get much of.” Tue other follow says, ‘‘You are not entitled to any dif- 
ferential; you make about as good time as wo do; you ought not to have any (lilfer- 
ential.” But they compromise, say, on 12 (lents. 

Q. Have you any idea whether the trunk lines of the South do not control the 
coastwise commerce by controlling the stock.of the coastwise lines?— A. I under- 
stand that the rail lines, operating from Norfolk and those other ports, do own a 
large portion of the stock of some of those coastwise steamship lines. Take the 
Ocean Steamship Company. It is controlled by practically the same interests as the 
Central of Georgia Railroad; and the Ciiesapeake Steamship Line from Baltimore is 
practically the same as the .Southern Railway. The Baltimore Steam Packet Com- 
pany is controlled by practically the same interests as the Seaboard Air Line. There 
are two or three of these ocean lines which, however,- are trunk lines. Take the 
Clyde Philadelphia Line, the Old Dominion Line, and the Merchants and Minors’ 
from Boston, all operating to the Virginia ports, Norfolk, etc. They are all trunk 
lines. I can understand why the rail linos leading from Norfolk might want to have 
a voice in the management of these trunk steamship lines, so os to see that they get 
a fair share of the business brought to Norfolk, aside from the fact as to whether 
they are proHt.able or unprofitable in their operation. From good traffic reasons it 
seems to me they would want to have an interest, and I believe they do largely 
control through stock ownership. 

Q. Since you have gone into both the transportation and traffic arrangements, 
have you found any friction at all with the coastwise linos and the rest? — A. There 
is just the same competition and friction between them as between the different rail 
lines. 

Q. Is it the policy of the large trunk lines of the East reaching into Southern 
territory— Mobile, New Orleans, Atlanta— where it is part rail and part water, to 
take shipments by all rail if they possibly can? — A, They try to be neutral. Take 
a line leading to Norfolk, like the Atlantic Coast Line. The Old Dominion and the 
Pennsylvania are both connections at Norfolk, as is also the Merchants and Miners’. 
There is a friendly interchange of business. 

Q. Substantially the same as on the lakes, where the trunk linos own their own 
boats?— A. Yes. 

Q. (By Mr. Ripley.) While on that subject, you might make a statement regard- 
ing the extent of this differential. Some ports have a differential between all-rail 
and water. Is that true between Norfolk and Richmond, for instance?— A. You 
mean that New York to Richmond is higher than New York to Norfolk? 

Q. No ; I mean the rate from New York to Norfolk is the same whether by water 
or by rail, whereas Richmond has a differential, and Richmond complains that she 
is not on the same basis.— A. I did not know that; bnt I should judge it is this way, 
that the Old Dominion Company has such good service from New York to Norfolk 
that it can get its share of the business at equal rates; or possibly the Pennsylvania 
Railroad, with its own line, says, “ We do not propose to give any differential, and 
we do not propose to arbitrate, and if you want to go to war go to war.” You say 
the all-rail rate is not higher than the rail-and-water? I do not know why that is. 

Q. I was so informed, and that Richmond complains that she is not put on a com- 
petitive basis with Norfolk for that reason.— A. I do not think she is entitled to the 
same rates from the East as Norfolk. It is farther inland, you know. 
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Q. (By Mr. Phillips.) Would she not bo all rail f— A. I should say by rail there 
should not be much difference between all rail from New York to Richmond, and all 
rail to Norfolk. 

Q. (By Mr. Ripley.) Coming back to the topic we were discussing before, car- 
load and less than carload lots, I would like to ask again whether in changing the 
number of carload lots you are coming into line with the policy of the official and 
western classiticatious or not?— A. Not at all. In the first place, we have not made 
many increases in the number of carload ratings. I could not say whether it is H or 
45 or 32, though I am sure it is not .50 since the committee was organized, and if in 
d«)iug that we are getting any closer to the condition of things in the western or 
the official territory it is merely a coincidence. It is not the result of any belief 
that theirs is a better system of ratings than ours, nor to increase the advantage of 
the carload shipper. If that wore our intention, or it were believed to be a better 
thing by the committee, we would have gone ahead and increased the number and 
he done with it. 

Q. The point I wish to make is this, Avhether you are getting into line with the 
official in various ways, so that at some time there may be a prospect of uniform 
treatment of shippers all over the country in respect to the distinction between car- 
load and less than carload lots?— A. It may he we are drifting closer together. I do 
not think it could he said we are getting wider .apart; but there is no systematic 
oftbi't, so far as I know, on the part of any one of the three classification committees 
to get closer together. 

Now, as I stateil, lu making our general revision some time ago wo did watch the 
official and the Western as we went along, and on light articles especially I believe 
it would be found tberc is more uniformity than 5 years ago. 1 may leave here 
to-morrow to attend a meeting of the official classification committee, a special 
meeting to consider carload minimum rates. In the letter I wrote Chairman Gill 
before I left home, I said I thought that with respect to the question of minimum 
carload rates all three classifications might bo brought into closer harmony, because 
the conditions are probably the same everywhere in the country. If 12,000 pounds 
is a proper minininm carload weight in one part of the country, then it should be a 
jiroper niiuimnm all over the country on the same article. 

Q. Will yon explain what is the basis on which you introduce a carload rate?— 
A. It simply conies up in the ordinary course of business. We have a certain article 
which is, w^e will say. fourth class. Tlie niannlactiuor or jobber, usually in the 
North or outside of the territory, says: You charge fourth class any quantity. That 
is not fair. We could increase our business down South greatly if w’o could come 
in there on lower rates on carload lots. Unless the matter has already been consid- 
ered and declined by the committee, I almost invariably tell the applicant that I 
will list the subject for our next meeting or put it on what wo cull tlie docket. The 
attention of the committee is called to the ap]»lication and we furnish any informa- 
tion we can, and the committee takes it up and cousiderM it. The committee may 
think it is not an article upon which it is proper to make a carload rating or that 
there is no necessity for it. 

Q. What determines?— A. .Judgment and experience. Wo have no rule. Itis^ust 
a business matter. The carriers may say that the article is not a carload commodity ; 
that it does not usually move in carloads, or that, even if it is a carload comuiodity, 
there is no good reason for the reduction of their revenue. Wo may not believe that 
the making of a carload rate will increase the business enough to compensate us for 
the reduction in revenue, and we decline to do it. 

Q. Just there wo might raise the question as to whether a decision upon a busi- 
ness matter of that kind ought really to be made entirely by one party to the con- 
tract ; ill other words, whether some constituted authority— we will say the Interstate 
Commerce Commission — ought not to have jurisdiction, or whether tbeshippers ought 
not to be represented in some way. The coniplamt is made by the shippers tWt 
decisions in these matters are based not on any rule but on what you call judgment; 
that these decisions are made by one party concerned without any right or power on 
the part of the other.— A. That is a pretty big question. My own idea of that is that 
the carriers ought to be allowed to make their own rates. Those rates must be rea- 
sonable in and of themselves. If the shipper does not feel that he has been fairly 
treated he ought to appeal to the courts, au<l the curriers as taxpayers ought to aid 
or assist through the medium of State commissions or through the medium of the 
Interstate Commerce Commission by paying part of the expense of that suit. That 
is as far as I go. I do not believe it is apart of the business or function of the Gov- 
ernment to fix rates. This is deep down in me. I have been with this thing for a 
good many years, and that is my deliberate opinion. The seller fixes his price. The 
seller is the carrier. If it is a yard of dry goods there is no recourse. In the case of 
a common carrier there is a recourse because of the ]ieculiar business or functions of 
the common carrier. It has been pretty well settled that the rate must be just and 
reasonable, and that the courts have authority and power to determine whether or 
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not it is just and reasonable. The shipper should not be put to the sole expense of 
having it determined for him as to whether he is hein^^ treated fairly or not. I say 
every private or corporate citi/eii (inclndiugthe railroads) ought to aid in maintain- 
ing a tribunal which would relieve the shipper of the burden and cost of having that 
ease determined for him As a citizen I am willing to chip in my share of that cost, 
bat I do not believe it ought to be in the power of the Government to fix rates. I can 
not in my own mind disassociate or clearly distinguish between the power to make 
rates and the power to make property unprofitable. 

Q. (By Mr. Phillii’.h.) Do yon believe the State has not the right to fix the rate 
of travel per mile as well as freight ratesf—A. That is my belief, that the State 
ought not to have power to lix rates for the transportation of people or articles. 

(By Mr. A. L. Hahkis.) The States do fix them?— A. They do. 

Q. (By Mr. Litchman.) Why do you take that position?— A. I do it because I 
believe that capital invested in the railroad business ought to have the sfiine free 
swing and latitude as cajiital invested in any other kind of business, except that 
the can ier ought to he made to lix its rates at fair and reasonable figures, to he 
determined by the courts if disputed. 

Q. Do you not support State control when you take that position? — A. No; I 
think there is a distinction between s.aying that the State <’an fix the rates and say- 
ing that the courts can determine whether or not the rati' is fair and reasonable. 

(^. You take into eoiisideration that the existence of the railroad as a public car- 
rier is due to special privileges?— A. I understand that. 

Q. Under the special privilege, should not the State step in to protect its people?— 

A. Does that mean fixing the rates? 

Q. Yes.— A. As Isaid, owing to the peculiar business of railroads, owingto the close 
influence that their rates of transportation may have on the making or unmaking 
of business, an<l owing to the fact that they are given certain privileges, the right 
of eminent domain, and so on— owing to all these things, they are somewhat dillerent 
from sellers of ordinary merchandise. They sell their services to the public. If you 

f o to buy an article the price is fixed by the seller. You have no recourse unless 
on can go somewhere else and buy it. 1 do not think it would he right to have 
railroad rates exactly on that basis. 

Q. But when y<tu go to the railroad to buy transportation you have nowhere else 
to go.— A. You may or you may not. I am willing to concede the diflerence between 
them and the seller of a .\urd of dry goods, from whose jirice there is no appeal. I 
concede that, because of the iliflcrence in the nature of their business, the price for 
transportation must he fair and reasonable in and of itself. I say I'urther, if the 
shipper feels he is not getting th.at kind of rate, that he is not being treated fairly 
and reasonably, he oii^^it to go to the courts and he ought not to be compelled to 
give up his business and go to the expense of employing an attorney and making a 
test on his own hook. I am willing to contribute to the maintenance of a railroad 
commission in the State or an interstate commission,. whose duty it shall be to take 
that case up and handle it for him through the courts. But I tio see a great and 
clear distinction between that .and that the State shall make the rates. 

Q. (By Mr. PuiLLirs.) Ought he not he heard before appealing to the courts? — 

A. That is another point. Suppose the carriers do say that they will make no 
important changes before consulting the other fellow. How will they go about it? 
We have shown clearly that the interest of the Merchants* Association of New York 
may not be the same as the Southern Hardware .lobbers’ Association. We would 
have to advertise that there would be a public hearing as to whether or not we 
should change the classification on certain articles. And when everybody got there 
they would not be able to agree among themselves. It is a historical tact that a 
good many years ago committees from Atl.mta and Athens and Macon and various 
other commercial centers attended a meeting of the old Southern Railway and 
Steamship Association, to urge a more favorable ailjustment of freights. Sol Haas, 
who was at that time traffic manager of the Carolina roads, said, “Gentlemen, you 
go off and agree among yourselves as to your relative adjustment; how much higher 
or lower one point shall be than another. We will adopt your figures. We will 
not reduce our rates, but if you can agree how much higher or lower one point shall 
he than another, we will accept that.^ There were delegations there from all these 
towns, and the unestioii was on rates on corn. Hour, meat, etc., from the West. 
They went off ana had a meeting, but they could not agree at all. 

This suggestion that the public ought to he called in to onr deliberations in advance 
of a change would not apply to reductions. I do not suppose anybody would object 
if we were going to reduce, and the history of rates in this country is a history of 
reductions. The only suhstautial advance that has ever been made at one time in 
the South was this cla8.silication 27, and 1 believe if we had known what was coming 
we would not have made that. There has b*‘en not only tne evidence submitted to 
the commission here, but floods of correspondence and oral hearings and all. We 
thought there was going to be some complaint, but not that there was going to be 
so much. 
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Q. (By Mr. Litchman.) How far would you strong fchen the powers of the Inter- 
state Commerce Commission in that direction f— A. I do not think it ought to go any 
further than I have stated. 

Q. Woujid you have a court of apjjeals that would expedite a decision of the cases ?— 
A. 1 think the matter is getting so enormous that there ought to be an auxiliary 
supreme court or something of that sort, some court of equal and conclusive powers 
to handle just the^e railroad questions— these dift'ereuces between the carriers and 
the public; and tliat the Interstate Commerce Commission should first review these 
cases and, as it does in many cases now, advise the complaining shipper whether 
there are any good grounds for the complaint. If it felt there were grounds justify- 
ing further procedure in the matter, it should tell the shipper, “We will handle this 
for you and call upon you at the proper time for your testimony.” 1 am willing as 
a citizen to contribute my share, whatever it may be, to the maintenance of that sort 
of a tribunal. 

Q. (Hy Mr. Phillips.) Would you have that n.-itional?— A. I would be willing to 
have it both State and interstate. 

Q. (By Mr. A. L Harris.) You would have two courts of last resort in the coun- 
try ?— A. What I mean is this, that, as a railroad traffic official, I am not willing that 
the Interstate Commerce Commission shall fix or have the final authority to fix 
all interstate rates. I would be willing that an auxiliary supreme court or some 
similar tribunal should have the jmwer to finally determine the question brought up 
as a legal (luestion by the Interstate Commerce Commission. If a man feels tuat he 
is not getting the right kind of a freight rate ho must <‘arry that question now 
through all the courts to the Supreme Court of the United States. 

Q. You would avoid the long delay in some way before the c.ise is decided?— A. 
Yes, yes; if a rate is unfair, then it ought to bo determined. If it is unfair, the ship- 
per is being unfairly treated, and that ought to be found out and corrected as soon 
as practicable, because it is possible that the shipper’s business is being destroyed 
while that is going on. Such a ease is possible. / But I am not willing to say, nor do 
1 believe it right, that the railroad commi.ssion8 in the several States or the Inter- 
state Commerce Commission ought to have the power to fix the rate on that article 
before or after a complaint. 

Q. You are aware of the 8 years that expired between the time of bringing the 
complaint before the Interstate Commerce Commission and the final settlement by 
the Supreme Court of the Chattanooga case?— A. Of the Chattanooga case? 

Q. (By Mr. Farquhar.) Do you not think, ami would not every railroad man in 
the whole country think, that there ought to be some legal measures to bring a case* 
foi fill 111 decision in the appellate court before 8 years, when the decision is as to the 
principle involved in the long and short haul clause, as it was in that Chattanooga 
and Nashville case?— A. Why, it seems to me that it ought not to take 8 years to 
decide that question. 

Q. Wouldn’t you think, considering that the case came into court properly and 
that it was 8 years before it reached the appellate jurisdiction of the United States, 
that it was a farce?— A. If a certain rate is unfair* to a man and consequently injus- 
tice is being done him, it is not right that ho should bo held up and that tbeiujustioo 
should continue in force until a constituted body like the State railroad commission 
of (rcorgia or the Interstate Commerce Commission here could get that to a final 
decision in the Supreme Court of the United States. When you ask me whether it 
is unfair or a farce that it should require 8 years to settle this or any other matter, 

I do not know. 1 do not know the causes of the delay, or if there was a delay. It 
seems to me it ought not to require 8 years. 

Q. (By Mr. A. L. Harris.) Suppose a complaint is filed before the Interstate Com- 
merce Commission, as now constituted, that a certain rate is unreasonable, and it 
takes 4 or 6 or 8 years to decide it. Would not many changes come upon freight 
rates before the case were decided? — A. Oh, they might. 

Q. And the complainant lose all interest in the matter?— A. Oh, he might. The 
road might voluntarily reduce rates below the rate asked for by the complainant 
originally. 

0. You think that there should be some more speedy action in some way? — A. It 
seems to me so; but bear in mind I couple with that the strong conviction that the 
State ought not to have the power to fix that rate per se, and I say that as a citizen 
as well as a traffic man. I have been in touch with this subject a good many years 
and I do not believe that the State ought to fix the rates. 

• Q. You do not feel that it is even practical, then, after the railroad has fixed a 
rate, for the Interstate Commerce Commission or any body like the Interstate Com- 
merce Commission to have the right of approval?— A. Well, it would have the right 
of approval in this way, that every rate is supposed to be all right. It seems to mo 
that it is understood to be all right until it is complained of. 

Q. But you would not submit it to the Interstate Commerce Commission in the 
first instance for its approval?— A. I do not think the carriers ought to bo required 
to do that by law, or ought to bo expected to do that. 
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Q. That is partly owing to the fact, is it, that rates are changing from time to time 
and the roads could not raise or lower the rates without consulting the Interstate 
Commerce Commission?— A. Why, I think the carriers ought to be allowed to go 
along in their regular business and make the rates from time to time and from day to 
day and file them with the commission. If the approval of the commission be neces- 
sary before a rate can be put in force, does not that carry necessarily witli it the 
idea that the commission makes the rate? 

It could continue to withhold approval until the rate reached a figure, higher or 
lower, that it could approve. Would not that be fixing the rate? Our country has 
gone along growing and developing ; the railroads have gone along with that growth 
and <levelopment, and it has been done in the way we are doing now, the traffic 
officials making the rates and publishing them. They ought to be required to file 
them with the commission, and they should have publicity. There ought not to be 
anything secret about them, and there ought not to be anything preferential about 
them, but they ought to be as tair as they can be made, and certainly fair as between 
people at the same place. Subject to the geueral provision that they must be just 
and reasonable, I think the country is safe to let them go along at that. 

Whereupon, at 1.08 p. m., the commission took a recess until 2 p. m. 

At 2.10 p. m. Mr. McGovern took the stand and resumed his testimony as follows: 

Q. (By Mr. Riplky.) I see on the cover of those classifications the statement ‘^sub- 
ject to change on legal notice.” Goes that mean that these changes of classification 
are made without any previous statement to that eliect to the shipper? Wo have 
had some complaint at various times from the shippers that they make contracts for 
long periods in advance, and that these changes in classification are promulgated 
sudilenly and without warning, subjecting them to considerable inconvenience and 
loss. What is your policy in that matter?— A. Legal notice simply means the notice 
reijuired by the act to regulate commerce as amended, 10 days’ public notice in case 
of advance and 3 days’ in case of reduction. Now, that is the means we have of 
advising the public of changes; we issue the cl.assification ; we give them out as 
soon as we can after the matters are acted on by tlie committee in session. In 
the case of subjects that have been taken up and acted upon on the request of a 
shipper, or anyone else, we advise him before publication, yon understand. In 
other words, there is no disposition at all to hold back this information until we are 
ready to plump it at them, as it were. I undertake to reach all (mmplaints as soon 
as I can after action upon them by the committee, and to tell the complainants what 
we have done. I wrote letters just before 1 left home advising of an advance we are 
going to make tlie first of next July on the dry goods question. 

Q. You are speaking now of advances which are to occur next July?— A, One 
advance is to occur next July. 

Q. Are you going to make any change, <tr have you considered any change in the 
dry goods classification with special reforenci* to cotton piece goods?— A. That is the 
very thing I was talking about. 

Q. Will you explain the situation in that respect?— A. Our present classification 
shows a long list of articles here under the head of dry goods, which we term the cob- 
ton-factory products, baiikbands, calicoes, camlirics, canton llannels, etc., etc. Now, 
the dry goods people say that this list has outlived its usefulness. It may have been 
all right when we began specifying those things, but that the whole nature and char- 
acter of the dry goods business has changed since then. They no longer sell an 
article as calico; it has some fancy name, some French name. The word calico is 
hardly ever used, and they asked ns to change the wording of the classifii atiou some- 
what inline with the official, which simply says, “cotton goods in the piece.” Now, 
we have agreed to do that. The wording is not exactly the same as ours. We make 
it “cotton fabrics in the original piece,” “made wholly of cotton,” and so on. In 
doing that the committee decided that a little later on, the first of July, they would 
increase the rating from fifth class to fourth class. 8o the shippers will have plenty 
of notice of that. We don’t try to withhold any information from the public as to 
what has been done, but that pointing o the classification is the means we adopt 
for the general publication of it. 

Q. And wherever possible, as in this case, you give notice 2 or 3 months in advance, 
so that shippers may accommodate their contracts?— A. No; not 2 or 3 mouths. 
Uually it is just from the time the letter is written until we can get out our next 
publication. 

Q. You recognize, do you not, that many contracts between merchants are made,* 
necessarily, a number of months in advance, and that a change introduced in the 
freight rate may cause confusion where sales are on close margin — as, for instance, 
in cotton piece goods?— A. 1 recognize that, and that particular custom seems to be 
growing, but it does not disturb that ranch when we reduce. We make more rodiio- 
tions than advances. I really don’t see how, in the making of a particular classifica- 
tion, we can accommodate it to all those trade conditions. If 10 days is not enough 
legal notice in the case of an advance, then make it 20 days; if 3 days is not enough 
for reductions, then make it 15 days, or 10 days; but when you und^jjfake to say that 
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the makers of the rates, whether the railroads or any other rate*inaking body or 
authority, must try to accommodate themselves to all of those trade conditions, why, 
then, it means that there could hardly be any change at all. Now, about the largest 
dry-goods jobber in Atlanta, Mr. Dougherty, of the firm of John Silvey & Co., hap- 
pened to come up with me on his way to New York City to make his next-fall pur- 
chases. At this time, when people are Just commencing to wear their light clothing 
for the warm months, he is on his way to New York to make his fall purchases. He 
said that the postdating of bills was bad^ and they are trying to get an agreement 
between jobbers all over the country to discontinue it. That started, probably, by 
the dating of bills 15 days ahead, or 10 days ahead— just lar enough ahead to get 
the goods there; now it has gone into months. I do not see how we could accom- 
modate a thing like freight classification or freight rates to every trade condition. 

Another instance : Leggett A. Co., of New York, have explained to us that they 
bought their canned goods almost a >ear ahead, and they urged that in putting 
canned goods up from fourth class in less than carloads up to third class in less than 
carloads we had disarranged their business The reverse is true in most cases. We 
have made more reductions than advances since Publication No. 27. Of course there 
is no complaint, then, even if it goes into effect right away. 

Q. Are you in position to show us specifically, or insert in the testimony specific- 
ally, the list of the items on which advances and reductions have taken place? You 
have made the statement that on a number of items more reductions than advances 
have been made. We hear complaint from many quarters that while the number of 
reductions may be greater than the mimher of advances, that the items so changed 
are such as to yield an increased revenue to the roads?— A. Oh, I think that must be 
incorrect. It can hardly be possible to say that we have picked out two or three 
little unimportant articles .and made reductions on them, and that we get it all back 
by putting up the rating on important articles. It is simply incorrect and untrue 
in every sense. Absolutely, that is not true. No. 27 contained general advances. 
We have now started with that, and w'o are making four reiluctions or more where 
we make one advance. I know, from just my general knowledge of the m.itter, that 
since the issiui of No. 27 we have made four reductions to one advance. 

Q. (Hy Mr. Claukk.) Is it a fact that when you have made reductions yon have 
generally increased the revenue of the roads?— A. I can not say that th.it is a fact; 
hut we do often make reductions because we believe it will increase the business an 
amount sufficient to compensate us for the scaling of the rating. 

(^. Is not that the general exiierience of railroad companies?— A. It is the general 
exi)erience that when they make reductions they believe it will increase business, 
that it will inure to the benefit of the company. 

Q. Now, I would like to inquire what is the occasion for the advance on cotton 
piece goods that you propose to make the 1st of July?- A. I am glad you asked that. 
Under our present classification the fifth-class rating applies only on certain speci- 
fied articles; they are clearly designated, 'fbat low classification was originally 
intended to cover only the artich s made by fhe Southern mills 15 or 20 years ago, 
when they first began the mauufactnro of cotton fabrics in the South, and in fact oven 
loss was charged then than now. The articles consisted of rough slieetings, domestics, 
and all those coarser, cheaper faljrics and yarns, and the Southern carriers put them 
first on the sixth-class basis, so as to enable those mills to get on their feet. It was a 
species of protection hy means of a freight tariff or clas.sification. They were after- 
wards raised to the fifth class. That list has been increased from time to time, until It 
includes many more articles than it did at first, hecauso there arc many more differ- 
ent kinds of these cotton goods made in the Southern States than there used to bo, but 
it does not include a lot of other goods; for instance, it does not include corduroys. 
Within the last few day si have hail a letter from a New York bouse about corduroys. 
He insists the cheap corduroys ought to take the fifth-class rate, bocanso they are not 
worth more than some of the things we have in this list. Well, now, when we 
changed the wording so as to read “cotton fabrics in the original piece,” it evidently 
let in corduroys, upon which we are supjiosed to bo getting first class to-day. In 
other words, we nut in under the reduced basis a whole lot of fabrics not in there 
before; and we think that in changing the classification so as to meet the trade 
demands as to phraseology we are fully justified in putting the rating up, after a 
little further notice, to fourth class. My own opinion is that it ought to be third; 
I told some of our members at a recent meeting that I believed it ought to be third. 
It is third in official territory, and when you take the character of the business, the 
weight and value of these cotton goods, I do not see why it ought not to be third. 

(Hy Mr. Ripley.) Re.specting the amount of these advances resulting from sev- 
eral classifications, one of the shippers recently looked up a rate upon axes, and the 
figures which he gave as illustrative of the changes during the last few years— from 
about 1896 to the present— were as follows : 

From Louisville, Ky., to Atlanta, Ga., the rate on axes about 5 years ago was 68 
cents in less than carload lots. It now a]>pear8 to be 81 cents. The rate from Louis- 
ville, Ky., to Jacksonville, Fla., on loss than carload lots, 5 years ago, was 40 cents; 
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H now Bppmrs to be 50 cento. The rate from Loaisrille to Bimingbm, Alt., wm 
formerly 47 cents; it now appears to be 58 cents. The rate iFOUl New YorK to 
Atlanta on leas than carload lota was formerly 73 cents, and is now 86 cents, liioae 
rates show a very substantial increase during the last 4 or 5 years, and I want to ask 
you whether those, f(»r any particular reiisou, would seem to he abnormal, or whether 
changes corresponding in amount to these have been introduced all along the Hue. 
In other words, by reason of the introduction of these several classifications have 
the rates been advanced, roughly speaking, 5 per cent, 10 per cent, or, as in some of 
these oases, 15 or more per cent?— A. I see. Now, with the exception ofJacksonville, 
Fla., to which point I think those are commodity rates— those are class rates. With 
the exception, then, of Jacksonville, all of that has grown out of the change from 
fourth class to third class,, and you needn't go hack several years. That was one of 
the advances we made in No. 27, classification No. 27. e now have it third class. 
Those figures you name there except as to Jacksonville are former ratesfor fourth class, 
and the advanced rates are third-class rates. Now, that was advanced from fourth 
class to third class, and I think that would he a fair average of all advances we have 
made. There has been no horizontal advance or anything like it. We advanced 
aqua ammonia in bottles, I remember, from fourth class up to first class. We did 
it because, as explained in this letter to Captain Meinnis, we maile all druggists' 
articles in boxes first class, and for the additional reason that the other two classifi- 
cations had it first class, us I remember, an<l for the still further reason that we did 
not see why it should he down on the fourth-class basis as it is used only as a toilet 
article. We thought it was an article that could he fairly put up a little hit higher. 
But on the whole I should s.ay that the advances shown on that statement as to axes 
will represent a fair average on all articles which we advanced. 

Q. The advance of, say, the 15 per cent?— A. Yes; I think that would be fair. It 
might ho 14, it might he 12, it might he 19, hut I will assume that is a fair average. 

O, (By Mr. Litchman.) To the superlieial observer, does not that justify the claim 
that has been made that you had advanced the rates by changing the classification ? — 
A. Why, of course, we advanced the rates when we advanced the classification. 
Certainly no traffic official or witness has ever denied that. 

Q. Now, the claim made before thi.s commission is that that is a method of chang- 
ing rates, and that it is unjust to the shipper.— A. Well, when we advance the classi- 
fication we certainly advance the rates. 

Q. (By Mr. Ripley.) You diil it with that end in view, of course?— A. Partly. I 
have stated in this letter to Colonel MeInnis that there would have been, and ought to 
have been, a general revision of the Southern classification regardless of trade con- 
ditions at that time. There were two objects. One was to overhaul it and improve 
it, and the second was to get more revenue. We did not make any attempt to deny 
that we were for more revenue, but that wo were after both objects. 

Q. I would like to, if possible, bring out the basis on which you make such 
changes, where you advance from one class to another. Do you ever compute or 
have in mind the direct increase in revenue which will result, or do you look solely 
to the commercial conditions which prevail in re.spect to that commodity ?— A. We 
do both. We try to consider everything, every fact, every circumstance surround- 
ing that particular question. Our committee adjusts that matter precisely as this 
committee would do if called upon to state what the rating ought to be on any arti- 
cle, say, candles in boxes. You would want as full inlormation as you could get; or 
if you had already fixed it and were .asked to reduce it you would want all the light 
you could get. The principal duty of the chairman of the classification committee 
IS to get that light. In the old manner of handling it, they did not have anyone 
whose duty it was to get that information. We take an article, consider the weight, 
the specific gravity, and all that sort of thing; and the value of it. Then perhaps 
further facts are presented to show that local factories are springing up in the South, 
etc. There is nothing exact in it. If there were, we would all find it easy. We 
take a thing and measure it and weigh it, and compute its risk to begin with. 

Q. The cost of transacting the business is in a very small degree the basis of your 
charge? — A. Of course we always have that in mind, especially with respect to heavy 
articles; but wo do not figure what the cost of transportation would be. We can 
not do that. 

Q. You have some letters there illustrative of the way in which you handle some 
of these questions. Perhaps one or two of those might be of interest, without tak- 
ing very much time.— A. I brought along a few— I will leave them all with the com- 
mission— a few of what we call docket advices. I will read one. (Reading :) 
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[Docket No. 1291.] 

Southern Classification Committee, 

Atlanta, Ga., April 9, 1901. 

Hair, for plastering. (Previous No. 1012. File 831.) 

Listed upon request of Mr. W. T. Tilden, No. 250 North Front street, Philadel- 
pliiii, Pa. 

The present classifloatiou on plastering hair is as follows : 


Hair, viz: Class. 

Plastering, pressed in hales, or in paper sacks, compressed in bundles, L. C. L . 3 
Same, C.L 4 

Official: L-C.L. C.L. 

Hair, n. o. a., in paper sacks, compressed in bundles 2 

Hair, n. o. s., in compressed bales 3 

Hair, as described above, min. vrt. 20,000 lbs 5 

Western: 

Goats’, hogs’, and plastering hair— 

In paper sacks, machine compressed, in solid bundles 3 \5 

In sacks 1 *5 

Pressed in bales 3 *5 


The re(|U 08 t is that the minimum carload weight bo reduced to 20,000 lbs., on 
the grounds that that minimum is accepted in Eastern territory and that an ordinary 
car will not load to the required minimum. 

Respectfully submitted. 

P. J. McGoveun, Chairman. 

Now, that was not reached at the last meeting. We did not complete the docket, 
or I could tell you what they decided to do. What I think they ought to do is to 
grant the request. I think that the minimum on that plastering hair ought not to 
he more than 20,000 pounds. I will see if I have another one. 

The witness submitted Docket No. 1295: 


[Docket No. 1295.J 

Southern Classification Committee, 

Atlanta, Ga., April 9, 1001. 

Butter and cheese in common and refrigerator cars. (Previous Nos. 3.W, 501, and 561, 
File 324.) 

The Armour Packing Company, of Kansas City, Mo., has written several of the 
members, and also the chairman, urging a reconsideration of butteriue. 

Prior to the issue of Classification No. 26, the rating on butter was as follows: 

Butter (in common and refrigerator cars), viz: Lla.ss. 

In cans, boxed or crated 3 

In cans, n. o. s 2 

In kegs, firkins, buckets, pails, and tubs 3 

Classification No. 26: 

Butter, viz— 

In cans, boxed or crated, kegs, firkins, buckets, pails, or tubs, in com- 
mon cars H 

Same, in refrigerator cars, carrier’s option 1 

Classification No. 27 ; 

Butter, viz : In cans, boxed or crated, or in kegs, firkins, buckets, pails, or 
tubs 1 

The chairman understands that the Armour Packing Company request that the 
ratings shown in Classification No. 25, and as quoted above, be restored. 
Respectfully submitted. 

P. J. McGovern, Chairman. 

That butter ine question has a history all by itself. We advanced that further 
back, independent of that general advance, because we had it so low that, when we 
did the icing on mixed lots, it cost the carriers sometimes more than the entire 


* Min, C. L. weight 20,000 lbs. 


16a 43 
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revenue. Mixed iota of cheeae and dairy products were carried so very cheaply down 
through Louisville to Atlanta and that country that some of the lines— and (38pecially 
those which carried for way points, so that there was very little left in the car for the 
long distances— paid more out for ice than the gross revenues on the shipment ; there- 
fore, we put the rate up. Thi; Armour Packing Company asked that we restore that 
old classification, because they said that their butteriue is shipped in with mixed 
packing-house products, and that they pay their own icing. (Reading last para- 
graph of Docket No. 1295:) 

^‘The chairman understands that the Armour Packing Company request that the 
ratings shown in Classification No. 25, and as (piotod above, be restored.’' 

Well, now, that was denied. If all butter and biitterine were shipped in or with 
solid carloads and the shipper paid for the icing, we could probably iilford to do it, 
but we can not make a lower rating on that than we do on the butter business gen- 
erally shipped in small lots. So the committee denied the application. 

Q. Have you ever had an appeal to the courts in respect to your classification of 
any particular product, or to the Interstate Commeice Commission?— A. I do not 
recall any compl.iints since the committee w.-is organized. The Merchants’ Associa- 
tion of New York, 1 understood, was going to file a complaint with the Interstate 
Commerce Commission; whether general or spocilic 1 do not know. I have not 
heard anything further about it. I do not recall anything done by the committee 
which has been made tlie basis of a complaint to the Interstate Commerce Commission. 

Q. Another topic that I would like to have you speak upon, if you will, is that of 
underbilling and the degree to which the railroads might possibly be protected 
against underbilling by the action of some governmental agency, through the Inter- 
state Commerce Commission, through inspectors, or some other way. Will you 
describe the situation as far as iindei billing is concerned?— A. I am glad you asked 
that question. This matter of underbilling, by which we mean either underrejiort- 
ing of weights or false description of goods for the purpose of getting a reiliiced 
rate, is one of the most troublesome things that the transportation lines have to 
contend with to day. It is not only because they lose rovcime by this undorbilling. 
That is probably not the moat serious feature of it. It either prevents the honest 
shipper from doing business or drives him into underbilliug himself. That is the 
very worst feature of it, 

Q. Will you give us some examples?— A. Well, 1 do not want to mention any 
names. I do not want to name any firm. I have a particular individual or lirm 
in mind, and this kind of test was recently made. The shijimonts of a large job- 
bing concern in one of the Southern cities by a single line of railroad from that 
point in one day were weighed and carefully inspected, and yvere found to be under- 
nilled some $11. Thinking pi'Vhaps that it was an exceptional case, th(3 ]»artie8 mak- 
ing the investigation waited a week or 10 days, or some longiu' time, and made another 
somewhat similar investigation, and found the uaderbillmgto bo $17 that day. Now, 
there are several lines at that point, and the conclusion then reached was that that 
particular house was probably uudcrbilling$.50 a day. Whether they got the beuetit 
of it or simply gave it to their customers, we have no means of knowing. If they 
sold the goods delivered, they took the benefit of it theniHelves; if they sold f. o. b., 
of course the customer would get the benefit of it. But the very worst feature of 
that particular thing is that there is another house in the same city and in the same 
line of business that, I believe, does not underbill, or certainly does not want to 
underbill, I maintain that it is the busincs.s of the carriers, no matter what it may 
cost them, to stop the underbilling by the concern that does undeibill, and there- 
fore remove the temptation from the other concern that does not want to do it, 

Q. This same underbilliug may take place by what we might call underclassitica- 
tion, may it not?— A. I meant by underbilliug the underbilliug of weights and mis- 
description of the goods to get lower than the published and legal tariff rate. 

Q. Did you not state to me that they went to the extreme at one time of shipping 
matches and gunpoyvder in the same package?— A. I do not remember that. T 
remember stating that we found a case where whisky was billed as molasses. If I 
had the time to show you all the ingenious ways in which this thing is attempted, 
how brazen some of them are, the commission would probably be astonished. 
Whisky wbj billed as molasses. Vinegar was billed as molasses. 

Q. (By Mr, Phillips.) Well, vinegar billed as molasses would be cheaper than 
molasses, would it not?— A. The rates in that country on molasses are lower. When- 
ever the rate on one article is no lower than on the other article, there will be no 
false classification. 

Q. Could you name some other matters along that line— some further illustrations 
of underbilling f— A. I could mention some apparently systematic underbilling. 
Why, it is coming up every day, and more frequently— all sorts of false descriptions. 

Q. Explosives?— A. I don’t remember anything so desperate as that. They will 
take a part lot of machinery that has a fly whem in segments and try to get that 
shipped separately on a different car as rough castings. There are thousands of 
deyices. 
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Q. Do the railroads ever have part in that in order to give cheaper rate of freight ?— 
A. Undoubtedly. There is no doubt in the world that many soliciting agents have 
put the shippers up to it. A man came to me a year ago— -a manufacturer of overalls 
and hickory shirts in Atlanta—and showed me a letter from Rice, Stix A Co,, of St. 
Louis, complaining that the rate had recently been put up. Well, the fact was that 
he had been billing as cotton- factory products, and some inspector had discovered 
it. He said: ‘‘I do not remember who it was, but some fellow told me to bill my 
goods as cotton-factory products.” I did not try to pump him about it. I did not care, 
ft was none of my business, but I advised him what to do and wrote him a letter. I 
said: “Icouldlendyoiiencouragementandsaythattliomatterwill betaken upat the 
next meeting, and you would go home satisfied that something was going to be done ; 
but I will not do that, because I know they won’t reduce the classification. What 
you want to do is to go to the rate makers and get rates from Atlanta to Ohio Itivcr 
points and St. Louis, etc., on your goodsas a commodity ; and Ix'cause you can show 
that you compete with Baltimore that you are entitled to low rates out iu that 
country,” Whether he did it or not, I do not recollect. As to what percentage of 
the total underbilling is either instigated or connived at Ity the railroads it would 
be the merest guess in the world, but 1 am satisfied that it is a very small per cent 
of the total. 

Q. Would it not be criminal where the railro.ads have connived Aviih themf — A. 
It would. 

Q. It would be a violation of the law iu discrimination, would it notf— A. Ves; 
the worst kind— morally bad as well as legally bad. 

Q. You believe that obtains quite largely in your section!— A. I think it is a small 
percentage of the total underbilling. I say 1 have not the slightest doul)t that iu 
many oases it is started in that way. The soliciting agent is greedy for business, 
you know, and tells his customer how to go about the matter; to bill his goods as 
cotton- factory sweepings or bill it as something else. Hut I am sure that is the 
cause of a very small perceutage of the total underbilliug. 

Q. (By Mr, Ripley.) And yet the percentage of all shipments which are under- 
billed is considerable?— A. It is considerable. 1 seem to see more of it all the time. 
Now, whether it is a greater jiercentage of the total volume of business than it was 
10 years ago I do not know. The business is larger, and it may be, that there is not 
any greater precentage of undorbilling, but it seems to me there is. 

Q. Are the agencies, suidi as your committee, protecting the roa<ls or acting iu any 
way to prevent this!— A. Our committee has no machinery for that at all, but the 
traffic associations have. An effort is under way now to extend that work A^ery much 
iu the Southern territory. 

Q. (By Mr. Phillips.) Well, do the traffic association take measures to prevent 
this, do you think?— A. Ves. 

Q, You think they are working for that, do you ?— A. Yes ; they have some agents, 
but they have not enough. 

Q. (By Mr. Ripley.) Would it be possible iu the nature of things for any single 
road to be rigorous in its policy of making inspectnui and of enforcing a particular 
classification rate from a general agency ?— A. It shouhl bo from a general or joint 
agency. 

Q. Do you see any advantage iu having the enforcement of that classification to 
some degree intrusted to a body like the Interstate (Commerce (.'ommission! — A. I 
do not. 

Q. Do you think the railroads are perfectly competent to take caie of that them- 
selves? — A. I do, if they want to ; yes. I go further ; I say if they want to do it they 
can do it, and if they do not want to do it either the Interstate (’omuierce Commis- 
sion or any other tribunal would have trouble in attempting it. They Avould have 
all sorts of obstacles. The record books would be iu the press, and a thousand excuses 
would be given. Now, if the roads want to do it- and I think they ought to do it in 
protection to the honest shipper — they can <lo it, and they are doing it to a greater 
extent in the North and East than we are. 

Q. (By Mr. Phillips.) Have you any legislation to suggest along that line to 
prohibit that?— A. To prohibit undorbilling? 

Q. Yes.— A. I think the present legislation is adeiiuate, but it seems hard to con- 
vict; at least convictions are very few. The penalty is all right now for under- 
billing. Maybe it is too heavy, and if made lighter there would be more convictions. 
There ought not to be any imprisonment. I think the tine is enough. There is a 
fine and imprisonment now. I think the imprisonment feature ought to be repealed. 
It is more difficult to get a railroad agent or a shipper up to the scratch of testifying 
against the other fellow when the penalty is a term in the penitentiary than it would 
be if the penalty were a thousand dollars or five hundred dollars fine. I think the 
imprisonment feature might be profitably omitted. 

Q. Do you think a fine would be snfiicient to prohibit?— A. I think it would in a 
great many oases. 
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Q. Would you make that fine cumulative?— A. I would if it could be ehown that 
it was deliberate. I would not stop at one prosecution. If a fellow had been under* 
])illinff vinegar every day, from one to live dollars a day, he ought to pay more than 
the follow who did it only once. The presumption would be that ho did it delib- 
oratoly, and ho ouglit to be made to jiay for his wrongdoing. But apart from the 
question as to whether the law provides adequate penalties, or whether it is prac- 
ticable to enforce a Juav in that respect, it is the moral duty of the carriers, regard- 
less of expense, to see that this thing is stopped, if only to protect the shipper who 
does not resort to ii. It is one of the greatest abuses to day in the whole traffic 
field, in my judgment. 

Q. (By Mr. Piiii.Lirs.) Are not the companies who own their own cars using them 
for discriminating purposes also?— A. Shippers who use their own cars? 

Q. Yes.— A. You refer to the mileage question, now? 

Q. Yes. — A. It has been done. You mean that private companies carry their own 
goods in their own cars and leceive a greater mileage than allowed others? 

{). ^'es; lower rates. —A. Yes; tJiat is correct. It i.s done, as I understand it, by 
allowing them a greater rate p<*r mile for wheelage than is paid others, and which is 
usually three-quarters of a cent jier mile per car. I have heard of cases where they 
paid 1 cent, and often more, jier mile to the owner of that car. 

Q. (By Mr. Fakqiiiiar.) Do you reganl the giving of commodity rates as a dis- 
crimination on the p.art of the roads in favor of shippers?— A. Not at all. 

Q. Are commodity rates a favor to the road ora favor to the shipper? — A, If a 
commodity rate is made by a earner it is supposed to bo an advantage to both. 
It enables the shipper to move his business and enables the carrier to obtain new 
traffic at a profitable rate. 

Q. What is your pidicy in respei t to giving commodity rates instead of putting it 
into classes?— A. Well, in most cases the commodity rate governs only where the 
business is to move. 1 f > on reduce the classification you reduce it all over the terri- 
tory. Now, I gave an iilusi ration of that few moments ago. There is a mau at 
Atlanta manufacturing these cheap overalls a, 1 shirtings. He wants to sliii) to St. 
Louis. 1 told him it was useless to ask the classification committee to reduce the 
classification on tho.se things to filth cla.ss; that ho did not need it; that he did not 
want to have them reduced unnecessarily. I asked him if he had any trouble shi])- 
ping to Birmingham? He said: “No, sir; no trouble in shipping to Birmingham or 
to Chattanooga. The only trouble is to get out to St. Louis and the other territory 
and up there where I come in competition with Baltimore.'' I went on to tell him how 
to get it to the attention of the traffic association and then wrote him a letter confirm- 
ing that. Now, if it were a <iuestion lietween that man's not doing business at St. 
Louis and our reducing our rates all over the Southern territory on overalls and 
shirts, Avo would be obliged to say: “You can not do that business; it will cost us 
too much to enable you to do that business.’' 

Q, Why should you take care of his business in St. Louis? — A. I do not think it 
was wrong. On the contrary, it was right for the roads to help him to go to St. 
Louis, because the roads an* in business and he is in business, and they help each 
other and it becomes a partnership. I have got a pair of overalls hero that 1 have 
to laud in St. Louis at a certain price, and in order to do that 1 will put my price 
down and you mn.st put your rate doAvn. It seems to me it is a fair, sensible busi- 
ness proposition. 

Q. Well, if you take up overalls, how many other articles will you lake up and 
make commodity rates on? — A. The rate-making people are taking up and extend- 
ing the rates all the time. 

Q. So your policy of classes A\'ill amount to a very little if you go on?— A. It 
amounts to a great deal, 

Q. Through commodity rates you can encourage the road there to give commodity 
rates when they can not take regular class rates?— A. It does not encourage the 
roads to give commodity rate.s. I <lo not know that I clearly understand you. 

Here is an article tliat is first class in the classification. If it were reduced to 
fifth class that would reduce it all over the South on every line, regardless of dis- 
tance, regardless of origin or destination. I say to a manufacturer that it is useless 
to ask the classification committee to do it, but that there is no reason, it seems to 
me, Avhy he ought not to have a rate to St, Louis which will correspond to the rate 
that his competitors have, and that in order to accomplish that he must go to the 
traffic associations, and I tell him how to go about it. Now, I can not see tnat that 
was not a perfectly sensible proposition from both sides. 

Q. In other Avords, he was a pet patroo, and all the rest had to take the classifica- 
tion you gave them?— A, Not at all; no pet. It was no more than I would do for 
any other manufacturer, 

Q. Why, the railroad im mediately interfered there in the Baltimore trade? — A. 
Yes. The Baltimore fellow did not like it, and the line running from Baltimore to 
St. Louis probably did not like it. 
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Q. No other manufacturing mau iu Atlanta theiv. got tlio advantage this man did 
to got the goods out to market?— A. Yes, 

Q. Commodity rate ? — A. Yes. We do it for the furniture people, hag manufac- 
turers, paper-box makers. It is the policy of the Southern roads to do that, and, I 
may state, the policy of the Western roads and the Northern roads. When they 
reach out beyond their own territory to compete with other shipping points they 
put down the rates or make commodity rates. 

Q. It has been the general policy of the Southern roads to give commodity rates?— 
A. No, sir; I can not say that. What I would say is it has been the policy of the 
Southern roads to make commodity rates for Southern manufacturers, to enable 
them to roach out for trade, but not to reduce the classilication of freight within the 
territory, because it is unnecessary. 

Q. (By Mr. Ripley.) Do I understand that by the reduction of commodity rates all 
persons got that same rate, but that the reduction of the commodity is made by each 
railroad independently ?— A. No; the commodity rate shows exactly between what 
points it governs. That is what wo mean by a commodity rate. 

Q. In other words, all manufacturers of that commodity in Atlanta get the same 
advantange iu reaching St. Louis? — A. Precisely. 

Q. Without discrimination?— A. And, further than that, if there were similar 
manufacturers of the same goods in Birminghaui, Montgomery, Macon, or Augusta, 
or any other point down there, we would give them a corresponding reduction. 

Q. (By Mr. Farquhah.) Is not that a discrimination?— A. That is a discrimination 
in their favor, but not an unjust discrimination. I claim that is a sensible business- 
like discrimination, and that is just how the business of the country has been built 
up. Unless it can bo shown that the purpose was directly to give that man an 
advantage over somebody else in his neighborhood or in his territory, I can not see 
anything wrong about that. That has made our .Southern iron business. We make 
lower rates northbound on pig iron than on manufactured iron articles coming into 
that territory. 

Q. I believe you said the reason you raised the iron and steel tariff there was 
because the railroads, in their equipment and otherwise, had to use iron and steel, 
and a higher price made a higher rate?- A. Yes. 

Q. How long did that measure of recoupment hold on the roads ?— A, It is in effect 
yet. 

Q. Now?— A. Yes. And that brings up another feature of that iron matter. The 
Old Dominion Works at Richmond had some corresjxmdeuc-e with me aboutthat iron 
and steel list, and I told Mr. Clark, who is president, I think, or wrote him, that it 
might be that a little later on we wouhl have to revise that list again. Things 
might settle down; we might have to put the ratings back, but we did not think the 
time had come yet. We can not tell what the comlitions may bo a year from now. 
We may have the ratings on iron 12 months hence lower than when wo started. 

Q. (By Mr. Clarke.) Are these commodity rato'^ mostly remunerative to the 
roads?— A. They are believed to be. I do not believe that any general ireight agent 
or any traffic manager has ever yet made a rate 1ow<t than he believed it would cost 
him to haul the business. 

Q. That being the case could not the roads afford to reduce all their rates to sub- 
stantially the basis of the commodity rates? — A. Not at all. I have just said on this 
question of overalls that we would tell the manufaefurer in Atlanta that if it were a 
question between our having to reduce the whole classification all over this territory 
to the fifth-class basis, and saying to him that ho shoiild not ship to 8t. Louis, we 
would he obliged to say to liim that he should not ship to 8t. Louis. Now, it seems 
to mo that answers that (piostion. Wo can not afford to reduce it all down to the 
commodity rate basis, hut wo can afford to haul it at a much lower rate to 8t. Louis 
than we are hauling it for, and still make some profit on it, if it enables the manufac- 
terer to do business. It seems to me that it is precisely like a man's stock of goods. 
He will sell some of it at 5 per cent profit, and some at 10, and on some he is obliged 
to make 40 or 50. 

Q. (By Mr. Farquhau.) That is honest. — A. That is the whole traffic question right 
there. 

Q. (By Mr. Clarke.) If you had only commodity rates then, you would hardly be 
able to do business? — A. If we reduced all the rates down to the lowest rate basis, 
commodity rate basis, we would go into bankruptcy. 

Q. Then the commodity rates are remunerative only as an exception to the rule? — 
A. They are remunerative as additional business— for increased traffic. 

Q. Do you have any other shipmeut contracts with any steamship companies?— 
A. You mean for the Southern railways. 

Q. Yes.— A. They have their traffic arrangements for dividing the rates on per- 
entages. You mean coastwise steamship companies? 

Q. No.— A. Oh, I do not know of any contracts with transoceanic lines. There 
may be; I do not know anything about that. 
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Q. (By Mr. Fa.kquhar.) Ih it a fact that the great Southern manufacturers and 
producers of iron aud stee l and coal there got their start from discriminating rates, 
commodity rates!— A. They got their start from onr joining with them in meeting 
the competition outside of their territory, but we did not reduce the rates corre- 
spondingly on all the iron products coining into the territory. To illustrate: The 
Peninsular Stove Works at Detroit wants a lot of pig iron, and they say they are 
going to get it where it suits them best. The furnaces of Birmingham have to enter 
into competition with the Mahoning Valley furnaces and the Pennsylvania furnaces, 
an<l in order to enable them to do tliat the Southern roads make them a rate as low 
as .$1.50 a ton from Birmingham to the Ohio Itiver, but not less than what it costs, 
them to handle it. They still think they made a little profit. The pig iron is made 
up into stoves and shipped back to Anniston or Birmingham. If it came to a ques- 
tion of hauling all iron in that territory on the pig-iron basis, or telling the pig-iron 
furnaces to close up, they would have to say, ‘'Uentlemon, you will nave to shut 
down your furnaces. \V(^ are not going with our eyes wide open into bankruptcy, 
and that is what this would mean.’’ There is one feature in this whole thing that it 
seems to me we always ought to keep before us. The making of a competitive freight 
rate, mind I say competitive, is subject to precisely the same conditions as the price 
of the thing unshipiicd. You meet competition if you have to, and the maker and 
the carrier jidn lu a partnership, and both are helped, and nobody is hurt, except 
the man who would have doiu^ business from some other jioint of shipment, possibly. 
The shijiper is not hurt, the carrier is not hurt, the user or consumer is not hurt, aud 
that is the plan on which the iutcrual commerce of this country has been developed. 

i}. (By Mr. Rii'Lmv.) Is it not true that there has been a very great increase in the 
number of those commodity rates in recent years? — A. 'fhey are ou the increase. 
Your mean in our territory! 

Q. In your terriloiy. — A. They are ou the increase. 

(J. Quite rapidly !— A. They are increasing right along, and usually the increase 
is on some new article of manufactiire. I’liere is a concern in Atlanta just starting in 
the manufacture of rugs. How in the world they do it, I don’t know. They bring 
the wool from Philadelphia, and make it into rugs, and then they ship them out West. 
The secretary of that concern talked with me, and he probably has asked fora line of 
commodity rates on his products tiom Atlanta, not to ])oint8 right around there, but 
to points out West whore ho was reaching out into that territory. 

Q. You spoke sometime ago of the rates upon pig iron as compared with manu- 
factured products. Do I understand you to say at the present time that the rate on 
pig is lower than tbe manufactured iron !— A. What 1 meant was this: That we make 
lower rates on pig iron, and Ittrthat matter, on other products of iron from all points 
in the South to points outside of that territory than we do on all iron products 
coming into tlie territor\. For the i-ast-iroii pipe people at Bessemer and Anniston, 
we malce rates on their jiipe out to Ohio and all that Western country, and East, at 
about the same rate as ]»ig iron. 

Q. (By Mr, Ke.nnkdy.) You can not make it lower outside of your classification 
boundaries can you!— A. As far as w’e reach. We make them through to Now York 
and Boston, and to the Ohio Hivi r when going to the Western territory. 

Q. (By Mr. Ripley.) However, there hav^e been times when the rates on pig iron 
was higher than the rate on manufactured non? — A. Yes; that was true once, and 
it came about in this way. There was a time some years ago when they made the 
cast-iron pipe rates from the Binniiigham district to the Ohio River the same per 
100 pounds as pig iron. You see that made it read less per ton because cast-iron 
pipe is 2,000 pounds and pig is 2,268 pounds per ton. 

Q. Right there, in that same connection, is it not true at the present time that the 
rates on cotton mauulactures ai <' lower 1 han the rates ou raw cotton ? — A. Yes : in some 
cases they are. They are higher and lower. The rates are not made with relation to 
each other, but it is a fact that Iho cotton rates from the South are in some cases 
higher than the i tes on the factory products. As 1 say, they are not made with 
relation to each other; they are made on a different basis. 

Q. Woiihl it not seem to introduce an element of injustice between Northern and 
Southern mills if the Northern mills have to pay more on their raw material than 
you charge on their manufactured product! — A, Oh, in a general way, yes. I would 
say that the raw material ought not to be higher if it would cut any figure. I do 
not believe it cuts much figure, and, in a general way, I would say that the rate on 
raw cotton ought not to be higher than on the same thing when its value is increased 
by the application of skill, or liy manufacture. 

Q. Now, is there anything in the nature of the railroad business itself which would 
tend to lead the earners to bring into line the raw product and the manufactured 
product for the protection of the New England competitor?— A. If it had amounted 
to anything, it would have come up before this. Now. the New England manufac- 
turers have not rai.sed the {loint, and if the} did raise it and ur^e it, I do not know 
whether we would reduce cotton rates or put up the other thing; but it doesmot 
seem to have afl’ceted the business one way or the other. I do not know that there is 
any necessity to reduce those cotton rates. 
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Q. I found iiuite a little complaint at Richmond of the difficulty introduced into 
husiness by reason of the fact that all their i>roduct8 coming in from the West to be 
8hip])ed into the Carolina territory came into Richmond on the official and then 
went south on the Southern, whereas the Western manufacturer who ships directly 
into the South ships on the Soutliern classification all the way ?— A. That is right. 

Q, Can you suggest any way of obviating that difficulty by the extension of the 
uniform classification, or anything of that kind?— A. Well, it does not grow otit of 
that trouble. The complaint would exist even if there were only one classification. 
It comes about in this way : The rates from the West to Richmond, proper, are sub- 
ject to the official classification— that is, the rates to Richmond on goods stopping 
there. The rates are made the same as to lialtimore. Rut on through business 
goiuir into the CaroUnas, not Atlanta, not Charleston, not Savannah, but into the 
Caroliiias and a few points in Georgia through Richmond, they have what they call 
proportional rates to Richmond, subject to the southern classification. It has been 
done Hin(!o 188(i. That is what the Richmond people complain of. In other words, 
it is not so much of a classification (juestion as it is a rate question. If there were 
only one classification, we might still make a lower projiortional rate to Richmond 
on business going beyond than when it stops there. Take Cincinnati. Cinoinnati 
to Richmond is (52 cents, but the proportional rate on business going to the Carolinas 
is only 112 cents. The classification does not have much to do with it. 

A very important ((uostion before this commission is that of uniform classifi- 
cation, proscribed or not by the Interstate Commerce Commission, but in anj?^ case 
a uniform classification for the whole country ; and a large contingent of shippers 
in the South complain at the present time because of the difficulty in computing or 
verifying their rates, through the existence of lliese different plans of classification. 
In your judgment is it possible or will it ever be possible to bring these several 
classifications together^ or to prescribe a single one for the whole country?— A. A 
great deal has been said about a projiosed uniform classification to govern all over 
the country. In my judgment that thing is not impossible^ but I believe it to be 
impracticable, and I believe that if they had it they would find that it did not cure 
all their ills, that its value had been overestimated. 1 have stated that I believe 
it would bo impracticable. I will ('xplaiii that, Iguoriug all questions of excep- 
tion sheets, just let ns 8 iip]) 08 e that there are only three general classifications m 
the country now without any exceptions to each. Suppose that it was the duty of 
the Interstate Commerce Commission, or of a general committee, or of this com- 
mission, or any other body to iiiiily those three classifications, and to bring them 
into harmony and at the same time not to violently disturb existing rates. Now 
then we would go about it something like this. We would take the official classifi- 
cation and the Western classification and the Southern classification, and we would 
go through them item by item. We would strike an article that was first in one 
and second in the other and third in the other. To briug it down still finer and 
better, perhaps, take cotton-factory products. They are first in the Western terri- 
tory, they are third in official territory, and they are to-day fifth in the Southern 
territory. Now, how would we reconcile that? Bear in mind that we do not want 
to violently disturb existing rates, which are believed to bo about right. Well, the 
official man would say, I do not want to put that up to first-class, and 1 do not 
want to reduce it to fifth. Now, Mr. Western, you must meet us halfway, and 
Mr, Southern you must meet ns half way. We must strike a compromise some- 
where, and, if we do, wo will have a complaint from everybody where we advance 
rates, and wo will reduce unnecessarily in some other cases, or else we must start a 
se])arate class. Well, call that class ifi, if you please, or class 36. When we got 
through, there would ho probably 80 or 00 or 100 classes. Now, nobody wants to 
see anything of that kind. Nobody wants any 100 class classification. That is why 
I say I believe it would be impracticable. Fundamentally, and more important 
still, I think is this: That the (amiitry is so vast and conditions are necessarily so 
unlike. Conditions are not the same in Maine .as in California or Florida, As 
an illustration of that: Sometime ago we established a rating on treecovers. A 
man in Florida has a patent there for what he calls a tree cover. It is made 
of canvas, and tliere is a framework that folds up and is put in a package. It 
is made to protect the orange trees in case a sudden frost is threatened. Now 
they have not anything like that in Indiana; they have not anything like that in 
official classification territory; and we made a much lower rating, I am satisfied, on 
that than if it were to govern all over the United States, because we wanted to pro- 
tect the oranges so we could get the haul of them. 

(^. (By Mr. Phillips.) Now, there is one statement yon made in regard to the 
difterenco of classifications in the different sections of the country on cotton.— A. 
Cotton- factory products? 

Q. Yes. Now, would there be a reason why it should he olass No. 1 and a much 
higher rate in the West than it is in the South and East?— A. There is an excellent 
reason. 
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Q. And is there much difference on other things in the other classifications in 
these different districts!— A. The rates may be higher or lower in one section than 
in another, but here is a case where the classification also differs. 

Q. Well, the class No. 1 in the West would be much higher than No. 4 would be 
in your section, would it not!— A. Yes; it would be higher there. Their first-class 
rates for like distances are higher than our fourth-class rates, I think ; but even if 
they were not higher, there would still remain the difference in the classification, 
whatever the scale of rates might be in the different sections. We are supposing 
that we want to try and harmonize these classifications. Now, the only way we 
could do that would be to start a new class for cotton-factory products. I do not 
see any other way in the world to do it. 

Q. But if there were no dift’erence in the cost of hauling, then you could make a 
lower classification, couldn’t you!— A. Oh, we would not stop at the cost. We 
would have to consider all the circumstances. Now, answering the chairman’s 
question as to why cotton-factory products ought to be first in one section and third 
in another and fifth in another. I do not know about the Western territory, but 1 
can understand that out there it is purely a consuming territory. They are simply 
dry goods to them. There is no question of encouraging the development or growth 
of cotton mills. It is a simple dry goods proposition out there, and they have got 
it first class. The official territory where they are third class is both a producing 
and a consuming territory, and the third class, I have no doubt, was a compromise 
in 1887 when they first made and adopted the official classification; a compromise on 
all the rates they had in force. I have no doubt that about 1887 the New England 
mills had very low commodity rates to the West. It was probably 50 cents to Chi- 
cago, and the third-class rate from New England to Chicago to-day is 50 cents. 

I have explained as to our territory that we started out with sixth class, which is 
the lowest merchandise class. That was done to put these Southern mills on their 
feet. We afterwards put it up to fifth. To-day we have commodity rates to the 
West, in competition with the Now England mills, which are lower than fifth class 
and actually even lower than sixth. We have tried to fit the tariffs and classifi- 
cations to the conditions, and that is what the other follows have done, I am 
satisfied, in the North and West. 

Q. (By Mr. Kennedy.) What will they do when there comes a community of 
interest in all these railroads! — A. I think it will gradually level itself up when 
the conditions get alike as to density of traflic and when each territory is a pro- 
ducing as well as a consuming territory. It will gradually level itself up, and I 
think that finally, though it may be some time hence, the ra^s will be as low in one 
section as in anotner. There is not any inherent reason why a road in the State of 
Ohio, earning so much per mile per annum, should not have about the same rates us 
a road in any other State where the population and business are about of equal den- 
sity, which earns about the same revenue per mile per annum. There is no inherent 
reason why the rates in Florida should be higher or lower than in California or 
Maine. It is a question of commercial conditions. 

Q. (By Mr. A. L. Harris.) Is it possible to have a uniform classification all over 
the United States!— A. It is possible, but you would have so many classes that it 
would be an impracticable thing. It can be done, there is no doubt about that, but it 
might take 200 classes— I don’t know; but if you were going to put everything in the 
same class in all of the three classifications, and at the same time not violently dis- 
turb the present rates, it could bo done only by the multiplication of the number of 
classes. 

Q. If it could be done, would it simplify rates going from one territory to another !— 
A. It would where the rates are made on combinations, as we call them. A combi- 
nation rate means a through rates, made by adding two rates ; and where you cross 
these boundaries, like the Ohio Kiver and the Mississippi River, you have to make 
a combination rate. Undoubtedly it would be more easily done if the same classifi- 
cation governed up to the boundary and beyond. But a great deal of the trans- 
boundary business is made on through rates subject to classification for example; 
and from Pittsburg and all territory east of there through rates to our section are 
governed by the Southern classification. You go to Buffalo or Boston and ask for 
the rate to Atlanta and they will show you a tariff with a through rate governed by 
the Southern classification. That is done for convenience, and done uso to keep 
the interior in line with the port. 

Q. (By Mr. Ripley.) I would like to ask you to speak on the peculiarities of the 
Southern situation as far as the long and short haul is concerned, the existence of 
water competition, and the difficulties which the roads experience in making rates 
under those circumstances.— A. The principal difference between the rate system in 
the South and in the other two general sections of the country is that we have lower 
rates to what we call basing and competitive points than we have to the small local 
stations. Those competitive points started out with water points like Nashville, Pen- 
sacola, Selma, Augusta, Savannah, Charleston, and New Orleans. They begin there. 
TOen the first roads were built they had to meet those rates. If they did not exactly , 
meet those rates they partially did so and had to fit their tariffs to the conditions as they ] 
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found them. Later on, as new roads were built, a new kind of competition sprang 
up ; that is, the competition between rail carriers. Here is Atlanta, a point of con- 
sumption ; here is Baltimore. There is a system of rail carriers from Eichmond to 
Atlanta, say, and another set of carriers from the West to Atlanta. There was com- 

f petition between carriers and between markets that got the rates down to these 
arge all -rail points, where there is no water at all, and those points have grown in 
number, but not greatly so, from the construction of new roads. Now, in the South, 
we have not believed that we ought to be called upon to put down rates to every 
intermediate point, where competition does not exist, because we do meet tlie com- 
petition at one of these competitive points. That is our position on the long and 
short haul clause. The only difference in conditions as between Georgia aud Ohio 
is that in Ohio they had about reached a flat fourth-section basis before the law was 
ever passed. I remember asking Mr. McLeod, of the (Cincinnati, Hamilton and Day- 
ton road, just after the law went into effect, or about that time, how he made grain 
rates from points along his line to the East before the act to regulate commerce went 
into force. Ho said, “Well, of course, at Cincinnati wo bad our rate lixod at 87 per 
cent of the Cliicago rate. Then wo would go out and make the first group of sta- 
tions about 1 cent higher than Cincinnati. Wo found that that was a)»out as high 
as wo could get, because at the next group wo would strike m arly always East and 
West lines, and if we made it more than a cent higher from a given point, why then 
wo would find it going some other way.” When he got through, 1 said, “Then your 
rates are about the same as they were before And he said, “.I list about.” I said, 
“You get just about the same proportion out of tliem?” And he said, “.Just about.” 
I had previously said to him, “How did you divide your rates when you made them 
just 1 cent or so higher than the common pointf” He said, “Wo added that 1 cent 
to our common-point proportion. Alter the law was passed they all blocked their 
roads out so as to give each line not less than 150 miles in the division of the 
rates.” So I said, “Your rates are just about the same as they were, and your propor- 
tion is just about the same?” And he said, “Just about.” That country up there 
is so gridironed with roads that they can not make the rates as we do in the South. 
The conditions are different. When we get enough roads in the South wo will get 
to make our rati'-s as they do in the North ; we will just fall into it naturally. 

Q. Your justification of the reduction of the rates to a competitive point where 
there is eitl'ier water competition or the competition of several roads would not seem 
neciissarily to apply to points which are not on the water and whore railroad com- 
jietition is not so extreme? I refer to places like Albany and Amoricus, Ga., and 
Cordele. Those are iiurely arbitrary basing points, are they not? — A. They are not; 
no. If one single line at one of these points says “ wo are going to make this a basing 
point because we believe it to our interest,” there is competition and thoothervS must 
meet it. You have got to compete not only with sensible traffic olficijils on the 
roads, but with others who are not so sensible but who are still doing what they 
believe for the best interests of their road. Now, competition is anything that com- 
pels a carrier to reduce a rate. 

Q. Does it seem fair and just that the action of one road which, as you characterize 
it, may not bo acting in the wisest way, in designating a certain point as a liasing 
point, and giving it lower rates than the surrounding district, should bo followed by 
the other roads, and that thereby that particular town should bo built up at the 
expense of the surrounding country? — A. It is the road that first reduces that 
does it. 

Q. And it compels all the others to do the same thing? — A. They must meet the 
rate or stay out. 

Q. Is there not a disposition on the part of some of the more conservative roads to 
object to the designation of some of these new towns as basing points? — A. Undoubt- 
edly so. I do not say that every basing point ought to have bemi made so, and I think 
some of them ought not. I think Cordele is one that ought not to have been made 
a basing point, but one line forced it and thought it was going to be to its interest 
to do so. 

Q. Do you not, in admitting the system, open the way to just such arbitrary dis- 
criminations between towns as you have described? — A. Why, yes; we make it 
possible. 

Q. Aud does it not sometimes operate to the disadvantage of the more conserva- 
tive policy of the roads themselves ?— A. Why, undoubtedly; if a line makes an 
unnecessary or unwise reduction, it operates to the actual loss of the more conserva- 
tive lines. 

Q. Do you see any way in which, either by legislation or by change of policy on 
the part of the roaas of the South, this tendency to designate a number of towns 
arbitrarily as basing points maybe stopped!— A. It will not be stopped, but it is 
going on very slowly, and there is very little more of it now than there was 15 years 
ago. There has been no tendency to rush into the thing. There have been very few 
points added to those low-rate points. 
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Q. I find a good deal of dissatisfaction in parts of the South, in certain towns, 
because competitive towns have been thus designated as basing points, on which 
the rates to the whole surrounding country are based and fixed, and there seems to 
be a feeling on the part of those towns thus discriminated against that they should 
be protected in some way by the interstate-commerce act or by some other agency, 
by the railroads themselves, perhaps. — A. I know there is such a feeling. 1 have 
testified in cases of that kind. 

Q. Can you suggest any remedy, or have you any to propose?— A. I do not think 
they are entitled to any remedy. It is due to competition and competitive rates. 
If you reduce all the points around there, that is not competition. That is where the 
injustice may come in. 

Q. Do I not understand that there are basing points where there is no competi- 
tion — points on a single road? — A. No; I do not know of auy such points. We speak 
of basing points and competitive points and common points in about the same sense. 
I referred to Atlanta, Macon, Albany, Americus, Selma, Birmingham. Birmingham 
has no water competition, but the rates have been forced down there below the 
Atlanta basis from the West. They are always lower than to Atlanta from the West. 
In the Social Circle case I think it would bo a great injustice to Augusta to give 
Social Circle the same rates. 

Q. You say that Birmingham has lower rates?— A. From the West. 

Q. Lower from the West than Atlanta?— A. Yes. 

Q. Is it not true that Birmingham and Atlanta have the same rates from the 
East?— A. That is true. 

Q. Now, I lind great complaint at Atlanta from that condition. They say that if 
Birminghpn has the same rate east through Atlanta that Atlanta has the roa<l8 in 
the opposite direction ought to give Atlanta the same rate that Birmingham has. — 
A. Not at all. 

Q. Will you ex])laiu why? — A. Yes. From the East those points have been 
grouped. Birmingham and Atlanta have always been in that group. It was a 
compromise. 

Q. AVho put them in that group?— A. The roads. 

Q. For what reason?— A. Because they had a group basis; that is all. Now, coming 
to the adjustment from the West, the rates were about the same to Birmingham as to 
Atlanta. But when the Kansas City, Mem]>his and Birmingham road was built I’rom 
Memphis to Birmingham, some 12 or 13 years ago, why, the map was changed. That 
road said: '' We are not going to make the rates from Memphis to Birmingham, our 
own points, any higher than from Memphis to Chattanooga,” Thev iinally com- 
promised on a scale of figures. They made them themselves. They did not compro- 
mise with other carriers, but they compromised with themselves on a scale of iigiircs 
beginning with 75 cents first-class. Before that it had been 9i) cents first-class, as I 
remember. They made it 75 cents first class, and those are the rates to-day. I was 
with the Louisville and Nashville road at that time, and we endeavored to hold the 
rates as they were from the Ohio River, Louisville, Cairo, Evansville, and Cincin- 
nati, and we did hold them for a while. Finally one line from one point on the Ohio 
River said: '‘We will not stand it any longer. Wo are going to put in a rate of 4 
cents above Memphis.” This is the established differential and was fixed by Judge 
Cooley’s decision in 1886. And they made a 79 cent scale from Louisville, Cairo, and 
Evansville to Birmingham, and those are the lates today. 

If Atlanta is entitled to lower rates from the East than govern to Birmingham and 
other points west of Atlanta, then why is not Athens, (la., entitled to lower rates 
from the East than Atlanta, l)ecau8e Athens is east of Atlanta; and wh> , in turn, 
would not Elbertou, Ga , be entitled to lower rates from the East than Athens, 
because Elbertou is east of Athens? Yet Atlanta and Athens and Elbertou all take 
the same rates from the East. It is simply this : That each shipper is, naturally and 
properly, looking out for his own interests. Now, if you scale the rates out ou dis- 
tances, regardless of general conditions, commercial ami otherwise, which govern in 
fixing freight rates, you would make Anniston lower than Birmingham and Birming- 
ham lower than Montgomery, which the Atlanta man does not want. We simply 
stopped at Birmingham, so far as the rates from the West were concerned. The 
situation at Birmingham was forced upon us, as already explained. We did not go 
farther than that. 

Q. Why not stop at Atlanta and force it on some other town ? — A. There was no line 
reaching Atlanta which sought to force down the rates to Atlanta. It was the new 
line at Birmingham which forced the reductions at Birmingham. That line, as 
already stated, was the Kansas City, Memphis and Birmiugham road. They said, 
“We do not see how we can undertake to maintain higher than these figures from 
Memphis to Birmingham,” and they would not maintain higher, and the rates have, 
since been continued on that basis. I have told other people just what I now tell 
the commission, and have insisted, on the witness stand and otherwise, that the car- 
riers could fairly and fully defend the lower rates Brom the West to Birmingham 
than to Atlanta. 
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Q. (By Mr. Litchman.) The solution is for Atlanta to build another railroad ? — A, 
Atlanta’s rates are all ritfht. Atlanta is growing faster than any other point in that 
country. Atlanta is not suffering from freight rates, and she would not solve it, 
either, by building another railroad. She has got all the railroads she wants. Bir- 
mingham did not build that road from Memphis, and Atlanta is not going to build a 
road from Memphis or from the Ohio River to get a reduction of rates. 

Q. (By Mr. Ripley.) Is there not, however, anew roadbeingprojectedto Atlanta?— 
A. I think it is problematical. 1 think that these different rates that have been 
heated and forged and welded and ])Ounded and hammered into their present shape 
are about as near right as practical people can make them. 

(^. But commercial conditions may change?— A. They may change and we will try 
to meet those conditions. It is our business to watch that and try to fix the rates 
to lit the conditions. 

Q. Here is an example that 1 should like to ask you to explain, simply as an illus- 
tration of the system in the Hontli. At Montgomery, Ala., which is about 175 miles 
above Mobile, the rates from the north are all based on Mobile. The combination 
rate to Mobile, plus the rate from Mobile up to Montgomery, is less than the direct 
rate from the north. To illustrate speciiically, a merchant in Montgomery told me 
that he shipped 2 carloads of fruit jars from C raw ford sville, Ind., to Montgomery, 
lie shipped thorn to Mobile and then paid the local rate from Mobile back, those 
fruit jars going through Montgomery on the way out. By having them hauled 3.“>0 
miles farther ho saved ifTri ou tho two carls. Now, that is the situation which I find 
prevails in all lines of business. — A. I can explain that. For a great many years 
jiast the Mobile and Ohio Railroad has said that it would make tho rates from the 
western country to Alobilo tlie same as to New Orleans. I never believed, and I do 
not helie\o now, that it was jnstiliable or that it was necessary, but that was 
another condition and not a theory. That was tho condition, and the rates from the 
West to Mobile to-day are tho same as to New Orleans; and tho rates to New Orleans, 
as you may easily understand, are very low as against direct river competition. Now 
it is true that you can take some of tho rates to Mobile, made in that way, and add 
the rate hack and it will cut the direct rate. Yon may naturally ask why a lot of 
sensible tratilie peo]de allow that thing to continue, and my only answer is that they 
ha^ 0 found it lietter to let some business go that way than to reduce the Montgom- 
ery rate, v Inch they fear would carry with it Columbia, Eufala, Atlanta, Columbus, 
and all those iilaees. Here is wheie it began. Through tho policy of one road reach- 
ing Mobile, tho rates to that point were iorced down to the same basis and held on 
the same basis ns the rates to New Orleans, whore the good Lord has fixed competi- 
tion for us, and where God’s highway is. Now, that is healthy competition. It may 
have been wrong; 1 think it was wrong. Colonel Clarke, of the Mobile and Ohio 
road, knew more about the railroad business than I do, and I am sure he thought 
he vas right. But through that policy the condition is forced on a man that enables 
him to ship down to Mobile and back to Montgomery at a lower rate than ho could 
have shipped directly to Montgomery for. 

Q. Why shouldn’t they haul it and stop it and claim the same rate ?— A. Because 
they used to do that and they found that gradually the agents were hunting combi- 
nations. Now, they have stopped that, and they say that any shipper at Mont- 
gomery has a perfect right to ship to Mobile and reship; hut iif he does, they will 
not give him a hill of lading to Montgomery at lower than their published legal rate 
filed with the Interstate (Jominorce Commission. 

Q. My point is this: Why not change that comhinaiiou to charge what it costs to 
Mobile, plus the rate back, hut not go through the farce of hauling the freight down 
175 miles and hauling it back? — A. It might come down another way. It does 
not necessarily go through Montgomery, but it is given to Mobile, and it is taken as 
a Mobile sliipmcut, and the Montgomery man must have his arrangements to have it 
reshipped. 

Q. 1 find that Atlanta shippers, for instance, claim that they can very much more 
cheaply conduct their business by establishing houses or agencies at, we will say 
Mobile, or possibly Charleston, certainly at Savannah, for the distribution of goods, 
while the center of their business is at Atlanta. In other words, instead of bringing 
the goods into Atlanta, it is better to stop them at Savannah and distribute them 
Irom that point on account of the high rates to Atlanta. In fact one man, an impor- 
tant merchant at Atlanta, maile tho statement to mo that there was a strong tend- 
ency on the part of all the jobbers in that cit> , by reason of the freight rates in 
force, thus to establish branch houses at Savannah and not to ship their goods into 
Atlanta at all. Is not that likely to operate to the disadvantage of a city like 
Atlanta?— A. I had not heanl of any warehouses at Charleston or Mobile. There 
are four or five or more concerns in Atlanta, with their headquarters and jirincipal 
business at Atlanta, which have located warehouses in Savannah in order to get the 
benefit of the lower rates to Savannah, made via ocean routes, and then to reahip 
inland, not to the entire inland territory, but to such territory as they can reach from 
Savannah, at a better total combined rate than the rate into Atlanta, plus the rate 
from Atlanta. Now, ns to how mnoh of that is being done or how much will 
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finally be done, I do not know. If it comes to pass that Atlanta commences to do 
all its business at Savannah, it will bo up to the roads to decide what they will do 
about it, because there ar«i some roads that haul Atlanta business that do not see 
any Savannah business. Tin y are all looking after their own various interests, and 
they are watching as closely as they know how. Now, if that business grows to 
sufficient volume, it may force a reduction to Atlanta, and finally it may force a 
reduction to all interior points. 

Q. I know that one jobber told me that by threatening to establish a branch house 
at Savannah he had been able to force a particular road to grant him a reduced rate 
to Atlauta.~A. Maybe he was mistaken about that. I think Mr. Charles Conklin, 
when he got his commodity rate on tin plate east and west, used as an argument that 
if they did not give it to him he would move his works to Savannah and get his plate 
there by water. Now, whether thatinduced them to do it or not I do not know, I did 
not think they ought to make a rate as they did at the time, and I do not think so 
yet, for this rt'ason, that the rate has not been used for manufacturing purposes. Ho 
ships a great deal besides manufactures. 1 did not think the rate ought to have been 
made; but if it liad not been made and that gentleman, whoever he was, had moved 
to Savannah and established his manufactory there, and tliatsort of thing should go 
on increasing and the manufacturers at Atlanta, Chattanooga, and other points 
should find after a time that they could not do business, why, it might come to the 
roads to say that they would put the rates down or would do just what they thought 
was for their own interest. 

Q. You have spoken thus far as if there were effective competitiou between these 
several roads. Is it not true that there is a strong tendency toward an amalgama- 
tion of these roads ? In other words, is not the Central of Georgia controlled by the 
Southern road, and are not a number of other roads, such as the Nashville, Chattanooga 
and St. Louis, controlled or o\\ ned by what is called the Southern system ? Is tlu're 
not a tendency on the part of all these roads to go into common hands, so that the 
competitiou that was efiective protection to the public has ceased?— A. There is cur- 
rent history enough as to the consolidation that is going on. What the final outcome 
will be I do not pretend even to surmise. I do not believe any of us can tell now. 
But as long as there is healthy competition between two or three or more roads for 
any particular traffic this consolidation is not going to hurt anybody. 

Q. (By Mr. Phillips.) How many miles at present are controlled by Mr. Spencer’s 
present Southern system? — A. The Southern system has over 7,000 miles. I forget 
the exact mileage. 

Q. How many miles are there outside of that system controlled by individual cor- 
porations ? — A, Well, our last monthly 8tat<‘ment showed over 29,000 miles. I forget 
exactly. They have over 7,000. Our committee expenses are apportioned on mileage 
basis, and they ])ay a little over 20 per cent. 

Q. (By Mr. Kipley.) Does that control the Central of Georgia? — A. That does 
not include the Central. That is managed separately, and is a strong competitor of 
the Southern, and each line is working as hard for the business as if tnoy were 
deadly enemies. Now, how much harmony of policy among the owners there may 
be, I have no idea in the world; but in actual daily practice if a man wants to ship 
from Atlanta to New York, the Central man does not, by any means, get out of the 
way until the Southern man can got the shipment. The management is charged with 
the making of rates, the solicitation of business, and there is the same general 
hustling for it just as though there were an absolutely separate and distinct organi- 
zation and ownership, as well as management. 

Q. Is it likely, however, that they can continue this competition with the South- 
ern? — A. I think so, until they are actually taken in under one management and 
have the same traffic officials. I have known traffic officials on different divisions 
of the same road to compete with each other, each looking out for the interests of 
his division. As long as you do not have them under one management you will 
have competition. 

Q. Isn’t it the simplest thing in the world, however, to extend the single manage- 
ment, as far as the traffic officials are concerned, over an absorbed road? — A. Oh, 
yes; very simple. It is done by a circular. 

Q, Suppose the Southern System controls at the present time a majority of the 
stock of the Central of Georgia and that the Central of Georgia controls in turn two 
or three other smaller roads. It would require merely the issue of a circular to 
extend the traffic management of the Southern over the entire group, would it not? — 
A. Well, they would have to take it into ownership first. But what I meant was 
that there is no practical difficulty in extending jurisdiction of the traffic official 
over a new road any more than over a branch line that is completed. 

Q. (By Mr. Phillips.) Is there a tendency to further combine? — A. I think there 
is; I think they will divide into groups. I make the point ri^ht here that I, as a 
railroad employee, am just as much interested in that proposition as any shipper. 
Whenever there ceases to be competition for John Doe’s business, there will cease to 
be competition for my services. Now, it seems to me that we are approaching the 
time when there will be 5 or 6 separate systems in the South. They may all work in 
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harmony to the extent that the separate owners of the separate properties may agree 
among themselves — and it will take only a few men to agree to it— that in a general 
way they will maintain rates. In a general way they may take some sort of ac- 
tion— some concerted action — with respect to legislation or litigation, or what not. 
As long as there is active competition (and there will bo active competition as long 
as the roads are under separate managements) between 2 or 3 of those roads at a point, 

I have no fear for the future. I believe that my services will be in demand for what 
they are worth, and that there will be the same kind of competition for the mer- 
chants’ and the manufacturers’ shipments, too, and I do not feel at all alarmed at 
this consolidation. To a certain extent it is perfectly natural and proper, The con- 
tinuing of a disjointed lot of little lines under separate interests or managements 
has not anything to recommend it. 

Q. (By Mr. Riplky.) Did not the Louisville and Nashville and the Southern Sys- 
tem come together in just that way that you describe?— A. They compete at a great 
many points. They are strong competitors. There is absolutely no merger or com- 
munity of interest about their management that I can see. 

Q. The absorption of the Louisville and Nashville by the Southern System, or by 
a system like the Pennsylvania, which, it is reported in the South, is looking at the 
•problem of purchasing both the Southern and the Louisville and Nashville, would 
bring all interests together, would it nut?— A. Well, if they could be consolidated, 
after a while there would be no competition, and I do not want to see that come. I 
think it will be a bad thing for the roads, as well as for everybody (-Ise. I honestly 
believe that final consolidation and removal of all competition would he just as bad 
for the roads as anybody else. 

Q, What would be the (^vil clfect? — A. Public opinion. That is something that 
the roads can not afford to ignore. 

Q. (By Mr. Litch.man.) Do you think that after that consolidation had taken place 
the public would begin to ask who should run the combination? — A. The public 
would liud some way of giving exi)res8ion to its dissatisfaction ; and no one ot us, 
railroads or anybody else, can afforil to ignore that. What shape it would take 
nobody can guess. It is too remote. This gigantic; combination and consolidation is 
an entirely new condition. I do not know of anything like it in the history of the 
world. What the final out<*ome will bo would be guesswork, and what the people 
migiit do would bo guesswork. But I do not believe it would be a good thing for 
all the railroads of the United States to be under one management. I do not believe 
it would be a good thing for the roads themselves, or anybody else. 

Q. (By Mr. Claukk.) Do you think it would bo a good thing to have a very few 
great systems which would compete with each other? — A. I think probably to a cer- 
tain extent that would be a good thing for Iho public and for the roads themsclv^os. 
As I stated before, up to a certain point consolidation is perfectly natural and 
jiroper. Take the Southern Railway, for example. I have counted over 50 original 
lines in that system. The system, as it is, may be unwieldy and it may not; I do 
not say; but why should rates have to be made over three or tour roads to get from 
Washington to Atlanta? Isn’t it better for there to be one system from Washington 
to Atlanta? 1 do not see that the jmblic need f«‘ar their dividing into groups until 
they reach a point where there ceases to be groups and it becomes a group,^ They 
may group the whole system. I do not believe that would be a good thing. T.aking 
our own territory down there, it seems to me that if they should have 5 or G systems 
in the country east of the Mississippi River, there would be plpnty ot competition. 

Q. Do you recognize discriminations as an evil to the public as well as to the rail- 
road? — A. You mean unjust discriminations? 

Q. Yes; I mean bad discriminations. — A. Well, I think that some few unfair dis- 
criminations will always arise; they are bound to arise from the nature of the busi- 
ness, the multitude of the transactions, the immensity of the thing. Why, there are 
bound to be unjust discriminations, though not intentional, perhaps. 

Q. Are they not likely to be very much diminished by the community of interest 
found in one system? — A. If you refer to rebates and that kind of discrimination, I 
think so. They are likely to be diminished by consolidation. 

Q. When a merchant knows that he is getting the same rate as his competitor, is 
it not to the advantage of trade?— A. Unquestionably; and to the advantage of 
morality. 

Q. (By Mr. Ripley.) I would like to bring up for discussion the so-called dis- 
crimination of rates against Charleston, a case which was argued before the Inter- 
state Commerce Commission about 2 years ago and upou which a decision has not 
yet been rendered. I bring that up simply in order that you may use it asa basis 
for a discussion of the system of rate making in the South. The compaint of 
Charleston before the Interstate Commerce Commission is that it is unfairly dis- 
criminated against by rates from the West. The rate from Chicago, I believe, 
through Asheville to Norfolk is 72 cents, whereas the rate from Chicago to Asheville 
and from Asheville to a point an equal distance down is $1.35. That great discrimi- 
nation against Charleston prevents, so they claim, the growth of an export trade in 
any way equal to the growth of the export business at Norfolk. I snould like to 
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aek you if you could explain the system on which the rates from the West to Nor- 
folk and Charleston, respectively, are made, and the justiHcation the roads hnd for 
the very much higher rate of $1*36 as against 72 cents?— A. The simple answer is 
that they maintain as high rates to both points as they can. That is all there is of it. 

Q. Does i,t not seem, however, that there should be some final court of last resort 
which should equalize in some way, either up or down, the rates of those two cities?— 
A. We have a court like that now. We have our final court. If you mean some tri- 
bunal that should decide immediately whether or not Charleston is being unjustly 
discriminated against, I believe 1 answered that question this morning in a general 
way. But as to that Charleston r. Norfolk rate <iuestion, it is perfectly simple. 
They maintain as high rates to each point as they can. The fact that one road does 
a little business through Asheville cuts no figuie whatever. It might withdraw from 
the Norfolk business. It does not haul enough business from Chicago to Norfolk to 
pay for axle grease. The rates to Norfolk are the same as the trunk-line rates to 
Baltimore. The rates to Charleston are maintained ashigh as they can be as against 
the rates through Baltimore and thence ria ocean. They do not fully meet the ocean 
competition, but they approximate it. But here is the serious point about Charleston. 
If you voluntarily reduce Charleston so as to put it on the Norfolk basis, howare you 
going to refuse to reduce Augusta, Macon, Atlanta, and all these points? They are 
still higher than Charleston. Chicago to Atlanta is higher than Chicago to Charleston. 

Q Atlanta is not as remote by a considerable distance, however, is it?— A. It is 
not so far and yet the rates are higher. Now, our deteuse to the Atlanta man is that 
wo maintain Charleston as hi^h as we can maintain it. We can not put it up. A 
great deal of the business is going down by ocean now at the ^ircsent rate. But if we 
should give Charleston the same rates as Norfolk, wo would have no moral defense 
on earth for holding up the rates to these interior points. 

Q. You have already admitted that yon do not conform to the long and short 
haul clause. Why need you, then, by reducing Charleston also reduce Aiigustaf— A. 
I said voluntarily. If we voluntarily put down ( 'harlcston because some other place 
having trunk-line competition is lower, what moral defense could w'c have, leaving 
ont the question of legal defense, for not also reducing Macon, Augusta, and Atlanta, 
etc? 

Q. Have you not the same moral defense as elsewhere throughout the South?— A. 
Not at all. Where we have a lower rate to a farther point there is some sort of com- 
petition at the point beyond which has forced it down. It does not make any ditt'er- 
ence whether it is a wagon lino or a steamboat line or a rail line or what. 

Q. But if it 18 a railroad whose action is unreasonable?— A. It makes uodifiereuce. 
Anything that forces down a rate is competitiou. 

Q. Is it exactly safe for a community to trust to that policy?— A. We believe it 
is. The roads are looking after their own inteiest lu this, and in doing that they 
are looking after the interest of the towns along the road. What has brought about 
this relative adjustment in that country? It has been aibitration and warfare. It 
has been molded into that shape. I venture to say if a projxisition were made to- 
morrow to reduce the rates to Atlanta some line woulil insist that corresponding 
reductions should bo made to Macon and to Augusta, ct<‘. 

Q. Is it not possible for these roads to see that their interests are one, that this 
friction which prevents wise adjustment iu the interest of certain districts may he 
overcome?— A. It is not friction. It is competitiou. It is healthy competition. It 
brings about a fair relative adjustment, an adjustment that the carriers believe is 
fair to the patrons of their linos at the points at which they are most interested. It 
is the best Kind of competitiou. 

Q. The traffic manager of the Southern system desire.s to reduce rates on cotton 
from the Mississippi Valley to Carolina mill points ?— A. Yes. 

Q. The instant he proposes to do that the Mississippi Valley roads say, “Wo will 
not permit that to be done, because that is taking biisiue.ss which we haul up 
through Cincinnati to the East.” Consequently, Mr. Culp is prevented from grant- 
ing what he belie ve.s to be a measure of justiee to the Carolina mill points?— A. 
That is right. The Mississippi line says, “If you reduce the cottou rates from Mis- 
sissippi to the Carolina mills to tit a new condition or demand ui> there, it will take 
business away from our lines; it will take business away not only from the Eastern 
spinners through Ohio River gateways, but more espt cially the dealers or factors at 
the port of New Orleans ; and if you reduce, we will make corresponding reductions. 
We will have to put down the rates.” I can not see that all that is preventing a 
fair adjustment of rates or that that sort of friction is not a good thing for every- 
body. Would it be a good thiu|^ to let them reduce the rates to the Carolina mills 
and let the New England factories be kept from handling it? It seems to me that 
the carriers, in looking after their own interests, are looking after the interests of the 
mannfaotnrers on their own lines. 

Q. They are, on their own lines, but how about the other communities?— A. Is not 
that likely to Wing about a relatively fair adjustment in the whole territory? Is 
not that healthy competition? 
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Q. It is. As I see the situation, except that each system, wishing to correct cer- 
tain abuses in its own territory, what it regards as evils, is prevented from correct- 
ing these by the inertia or competition of other roads; and conditions that may be 
iniquitous are perpetuated because of this pulling and hauling between comi)etiug 
interests. When they all get together in one consolidation , or harmonize their interests, 
may they not readjust the entire matter? — A. Now, I know, you did not intend it, but 
it flceniH to me you put it in an extreme v^ay when you say, with reference to the 
cotton rate to Carolina mills, that the proposition was advanced to cure any evil or 
what might be an iniquitous evil. It was not that at all, nor are there many such 
cases, I believe. I think that is putting it in an extreme way. I think this is a 
fairer way to state it: There was a general adjustment of rates in the territory, 
which included the cotton rates and all other rates. It was not made haphazard, 
nor as a matter of caprice. It was made as a matter of judgment and arbitration, 
controversy and war. After so many years it has settled down into that condition, 
and it is very difiScult to disturb it. If we voluntaiily reduce Charleston, so as to 
make it the same as Norfolk, we ought to put down the other points I have mentioned. 
As to the cotton question, that is a new condition. The mills have multiplied so 
rapidly in the Carolina territory that they can not get sufficient home cotton to meet 
the demand. 

Q. (By Mr. Phillips.) Is it fair or equitable that Charleston and these other cities 
should pay a greater rate than Norfolk? — A. I think it is. 

Q. (By Mr. Kiplev.) The distance is the same. — A. No; Charleston is farther from 
Chicago than Norfolk. 

Q. Not Iroin Asheville. — A. No; but you must take the short line every time. The 
roads that make the rates are the direct roads— the Noriolk and Western, the Chesa- 
peake and Ohio, and tlie trunk lines— and they make them the same as Baltimore. 
Baltimore is a little under New York, as you know— II cents, 1 believe. 

Q. The gist of this whide argument is to bring out, if possible, the degree to which 
the coinpetitiou of competing carriers in any territory may prevent the correction of 
what each one of these carriers may concede to bo an injustice within its own terri- 
tory, and which it would correct if it could act alone. — A. It could act alone. 

Q. That means war.— A. It may mean war, but some people in this country think 
that would be the very best thing; that you should once your transportation rates 
as y, ou do coffee and sugar. What was the effect on the cotton question ? The rates 
arc lower than they wore. There were two lonflicting views and there was a 
compromisi'. The arbitrators told them to meet halfway, and the rati s were reduced. 
That 18 all healthy competition. 

Q. But I think you will liiid that the several parties to that arbitration still feel 
that if they had been left to act alone they could have granted a greater measure of 
justice to their patrons.— A. Yes; but it might have been a great measure of injus- 
tice to somebody else. The former rates on cotton from Mississippi to Carolina mills 
were not unjust rates, and hence the reduced rates are not unjust. So I do not think 
you ought to say that the full measure of justice was not done. Probably those who 
differed in their views are not convinced, but they have accepted the arbitration, so 
far as I know. 

Q. Come down to this case of Charleston again. 'J’he argument of Charleston is 
that it is the same distance from Chicago practically that Norfolk is. — A. Through 
Asheville? 

(^. Through Asheville ; and consequently that it is entitled, perhaps, not to the same 
treatment thatNortolk is, but that at least it should not be subjected to a discrimina- 
tion amounting to the difference between 72 cents and $1.35. And they applied to 
the Interstate Commerce Commission some two years back, although the decision 
has not been renuered yet. If the eijualization of those two rates would enable 
Charleston, as is claimed, to participate in someof the export business of rawjirod- 
ucts from the West, who is going to finally decide that matter unless the Interstate 
Commerce Commission be given an extension of its power?— A. The courts finally 
ilecide it. 

Q. Do you see any objection to conceding to the Interstate Commerce Commission 
the authority to pass upon such matters as a court? — A. 1 do not see how it can 
pass upon these questions, as it now does under its present functions, and then also 
be a court of final resort in addition to that. 

Q. (By Mr. Phillips.) Would it be beet for the decision to stand until reversed?— 
A. No; it 18 not right to assume that the railroads will do wrong, pending the final 
decision of the Charleston case, and to assume that the Interstate Commerce Com- 
mission will do right. I think it is better to let the roads go on as they have 
done, making their own rates subject to review by 1he courts. 

Q. (By Mr. Kipley.) If you go to a city like Charleston and see the grass grow- 
ing in the streets and business stagnant, you can not help feeling with them there 
should be some remedy. — A. Is there grass growing in the streets down there? 

Q. I saw plenty of it.— A. It is not on account or the freight rates. 

Q. (By Mr. Litchman.) Is not the direct distance from Chicago to Norfolk less 
than the direct distance from Chicago to Charleston?— A. Considerably less. 
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Q. Ib not the freight rate to Norfolk made by the railroad or transportation lines 
of the shorter distance!— A. Yes. 

Q. Is not the rate on the route by way of Asheville fixed in a measure to compete 
with the rate made by the shorter line?— A. Not only in a measure but actually. 

Q. Then that is the secret of the condition, is it not?— A. Those are the conditions 
as to Norfolk. 

Q. (By Mr. FAm^uHAK.) Why should Chicago freight go by tho Asheville route at 
all?— A. I do not know. 

Q. As a railroad man, why should it?— A. They do not handle enough to amount 
to anything, and I do not believe they make much money out of what they do haul. 
The Southern Railway Company and some of its connections have a through lino, 
which they call the Asheville line, and they publish tariffs applying from St. Louis, 
Louisville, Cincinnati, Lexington, and Cairo, and they haye put Chicago in. There 
may be a little money for them in the Chicago-Norfolk business, but I do not think 
there is much, and certainly not if they try to compete for tho export business. 
But it is just like the case of a man who will keep certain articles whether he sells 
any or not. The Asheville line does not fix the rates at all. The rates are made the 
same as to Baltimore. That is the fixed basis. 

Charleston has gone ahead very little in the last census decade. Savannah, just 
below there, with the same rates, has gone ahead 25 per cent, Atlanta, an inland 
point, with higher rates than either (.'harleston, Norfolk, or Savannah, has gone ahead 
over 30 per cent. I think Atlanta has increased 37 per cent. That is a remarkable 
thing. I said recently that the longer I stayed in this business the more 1 am coming to 
believe that freight rates do not have much to do with the making or unmaking of 
a community. You can find many illustrations of that fact. Nashville, Tenn., has 
better freight rates than any other inland city in the South, better than Chatta- 
nooga, Birmingham, Knoxville, or any of tbo.se points, and yet she has gone ahead 
only about 5 per cent. Atlanta had only about (15,000 in 1800 and Nashville 80,000, 
while Atlanta now has 89,0(X) and Nashville 81,000. Richmond, with undoubtedly 
favorable freight rates (not because the roads want to give it to her, but because 
her competition gives it to hm-), lias gone ahead very slowly. Atlanta has passed 
her in population. Now, right in the Atlanta group are thi' cities of Rome, Dalton, 
and Athens, and others that have gone backward, and yet they have precisely the 
Atlanta rates. Here is Danville, where they have felt so strongly about freight 
rates for some .^ears (they make the same complaint about Lynchburg that Charles- 
ton makes with reference to Norfolk), they have gone ahmid about 40 per cent in 
population, whereas Lynchburg has lost a few hundred in population. Of course, I 
do not argue that if you want a town to llourish like a green-hay tree you must put 
up freight rates, but it doi's look as though rates did not make much difi'erence, 

(i. (By Mr. Litchman.) How far has the development of new industries tended to 
build up those places?— A. I do not know. Danville is a large manufacturing point 
and has very successful cotton mills. Its backbone is its tobaciso. Lynchburg is a 
good tobacco town. Danville pays higher rates on tobacco than Lynchburg does, 
and Danville people may very sincerely say that they would have doubled in popu- 
lation if it had not boon for freight rates, but it does not seem to me that there is 
anything conclusive in freight rates. 

Q. Has not the marvelous development of indnstries in the South had an effect 
on the increase of the population?— A. Then why should Danville go ahead so 
rapidly and Lynchburg, just north and having the same kind of trade, standstill? 

Q. They have no cotton maunfacturing? — A. No; I do not think they have built 
any new cotton mills in Danville; but in Asheville they have no cotton inillB and that 
has increased in population. 

Q. How far has the use of Asheville as a winter resort tended to increase it?— A. 
That would have increased it some. There may be good reasons why two twin cities 
like Charleston and Savannah, just a few miles apart, should differ so in their growth, 
one stand still and the other go forward 25 per cent. 

Q. (By Mr. Clarkk.) Have you studied the problem with reference to the chang- 
ing character of the populations of those respective places?— A. No; but I would 
suppose, as between Lynchburg and Danville, in the same State, with the same social 
life and all that, and the same commodities constituting their principal business, it 
could not have been the character of the population that would hold one at a stand- 
still (and that the lower rate point) while the other sliould go ahead so rapidly. 

Q. Is it not a fact, as a general proposition, that the growth of towns depends 
largely upon certain enterprising men in those towns?— A. It might be facilitated 
by freight rates. In other words, if a road should set out deliberately to kill one 
town with freight rates and hothouse process the other, it might be able to do it as 
against local wealth and energy. No one knows why Atlanta is as big a town as it 
is or why the capital seems to 11 oat in there. That city is conceded to-day to have 
more fine buildings than Louisville with 204,(X)0 people. I am not trying to get in 
an advertisement for Atlanta, hut it is the fact. 

Q. (By Mr. Riplev.) Your argument is the same as that of the little boy, Father 
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is dead and mother is dead and I have got to hustle.^’ — A. It may be. Look how 
Chicago has gone ahead of St. Louis. We all remember the time when they were 
rivals. 

(Testimony closed.) 


Washington, D. C., May 8^ 1901. 

TESTIMONY OF ME. EDWARD P. WILSON, 

Secretary of various Ohio oommercial organizations. 

The commission met at 10.43 a. m., Mr. Phillips presiding. At that time Mr. 
Edward P. Wilson was introduced as a witness, and, being first duly sworn, testified 
as follows: 

Q. (By Mr. Kiplky.) Will you state your occupation, address, and previous expe- 
rience?— A. My residence is Cincinnati. I act as secretary for the National Associa- 
tion of Manufacturers, for the Cincinnati Board of Trade, Bureau of Transportation, 
the Manufacturers’ Club of Cincinnati, the Merchants and Manufacturers’ Association 
of Cincinnati, the Cincinnati League, and the Ohio Valley Improvement Association. 
I have been in this class of business since 1890. Prior to that time, from 1863 to 
1890, I was connected with the traffic bureau of different railroads. 

Q. You may state one or two of the important roads in order that we may see 
your interest and experience. — A. My first service was with the Louisville and Nash- 
ville Kailroad, and, following that, with the Louisville, Cincinnati and Lexington, 
which is now a part of the Louisville and Nashville; following that, with the Cin- 
cinnati iSouthern ; following that, with the Chicago and Northwestern. I left the 
Chicago and Northwestern in 1890. 

(^. You have had experience with a passenger business as well as freight?— A. 
Yes. 

Q. The first topic we might take up is the interest of Cincinnati in the trade of the 
South, and especially the relative adjustment of rates as between Western and East- 
ern trade centers.— A. Cincinnati has been for the last three-<iuarters of a century 
developing in growth and prosperity upon business with the South. She was one of 
the principal points of supply and distri oution to the South during the old days when 
the steamers carried the goods to all points south from Cincinnati and distributed via 
river and bayou throughout the South. They carried her goods there on as good 
terms as they could be carried from any distributing center m the world; and con- 
seiiueutly Cincinnati gained a prestige in Southern business that she has never lost. 
But the revolution which was brought about after the civil war by the construc- 
tion of railway lines into the South, and by improved service in transportation by 
rail, of all goods, threatened to take from Cincinnati her prestige as a distributing 
center by reason of better facilities being awarded to rival cities in the nature of 
railway development. The Louisville and Nashville Railroad was the first impor- 
tant railroad built from the Ohio River into the South, and as it formed its connec- 
tions through the South, naturally Louisville was brought into prominence as a 
distributing center and threatened somewhat to rival Cincinnati. 

The fact that communication from Cincinnati to Louisville was for a long time 
only by river, and after that by an independent line of railroad, placed Cincinnati 
at a disadvantage in regard to rates of distribution. This caused a demonstration 
of strength and power in the construction of her own railroad at an immense expense. 
At her own ex])en8e she built a railroad to Chattanooga, which was considered the 
most important strategic point south of Cincinnati for distribution. Since that road 
has been opened and its facilities thoroughly decided the position of Cincinnati and 
her relative position to rates in the South has been very largely improved, but by 
certain influences that 1 will explain later it has never been what the people of 
Cincinnati consider themselves entitled to by reason of their geographic position 
and the rail construction. 

About 1879 competition for Southern business was exceedingly brisk, both from 
the Eastern seaboard and from Western centers like Chicago, Cincinnati, St. Louis, 
and Louisville. The railroads were independently handled and managed, and com- 
petition was very brisk and threatened to destroy them all. This condition naturally 
brought about a disposition to agree on something, and in the final round-up the 
agreement was made to divide business and maintain rates and to give to the Eastern 
cities practical control of the trade in manufactured miscellaneous articles which 
had their practical origin at that time omthe Eastern seaboard, and to give to the 
roads leading south from the Ohio River a good rate and good trade in what were 
then known as the peculiar products of the West— packing-house products, grain, 
and its products, and the indirect products in the shape of whisky and beer, etc. 
Those were practically the staples in which those cities had their advantages. In 
addition to that there was a considerable shipping trade, which was more or less 
affected by this agreement. 

16a 44 
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The result of the agreement was to make rates of freight from the Ohio River 
points about what the roads pleased on the heavy products, but to maintain high 
rates on the miscellaneous industrial products and to protect the Eastern shippers 
in the enjoyment of that trade with the South, their output being transported by 
ocean to the Eastern seacoast and distributed inland by the very excellent system of 
railroads that even then existed. It will probably be remembered that Georgia had 
more railroads than any other State in the United States before the war, and the East- 
ern seaboard had excellent facilities, consequently, for hauling the trade in miscel- 
laneous articles. 

Now the development of commerce and the development of the country and of 
a^icultural products naturally has betui westward, and manufactures of all classes 
have gone westward until the line of the Mississippi River is hardly the boundary 
line of the manufacturing district now^, whereas the Allegheny Mountains were the 
boundary lino betoro. All of that territory between the Allegheny Mountains and 
the Mississippi River is growing into a manufacturing district, and every diversified 
product of human industry is produced there and olfored for sale to the South. 
There is scarcely an article on which the rates are not higher proportionately to the 
consuming section than from New York and New England, and many of our manu- 
facturers have been driven to maintain warehouses in Boston aud New York for 
distribution to the South. 

Q. You mean they ship to the warehouses and distribute Irom there?— A. Yes. 
There are certain articles stored in New York and distributed by ocean and rail to 
the South that might be sent from the factory direct if the rates were not against 
them. 

That is probably an extreme statement of the case, but, to illustrate, I would like 
the privilege of reading a statement that was made in 1802 to the Interstate Com- 
merce Commission, and which was practically true of business for the 12 years pre- 
vious to that, and practically true for the business since, for there has lieon no 
material change in the principle. Atlanta, for example, is a very important distrib- 
uting point South. I have a table before me pre])ared then showing the distances 
ftom Cincinnati and Now Y'ork to Atlanta, the comparative rates, and comparative 
percentage. Cincinnati is 475 miles from Atlanta and Now York is 876 miles from 
Atlanta hy rail. The distance from Cincinnati is 54 per cent of the distance from 
New York, but the first-class rate Irom Cincinnati is 61 per cent of the New York 
rate; the second-class rate is 94 per cent of the New York rate, as is also the third- 
class rate. Coming down into the lower classes, ono is 69 per cent, but that is on 
one of the articles on which w<^ use the privilege of Western product rates. This 
illustrates what we regard as a solecism in the making of rates. Why first-class 
and second-class articles of manufactured products, which are as indigenous to 
Ohio as they are to New England, should now be 94 per cent of the New York rate, 
when flour, which is now being produced more largely in tlu' Northwest and has 
almost left the Cincinnati district, is carried for 69 per cent, we do not see. This 
condition is found very marked at some of the other Southern points. For instance, 
the distance from Cincinnati to Meridian is 55 per cent of the distance from New 
York to Meridian and the first-class rate is 107 per cent of the New York rate. 

Q. You refer to Meridian, Miss.— A. Yes. I have only selected a few figures from 
this statement, but it is analyzed and presented to the Interstate Commerce Com- 
mission in 1892 with this statement. (Reading;) 

“The burden of this Complaint lies against the relation which exists between the 
current rates of freight on manufactured articles and merchandise from Eastern Sea- 
board Territory to Southern Territory, aud the current rates of freight exacted upon 
light commodities when shipped from Central Territory to the South, and against 
the unfair basis ofthe general construction of the tariffs under consideration, whereby 
the rates charged for transportation of commodities classified under ‘Numbered 
Classes’ bear a much higher percentage relation to the rates from New York than do 
the rates on commodities enumerated under the ‘Lettered Classes.’ 

“Complainants allege that this improper relation, between rates as above set 
forth, which has the effect of restraining and impeding the growth of productive 
industries in Central Territory and encouraging and promoting similar industries 
in Eastern Seaboard Territory, is the direct result of an agreement established by 
convention between the oflicers of defendants above described, whereby, in order 
to secure stability in rates of freight and to prevent competition between the lirm lead- 
ing, respectively, from the Eastern Seaboard and Central Territory to the South, it 
was decided to secure to the Eastern Lines and Eastern Territory the traffic in mer- 
chandise and manufactured articles and to the Western Territory the traffic in food 
products aud similar heavy commodities. 

“The complainant submits that a compact as above recited was made during 
1879, and that the principles then agreed to still govern the construction of rates, 
notwithstanding the changes in trade conditions and the development of transpor- 
tation facilities which have taken place during the interim.” 

That is the burden of the complaint presented in 1892. That complaint was 
decided upon by the Interstate Commerce Commission May 29, 1894. From their 
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gyllabus I will quote [reading]: ‘^It is ordered and adjudged, that the above- 
named defendants, and each of them, engaged or participating in the transportation 
of freight articles enumerated in the Southern Itailway and Steamship Association 
Classincation as articles of the first, second, third, fourth, fifth, or sixth class, do, 
fromandafterthelOthdayof .July, 1894.’’ * ^ Then follows a table specifying 

the maximum rates to be charged, being a practical re<luction of about 40 per cent 
from the tariff that was complained against. This is the deliberate judgment of the 
Interstate Commerce Commission and was carried to the United States court, but the 
case has never been decided upon its merits. The only point that has been reached— 
and that is the sticking point in this case— is the decision of the Supreme Court that 
the Interstate Commerce Commission had no right to name any rates; in other words, 
that there was uonjunsdiction. Nothing was said about the merits of our case. 
Hence I submit this statement as my testimony sustaining and supporting the fact 
that there is a malformation of the tariffs from our 'ferritory to the South, as com- 
pared with the tarifl's obtained from the Eastern Territory to the South. 

Q. Do we understand the contention of Cincinnati, then, to be that in 1879 a vir- 
tual agreement was made by the roads operating in the South that rates should be 
so adjusted that the Eastern centers should have a monopoly of manufactures in the 
South, whereas the Western centers should have the market for the packing-house' 
products and grain products from the West; and since that time conditions have 
changed so that manufactures have now moved westward and that the West demands 
entrance on equal terms for h(*r manufactures into this Southern territory ?— A. That 
is right. 

Was this original agreement in the nature of a 1‘ormal contract, so far as you 
know? — A. The record of this case that I have (pioted from will support the state- 
ment that the agreement was partly formal and partly inlorinal— the record of the 
Southern Railway and Steamship Association introduced in evidence before the com- 
mission. The written contracts are a part of the recoid, and the inference is a part 
of the record. The iiroceedings of the Soiilborn Railway and Steamshi]) Association 
have been printed and submitted as evidence before the commission. The conten- 
tion was supported by the evidence. 

Q. And although the case was presented in 1892, any readjustment in favor of the 
West has up to this time been denied?— A. A general readjustment has been denied, 
and there are only spasmodic instances of relief in specific cases, and I am not able 
to go into the details of that. 

Q. Is there not some justification for lower rates on all cla.S8e8 of commoditiesfrom 
Eastern centers by virtue of the existence of cheai> water transportation to Savannah, 
Kninswick, Mobile, and New Orleans?— A. Cotton is very compact, and there is not 
very much competition there. Of course that is the excuse, but they were controlled 
in their rates by agreement, and it is rather an excu.so than a fact. 

Q. Do we understand, thou, that there is no real competition between the Eastern 
coastwise steamship lines and the railroads?— A. Less than it is represented to be; 
I will not say none. It is less fierce than the testimony of the otlicers would lead 
you to suppose. 

Q. Are you aware of any friendly interest, through ownership or contract, in the 
steamship lines by tlie railroads? — A. When this compact was made the Central 
Railroad of Georgia owned the Ocean Steamship Conqiany. It was its own line and 
it controlled it as absolutely as it did its railway line's, and there were close agree- 
ments with the other lines; so the members of the .’Southern Kail way .and .Steamship 
Association had very little competition in fact. When the matter was brought 
before the commission the testimony of the ollicers generally referred to tramp 
steamers, and practical men know the competition ol tramp steamers for regular 
trade is not very severe. It is more for specialities. 

Q. Is there not water transportation down the Ohio and Mississippi to New Orleans 
and other river points to meet this water coiujietitiou by ocean from Eastern cen- 
ters! — A. That water transportation is recognized very much to the disturbance of 
trade relations at all river points. The r.ates down the Mississippi to New Orleans 
and all river points to Mobile, Peus.acola, and other points that are claimed to be 
ocean points are very much less than the rates to the interior. The rates to Atlanta, 
for example, and rates related to Atlanta are very much higher than the rates to New 
Orleans and Mobile. Selma, where our rates are 104 per cent of the New York rate 
to Selma, as against 55 per cent of the distance, is excludeil on the basis that there 
is water competition by way of Mobile from New York. 

Q. Are you aware of any lurther agreement between the several lines operating in 
the Sooth as to a division of business between Eastern and Western centers!— A. 
There were a number of agreements ou that question made, but they were prac- 
tically abandoned, as far as records are concerned, with the enactment of the pooling 
clause of the interstate-commerce law. So there has been no recorded agreement to 
that efiect. It has simply been a practice. 

Q. But the practice is as effective!— A. The practice is effective in keeping up 
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these rates. The published rates have been better maintained into the South than 
any other territory of the United States in the last 20 years. 

I find in a circular entitled “Division of Territory South of the Ohio River'' the 
following clause, which is called “Territorial apportionment of traffic between East- 
ern and Western lines:" 

“(1) Western lines shall not make joint rates on traffic passing between points 
east of Bufl’alo-Pittsburg zone and points east of a line drawn from Chattanooga, 
Tenn., through llirniingTiam, Selma, and Montgomery, Ala., to Pensacola, Fla. 

“(2) Eastern lines shall not make joint rates on traffic between points west of 
Bulfalo-Pittsbing zone and points on or west of a line drawn from Chattanooga, 
Tenn., through Athens, Augusta, and Macon, Ga., to Livcoak, Fla.: Provided, how- 
crer, That the Norfolk and Western Railway may participate in traffic via Kenova 
at the rates established by the association between points in the territory on and 
oast of its line from Columbus, Ohio, to Kenova, W. Va., and on and south of the 
line of the Pittsburg, Cincinnati, Chicago and St. Louis Railway, Columbus, Ohio, 
to Stenbeiivillc, Ohio, and points on and cast of the Chattanooga-Montgomery- 
Pensacola line as dclined in paragraph (1)." 

Q. That would appear to be a still further division of this territory in the nature of 
a trallic agreement f— A. I doubt whether it i.s supported by any traffic agreement, 
but is a declaration of policy. That is about correct. I believe it corresponds with 
tlu' practice at the present time. 

(L ^011 criticise that policy f — A. That is a practice in restraint of trade. It 
deprives the purchaser as well as the seller of the absolute freedom that ought to 
exist bct.wcon those two parties. 

Q. Tlio lecision which was rendered by the Interstate Commerce Commission in 
til i.s particular ca.se wa.s of no cflcct, you say?— A. Of no elfect. 

Q. (By Mr. Fai:(juiiar.) Was tlie decision based on uonjurisdiction?— A. It has 
not been decided, except for that decision of non jurisdiction in the nui'iing of rates. 

Q. Have there been other decisions of that character? Is it violating a line of 
precedents?— A. That was the pioneer decision on the rate (luestion. That has been 
the center around which the coiillict has raged ever since. 

(f. Then, wherein is there any remeily by apiteal to the Interstate Commerct Com- 
mission? — A. There is no rciu(‘dy practically. The Interstate Commerce Commis- 
sion can develop ihe- tacts and may jinnouiice its ojiinion for the education of the 
public; l)ut its opinion has no legal standing, as I understand it— no vital force. It 
is simply a finding. 

Q. This case went before the commission in 1892 and was decided by it in 1894? — 
A. Ves, 

Q. And you have no decision of this particular case from the Supreme Court?— A. 
Nothing but the partial decision on one iioint. The case rests in the courts ready to 
be taken up at any time on the other pleadings. 

Q. (By Mr. Clauke.) Have your people ever brought any new complaint before 
the Interstate Commerce Commission? — A. No; not any people that 1 represent. 
There have been complaints from that region of country, though very few; I can 
not recall any now. 

Q. Why would it not bo of advantage to complain that the rates made are unrea- 
sonable and in restraint of trade, ainl get a recommendation, if possible, from the 
Interstate Commerce Commission to that elfect, recommending the roads to change 
their rates? — A. That ground has already been traversed and defined by this record, 
and there has been a positive order of the commission directing the change, but the 
chauge has never been made. The courts, under the law, must intervene to order 
that change to be made, and they have not done so. It is hardly worth while to go 
at it again, and in fact our people are so thoroughly discouraged that I would not 
like to ask them to put up the money again. 

Q. I umlerstand you to say that the decision of the court was they had no right 
to prescribe rates. That did not go to the extent, did it, that they had no right to 
recommend a change of rate?— A. Well, there is a distinction that 1 perceive, but it 
has not been a consideration that would prompt our people to come to the front and 
try to use that agency any more for their protection. If a positive order, which the 
law allows this commission to make, is of no effect, where would its recommenda- 
tion have any virtue? We have the moral support of the facts and of the commis- 
sion in this record to fall hack on now. We can quote from it any time. Our posi- 
tion is clearly recognized by that commission now» To reinstate the pleadings in 
order to modily the act of the commission from an order to a recommendation would 
be all the efie< t the further proceeding would be, would it not? 

Q. Is it not within your knowledge that most of the railroad commissions in the 
country have only a power to recommend, and that their recommendations are gen- 
erally observed by therailroad coinpaniosf—A. I believe that the railroad companies 
are more sensitive to the opinions of any other commission than to those of the 
Interstate Commerce Commission. It has boon my observation that the State com- 
missions within thoir jurisdiction have more respect paid to their decisions by the 
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railroads than the railroad systems of the United States have ovei paid lo the deci- 
sions of the Interstate Commerce (Commission. 

(J. Is it a fact, then, that since the decision of the court the complainants have 

E Tactically abandoned the case? — A. No; they have resteil upon their ri^^hts. They 
ave not withdrawn it from the court nor in any way abandoned it. The lawyers 
still have the matter in hand, but have not seen a good opportunity to take it up. 

If you will pardon me for the digression, I want to correct a statement I made a 
moment ago. I said I did not remember any complaint made since. I recollect that 
there is a very important complaint])ending before the commission, which originated 
in Cincinnati, and which I had forgotten. 

C^. What Avas the principal ground of appeal by the railroads to the court in your 
case?— A. The only j)oint they made Avas that there was no jurisdiction. 

Q. No jurisdiction to lix rates?— A. No right to name rates. Here was an order 
to make certain rate.s. The railroad coiujianie.s concentrated their fight on the non- 
jurisdiction and the lack of power to name the r.ate, and all the light has been cen- 
tered around that point. 

Q. Do you not think it Avould at least be of moral advantage to the complainants to 
have a recommendation from the Interstate Commerce Commission that the rates be 
reduced? — A. Well, I would not say that it would be of any .advantage. Our peo- 

S le have simply been so paralyzed by the, failnro to get any good out of the stronger 
ocument that they have not considered it Avorth Avhilc to go abend for a weaker 
one. 

Q. They sought a remedy Avhich the court has said could not be granted by the 
particular tribunal to Avhich the com])laint Avas made ? — A. V'es. 

(J. That tribunal continues to make recoimneiidation^ in othei cases, does it 
not? — A. Oh, yes. Wo are (juito Avilliug other people should make history ; Avehavo 
made our little bit of histor.A . 

(^. (By Mr. I’mi.l.irs.) Can you give any reason A\hy the lailroads pay more heed 
to the decisions of the State boards than they do to the national boards il— A. There is 
a smaller volume of bu.siness, probably, alVectcd by the purely local State boards, 
and then there is a closer intimacy between the management of railroads and the 
State hoards. A sort of everyday, uoighhorly relation obtains The managers of 
the railroads are very well acajnaiuted Avith all the commissioners along the lines of 
the roads in the various States. Their work in (he States comes very near to eorre- 
sponding with the wishes of those commissions. It alhiNs dissatisfaction, although 
they have had some pretty fierce discussion. 

Q. Do they not fear adverse legislation from the States more than they do from 
Congress?— A. 'I’hat is speculative. Fossilily that may he iriie. 

(J. (By Mr. C. J. Hauuis.) Is it not a good deal of a fact that the State lailroad 
commissions in many instances have the didinite power to change and regulate 
rates?— A. That is my impression. I am not tecTinieally familiar Avith all the State 
laws, but it is my impression that that ])ower exists in some, of the States. 

(J. (By Mr. Riplky.) The railroads have ilefended their action in most eases in 
making rates by saying that a reduction of rates in th<^ interest of shippers Avould 
follow from what they call enlightened self-interest. Applying that to this ])articn- 
lar case, does there seem to bo any prospect of opening a Avay into the South from 
Western manufacturing centers by the voluntary action of the roads ?— A. I believe 
that will have some inlluence, as intelligence works its Avay through the brains of 
the railroad meu. 

Q. Is there not, however, a certain obstacle toward itetiou in that Avay by a single 
road because of these several agreements Avhich ovist between all the roads operat- 
ing in that territory, so that no one of them will take any action until it has been 
agreed to by the others? — A. Well, it is cnstonuiry to take joint action, and it is 
very difficult to secure joint action that involves any particular change looking to 
the reduction of rates unless it carries some decided advantage to the carrier with 
it. It is hardly worth Avhile to go before these boards, or commissioners, or commit- 
tees, with any change unless yon can establish a feature of advantage to all tho 
railroads. 

Q. For instance, is it within the power of the Louisville and Nashville or the 
Queen and Crescent route to reduce rates from Cincinnati and Louisville into the 
Southern territory?— A. They have the power, but they do not consider it expedi- 
ent. They naturally fear the consequences of independent action, becauso they all 
admit the necessity of acting together. That is the mistake with a number of indi- 
vidual officers. Tho officers of individual lines have recognized the unfairness of 
this adjustment, on evidence before the Interstate Commerce Commission. They 
recognized the unfairness of this adjustment, but said they did not dare to disturb it 
lest they would precipitate a rate war. That is their excuse for not doing justice— 
that their other interests would threaten their revenues in other directions if they 
did what they considered to be common justice in this particular regard. 

Q. Is this, then, the situation, ae far as' the railroads are concerned —that the lines 
into the South from Western centers hesitate to grant what they might consider to 
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be in their dwu interest by reason of the opposition of the lines in the South on the 
eastern half of the Southern territory ?— A. That is probably the controlling 
influence. 

Q. Is it not true, on the other liand, that some of the lines into the South— into 
the eastern hal f of this territory— are hampered in granting certain reductions which 
they might otherwise make hy virtue of the opposition of the roads into the South 
from the West'?— A. Yes; each one follows the other when they do not want to doit. 

Q. The point I would like to bring before you and ask you to discuss, then, is 
whether this balance of interest as between Eastern and Western roads does not 
prevent substantial justice by any one of them?— A. That is practically the efiFcctof 
the situatiou. 

Q. Is it a situation peculiar to that part of the United States?— A. I think it is— 
I believe it is. I do not know of any glaring instances of injustice maintained by 
any system of railroads that begins to compare with this system of unjust tariff 
from the Ohio Kiver to the interior Souii, and 1 do not know of any case where the 
complaint has bo(‘n clearly defined and supported, and has been so conspicuously 
ignored, as it has in this territory; and I attribute it to the fact that there are a 
very few dominant interests governing the transportation of the South, and that the 
dominant interests are ])retty close together in their determination to protect each 
other in order to protect themselves; that is, I have reason to believe that a few 
prominent capitalists own the larger jiroportion of the stock in all of these organi- 
zations that do business in the South, both steamboats and railroads, and that they 
have agreed, not in writing probably, but yiractically among themselves, that they 
won’t hurt each other. 

Q. Do you see any tendencies at work in the nature of actual consolidations or 
leases, or reported unanimity of control, which promise any relief? In other words, 
will the consolidation of those roads still further enable the conflicting interests— 
the Easti'ru and Western lines into the South— to be reconciled?— A. Yes; I believe 
it will. As to whether it will result in relieving these sjiecific difficulties or not I 
am unable to express an opinion, but the conflict of interests will bo minimized in 
the near future by combination. 

Q. Has Loui.svillo been a party to the complaiuts before the Interstate Commerce 
Commission? — A. No. 

Q. Are there any other points along the river that have taken issue with Cincin- 
nati? — A. With this construction of rates, you mean? 

Q. Yes. A. both Louisville and St. Louis were offered an opportunity. They were 
afraid of their local roads, afraid to enter into any combination. Chicago and Cin- 
cinnati came together and employed counsel, hut the people who had that sort of 
business in charge in Tauiisville and 8t. Louis asked to he excused, saying that they 
wove too closely in the power of their local roails to take an antagonistic position of 
that kind. 

Q. Chicago, however, did join issue with Cincinnati?— A. Chicago joined with 
Cincinnati, 

Q. Did thcrii seem to be any tendency ou the part of Louisville and St. Louis to 
stand together as ojiposed to Chicago and Cincinnati? — A. I think they lacked 
cohe.siou, they lacked organization. The shippers at these points into the South did 
not organize or do anything in one way or the other. 

Q. Docs Louisville have any particular advantage over Cincinnati hy reason of 
the adjustment of tariff on the Louisville and Nashville Kailroad as against Cincin- 
nati?— A. That fact is constantly asserted by shipjiers, but they have never been 
able to prove it with sufficient clearness to make a complaint. 

Q. Is there a feeling on the ]>art of shippers that Nashville also enjoys peculiar 
advantages in the distributive jobbing business as against Cincinnati!— A, It is 
known that Nashvilh; is the recipient of a great many favors not accorded to any other 
inland city. It is not a mattiT of very great significance, hut certain trades are so 
affected by it that they have cstablisheil their warehouses in Nashville rather than 
fight it. I know some pretty large manufacturers who have warehouses in Nash- 
ville, and everybody gets the benefit of those preferences. 

Q. (By Mr. Farquiiau.) Is there not a reason why Nashville should receive the 
discriminations on account of both the rail and water rates?— A. That is the reason. 

Q. (By Mr. Kipley.) Was not the Cincinnati Southern road built by the city of 
Cincinnati as a public enterprise?— A. Yes. 

Q. And for what reason?— A. To bring Cincinnati into strategic touch with the 
South, independent of the passage through Louisville. 

Q. Is there not a proposition pending for the lease of this Cincinnati Southern 
Railroad to the Southern system?- A. No. 

Q. Or is there not a proposition for purchase?— A. No. 

Q. Is there not a proposition of some kind now pending with a view to the absorp- 
tion of this line, or of a part of that line leading from Cincinnati to some miles 
South?— A. No. There is a proposition to extend the lease of the Cincinnati South- 
ern Railroad, which is now held by an independent organization known as the C., N. 
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0. aud T. r. Railroad Company, a corporation organized under the laws of Ohio 
for the purpose of leasing that roa<l, and the proposition is to extend that lease for 
65 years. That ])ropo8ition is being very favorably considered by the majority of 
people in interest. It is a mistake to think that that is the act of the Southern 
Railway or necessarily involves absorption by the Southern Railway. Unless some- 
thing more definite is developed than has yet been made of record, the relations ot 
the Cincinnati Southern Railway will not be changed by this extension of the lease 
irom what they are now. The'C., N. 0. aud T. P. Railway has had control of the 
road for 20 years, and the extension of it for 65 years to tlie same company under 
modified terms is all that is practically or ofliicially developed. The impression is 
industriously circulated in Cincinnati and elsewhere that the outcome of this will 
be the control of the road by the Southern Railway system. If that could be assured 
to the people of Cincinnati, I think there would be very little difliculty in securing 
the extension; Imt that fact is very carefully guarded in all negotiations. Mr. 
Spencer is president of the Southern Railway, andalso president of the C,, N, 0. and 
T. P. Railway. The trustees of the property have never received a proposition from 
Mr. Spencer as presidimt of the Southern Railway. Everything he has otfered has 
been as president of the C., N. 0. and T. 1*. Railway. Now, that distinction is quite 
clear, (piite practical, quite confined, and yet it does not exist in the minds of half 
the intelligent people of this country who lamsider the subject. 

Q. (By Mr. C. J. Hauris.) What is the C., N. 0. and T. P. Railway?— A. Cincin- 
nati, New Orleans and Texas Pacific Railway Company, a corporation under the laws 
of Ohio. The majority of its stock, nearly 80 per <‘eni, is held by the Southwestern 
Investment Security Company. That is a coiiqiany organized under the laws of New 
.lersey to trade in Southern seeuritios. Now, then, the stock of that Southern Security 
Company in turn is owned partly by a syndicate known as theC., H. and 1 ». syndicate; 
partly by the syndicate known as the Alabama Oreat Southern Junction Railway 
Company, Limited, which is a London company; partly by the New Orleans and 
Northeastern, or lines that are known as the Flower linos. 

Q. (By Mr. Ripley.) Would you mind indicating on the map where it runs? — A. 
There are no maps. It is on paper. The South estern Security Com pany was organ- 
ized by Ferdinand Ward and was one of the enoimous imnipanies organized to specu- 
late in general securities, buy and sell, and they have gotten into their treasury about 
75 or 80 per cent of the stock of the C., N. O. "and 'P. P. Ry. Co., and have hypothe- 
cated it to secure an issue of bonds. The Southern Railway owns a majority of the 
stock of the Southwestern Security Company, and the South we.storn Security Com- 
liauy controls the C., N. O. and '1\ P. Through that instrumentality the Southern 
has dominant infineuco in the councils of the C., N. (). and T. P. Ry. Co. It dictates 
its policy without being respeiisible lor its debts or its transactions. 

Q. (By Mr. Farquiiah.) How mindi money did the city of Ciueinuati put into this 
road?— A. The original sum was eighteen million six hundred and some odd thou- 
sand dollars, and they have borrowed money to pay deficiencies in interest. There 
were eighteen million six hundred and .some odd thousand dollars of city bonds 
issued, and the pioceeds of those bonds was put into the road. The city has been 
carrying those bonds, the road has been paying a ]>art of the interest, and the city 
the rest, so that the road stands the city an outlay of about $30, 0(K),000 cash, while its 
income is i rental of $l,0i)0,000 a year. If the bonds which are about to expire can 
be lefunded at current rates of iuWest the city, instead of having a deficiency in its 
income, will ^ are a surplus. Hence a great many of the citizens of Cincinnati are 
very much in favor of perpetuating this lease on practically little better terms than 
they have to-day for 65 years, because their old issue of bonds will expire within 
a few years, They can borrow money at a little less than 3 per cent right here, 
and have an income from the road, and if it is leased I think the lease will be 
extended on those terms, on account of the excellent financial condition in which 
it will leave the city. 

Q. Suppose that the road is leased, then, for the 65 years, what opportunities of 
absorption by the Southern system or any other system is there? — A. There is a 
clause in the proposed lease which is said to look to this absorption by the Southern 
road. It reads, ‘‘ The right to sublet this property to any other than the Southern 
railway is denied.” It is not a positive right to sublet to the Southern railway, but 
there is a limitation in the lease preventing their transferring the lease to any other 
road. 

Q. But the suhlef/ting relates entirely to the mileage?— A. That is all. 

Q. It does not relate to the ownership of the bonded condition at all?— A, The 
ownership will never he, absorbed. The city of Cincinnati will never sell that road. 
The absolute ownership will probably never bo changed, within the terms of this 
lease, at least. 

Q. (By Mr. Ripley.) Will that absolute ownership, however, amount to any- 
thing?— A. You understand that 1 think that it won’t sell. Of course we can’t tell 
what it will decide to do in 40 or 50 years. Possibly legislation in Ohio, Kentucky, 
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and Tennessee will allow the city of Cincinnati to pass the title of the property to 
anybody whom it may choose, but it would be subject to these laws. The main 
thin£[ to be accomplished to-day is to lease tho property upon a long rental and give 
the city an income. 

Q. You say in that lease there is only the clause of subletting, which seems to 
indicate the possibility of selling the system?— A. Yes; that is the interpretation 
that the hopeful put on it. It opens the door for the Southern Railway ultimately 
to absorb the control of the management of that road. ' 

Q. On tho basis of earnings, so far as you know them, would tho terms of this 
lease seem to be favorable to the future of the road?— A. Very. 

Q. As well as to the city?— A. Yes. 

Q. Are there any clauses in that lease which guarantee to Cincinnati favorable 
treatment?— A. The fighting to-day is over that clause, how to express it, howto 
get it in there. There is a clause in the present lease which is very general, so 
general that it is insignificant and has been ignored, in which it is said that the 
lessee company shall not, under any circumstances^ discriminate against the citi- 
zens of Cincinnati, or Kentucky, or Tennessee, but that is all it says. There is no 
penalty provided to secure its enforcement, and it is so general that it has amounted 
to nothing. Now in renewing or extending the lease the shippers are interested in 
having some declaration of pmicy, and are quite anxious to nave the lessee declare 
and enforce a policy of protection according to their geographical situation and 
rights. They endeavored to insert a clause in this lease, and there the fight is §oing 
on just now. There are organizations in Cincinnati that will oppose the confirma- 
tion of the lease unless that clause is made very definite. There are a great many 
other interests in Cincinnati which believe that tho numerous advantages that 
obtain from the lease are sufficient without forcing that, and therefore Cincinnati 
is not a unit in determining what will happen. 

Q. The Southern road has been one of those against which Cincinnati has com- 
plained?— A. Yes. 

Q. In this case before the Interstate Commerce Commission?— A. Yes; the Cin- 
cinnati Southern Railroad having been leased to foreign control has been controlled 
by the policy that has ignored the territorial advantage that Cincinnati claims she 
should have through its construction. We are powerless to affect the situation with- 
out going into a rate war with other roads that would be fatal, and there the 
controversy has begun and ended time and again. 

Q. Now, suppose all those roads of the South whose opposition to one another pre- 
vents an equitable adjustment into the South from Eastern and Western centers 
came together into a single consolidation, or were owned by the same persons, would 
there or would there not be a greater possibility of eliminating rate wars and of 
adjusting the rates in every direction than there is now?— A. That could bo made 
possible, naturally, by absolute control. The doing, of right, would be within reach 
and there would be no excuse, growing out of the competition of others, to offer. 
But then comes the old q uestiou again. THe securing of equitable rates for Cincinnati 
depends on investment by the railway interests. The Southern is controlled in 
Cincinnati by other interests which are dependent upon the prosperity of the 
Eastern territory for their income. 

Q. Have you any knowledge other than the press reports of a possible absorp- 
tion of the Louisville and Nashville by the Pennsylvania Railroad Company?— A. 
None whatever. 

Q. What would be the effect of such an absorption, either by lease or purchase, 
upon the interest of Cincinnati ? — A. I do not feel able to answer that question. I 
do not apprehend any particular change one way or the other. We have the Penn- 
sylvania Railroad interests all around us in Cincinnati and they are quite acceptable, 
and we have the influence of the Louisville and Nashville Railroad in the other 
direction. ITieir interests in Cincinnati are growing constantly, so that their ser- 
vice is being improved and, aside from their blindness to our rights in the way of 
relative adjustment, they are a very favorable adjunct to Cincinnati commercial 
prosperitv. A consolidation of those two great systems, therefore, with the aver- 
age intelligence that controls them both, should not cause any great degree of alarm, 
in my opinion. 

Q. Have you any knowledge of any negotiations leading to the connection by 
lease or purchase or common control of the Southern Railway with the Cincinnati, 
Hamilton and Dayton, or other roads leading from the Ohio gateways north to 
Chicago?— A. None whatever. 

Q. You mentioned sometime ago the adjustment of rates from St. Louis into the 
Southern States as compared with Cincinnati. Is there any ^ound of complaint 
there?— A. There has been very serious complaint by the shippers of grain from 
Cincinnati against the policy adopted in St. Louis, and from St. Louis to the South, 
whereby competition by way of Memphis from the grain fields of the West is made 
tiirough St. Louis, but is not made through Cincinnati. For example, for a time the 
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rate applied from St. Louis to Southern territory on business comiu/^ from the Kan- 
sas grain fields in competition with the Kansas City, Memphis and Birraingliam road 
was only 1 cent higher than the rate from Cincinnati and the roads from St. Louis to 
Cincinnati asked 7 cents for bringing grain from St. Louis to Cincinnati. The roads 
South would have been compelled to cut their rates about 6 cents a hundred pounds 
in order to equalize totals. This they refused to do, and that had the effect of erecting 
a barrier against the passage of any grain from points west or north of Cincinnati 
through Cincinnati, and the South gave the market to St. Louis and Western mer- 
chants. 

Q. Is there any remedy available?— A. The only remedy is the consent of the 
roads to adopt in their practice the ordinary practice of longer- lines, that of making 
the totals between any two points the same, and distributing them among them- 
selves as they may deem equitable and just. 

Q. In this case, as in the other tliat you mentioned, would the shippers of Cincin- 
nati, do you think, be inclined to resort to a tribunal which had full power to pre- 
scribe or to regulate rates in such cases?— A. I would not advise them to— could not 
advise them to. 

Q. Have you knowledge of any other complaints which would bo laid before such 
tribunal if its powers were full and complete ?— A. Not at this moment. There is no 
telling what might develop if the tribunal existed. 

Q. (By Mr. Farquhar.) You said in your testimony that natural advantages pos- 
sessed by one business center might have to be measurably sacrificed in making np 
those railroad rates for a section for the benefit of a place with less natural advan- 
tages. Do you think there is any equity in that? — A. I think you misunderstand 
what I said. Each locality competing with others in a common market is entitled 
to reasonable and just rates at the hands of the carriers serving it, and to the ben- 
efit of all its natural advantages, and no departure from the rule requiring rates in 
all cases to be reasonable in themselves can be justified on the ground that it is nec- 
essary in order to maintain existing trade relations, or “to protect competing mar- 
kets,” or to “equalize commercial conditions,” or to secure to carriers traffic from 
certain territory assumed to be exclusively theirs. 

Q. What is your notion as a railroad man in respect to a proposition of that kind f— 
A. When I was a railroad man I studied the immediate interest of railroads. If you 
could get a thing through it was all right. 

A. Was the policy of the Louisville and Nashville at that time to the advantage 
of Nashville or other places and to the disadvantage of any places just as good on 
that line in cases where your directors had no interest in the landed property ?--A. 

I do not think that I am (juite prepared to deal intelligently with that proposition. 
That is a matter of ancient history. Wo were very crude railroad men in those days. 

Q. Is it not pretty generally known that the system in the South has tended to 
build up sectionalism there? That is, were not geographic zones of influence built 
up to the advantage of certain great corporations?— A. There ha.s been too much 
paternalism practiced by the railrojids. I do not think the railroads have got any 
right to assume paternal functions over any city, locality, or individual. That is 
the basis of the Interstate Commerce Commission and the spirit of it. It was to 
break down practices of that kind that that law was brought into existence. Those 
practices prevail to a greater extent, maybe, in the far West than they do in the 
South. 

Q. Have you any knowledge yourself as to whether the groat importation of 
goods into the South is not entirely from the Northeast and the ports of the Atlantic 
and other distributing points instead of from Cincinnati or from the Northwest?— A. 
The Northwest and the immediate North .are gaining on that business all the time, 
but they are gaining in spite of discriminations in favor of the Northeast. 

Q. Do you think it would be the railroad policy of the Eastern association to make 
lower rates to admit these Eastern goods into the South than they would make to the 
Western men?— A. They have always done it. 

Q. Will you call it self-interest or an mducement of trade, or what?— A. Well, my 
theory would be that there has been a large capitalistic ownership in the case of 
steamship lines, and that they make a great deal more money carrying business from 
the Eastern seaboard into the South than they would if the railroads carried it from 
the West. 

Q. (By Mr. Phillips.) When you were connected with the railroad system was 
discrimination quite common against shippers?— A. Yes; it was. 

Q. And to the injury of the large shippers ver^ frequently?— A. The large ship- 
pers generally had the advantage over the little fellows. 

Q. Were there many people who lost their fortunes and their interests largely by 
discrimination of railroads ?— A. Yes; there were. There were more losses of that 
kind, more people driven out of business through the help extended by the railroads 
to the favored shippers in those days than there are now. 

Q. Well, what is your view about discrimination now— your observation? Is it 
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extensive yet f— A. Yes; it is extensive yet. The public has no idea of its extent, 
and I would not be in position to define its extent. I know it now rather from 
hearsay, but 1 used to know it from contact with the business. I still know from 
hearsay, but it doesn’t amount to evidence; many other people know it, and you 
know it, so I am making no disclosure. 

Q. What form does discrimination generally take now, from your best informa- 
tion f—A. Well, take the combinations of heavy shippers who have cars of their 
own. There are quite a number of them who own their own tuinipment, and the 
rental that they are able to command for the use of those cars is a veritable feast. 
It is a very ingenious way of aftecting competition, and it has the eftect of driving 
out of business the firms who don’t see fit to own cars of their own, and has the 
effect of forcing firms and corporations who did not want to own to buy them or 
lease them. That is only one eftect. There are others, probably. 

Q. Have you any other! — A. I do not think of any other. That is one of the most 
clear. 

Q. What effect, if any, in your judgment, has the Pullman Palace Car Company 
had upon the railroads generally? — A. I think that the facilities it has ottered nave 
been the most valuable of all iUcilities furnished to railroads from the outside, and 
probably the most equitable and the most ilefensible, and I believe that the Pullman 
Palace Company’s management has enabled the railroad companies to aft'ord to the 
public better service than could have been maintained by any other system. The 
merging of all the other lines into the Pullman Palace CarConijiany has been simply 
the survival of the fittest. The most powerful of the railroads have attempted to 
ffirnisli that sort of service of their own, and it has proved a failure. 

Q. (By Mr. Kiplky.) The policy of the roads operating in the South, with which 
I understand you are somewhat familiar, dillers, does it not, in respect to maintain- 
ing the rates at a perfect equality for all shippers? — A. Yes ; 1 believe that the pub- 
lished rates have been better maintained m the Southern territory m the last 20 
years than in any other territory in the United States. Thcue have been fewer 
glaring breaks. There was, I remember, at one time a concession made from New 
York for the season to all Southern States of about .50 per cent of the tan ft rate, by 
which means they took the entire spring business of the Southwest from the jobbers 
of the West. That was followed by a cut of rates, when it was too late,, by the 
Western lines. They healed that difference up within a few months, and 1 have not 
heard of any siuh outbreak since, but those outbreaks have been constantly 
occurring in other directions. 

Q. Now, proceeding to the discussion of the long and short haul clause, and the 
nature of water competition in the Southern States, will you make any general 
statement about that?— A. Well, my statement is more a matter of judgment and 
observation. I believe the prosperity of the Southern States has been largely 
depressed and impeded and delated by the false ])rinciple of ignoring the long and 
short haul principle. I believe that the development cf tlie entire country and the 
development of the railroad business has been palsied by a princiiile to which the 
roads in the South have adhered alter it was abandoned by all the other roads in 
the universe. The great railroad systems of the country rarely have any trouble 
over the long and short haul clause. All the contention is centered on that clause, 
as far as I know, in the Southern territory, and it all centers arouml the idea that 
they have got to make a low rate to meet water competition, and then add a local 
back to the interior and keep all the interior country which is without water com- 
petition checked up to high rates to give advantages toiau tam towns, whether they 
have commercial merit or not, that hajipen to be situated on a railway, creek, or 
canal. Any old thing serves the purpose of reducing rates on water competition if 
they want to reduce them. They can ignore it in nine cases out of ten just as suc- 
cessfully as they can maintain freight rates at other points. That policy has main- 
tained higher rates to interior points all through the South and has boon a barrier 
to Southern progress. That is my opinion. 

Q. Has not the Louisville and Nashville Railroad been prominently identified 
with the opposition to the long and short haul clause? — A. It is the policy of the 
Louisville and Nashville Railroad that I have referred to. 

Q. Was that policy in force before the enactment of the interstate-commerce act?— 
A. Oh, yes; it was an ancient custom all over this country. Most of the roads got 
well out of it long ago. 

Q. You were familiar with its operation, then, at the time you were a traffic oSi- 
cial of that road?— A, Yes; that principle was the principle in the beginning 

Q. So that you speak from personal knowledge of the situation as a tniffic offi- 
cial f_ A. Yes; 1 have observed the development of those roads in the last 35 years. 

Q. Have any changes taken place in the nature of competition between waterways 
and railways which would affect this proposition?— A. Very serious changes. When 
the Louisville and Nashville Railway opened the business after the war to Nashville, 
water competition was the real thing from Cincinnati and Louisville. The boats 
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were plying constantly, and we bad to meet that question every day. To-day it is a 
very rare thiii}; that a boat loads with freight from Cincinnati to Kashville, Tenn., 
and yet the rates are made from Cincinnati to Nashville based on old river compe- 
tition. The river itself has lost its prestige as a river, and is drying up. Unless 
it is improved it will soon bo a highway instead of a waterway. 

Q. It has not been drying up the last month or sof— A. That does not help navi- 
gation. Navigation is conducted under greater difficulties than usual. As a matter 
of fact, Ohio River 8hij)idng has lost its existence, with the exception of the trans- 
portation of very heavy commodities. In very lieavy commodities it still carries 
a greater tonnage than any river in the country, but I discriminate between that 
and ordinary merchandiHo, commercial shipping. It is not probable that any system 
of railway transportion could ever deprive the Ohio River of its immense tonnage 
in the coal trade. It would be useless to attempt it. It is increasing constantly, 
but there is no shipping now of sugar or molasses. You would think you could get 
a much better rate from Cincinnati to Nashvilh' by boat than by rail. Take a good 
whaleback steamboat rate to-day, and as you go into the higher commodities insur- 
ance militates to increase the rates. The excuse of river competition is used to 
depress rates to a point like Mashville, and the rates to the surrounding country 
are made higher by adding locals to them. The effect of that river competition is 
not so api)arent as it was. When the principle was first inaugurated we had to 
make rates every day to beat the boats. There is no necessity for that.now, 

Q. Is it true that the basing point system to which you have already referred is in 
a way a derivation from the long and short haul system of making rates?-— A. It is 
a successor to it, but a railroad crossing became a couqieting point, to which lower 
rates were made than to the locals on (‘ach side. 

Q. Do you mean, then, that beginning with the theory that rates must be reduced 
where there was competition between water and rail, they extended that principle 
to the reduction of rates at points wheie two railroads cross?— A. Yes. 

Q. Have you observed at any time any evil effects from the system?— A. Yes; it is 
evil in my opinion; evil to the railroads and evil to the people. It often prevents 
and has prevented the establishment of industries at more eligible points ujion a 
railroad bi'cause they could not get rates to that point that they could get at the 
crossing. A great many enlightened railroad managers recognized that all through 
Pennsylvania, New England, Ohio, Indiana, and Illinois, and liroke it down because 
of this argument: “If this man locates his industry 10 miles from the crossing that 
husiness belongs to us, and wo had better carry it at the crossing rate than to put it 
in jeopardy.” And they scattered industries all along the lines of the roads and 
it macle them rich, 'riie Pennsylvania Railroad is one system that has done this 
and has scattered indiistiies from one eml of the roail to the other. A man doesn't 
have to own a coruor lot at a crossing in order to get docent rates. But you go on 
the other side of the river, and you have gnt to go 1o Danville Junction or some place 
to get a basing point, or to Louisville, or to Bowling Green or some crossing. The 
Cincinnati Southern never debated that (luestion, and there has never been any 
conflict with the long and shoi t haul clause. ... t • -n 

Q. How arc they enabled to operate in practical competition with the Louisville 
and Nashville, one road adopting the long and short haul clause and the other oppos- 
ing it every time? — A. Well, they build up their country; the Louisville and Nash- 
ville does not. 

Q. (By Mr. Phillips.) I would like to recur to one matter in regard to discrimi- 
nation which seems to bo quite general yet. Have you any remedial legislation to 
suggestalong that line— any remedial legislation to prevent discrimination?— A. No; 
I am afraid that is beyond the reach of legislation. It has its root in the selfishnesa 
and ability of men to accomplish those things. I do not believe legislation can reach 
it. Possibly consolidation can roach it; possibly if Rockefeller gets more railroad 
stocks than Standard Oil stock he won’t want the railroads to make rebates to the 
Standard Oil Company, , . , xv 

Q. A great evil, you admit, exists in discrimination, and yet you think there can 
not be any efiective legislation passed to meet that?— A. I may be alone in my opin- 
ion. That is my opinion. There is ample legislation to reach all those people, but 
it is the instruments you want— the men, the moral force behind the guns. You have 
got plenty of legislation to reach all those things, but there is not the determination 
on the part of tlie courts or the people to enforce these things. Human nature is 
human nature. We have got lots ol good laws that are dead letters, you know, 
because the people don't want thi'm enforced. 

Q (By Mr. Ripley.) Do we understand that in your judgment the Interstate 
Commerce Commission has power sufficient to secure many of these results, but that 
the difficulty comes more in the disposition than in the law itself?— A. That is my 
candid conviction after about 10 years of ililigent effort to use the interstate com- 
merce law for the protection of the people. There is an apathy among the people 
which is just about as great an obstacle to its enforcement as any defect in the law. 



^^8 rmmrsuL Goma8sro8!-8BlMWSi^'^^^- 

I have been an officer of organizations seeking to get protection through the Inter- 
state Commerce Commissioa during^ the last 10 years, and my observation is that the 
indifference of the people is more of an obstacle. A goiitleman asked me a moment 
ago why we didn’t reinstate our case before the court. It is because our people are 
indifferent. 

Q. (By Mr. Phillips.) You think the fault is more with the courts than with the 
Interstate Commerce Commission f — A. I do not like to say there is any fault in our 
courts. I believe the root of the evil in this country is that the people are not alive 
to the necessity of this thing. The courts will follow pretty nearly the impulses and 
requirements of public opinion. 

Q. Would you be in favor of giving the Interstate Commerce Commission authority 
to enforce their decisions until they are repealed by the court? That is, to make 
them binding or mandatory until the court finally decides?— A. I have always felt 
that it would be right that the decision should take the same course as the decision 
of any other tribunal ; that it should be mandatory unless the party against whom it 
is rendered takes an appeal and gives bond. That makes it effective from the time 
it is given, and suspended under bond as any other decision is suspended under bond. 
I do not believe in making flesh of one and fish of another. I do not believe in a 
different practice before the Interstate Commerce Commission from what obtains 
before any other court. A man gets a decision before the Interstate Commerce Com- 
mission and ^hen he has to sue to get that enforced instead of letting the other fel- 
low appeal. That is one of the most radical defects in the practice of that body. 

Q. (By Mr. Ripley.) 1 was going to ask next for your views upon the question of 
classification and the enforcement of a uniform classification for the country at 
large.— A. I consider that a very important commercial question and one that 1 have 
been interested in for a great many years, the reducing to uniformity as far as pos- 
sible the practice of the railroads in classifying freight. It can not be absolutely 
done; it can only be done approximately; but a uniform classification could be 
declared as the standard and put into cfl‘e<^t at a given time. At the same time 
provision should be made for such flexibility as commercial circumstances would 
require, subject to investigation. That is, the commission or whatever other body 
had power over the administration of that classification should have the right to 
make modifications upon proper representations, and that should be the standard, in 
the absence of any ruling to the contrary. That would give us a basis of uniformity 
throughout the entire country and would at the same time afford relief against 
inflexibility. I do not think transportation rates can with safety be absolutely 
inflexible all over this country. 

Q. Does Cincinnati, lying on the boundary between two peat classification terri- 
tories, sufter from the lack of uniformity in classification?— A. Yes; it is a practi- 
cal inconvenience. In making business calculations shippers must take into con- 
sideration all the time what territory they are shipping into and what classification 

g overns. If they are shipping into Southern territory, one classification has got to 
e arranged for; if into Western territory, another. The official territorv is their 
immediate natural classification, and the Cincinnati merchant, therefore, has prac- 
tically at all times to deal with at least 3 classifications, 

Q. Uo you see any possible resource in intrusting a peater measure of power over 
classification to the Interstate Commerce Commission?— A. None whatever. 

Q. You would favor the right of appeal however?— A. Always. 

Q. To such a body? — A. Oh, yes. 1 intended that it should be understood in 
respect to all my remarks in regard to the practice before the commission that the 
inalienable right of appeal should not be withheld from anybody. 

Q. Do you recognize any distinction between the power to prescribe and promul- 
pte rates, as conferred upon the Interstate Commerce Commission, and the power 
to approve of those rates when promulgated iu the first instance by the railroads?— 
A. Yes. The power to approve of the rates in the first instance by the commission 
or the responsibility of approving of them would be demanding more than any com- 
mission would be capable of doing, and would be placing upon the commission a 
burden of responsibility that wouul bo unwise and useless. The proper order of 
procedure, in mv opinion, would be that every railroad should accept the responsi- 
bility of promulgating its rates and should have the right to enforce those rates 
until they were proved to be wrong, the burden of attacking them being upon the 
party who originates the proceedings against them. It is fair to suppose that rail- 
road managers are honest and intend to make an equitable tariff in the first instance, 
but they are liable to error, and the demonstration of that error should not be made 
before themselves. I object to the principle of their deciding upon their own errors, 
and that is the only resort we have at present. Last winter the railroad companies, 
by one announcement, advanced rates throughout this country from 25 to 50 per 
cent on about 30 per cent of the commodities that were shipped, levying an addi- 
tional tax upon the people by a stroke of the pen of several millions of dollars, and 
they knew it. Now, a great many of those changes were not resisted by the parties 
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to whom they applied. The. greater proportion of the changes stood; bnt in some 
instances it worked absolute oppression, prohibition, and destruction of business; 
and the decision as to whether those rates should stand or not rested only with the 
railroads who made them. An appeal to the Interstate Commerce Commission only 
drew forth an opinion, and when that opinion was carried to the oflScers of the 
Government, the officers would not act upon it. Therefore, there was no tribunal 
except the parties themselves before which that matter could be brought. It was 
brought before them and a considerable modification was accomplished, which proves 
that the rates were not perfect. There are some of those changes that are still sub- 
ject to litigation. Now, if the Interstate Commerce Commission or the representa- 
tives of the Government had had the right to suspend those changes until they were 
justified, the burden would not have been placed upon the manufacturers. There 
were instances whore the entire profit of a business, built up after 11 or 12 years' 
effort, was absorbed by a stroke of the pen in a change of tlio classification of the 
output, and there were many instances where a large proportion of the profit was 
absorbed. Now, that ia wrong. 

Q. (By Mr. A. L. Harris.) I do not know whether I understand the witness with 
regard to the remedies which he would suggest for this condition that he has just 
spoken of. Is the remedy sufficient now with the courts?— A. No; it is a very long 
remedy to go before the courts. 1 know of one case that we j)repared for the courts, 
and the preparation of that for the courts is costing the parties really more than is 
involved, 

Q. Has the Interstate Commerce Commission at this time sufficient power of juris- 
diction in a <iuc8tion of that kind?— A. They disclaim any power. They gave an 
opinion adverse to many of the changes but they disclaim the power to act. 

Q. Now, suppose we go back to the powerto approve rates. Would not that carry 
a little more powerto the Interstate Commerce Commission in regard to the approval 
of therates upon complaint? — A. That would be an endless task. There is no commis- 
sion in the world that could go over a tariff and approve it. I'lie man who made the 
tariff had probably an intelligeut impulse in his mind when ho made each ad^just- 
ment. If you are passing in review my work, you have got either to absorb from 
me by some magical process my methods of thought or else you have got to ignore 
them, and you are liable to make very grave mistakes in passing in review my work. 
If I am an expert and I do that ^^o^k subject to your criticism, you stand ready on 
receipt of a practical complaint to make me justify my work in one jiarticular 
instance or in a dozen particular instances. That is a simple process and you are 
judicial and you can do that. But when I hand you this document and I require 
you to approve this and you take the responsibility off’ my hands, you take a responsi- 
bility you are not able to handle. 

Q. As I understand, the present condition of the Interstate Commerce Commission 
is that even if it finds that a rate is unreasonable, its work is at an end there. It 
may make an order but that is all there is of it?— A. Oh, no; they are charged with 
the duty of summoning the district attorney to bring a suit to enforce that order. 
Then it goes before the court. It is a most lop-sided way of getting at justice. 
Your court of first resort decides the thing, and then you have got to become the 
prosecutor and the defender and the proponent of your own decision before another 
court instead of sitting still and letting it bo appealed against you and the appeal 
justified. 

Q. Du the railroad companies or the company complained against make any defense 
before the Interstate Commerce Commission, as a rule?— A, They do now; they did 
not at first. They make a vigorous defense now because the courts have made one 
or two orders excluding them or making them justify very clearly any effort to take 
further testimony. The first practice, you remember, was that they were not 
required to produce any testimony until they got into court and the court had the 
whole thing de novo. 

Q. Would you make the finding of the Interstate Commerce Commission prima 
facie evidence in the court above or court of appeals?— A, It is made so by the law 
now, is it not? The evidence is prima facie. Yes, 1 would make the finding prima 
facie, and let the burden rest on the other side. 

Q. Yes; then would you have a provision in the law to advance those cases upon 
the docket?— A. That is already there, is it not? 

Q. Already in the law f— A. I think so. 

Q. I was under the impression that it was not, for the reason that there were snch 
long delays in the courts. —A. The courts have been very good in advancing cases. 
After they come before the courts, the courts have been very good about advancing 
them, as far as that is concerned. 

Q, I had in mind a case that was just decided the other day in the Supremo Court 
on the long and short haul, between the Board of Trade of Chattanooga and the 
Eastern Tennessee and Georgia Railroad. That was stated in the papers at the time 
to have been 8 years from the time the complaint was filed.— A. Yes; in a general 
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way I have been cognizant of the progress of that case and I admit I was very much 
surprised at its coming up at this time. It is rather a matter of surprise to all who 
have been watching that case. 

Q. Did not the Board of Trade at Cincinnati recommend the passage of the Cullom 
bill, or some bill carrying the provi.sion8 of the Cullom bill?— A. Yes. 

Q. Have many of those recommendations, do you know, gone to Congress in favor 
of the enlargement of the powers of the Interstate Commerce Commission? — A. .Yes; 
I think a large volume ot them. 

Q. Do you feel that the most important matter would bo the one in regard to mak- 
ing the railroad or the claimant, wliichever it may be, take an appeal the same as 
is done in any court?— A. I believe that is Jiiost important. 

Testimony closed. 


Washington, D. C., May 18^ 1901. 

TESTIMONY OE MR. OSBORNE HOWES, 

Secreta7'y Boston l)oard of fin' underwi'iters. 

Tho commisaion met at 10.55 a. m., Chairman Kyle pre.siding. At 2.15 p. m. 
Mr. Osborne Howes, secretary Boston Board of Fire Underwriters, appeared as a 
witness, and, being duly sworn, testified as follows; 

(By Senator Kyle.) Will you give your name, addres.s. and business?— A. 
Osborne Howes; No*. 55 Kilby street, Boston; secretary of the Boston Board of 
Fire Underwriters. 

Q. Have you a prepared article?— A. I have not. 

Q. Do you propose to cover the general subject of tho relation of Canadian and 
American railways?— A. Partly that. 1 have three subjects which I should like 
to bring to the attention of the commission, two bearing upon questions of trans- 
portation— that is, railroad and water transportation from Boston, so far as export 
trade is concerned- and on the subject of our merchant marine generally; then a 
third, if 1 have tho time, on our trade relations with Canada. 

On the first and tho last I speak as a repre.sentative of the Boston Chamber of 
Commerce, of which I am a member, and the intermediate one, as representing the 
merchants’ shipping interest of the past, through my father, grandfather, and 
great grandfather, and, to some extent, myself. 

Senator Kyle: Yes. We will bo glad if you will follow up that line. 

Q. (By Mr. Ripley.) Do you have any official position in Boston in connection 
with the chamber of commerce or other organizations which entitles you to speak 
particularly about these organizations?— A. In the Boston Chamber of Commerce 
I am vice-chairman of their committee on reciprocal trade relations with Canada, 
and as a member I take an interest, of course, in the question of the development 
of j^ston’s trade with Europe and with foreign countries generally. 

Q. Have you been on State commissions?— A. I have lieen on two— one that 
was called the Rapid Transit Commission, appointed for the purpose of improv- 
ing the systems of transportation in and around Boston, and the other called the 
Metropolitan District Commission, appointed to prepare a plan for annexing the 
cities and towns in and around Boston to that city for the purpose of increasing 
its size. 

Q. If you will take up those topics which you have, Mr. Howes, in the way and 
manner you think best, perhaps it will serve the purpose of the commission.— A. 
I may state then, at the outset, that Boston, next to New York, is the largest com- 
mercial port of this country. Our exports and imports for the year 1900 amounted 
in value to $192,488,000; of that amount $123,858,000 were exports, and $68,630,000 
were imports. The growth of the trade in the last few years has been (luite 
constant, with the exception of last year, when there was a pause, due chiefly 
to the fact that the war in South Africa had drawn quite a number of the steam- 
ships upon which we depended for trans- Atlantic transportation to another line 
of service, thus leaving us, to some extent, denuded of our customary tonnage. 
The freight rates on that account were very high; high perhaps from all Atlantic 
ports, more especially from Boston, so that while at the present time wheat is 
carried from Boston at about a penny a bushel, last year it was about 3 pence, or 6 
cents. This interfered with our development temporarily ; now it is going ahead 
again, and I think this year tho export and import trade of Boston will be consid- 
erably over $200,000,000 in value. The reason why we have this trade is that 
Boston— sooner, I think, than any other city in the United States— through the 
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ente^rise of its railroad companies has developed a system of terminals and dock 
facilities probably superior at the time they were built to those found anywhere 
else, and perhaps so to-day. The railroad companies built their own wharves, they 
built their own landing sheds and elevators, and were prepared, without inter- 
mediate charges, to put grain intended for Europe on board the vessels. Besides 
this, or in part perhaps due to this, we developed at a very early stage the system 
of carrying freight to Europe in large freight steamers, in contradistinction to 
passenger steamers or small tramp steamers. We have practically no tramp 
business in Boston. It is all carried on by the regular liners, running chiefly to 
Liverpool, so that Boston’s trade to Livei^ool is greater than that of any other 
American city— greater even than that of New York City. The steamers have 
been built of the largest size for freight-carrying purposes, and have been increased 
in size from time to time; the only limitation just now is the depth of our harbor 
channel wliich, unless we can get it increased, will probably put a barrier in the 
w^ of a very material increase in tonnage. 

The four lines that wo have there— the largest freight-carrying lines— are the 
Leyland, the Dominion, the Cunard, and the Warren. Three of these now carry 
passengers to some extent; one of them is simply a freight line. The export rates 
from Chicago or from western points to Liverpool via Boston are the same as 
those via New Yoi’k. The local rates— the local east-bound rates— on sixth-class 
merchandise are 2 cents higher to Boston than they are to New York, and this 
has boon tiiought to act somewhat as a deterrent upon the building up of a local 
grain business. That is to say, we have not there— as is found in New York, 
Philadelphia, and Baltimore— a large quantity of spot wheat, which can be shipped 
either to one foreign port or another as the exigencies of the trade require. The 
contracts for shipments are almost entirely made at Chicago or beyond, and it 
simply passes through Boston, giving us possibly in this respect less of gain in the 
matter of trade than we should receive if shipment were made directly from Bos- 
ton, as is the case at New York. This has prevented the building up of a tramp 
steamship business and has confined our exiiorts a good deal to England. We get 
very little of the continent trade; we get very little of what is called whole-car^o 
business, where a steamer is chartered to carry a cargo to one point or another in 
Europe or elsewhere. Apart from that I am not prepared to say that the 2-cent 
dilferential against us is a serious drawback. Theoreti(;ally it may be wrong, 
but practically, it a grain merchant were to bring 300,000 bushels of grain to Bos- 
ton as a local venture and afterwards should wi.sh to sliip it, he could get a rebate 
from the railroads eipiivalent to 2 cents. The theoretic wrong is that there is no 
particular reason why when a shipment of certain carloads of grain leaves Chi- 
cago for Boston, part of the cars carrying grain intended for local use and a 
part of them carrying grain intended for foreign shipment, that the New York 
Central or the Lake Shore should receive more per car for hauling the former 
than the latter. They do the same scuwice and iwactically should be paid the 
same price; but in working it out I do not think the system causes serious loss. 
The dilferential is about $8 on a carload— that is, on a 40,000-pound carload. The 
rates at Boston are assumed'to be maintained, as they are throughout the United 
States, by the rules of the Interstate Commerce Commission, but we have a belief 
that while these rates are officially promulgated they are by no means always 
observed. The statement is made that if a dealer has a largo shipment coming 
from Chicago he can get a rate made that is a temporary rate. Perhaps the rail- 
road agent at Chicago will write a letter notifying the Interstate Commerce Com- 
mission that the railroad has changed its rate, and then 5 minutes afterwards 
write another letter stating that it has been changed back to the old rate. At 
the present time we are aware in Boston of gram ^oing to Europe via Baltimore— 
which has a differential in its favor so far as railroad charges are concerned- 
in such quantities as to indicate that there has been in addition some cut made in 
the rates. I think it is thought by shippers in Boston — those interested in steam- 
ers and interested in the shipment of grain— that railroad rates are still largely 
matters of trade; although if a cut is made in rates via one city, it is pretty 
q^uickly found out and the others adjust themselves to these new conditions. In 
times past— and to quite an extent at the present time— the fact that Boston has 
railroad connection with the West by Canada has been looked upon by our mer- 
chants as of distinct advantage. Until quite recently the financial and commer- 
cial interests of the American trunk lines ended at the Hudson River, and the 
tendency of such influences as they could exert in the direction of freight was 
unquestionably used to the detriment of Boston as a shipping point for grain 
intended for foreign markets. In this exigency the Canadian roads came to our 
help. It was for their interest to have the shipments sent to Boston, and through 
the competition which they could offer we received from the American trunk 
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lines a consideration which would not otherwise have been accorded to us. It Is 
possible that recently that advantage has been partly neutralized. The New 
York Central has acquired by lease the Boston and Albany Railroad and now has 
a financial interest in having goods shipped to Boston, as great as and perhaps 
even more than it has in having them shipped to New York City. It has acquired 
the splendid terminal facilities of the company whose pr<^rty it leased and is 
preparing at the present time to greatly enlarge these. The Boston and Maine 
has leased the Fitchburg road, which is also a great grain-carrying road, and the 
influences that it can bring to bear upon the American trunk lines by the large 
amount of westward-bound freight it controls has also a tendency to bring busi- 
ness to Boston rather than to divert it to New York or other Southern ports. 

During the winter months of the year Boston has been in the past the shipping 
point for a great deal of the freight that has been brought over the Canadian 
railways. In suimner grain that arrives at Montreal can be sent just as cheaply 
to Liverpool by steamer from that port as from Boston, and hence there is no 
reason why this gi-ain should be hauled 260 or 270 miles farther, when it can be 
put directly on board the steamers at Montreal and carried across the Atlantic 
quite as well as from Boston. Therefore we never expect to get much CTain via 
Canada in the summer. In winter, when the St. Lawrence is closed by ice, a 
great deal of grain has come to Boston for shipment. The tendency in the last 
year or two has been somewhat against this trade. A spirit of antagonism has 
to some extent grown up in Canada, a feeling due in part to the belief that trade 
relations between the two countries are not all that they should be, and out of 
this spirit of antagonism might well arise strong political feeling, which ulti- 
mately mi^^ht have influence upon a great railroad corporation, such as the Cana- 
dian Pacific. Its effect has been to lead it to use Canadian shipping points 
rather than those in the United States, and on this account the Canadian Pacific 
has lately sent almost all of its winter shipment to Europe via St. Johns, New 
Brunswick. The Grand Trunk has also developed its terminal facilities at Port- 
land, Me., which have injured Boston to some eident, but Portland is a city of 
the United States, and the Grand Trunk’s winter shipments from that place have 
grown very materially in size within two or three * years past and promise to be 
very much larger in the years that are to come. 

Q. (By Mr. Clarke.) The Grand Trunk line extends to Portland?— A. In going 
to Portland it carries freight entirely over its own line. It does not need to share 
any of its earnings with another railroad company. This is, of course, the rea- 
son for its action. This, in a general way, Mr. Chairman, is all I have to say in 
relation to our local questions of tran.sportation. 

Q, (By Mr. Ripley.) You might go on.— A. Very well; I will take up the 
next subject. What I have now to say is not a statement that I am prepared 
to make on behalf of the Boston Chamber of Commerce, for the reason that the 
chamber of commerce has never taken any action on the general question of the 
method to be adopted for the revival of the American merchant marine interest. 
There has been a division of sentiment between different sections of the chamber, 
and it has been thought well not to take any action whatsoever, so that these 
opinions are my own. 1 may state that ray father and grandfather, and, further 
back my ancestors for several generations, have been American seamen. My 
father and grandfather were ship merchants in Boston, and it was my expecta- 
tion to carry on the same business. For that reason I went to sea as an officer in 
the Pacific Mail Steamship Line, for the purpose of learning the business, and, 
having acc^uired more or less knowledge of steamshipping, tne business fell flat 
and I left it. What I wish to .say is that I think it is the desire of all Americans 
to have our merchant marine resuscitated, and that there is a willingness on the 
part of practically all of our people who think anything about this subject to do 
all that they can which will, in their opinion, legitimately bring about that result. 
Our merchant marine in the past has been subject to great fluctuations due to a 
variety of causes. In 1790 the merchant tonnage of the United States registered 
for the foreign trade was 364,000 tons. In 20 years from that time— in 1810— it 
had grown to 981,000 tons; that is, it had increased nearly threefold. That result 
was chiefly due to the enormous advantages which our people enjoyed in conse- 
quence of the disturbances in Europe growing out of the Napoleonic wars. Our 
country was practically the only neutral nation in the world. W e secured a ^eat 
deal of the freight-carrying which otherwise would have gone to other nations. 
But after 1810 the merchant marine of the United States suffered a very serious 
decline, and did not recover from that decline for 37 years. In 1880 it had fallen 
from 981,000 tons in 1810 to 637,000 tons, and with various ups and downs it con- 
tinued until 1847, when it gradually gained the size that it had previously attained 
in 1810. It then amounted to 1,047,000 tons. From 1847 to 1861 it went ahead 
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with leaps and bounds, so that when the civil war broke out we had a merchant 
tonnage registered for foreign voya^ of 2,496,000 tons, or a tonnage within a 
very small fraction equivalent to that which England at that time possessed 
engaged in the same business. 

This gain, beginning in 1847, was partly due to the development and opening 
up of trade with California. The discovery of gold in 1849, and the great influx 
of migration which took place at that time, was promptly utilized by the Ameri- 
can merchants by building new vessels and sending them out there. The proflts 
of the voyages were very great. I have known of some vessels in which my 
family have been interested— new thousand-ton ships— that when they cleared 
from Boston Light on their voyages out to San Francisco had obtained freight 
money enough on that one voyage to pay the entire cost of building. Of course, 
that was a great stimulus to new construction. When in California these vessels 
found very little to do in the way of what would be termed a coastwise trade. 
The trade from New York to San Francisco was coastwise business; but there 
was no return cargo to warrant making the long trip homeward from San 
Francisco. Vessels would go to the Chin^a Islands off the coast of Peru to load 
guano, or would go to China, India, the Philippine Islands, and various places to 
get return cargoes, either to the United States or to Europe. In this way we 
entered largely into the maritime business of the world. We found at that time 
that we possessed better vessels; that our officers and sailors were better adapted 
to the business; that we could make quicker trips, deliver our cargoes in better 
order than the ships and crews of any other nation. This was so well recoraized 
that for 5 or 6 years beforb the outbreak of our civil war an American ^ip in 
Melbourne, Sidney, Hongkong, Calcutta, or in any of the great foreign sea- 
ports of the world, could obtain better charters to carry goods to England or to 
Germany than the English or German merchants would give to the vessels of 
their own nations. We obtained them simply because of the superior manner 
in which we carried on the business. 

The decline came from the obvious causes of the war; the destruction of vessels 
by the Confederate privateers, and also from the high war rates that shippers in 
American bottoms were compelled to pay. That is to sav, if an American vessel 
was loading in Calcutta for either Liverpool or Boston, she had to take her cargo 
at what the English merchant ship would get for the same business, less what the 
shipper had to pay in the way of war premiums, so that it made a distinct reduc- 
tion in the possible profits of the Amencan ship merchants. However , that would 
have righted itself when the war was over if the conditions in the matter of price 
had permitted us to build iron craft, or if we had repealed the laws that prevented 
the purchase of foreign-built ships by American ship merchants. We had begun 
iron construction before the war ana begun it very successfully. There were 2 
steamers— the Massachusetts and the South Carolina— built to run between Bos- 
ton and Charleston, S. C., and 2 more— the Mississippi and the Merrimac— built 
to run between Boston and New Orleans. All of these 4 iron vessels had been 
constructed in Boston Harbor some years before the outbreak of the civil war. 
They were employed part of the time in the Government service as transports. 
One of them— the South Carolina— was in service as a merchant ship only 4 or 
6 years ago, and may still be running between Panama and some of the ports of 
Central America on the Pacific coast, showing the well-built character of the 
vessels. In spite of this experience the tendency at that time among the Ameri- 
can shipowners was to favor wooden rather than iron vessels, and they held 
to that under conditions which proved to a certain extent disastrous to them. 
I know of this particularly, because my father was the largest individual owner 
and manager of a line of steamers wmch was formed in 1866 to run between 
Boston and Liverpool, called the American Steamship Company. This company 
built its steamers of wood in spite of the advice that they should build iron vessels. 
These were wooden propeller ships. The enterprise umortunately failed. There 
was not sufficient business, and the original cost of the craft was too high to make 
it possible to pay dividends on the business done. The same backwardness in 
this respect was shown in the case of the Pacific Mail Steamship Company during 
the time that I was in its service. At that time the Pacific Mail was receiving a 
large subsidy for carrying the mails between San Francisco and Hongkong, and I 
was an officer on the first steamer of the line that was built for trans-Pacinc trade 
purposes— the Great Republic. There were also 8 others— the China, the Alaska, 
and the Japan. The company spent some $5,000,000 in building wooden side-wheel 
steamers, which were as ^rly adapted to the business they were intended to per- 
form as it was possible to have them. They were built aftor the old type, just as 
steamers are now built to run up the Hudson River, that is so far as their engines 
were concerned, although long ^fore that time the English had changed to the 
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propeller type of enrine, and to the iron hull for ocean service. The steamer 
Great Remtblic. which was the first one to enter on the business, on one of the first 
voyaffes I made in her, left Yokohama with hardly any heavy cargo on board, 
simply coal enough to carry her over, and yet so deeply laden that the sidewheels 
would hardly turn around, and she proceeded at the rate of about 4 knots an hour 
until lightened up by the consumption of her coal. Four days out we struck a 
severe gale, which washed the paddle boxes and a part of the guards off, and we 
came into San Francisco with the paddle wheels bare of covering over them. 
Now, the money spent in building these vessels was practically thrown into the 
sea, so far as the development of American commerce was concerned. The sub- 
sidy voted by Congress engendered the belief in the minds of the managers of the 
company that they could do almost anything. There was in any event a profit 
obtainable and they built in a haphazard fashion. 

The result of subsidies to American steamship lines, so far as they have been 
tried, has not been in the least satisfactory. A great deal has been said about the 
Collins Line to the effect that if their subsidies had been continued the line could 
have been built up. That line, unfortunately, was doomed before the subsidy 
ended. It was caused, perhaps, through no fault of its managers, but through 
circumstances, perhaps, oeyond their control. As the committee may remember, 
it lost two steamers — one the Arctic, off the coast of Newfoundland under tra^cal 
conditions so far as the loss of life was concerned; another steamer— the Pacific— 
sailed from port and was never again heard of. This line at that time and the 
English lines at that time were largely passenger lines. They did not carry com- 
mon fi’oight. Freight was not carried by steamers across the Atlantic to any 
OTeat extent until after the discovery of the compound engine and its subsequent 
developments; and at that time and* now the passenger lines of steamers depend 
for patronage upon the success and safety with which they carry those who entrust 
themselves to their care. To lose two of its steamers in a short time would be 
fatal to the business of any company. In 1873 the White Star Line lost the Atlantic 
on the coast of Nova Scotia, and it required 6 or 8 years before it could recover its 
ground and have passengers go with it as freely as they did with other lines. A 

f reat many people I know would never think of going across the Atlantic on the 
rench line of steamers, simply from the knowledge they have of the troubles 
that have occurred when an accident has taken place. The fate of the Collins 
Line was one of those misfortunes which come about through hard luck; through 
no fault, perhaps, of the managers; through no fault of the officers, because they 
had a splendid set of men on board of the steamers. Another line, if it had started 
at that time, and had not encountered these mishaps, would have had very much 
better success. 

It has been frequently said that our merchant-marine business fell off and 
declined a long time prior to the war, for the reason that earlier in the century 
we carried a very much larger percentage of our exports and imports in American 
bottoms than we did at a later period. For instance, in 1826, 92^ per cent of all 
the exports and imports of the United States went in vessels sailing under the 
American flag; but at that time all the tonnage that we had registered forforeim 
voyages was 696,000 tons. In 1865, when we had nearly 2,500,000 tons, we only 
carried 65 per cent of our exports and imports, but this was due to the fact that 
our American merchants had found a better business than carrying these exports 
and imports of our own. They were then the common carriers of the world and 
were drawing large profits from transacting that business. With the vessels that 
my father owned and controlled, it frequently happened that they sailed from 
New York or from Boston on a foreign voyage and did not again return to an 
American port for 4 or 5 years. They were doing business all over the world. 
Now and then they would come home again for the purpose of refitting, but we 
were having such a profitable business at that time that whether the freight was 
American or foreign was a matter of indifference. At that time, too, when we 
were building up our trade in this rapid manner, we were paying to those whom 
we employed as officers and men on our vessels relative! v much more, as com- 
pared wiUi that paid on foreign ships, than we pay at the present time when 
compared with these foreign rates. It has never b^n, in the development of the 
American merchant marine, a question of maintenance. It has always proved 
that when we have had an op]^rtunjty we could pay more, simply because we 
obtained a great deal better service for what we paid. I rememoer on the first 
voyage that I made across the Atlantic— that was in 1861, on one of my father’s 
ships— that we overtook and passed a number of English vessels, and the contempt 
was inexpressible with which our American officers looked down upon what they 
called ‘‘ the lime juicers.” These latter were not in a class with them. 

The difficulty that we experience at the present time and have for years expe^ 
rienced is that we can not get the tools of our trade at a low price. So far as the 
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American shipbuilder is concerned, he has, unfortunately, acted during this long 
series of years as a dog in the manger in regard to the merchant marine of the 
United States engaged in the foreign trade. He has not been in a position, due 
to the high price of materials, iron and steel, to build vessels and maintain com- 
petition on equal terms with foreigners. At the present time the annual depre- 
ciation in vessel property is very Meat, representing approximately 10 per cent a 
year, so that if one vessel costs |200,000 and another foreign competing vessel 
costs $100,000 the depreciation each year practically represents what would be a 
fair return upon thu money invested, and it is a dead loss to the American and a 

f ood profit to the foreigner. If the American shipbuilders had been willing— 
ecause it is largely through their insistency that the law has not been changed— 
if they had been willing to permit the purchase of foreign-built ships by Ameri- 
can ship merchants they would have had just as much to build themselves for 
the coastwise business and probably a great deal more in the way of repairing 
than they have had of vessels engaged in the foreign trade, and would not have 
been the means of continuing our merchant marine in the paralyzed condition it 
has remained in for the last 30 years. 

Q. (By Mr. Clarke.) Has there been a difference of one-half in the cost?— A. 
There has at times. It has varied, of course, very materially with the difference 
of prices in the different countries, and that has not been a constant factor at all. 

Q. You understand the difference to be much less now than formerly?— A. Oh, 
yes; it is very much less now. It is a curious fact in this connection that the 
difference in cost between the foreign-built vessel and the American vessel depends 
largely upon the character of the trade in which she is to be used. The roughly 
built freight steamer costs relatively more to build in this country than the finely 
finished passenger steamer. I have no means of knowing, but I have not the 
least doubt in my mind that Mr. Cramp, when he has succeeded in obtaining con- 
tracts for the construction of Russian or Japanese battle ships or cniisers, has 
made money out of the operation and that he has been given these contracts sim- 
ply because he could build these war ships just as cheap as the foreigner could 
build them. The reason that he has been able to do this has been because of the 
immense amount of American labor that has entered into the construction of 
these vessels. The relative cost of the raw material in such craft has amounted 
to much less in the agMegate than would be the case with a common freight car- 
rier, where the cost of the raw material is practically everything and the mere 
slapping of it together constitutes but a relatively small percentage of the charge. 

I know that a number of years ago I went through the shipbuilding works on the 
Clyde of the Messrs. Thompson, who built a large number of the Cunard steam- 
ers, and they told me, as an example of this, that they had all the woodwork for 
their steamers either made in Cincinnati, or had imported from Cincinnati to Glas- 
gow the workmen who were to do it, because the work could be performed very 
much cheaper in our country or by our countrymen than by foreigners. 

I am of the opinion that the resuscitation of our merchant marine would take 
place at the present time very quickly if the obstructive laws in regard to the 
ownership of foreign-built ships were repealed and we could place ourselves in 
this respect on the same plane as all of the other great maritime countries of the 
world, which have practically no restrictions of this kind. The fact that so much 
American capital has been invested in foreign tonnage, as, for instance, in the 
recent purchase of Mr. Morgan, indicates that it is not a question of capital. We 
can get all the money we want to build up our trade, provided, as I said before, 
we can get the tools by which that trade is to be earned on upon equitable terms. 

Q. Is it your understanding that Mr. Morgan was able to buy'those vessels as 
anybody would have been? — A. No; I should suppose Mr. Morgan , by the large pur- 
chases he has made of almost everything lately, was better able than most people. 

Q. Then he has not been hampered in any way in buying them?— A. No; I 
should say in the case of the Leyland line he has been far from hampered. I 
understand that the Leyland stock represents seven stock waterings and yet he 
has paid a premium on that. 

Q. But he has been able to acquire the tools of the trade?— A. Yes; except that 
they are under the English flag. 

Q. Well, if it will not disconcert you. will you please tell us wherein ttiere 
would be an advantage to him in having them under the American flag?— A. Oh. 
I should say, so far as Mr. Morgan is concerned, it would be perhaps a question 
of sentiment. 

Q. (By Senator Kyle.) Of what?— A. Sentiment. 

Q. ^ntiment?— A. It is precisely similar to con(Btion8 that existed during our 
civil war; a large number or Americans placed their vessels under the English flag, 
or under the Hawaiian flag, or some other foreign flag. My people did not. They 
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preferred to pay the war premium, run all the risks of capture, and sail their 
vessels as Americans. It was a question of sentiment, and sentiment plays a 
pretty large part in the conduct of the affairs of this world. 

Q. (By Mr. Clarke.) Now, do you think that sentiment would be entertained 
more strongly by the owner than by the people at large?— A. I think it would be 
fairly developed. I think that if shipowners could buy their vessels in foreign 
shmyards that they would do so very quickly. 

Q. They can buy them; that has been proved.— A. They can buy them; but I 
mean jive to them American registers. 

Q. Well, now, if they bought them there, they would not have them made here?— 
A. No; but thev are not made here now. That is the trouble. 

Q. Since steel has entered so largely into the construction of these vessels, and 
since this country has bwome the greatest produceriof steel, is it not possible that 
they may be made here just as cheaply as abroad, and perhaps even more so? — A. 
I think so, in time. 

Q. In your opinion, therefore, they do not need to be especially subsidized or 
encouraged by the American (Government?— A. I do not think there is any need 
for subsidies, I should say even now that the construction of American vessels 
might be undertaken if we could obtain at our shipyards all of the advantages of 
our low-priced steel. That is to say, if American-made ship plates were in all 
cases, or in most cases, sold as cheaply to American shipbuilders as they are sold 
to the builders of vessels on the Clyde in Scotland and Tyne in England. 

Q. If no foreign government was encouraging its merchant marine engaged in 
foreign trade by way of subsidy or postal bounty or any other method, would you 
see any necessity for this Government doing it?— A. I do not see any necessity at 
the present time, for the reason that I am not aware that in the transportation of 
freight any foreign government, with the exception of France and Italy, where 
it has proved a failure, are aiding their merchant marine by subsidies. 

Is the subsidy paid by Great Britain and also that paia by France limited to 
their passenger steamers?— A. That paid by Great Britain is entirely. That paid 
by France is a general subsidy and has proved a disastrous failure. It has not 
stimulated its merchant marine. 1 am not aware of a single vessel obtaining a 
mail subsidy from the English Government that is not a passenger steamer and a 
mail-carrying steamer. 

Q. I hope 1 have not diverted you from your talk.— A. I had reached that par- 
ticular phase of it. 

Q. (By Mr. Faequhar.) The subsidy, Mr. Howes, that is paid to the Peninsu- 
lar and Oriental, is that paid to passenger steamers?— A. Yes; these are all pas- 
senger steamers. 

Cj. But the Peninsular and Oriental line was never mainly dependent on pas- 
senger trade.— A. Probably not; they carry freight as well, but their main source 
of earnings is their passenger business. 

Q, What do you say about the North German Lloyd, that has entered into the 
same business?— A. On subsidy? 

Q. By both a German subvention and an English subvention.— A. The North 
German Lloyd has entered to some extent, running its steamers to the Far East, 
dividing its money, as I understand, with the Hamburg- American. These are 
passenger steamers that they have there. They carry freight, too, but they are 
more particularly maintained on a mail schedule. 

Q. Is it a fair proposition to say that the whole of the Peninsular and Oriental 
and the joint lines there are not freight lines, simply as a matter of business?— A. 
No; they are not primarily conducted on a freight oasis. The subsidy is paid to 
them on the ground that they are to make a higher rate of speed than it would 
be profitable for freight steamers to make. There are a larger number of steam- 
ers plying between England and the East that are purely freight steamers and 
that are paid no subsidies whatever. But the Peninsular and Oriental line has 
to run on schedule time, make a voyage at the rate of so many knots an hour, and 
the average has been mcreased with each renewal of the subeddy. It has had no 
competitors when the question of the renewal of the subsidy has come around, 
for the reason that the other lines running craft in that direction do not consider 
it of enough profit to take the subsidy in view of the conditions involved, the 
chief one of which is the high rate of speed. 

Q. Out of all the Peninsular and Onental boats, how many are on the mail 
schedule to China? Do you know the exact tonnage that is floated by them and 
the number of boats that the Peninsular and Oriental run in the eastern trade?— 
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Uament there, that It was for the export of the Asiatic trade of the British Empire 
that that subsidy was paid?--A. Only so far as giving competitive mail service. 

Q. Have not the Peninsular and Oriental in their annual statement said there 
that the subvention from the British Government was the entire aid that they had 
in competition with other nations? — A. In competition with other English yes^s. 

Q. Well, with other nations. There are other nations as well as that, 'nie 
Gferman combined line is almost as strong as the Oriental is, as far as mail is 
concerned?— A. The Hamburg- American is a large line. ^ ^ 

Q. How many steamers have they got in the East? — A. They have not many out 
in the East; but they have a large number in other parts of the world. 

Q. And greater speed? — A. As I said before,- it is a question of speed. If the 
Peninsular and Oriental Company were willing to enter into the freight business, 
as so many of the other lines have that are not subsidized, undoubtedly it could 
make money. Its steamers, of course, are not adapted to that class of business. 
They are a swift class of steamers. ^ 

Q. Well, we will put it in another shape. The amount of subvention that the 
Peninsular and Oriental gets from the British Government is for the support of 
British commerce? — A. No; it is for the support of the political supremacy of the 
British Empire. . 

Q. Well, either way you put it.— A. If we were to run a line of steamers from 
Manila by way of Honolulu and pay a big subvention, I should not say that we 
were endeavoring to develop American commerce; I should say that we were 
endeavoring to combine together the outlying parts of our own domain, just as 
we pay a star-route mail subvention in our Western Territories. 

Q. Well, Mr. Howes, are we not practically doing it now with the little trans- 
ports without any lines?— A. Practically so. We are doing it because the Gov- 
ernment pays for it. 

Q. Pretty thoroughly, is it not?— A. Quite so. 

Q. You mentioned the fact that the subvention of France had amounted to a 
total failure. Was not the failure a gieat deal in the fact that they bought their 
ships on the Clyde and elsewhere instead of supporting their own shipyards?— A. 
No; they have paid a higher rate to those which they have built at home; but it 
does not seem to have been of any advantage. 

Q. It was no advantage and never was as long as they had free ships, and the 
cheap old ships of the world were there ready for the French merchant to ^t anv 
time, and it killed the French shipyards?— A. No; I beg your pardon. The French 
merchant did not buy these; he did not purchase anythmg that was offered. You 
can not swindle a French ship merchant. The French are the best people in the 
world in the construction of vessels and in knowing what is the right thing to do. 
We and the English have copied the models of the French men-of-war from the 
time of the Revolution downward, because they have known how to construct 
hulls that were better in model and everything than either we or the English 
devised. They were not likely to be deceived in that way. 

Q. Did Germany when she came to possess her merchant marine take the French 
plan of subsidy?— A. No. 

Q. What exceptions did she make?— A. She never gave a general subsidy. 
She has subsidized some lines— only one line practically, the North Gterman Lloyd. 

Q. You make the proposition there of the failure of the French marine. Is it 
not a safe proposition to say that if they had not had the subvention the French 
marine would have been nowhere at all? — A. It is about that way now, for they 
have not the goods although they have paid the money. 

Q. Is it not a fact that France held her own when she had that small subven- 
tion?— A. No. 

Q. Has she not increased?— A. No, she has not increased. 

Q. I am spealdng of late years, of 1800 to 1891.— A. She may have for a short 
time, but they have made the experiment and they have found it a losing one. 

Q. While she had the subsidy did they find it to be a losing one?— A. As respects 
their own past tonnage, no; as respects the tonnage of the world, yes. Relatively 
she is now worse off than she was before. 

Q. Well, you must make a distinction between the tonnage proper of the nation 
and the carrying tonnage. — A. No, there has been a growtn witn all of the mari- 
time nations of the world, in which the French have not participated. They have 
simply marked time. 

Q. (By Mr. Clarke.) I would like to ask one other question in regard to this 
purchase of Mr. Morpn, or other purchases that you think Americans should be 
free to make. Why is it that with our great steel production and with the won- 
derful skill of our Wlders we are not able now to produce even coarse freight 
vessels as cheaply as they can be produced in foreign shipyards?— A. I think one 
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reason is that we have not of late, so far as our shipbuilders are concerned, been 
able to get altogether the benefits of these low prices. If the American manu- 
facturer of structural steel and steel plates intended for shipbuilding sells those 
articles to an English shipbuilder at a considerably lower price than he will sell 
them to an Amencan in his own country, naturally he places the latter under a 
serious disadvantage when both are endeavoring to construct vessels that are to 
compete with each other on the high seas. This is the disadvantage which the 
American shipbuilder seems to be under at the present time. 

Q. (By Mr. Conger.) Do you know if that condition actually exists?— A. 
Well, it has existed. Prices of steel vary so tremendously in a very short time 
that it is hard to say that the condition exists now. That it existed last year or 
year before last, I feel confident. 

Q. Do you understand that the structural steel which enters into foreign-built 
vessels is produced in this country?— A. I think to some extent it has been; steel 
plates certainly in large quantities. 

Q. (By Mr. Farquhar.) Was not the reason why we exported steel plates the 
fact that they had a demand there and we had none here? What other reason 
have you got for it?— A. There was a demand there. There might have been a 
demand here at the same price. 

Q. That may be, but it was not so as a business proposition?— A. There was a 
demand there at that price. The question is whether there would have been a 
demand here at the same price at which they were selling to foreigners. 

But we are not advised, this commission or any^dy else, that the same 
price was offered there and refused? — A. What? 

Q. The same price that was offered to the American builder that was offered to 
the foreign builder, so we were where we had always been in this country.— A. 
I do not know that they have ever been offered, but while— and this comes to 
me by hearsay, so it has to be taken for what it is worth— the price has been 
asked, and found to be higher than that at which similar commodities have been 
sold for at the same time on the other side of the Atlantic. 

Q. (By Mr. Kennedy.) Were you familiar with the subsidy bill that was pend- 
ing in the last Congress?— A. I was. 

Q. Do you understand that if Mr. Morgan had been the owner of these steamers 
that he has recently purchased at the time such a bill as that became a law, that 
he would get any lienefit from that subsidy law?— A. It would depend on the date 
fixed in the law concerning the time of ownership. If the bill had been so drawn 
that any owner of a foreign-built ship, owning that ship on the 1st of July, 1901, 
could get a subsidy, he would have one. The date was a shifting one. What 
would nave been the date when the bill finally passed no one could have foretold. 

Q. Do you think that if that bill should be mtroduced and passed in the next 
Congress that these vessels that have been recently purchased would get the 
benefit of the provisions of that law? — A. I do not think it will pass unless they 
get the benefit. 

Q. That is all I want to ask. [Laughter.] 

Q. (By Mr, Clarke.) What is your understanding of the relative labor cost 
of constructing freight vessels of steel in foreign shipyards and in this country?— 
A. I think there would not be at the present time much difference, provided you 
carried your vessel up to a tolerable high state of finish. I think quite likely 
that at this time, for a roughly constructed freight steamer, the labor cost of 
building here would be greater, even if the plates could be obtained at the same 
price, than it would be on the T^e, There is always a difference. It is cheaper 
to build a freight vessel on the Tyne than on the Clyde, although they are both 
in the same country. One locality builds one class of vessels and the other 
another; and I think it quite likely that it could be built on the Tyne cheaper 
than here. But we have in this country a great advantage in the matter of labor. 
We hear a great deal of talk concerning its high cost, and less about its daily 
efficiency. On the occasion that I was speaking of, of going through the large 
shipyard on the Clyde, the chief of the house told me that he was able to get 
only about 4 days' work a week from his men; that it was the rarest occasion 
that the best men came to the yard in a condition to do work until Wednesday— 
usually^about Wednesday noon. It took them that time to sober off after Sun- 
day. He said this was one of the most serious obstacles that they had to contend 
with, and that it struck down his best men, as a rule. I found it true, through 
almost all of the northern part of England and the southern part of Scotland, 
that the loss to labor and capital in consequence of excessive drunkenness was 
something which Americans— unless they have been through those large industrial 
establishments— have no conception of. It is a condition which puts us— where 
this evil does not count as a practical factor in our operations— at a tremendous 
advantage in all industrial undertakings. 



OSBOKNS HOWBd: — ^BOSTON EXPOlkT TBADE. 


70d 


Q. (By Mr. Phillips.) Do you believe with Mr. James J. Hill that ships can 
be constructed in this country as cheaply as they can on the Clyde?— A. I think 
with the same cost of raw material— I will include that— that a great number of 
la^e vessels can be built as cheaply here as they can there. 

Q. He makes that assertion?— A. Wellj he ought to know, 

Q. (By Mr. Kennedy.) It might be said that ne might change his mind on that 
question because he did not come out in favor of the subsidy bill last winter. 

Mr. Phillips. Well, he made this statement in Chicago while this subsidy bill 
was pending, and was so quoted in the newspapers. 

Q. (By Mr. Farquhar.) While you were shaking about the purchase of these 
boats by Mr. J. Pierpont Morgan, the Leyland Line, do you know what per cent 
they paid annually, the Leyland Line?— A. It has been a very profitable line. It 
has been a close corporation and it has not disclosed the amount of dividends 
paid; but it is currently reported that it has paid 15 to 20 per cent a year. 

Q. It has been said it was 15 per cent?— A. I beg pardon? 

Q. Take the proposition that it was 15 per cent.— A. As I said before, it has 
paid this on a capital that has represented 7 distinct waterings; that Is, in stock 
dividends. 

Q. (By Mr. Litchman.) Then they water stock across the water?— A. Oh, yes; 
they are adepts at that. 

Q. (By Mr. Farquhar.) Now, when the question is asked about the effect of 
the subsidy on Mr. Morgan, if he has purchased the line for a large sum of money 
on the stock and they make from 10 to 20 percent there, do you think Mr. Morgan 
needs any subsidy to run his line?— A. I did not suppose the hill was based on 
needs. 


Q. Do you think there is any necessity for Congress to ^ve it to him?— A. No, 
I do not think there is any necessity for Congress to give it to him or to anybody 
else. 

Q. Well, do you think the purchase of that amount of tonnage by Mr. Morgan 
there, that Mr. Morgan’s plans are simply the fact of owning the tonnage and 
boats there as a productive industry, or that it, is really an extension of the trans- 
portation features of the American continent into Liverpool and Southampton 
and Antwerp and elsewhere?— A. Oh, I think you are right that this is simply a 
development of his general system of transportation. 

Q. (By Mr, Clarke.) Would you see any objection to this country granting 
precisely the same subventions that other countries grant for rehabilitating the 
merchant marine?— A. Which other countries? 

(J. In countiies with which it would have to compete?— A. I should see no 
objection at all to our copying the English system under like conditions. I may 
say, answering your first question, that I went before the Committee on Com- 
merce of the House a year ago. when it had the bill under advisement, and said 
that, while I did not believe in subsidies in the least and thought they were 
entirely useless, it seemed to me that there should be a brief amendment put into 
the bill, if it were going through, which would give to me, or to anyone else who 
did not want a subsidy, but was prepared to carry my business on on business 
principles without aid, the right to purchase my vessels wherever I saw fit. If 
those who built vessels in America, or who before a certain time owned foreign 
vessels and should agree to build an equivalent additional American toniiagC, 
were to get a subsidy, that was granting logical protection to the American ship- 
ping interest. It was direct protection, instead of the customary method of indi- 
rect protection. But I never understood that the system of protection intended 
prohibition; it was simply to give a certain advantage to a national industry. 
If, after granting this direct protection, the law that prohibits the purchase of 
foreign-built vessels was repealed, I would, if I were a member of Congress, under 
such conditions, believing that the subsidy feature would fail, and feeling sure 
that under the other conditions the commerce of the country would grow, vote 
for the measure, subsidy and all— that is, taking the two together. 

Q. (By Mr. Farquhar.) Now, Mr. Howes, about what amount of money do 
the Americans pay for the carriage of their goods to Europe and elsewhere?— A. 
That depends upon what you mean. You can not very well compel an English- 
man to pay you for transporting goods over to England and then also pay you 
for transporting goods back again. We must limit ourselves either to the export 
trade or to the import trade. 

Q. Take the joint exports and imports; how much does it cost the Americans?— 
A. I do not know that it costs 

Q. (Interrupting.) To use foreign tonnage, to pay foreira tonnage— how much 
money?— A. I think perhaps what we should legitimatmy pay them would be 
perhaps $25,000,000 or $30,000,000 a year. 
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Q. How much does it really cost, then, to carry the American exports and 
inerts? We only carry 8 or 9 per cent of them.—A. Yes; 8. 

Q. Well, whatever it may be-^ or 9 per cent. What does that 8 or 9 per cent 
cost the freighter?— A. I think, so far as the imports are concerned, those enter 
as a factor into the cost as a nation; so far as the exports are concerned, they do 
not enter at all. The English buy grain in Chicago, and they pay the transporta- 
tion; we do not pay it. 

Q. Would you say it is from $175,000,000 to $200,000,000 a year paid in cash?— 
A. Nothing like it; nothing like it. 

Q. How much?— A. It is simply guesswork, but it can not be that. I should 
say $30,000,000 or $40,000,000 at the outside. That would be our import trade, 
which is all we can legitimately claim. We can not expect that the foreigner is 
to allow us to carry our goods to him and carry his goods to us. If we divide, 
that is all we can expect; and all that is rightly ours is what we import. If I buy 
1,000 bales of jute in Calcutta and I bring it to this country, why, it ought to come, 
we will say, on an American vessel. The American tonnage even at the present 
time is carr3dng a CTeat deal more of the import trade, and always has, than of 
the export trade. Last year we carried between 13 and 14 per cent of our import 
trade and only about 6 per cent of our export trade. If an Englishman buys 1,000 
barrels of flour or 500,000 bushels of wheat in Chicago, he has the right to say how 
he will carry it. Wo can not expect to carry it for him, except to carry it over 
our railroads and deliver it to him at his vehicle, wherever that is. 

Q. So you would say, then, that it only costs the American freighter for 12 
months about $30,000,000 a year?— A. I should say probably about $40,000,000 a 
year. 

(^. Have you seen any figures different from that?— A. I have seen a great many 
which I did not believe in the least. 

Q. In what way? — A. I think they were overestimates. 

Q. What do you make the basis of your estimate in finding the freight rates?— 
A. On the average of freight rates on the quantity of stuff we import. 

Q. What do you calculate in the ton? What figure do you make in calculating 
the tons, as all other people do? — A. Tliere is no fixed charge, because it depends 
on where the bulk or your business comes from. If it is a long distance, it is 
quite high; and it depends also on the character of the commodities offered. 
Some are expensive and some are cheap goods. Now, you have to take into 
account that while' with the magnitude of our export and of our import business 
the tonnage is tremendous in the exports, because we export so much grain and 
so many things of bulk rather than of value, our import business is in tonnage 
relatively small. That is, what we bring into this country, as a rule, are goods of 
a relatively high cost. They take up very little space, and do not represent a tre- 
mendous amount in the cost of transportation. 

Q. Is there any agreed figure at all about the freight per ton on the average of 
all the imports and exports of a nation?— A. I do not think there can be. 

Q. W ould you take Mulhall as an authority? W ould you take the British Board 
of Trade as an authority?— A. Yes; very good authority. 

Q. Have you ever seen any figures where it had been figured at $15 a ton, and 
that it cost this country $180,000,000 to $200,000,000?— A. I have seen in Mr. Cham- 
berlain’s reports something to that effect, I think, but I did not take any stock 
in it. 


Q. Do you know that that is usually the figure that is used there in Great Britain 
by the British Board of Trade?— A. Fifteen dollars a ton? 

Q. Yes. — A. Itisjwssible. I did not know that. I beg your pardon, but I would 
like to ask you one question as to how large a part of that is based on wheat that 
is now being carried across the Atlantic at 2 cents a bushei? 

Q. That is inclusive of every single thing on the British import line.— A. Imports, 
not exports? 

Q, Eberts, not imports.— A. I have not seen that statement. 

Q. What I wish to say is that this has been the general figure of statisticians. 
Whether it is true or not, I am not pretending to say. Now, suppose it is 
$100,900,000, or $75,000,000, or $60,000,000, is it not a good deal better, men, that 
the Americans should have that profit, as long as we could get a friendly bottom 
or friendly ship to carry that to America, than for the whole of our business to be 
controlled by foreigners?— A. I do not consider that represents profit. If it was 
$100,000,000, if that were the cost, it might be done at cost prices. It may be no 
more than the labor is worth. If we were to divert that $100,000,000 of freight, 
were to pay a subsidy equivalent to it, we should simply pay that in addition to 
papng for the service that was rendered. 

Q. Well, I am not talking about paying it out in subsidies. I am talking about 



08B0BNB HOWES : — BOSTON EXPORT TRADE. 


711 


keeping it inside the United States.—A. Other things being equal, it is more desir- 
able, no doubt, to do as much of your own business as you can, if you do not have 
to nay too much for it. 

Q. It would be the thifty way to do it?— A. Yes. 

(J. (By Mr. A. L. Harris.) Is there any other way of estimating the cost of 
freight, by per cent of the value of freight?— A. I suppose that there might be, 
but it is very difficult to figure. It is not only a very difficult thing to determine, 
but your basis of calculation varies every week. The quantity and distance of 
shipments vary, and then the price charged varies according to classification; so 
that it is about as nearly guesswork as any statistical compilation you could 
possibly make. 

Q. I nave seen, of course, the amount of freight carried stated and the estimated 
cost of carriage at 10 per cent, making out, of course a large amount paid for the 
transportation of American freight.- A. I do not believe that that basis is at all 
to be depended upon. 

Q. Ten per cent, I believe.— A. Take it at the present time- the rates on our prod- 
ucts. A bushel of wheat is worth 60 or 70 or 80 cents a bushel; the export charge 
is 8 cents; on com the export charge would he 2 cents and the price less, of course; 
and rye in like manner. Now, on cattle the cost of carrying is very much less 
than 10 per cent; so if you go in this way through the great items of exportation 
you will find that the freight rate does not come anywhere near 10 per cent. 
There are, no doubt, certain articles, where the value is very small and the bulk 
large, that 10 per cent would constitute a fair freight charge; but I should say, as 
an average, it would be very excessive. 

Q. (By Mr. Clarke.) On imports it would be still less, would it not?— A. On 
imports it would be rather less, I should think; values enter so largely into the 
question. 

Q. The agent of one of the lines in Boston told me that the cost of freighting 
some articles from Europe to this country was probably less than one-tenth of 1 
per cent of the cost. Would you think that unreasonat)le?— A. I should say on 
cases of silk from Liverpool to Boston, coming from Lyon and across in that 
way, that that would be probably a fair estimate. 

Q. (By Mr. Phillips.) Recurring to the subsidy just a moment, is it or is it not 
a fact that Norway and Sweden have developed their merchant marine more 
rapidly than other nations without subsidy?— A. 1 should hardly say that they 
had devoloped it more rapidly. Sweden certainly has not; Norway has. Norway 
has been doing a great tramp business, so that Norwegian steamers carry a very 
large share of our foreign business. They employ their vessels precisely as Ameri- 
can vessels were used 40 or 50 years ago, in business all over tlie world, and have 
been very successful. The profits they have made have been very large. 

Q. And yet they have no subsidies?— A. No subsidies. A very large part of the 
Norwe^an steamers, however, are built in English and in Scotch shipyards. 

(^. (By Mr. Conger.) I would like to go bach for a moment to the argument or 
claim of those who say that only on imports the Americans pay freight. Is it not 
a fact in the internal commerce of the country that the great ma3ority of sales 
are made delivered; in other words, the manufacturer paying the freight?— A, 
That is done to some extent. 

Q. That is quite a common custom?— A. I think it is. 

Q. Do we understand in the exportation of goods the contrary is the custom?— 
A. I do not say that is the case. I say that you can not figure on crediting or 
debiting the United States with both the exports and the imports; you must choose 
one or the other, and the imports would perhaps seem the more natural choice. 

Q. Would it not be a fairer way to say wo should divide on a combination of the 
whole?— A. We have not been willing to divide. We have claimed it all hereto- 
fore. I do 'not know that it would matter much. I said that merely because I 
noticed in going over the statistics of our shipping business that through the 
whole series of years, even from the very first, we nave carried a much larger 
proportion of our import business than our export business. 

Q. Take the exportation of wheat, for instance. Do you know whether it is the 
custom for the exporters of this country in Chicago or in the Atlantic seacoast 
towns to sell the wheat in this country or sell it delivered in Liverpool?— A. It is 
a double transaction as a rule. I think a man buys in Chicago so many thousand 
bushels of wheat, provided it can be landed in London or Liverpool at a certain 
price. 

Q. In other words, it is sold delivered?— A. It is frequently sold that way. Then 
there is good deal of spot wheat purchased in Baltimore, Philadelphia, and New 
York, and the English purchaser makes his own trade in chartering vessels to 
carry it. 
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Q. That would apply principally to the portion of wheat carried in tramp steam- 
ers?— A. It is perhaps a larger proportion of that. The freight rate may and 
undoubtedly does enter into the price in these through bills of lading. 

Q. (By Mr. Kennedy.) If our merchant marine were on an equality with that 
of Great Britain would it not then be simply a matter of competition, and the one 
giving the best terms for both import and export would get the majority of 
both?— A. Probably, assuming the facilities were equal. We used to beat them 
in facilities, and I nope we should do so again. 

Q. (By Mr. Clarke.) Is not the argument for free ships equally an argument 
for free imports of other manufactures?— A. Not necessarily, for this reason: 
The free-ship idea has been to confine foreign-built vessels sailing under the 
American flag to the foreign trade. The introduction of free goods to this coun- 
try means they are to be used in competition in this country itself. When a vessel is 
engaged in foreign voyages, whether American, English, Norwegian, or any other, 
she has to meet the world’s conditions. Nothing that we can dc can determine 
the results one way or the other— nothing we can do nationally. For that reason 
all must stand upon practically a common basis. If they can build their ships 
cheaper than we they have that much advantage over us; and the only way in 
which we can make headway is to get our ships as cheap as they do, and then 
the best man will win. 

Q. (By Mr, Litchman.) One question right in that connection. What would 
you think would be the effect of appl3dng to our foreign commerce the same pro- 
vision of the navigation laws that has given to us tne exclusive control of our 
coastwise trade?— A. In what way do you mean? By not allowing any other ves- 
sels to come in? 

Q. Not giving clearance to any other vessels.— A. I think it would lead to one 
of the worst commercial wars the world has ever seen, and that we should come 
out of it losing more than we could by any possibility gain. 

Q. Has that been the effect in the coastwise trade?— No; that trade is our own. 
We are asking foreign nations to buy of us and would be, at the same time, by the 
plan suggested, throwing an obstacle in the way. 

Q. (]^ Mr. Farquhar.) I presume you would open the lakes to the free trade 
so the Canadians could build for us?— A. For trade between Canada and the 
United States— not coastwise trade. 

(^. Do you think it is a disadvantageous condition that the lake trade is in now, 
under present restrictions which we have there on Canadian shipbuilding and 
Canadian traffic? Do you think the Americans suffer from it much?— A. I do not 
think they suffer, but I think if the restrictions now existing were taken off 
that most of the Canadian vessels would be built in Cleveland and Detroit and 
not on the Canadian side. 

Q. There would be no necessity for the present law if that would be the fact?— 
A. So long as there are restrictions on one side there are apt to be on the other. 

Q. Could you find a shipowner or shipbuilder who would agree to open the 
whole of that trade to the Cfanadians or to foreign-built ships that enter the trade?— 
A. I did not know there was any proposal to do that. The proposition simply was 
for vessels in the foreign trade. 

Q. That, of course, is foreign trade; no doubt about that.— A. If the vessels on 
the lakes were restricted to voyages between the United States and a foreign 
country, they would have a very limited field of operation. It would hardly pay 
any shipowner, as you must realize, to put money into a vessel of that kind. He 
would want a vessel on the lakes that he could employ between any of the lake 
ports. Most of the business on the lakes is the transportation of ore, wheat, and 
coal between Lake Superior and the lower lakes. 

Q. Of course it is in the hands of Americans and they are American ships, and 
American money in the furnishing of them. It is a practical way of .doing busi- 
ness and a very good law that shuts out the Canadian from cutting us on rates.— 
A. I have no fear of the Canadians cutting under us. 

Q. These foreign ships that you would buy in Europe you would give full 
American registry to?— A. Yes. 

Q. So they could go into the coastwise trade?— A. I have tried to make that 
point clear. I said simply engaged in foreign voyages. 

Q. Are you sure any law could be made to keep the American ship out of the 
coastwise trade— under American registry?— A. If that is legally impossible, then 
Congress is attempting every year many much more difficult tasks. It would be 
just as easy to restrict a vessel of that class from entering into the coastwise trade 
as it now is to prevent a foreign vessel from entering it. 

Q. (By Senator Kyle.) You might proceed now with the third division of 
your subject.— A. I wish to call the attention of this commission, as vice-chair- 



OSBOBNE HOWKS: — ^BEOIPROOITY WITH CANADA. 718 


man of the Boston Chamber of Commerce committee on reciprocal trade with 
Canada, to the necessity of formulating some trade treaty with Canada within a 
very short time if we are to maintain and increase the trade we have there. I 
think it is appreciated by very few that the trade which the United States has 
with Canada is the best trade relatively that we have with any foreign country. 
Man for man the Canadians are the largest purchasers that we have. We are 
living in an era of trade extension when we wish to obtain our markets all over 
the world wherever we can secure them; but it is too often overlooked that the 
markets of the United States— the markets of a great manufacturing people— are 
chiefly to be found among those who may be termed a corresponding people; 
that is, a people having essentially the same tastes and habits that we have, and— 
what is quite as essential— who possess the wealth enabling them to purchase the 
goods which we have for sale. There is no people on the face of the earth that is 
so nearly like ourselves as the Canadian people. In fact, the Canadians resemble 
those of us who live along the northern border quite as closely perhaps as the 
people along the northern border resemble those who live in the Gulf States. 
We are practically alike in our political, social, and industrial conditions. 

The Canadians have recently foundin the United States a market in which they 
can purchase to better advantage than elsewhere the goods that they need, that 
satisfy their habits and tastes; and what is more they have the money to pay for 
these. 

We have frequently had it urged that in seeking to establish reciprocal trade 
relations we should turn to countries which are unlike ours, which produced goods 
that we do not produce, so that the exchange would not be of what ipight be 
termed equivalent, but an exchange of dissimilar commodities. That, it seems 
to me, is a mistake, for the business of a country such as ours must to a large 
extent be carried on with those countries that are producing much the same 
goods that we produce, only under different conditions. 

Take for example our internal trade or interstate trade, such as that between 
the States of New York, Pennsylvania. Ohio, and Massachusetts. This is probably 
more than equal in volume to the entire export and import trade of the United 
States. Yet each of these 4 States, which is every 24 hours exchanging goods 
by train load after train load, is producing practically^ the same things that the 
others produce, only under those .slight varying conditions which lead to the mak- 
ing of a better market in one plac.e than another. 

I had brought forcibly to my mind the difficulty in the way of selling goods in 
a country which does not produce what we do during the time that I was in the 
Pacific Mail service. A part of that time I was employed on the steamers between 
Panama and San Francisco, and once a month the steamer which left Panama 
stopped at the port of Manzanillo, on the Mexican coast, for the purpose of land- 
ing there goods intended for the city of Colima, which was located 70 or 80 miles 
back in the mountains, and to whicn these were carried on mule back. This was 
the only means of access to the outer world that the city of Colima possessed, and 
all the trade that it did with the outer world went through that channel. The 
goods were sent from New York, Liverpool, London, Southampton, and Ham- 
burg, were landed at Aspinwall and earned across the isthmus to Panama, and 
once in a month were put on board the steamer which made this delivery. Now, 
I happened to be on the steamer that took that cargo up the coast on several dif- 
ferent occjasions, and as freight clerk I had to discharge it. Colima is a city of 
about 100,000 people— that is the number of the people living in the city and imme- 
diate suburbs, yet the total amount of goods from the outer world that this city 
needed once in a month would have just about filled one respectable freight car. 
That constituted the needs of its people. 

Now, the American manufacturer might send a traveling man through Mexico 
to build up that class of trade, and yet if the latter made a most successful trip 
his' employer could not possibly get half enough out of it to pay his “ drummer’s ” 
traveling expenses. The need there is for teachers, missionaries of civilization, 
to bring the people into a condition to use American goods. 

If you go to Canada and you find the conditions reversed— the market is already 
made— the people ready and willing to purchase of us, rather than of anyone else, 
even when there are obstacles in the way. 

Last year they purchased of us on a per capita basis— calling the Canadian people 
6,000,000, for that is what they claim— $17.60 per capita. The United Kingdom, 
which is our next largest purchaser, took $13.25. Germany took $3.60, but I think 
in the Treasury records there is a mistake, because there is a great deal credited to 
the Netherlanas and to Belgium— goods which enter at Rotterdam, Antwerp, and 
Amsterdam, and are carried from there to Germany; hence I venture to say that 
Germany purchases of us $5 per capita rather than $3.60. Argentina took $3, 
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Mexico $2.65, France $2.15, Italy fl.lO, Japan $0.70, BrazU $0.60. The 6,000,000 
people in Canada purchased of ns last year more than the 60,000,000 i)eople who 
live on the American Continent south of the Rio Grande. 

What is more, the Canadians purchased of us the goods that we most wanted 
to sell— the goods that yielded the best profit. I wish, for the information of the 
commission, to go through a comparative classification which I have made of the 
classes of goods which we buy of them and the classes of goods which we sell to 
them. 1 have taken the larger items from the rewrt of the Canadian minister 
of commerce, because our reports do not classify them in this way. Carriages, 
carts, and bicycles, we bought last year, in value, of Canada $17,689 and sold 
$1,325,407. In 1894— six years ago — our sales were only $250,000, showing an 
increase of fivefold in that time. Breadstuff s and grain, we bought $^1,318 and 
sold $7,866,831. Of these sales the larger part was Indian corn, which we can 
grow to better advantage than the Canadians. Animals, we bought $3,078,307 
and sold $546,083. These animals that we bought were of all sorts— horses, cat- 
tle, hogs, and sheep. Our sales were largely horses, and were sent mostly from 
Washington into British Columbia, where the agricultural conditions are not as 
good as ours. Fish, we bought ^,641 ,373, of which $1 ,280,000 were lobsters, which 
are drawing toward extinction in our country, and we sold $484,545 worth of fish, 
which was to quite an extent oysters, which we can raise better than can the 
Canadians. Hooks, nets, and seines, we bought none and sold $305,224. Silk and 
silk manufactures, we bought none and sold $549,805. Cordage and twine, we 
bought $26,109 and sold ^78,850. The larger part of this was binding twine, 
which we sold to farmers in Ontario and up in the Saskatchewan Valley. Manu- 
factures of rubber and gutta-percha, we bought none and sold $2,651,118. Glass, 
wt bought none and sold $535,000. Hay, we bought $715,000 and sold $88,000. Our 
purchases of hay last year were larger than on ordinary occasions. Last year 
was, as you may remember, in the northeastern part of the country, a very dry 
season. We ran short of hay and had to purchase it where we could get it. In 
1899 we purchased $118,000 worth, and in 1898 $24,000 worth, and in 1896 
$1 ,640,000. Whenever the crop in hay is short in this country we cross the border 
to get it. Paper, we bought $23,000 and sold $1,043,000. Vegetables, we bought 
$149,000 and sold $329,925. Hides and skins, we bought $1,396,635 and sold 
$2,128,488. Provisions, we bought $38,944 and sold $1 ,797,078. Leather and manu- 
factures of leather, we bought ^5,308 and sold $1,610,090, of which $529,281 were 
boots and shoes. Books, we bought $52,400 and sold $1,095,019. Cotton and 
manufactures of the same, we bought $144,782 and sold of manufactured cotton 
$1,509,313 and of raw cotton $4,491,575. Our trade in cotton-manufactured goods 
has gradually fallen off, as the year before last we sold $200,000 more than last 
year. The differential duty favoring England — which I shall explain to you in a 
minute or two— is telling materially on our Canadian sales of manufactured-cot- 
ton goods. Fruit, we bought $256,433 and sold $2,288,828. Our purchases were 
to a considerable extent apples, and our sales were largely subtropical fruits and 
fruits such as peaches and the like which we raise in the Middle and Northern 
States. Hats, caps, and bonnets, we bought none and sold $844,548. Electrical 
apparatus, we bought none and sold $847,000. Plants, we bought $3,500 and sold 
$317,000. Seeds, we bought $61,500 and sold $1,740,000. Drugs, dyes, and chem- 
icals, we bought $48,657 and sold $2,144,533. Wood and manufactures of wood— 
this is where they get the advantage of us— we bought $14,087,088 and sold 
$4,806,547. Coal, we bought $4,026,608 of bituminous coal and sold $4,359,742 of 
bituminous coal and $7,108,624 of anthracite coal. The trade in bituminous coal 
between Canada and the United States is about an even exchange. It is largely 
a question of geographical location. The Canadians have not developed coal 
mines to any extent in the interior regions. They have none until you get west- 
ward pretty well out to the Rocky Mountains, where they are opening some mines 
now; but they have very good bituminous coal deposits at the two extremes. 
We have no bituminous coal on the Atlantic or Pacific water front, but we have 
it very largely in the center of the country. 

Q. (By Mr. Clarke.) Is there not some on the Pacific?— A. Do you mean on 
Puget Sound? 

Q. (% Senator Kyle.) There is some in Washin^n State.— A. I went 2 years 
ago on ^nator Perkins’s line of steamers to San Francisco from Seattle, and on 
the trip I asked the engineer, “What coal are you using?” He said, “From 
Nanaimo.” I said, “ How is that? Don’t you use the Pi^et Sound coal?” He 
said, “ Our company owns mines there, but it is not good steaming coal. It is 
sbaly.” I found that in San Francisco they much prefer coal from Sydney or 
from Nanaimo. 

Q. In British Columbia?— A. Yes. Take it on the map here [indicating on 
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map]. We supply Canada with bituminous coal from a point about 150 miles 
west of Montrew. There 4;he coal from Pennsylvania and Ohio begins to come 
in. From there we run nearly to the Rocky Mountains, supplying the interior 
with bituminous coal. The Canadians supply us to some extent at both ends. 
On the Pacific, as I have said, there is no good coal that can be obtained from 
domestic sources, so it is supplied from Can^ or New South Wales, in Austra- 
lia. In New England our bituminous coal comes chiefly from the mines in west- 
ern Maryland and West Virginia. Now, the cost of mining coal at the pit’s 
mouth is as high in Nova Scotia as in West Virginia, if not higher. The mining 
in West Virginia is largely carried on by negro laborers at a low scale of pay. 
The coal of Nova Scotia is mined by white pecmle, who are paid a higher rate of 
wages. At the pit’s mouth there is not much difference, though the difference is 
in favor of West Virginia and Maryland; but the railroad haul to get this latter 
coal to tide water involves an average expense of about $1.25 a ton, and this is 
put on the price of the coal. The mines of Nova Scotia are practically on the 
water front. There is a haul to Louisburg in the winter time, but this is a trifling 
expense compared with the railroad expense in Maryland and West Virginia. 
We in New England are now paying for that railroad haul. It is a condition that 
can never be changed. You can not change it by protecting the business from 
the present time to the day of doom. There will always be that disadvantage 
against us. Our natural source of supply is in Nova Scotia, which is almost on 
our water front, with no greater water carriage than there is from the capes of 
the Chesapeake to Massacjhusetts Bay or the coast of Maine. This is a tolerably 
even exchange of equivalents. One country supplies the deficiencies in the center 
and the other at the extremes. When we put a duty on bituminous coal Canada 
puts it on, and when we take it off Canada takes it off. 

Metals and metal manufactures is one of the most important items in our series 
exchange— the most important so far as our sales are concerned. We have been 
purchasing to quite a large extent the raw minerals of Canada. For example, we 
bought of gold quartz $14,135,000. It enters in as an element of trade, but it is 
about as crude an element as you could possibly get. Copper ore, we bought 
$1,387,000; silver ore, $1,350,000; nickel, $1,040,000; lead ore, $681,280. A large 
part of this came down from the Kootenai district in Canada, and went to the 
great smelting centers of Montana, furnishing there the variations in ores 
needed to get the proper flux in smelting various forms of metals. We do not, on 
the other hand, sell to the Canadians ores or crade metals. W e sold them our metal 
manufactures in the following order: Manufactures of copper, $1,930,000; agri- 
cultural implements, $1,905,000; machinery, $4,821,000; miscellaneous iron and 
steel manufactures, $16,476,000; making a total sale of manufactured metals last 
year of $27,707,000. Now, when you take into account that no longer than 5 
years ago instead of selling them over $27,000,000 of this class of goods we sold 
them only $6,650,000, you will see the enormous increase that has been made in 
the absorption by Canada of our metal-manufactured wares. 

But to put the classification in a little different form. The Canadians classify 
their sales in foreign countries by the products of the mines, fisheries, forests, 
animals, agricultural products, and manufactured wares. Now, I will first take 
4 years ago— 1896— and then last year. In 1896 we bought of Canada, products of 
the mines, $7,438,000, and sold $9,222,000; fisheries, $3,302,000, and sold $322,000; 
forests, $13, .528, 000, and sold $2,732,000; animals, $3,341,000, and sold $8,308,000; 
agricultural products, $8,233,000, and sold $10,1^,000; manufactures, $2,531,000, 
and sold $28,184,000; that is, our total purchases of them in these lines were 
$34,373,000 in 1896, and we sold them $.52,892,000. Last year, 1900, the Canadians 
sold us of the products of their mines $14,135,000 worth of gold quartz, and a total 
of mine products amounting to $23,700,000, and we sold them of the products of 
our mines $11,600,000; of fish products, we bought $3,689,000 and sold $484,000; of 
products of the forests, we bought $12,805,000 and sold $5,200,000; animals, we 
bought $5,326,000 and sold $8,420,000; agncultural products, we bought $2,041,000 
and sold $19,080,000; manufactures, we bought ^,857,000 and sold ^1,862,000. 
In other words, we sold to the people of Canada of our manufactured wares more 
than $10 per capita. We sold in Canada last year nearly as much of our manu- 
factures as we sold of these to the entire world in 1870, and about one-sixth as 
much as we sold to the entire world last year. 

I have emphasized this point because our people seem to overlook the existence 
of this enormous trade, one that is closely connected with us— on our very border. 
They do not realize that this trade gives employment to every department of 
American industry, from the time of taking the materials from the mines and the 
fields, and, while they are carried in their hmf-finished condition, through factories 
6»d wQrkshops, into th6 stores, up to the time that they are transferred, in a fi»- 
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ished state , ready for consumption, into Canadian hands. This is a class of business 
that needs to be encouraged, because it gives employment all along the industrial 
line, and rives a profit all along the same line. T^is trade is infinitely better than„ 
that which consists in dig^ng the same amounts in value from the earth, orreap^’' 
ing it in the field and sending to forei^ markets for sale in crude forms, for the 
reason that the manufactured commodity represents vastly more employment to 
American labor and larger returns to American capital. 

Now, these Canadian trade conditions are eminently satisfactory, but the difift- 
culty is they are not likely to continue so, unless we are prepared to do something 
toward meeting Canadian wishes in the way of giving her a market for what she 
has to sell. 

Q. (By Mr. Farquhar.) If you would touch on the British differential now. — 
A. I am getting to that. The Canadians, about 4 years ago, proposed by act of 
Parliament to grant to any other country that would give to Canadian products 
what Canada considered equivalent tariff conditions a concession of 12^ per cent 
in the then duty, this to be increased the next year to 25 per cent. At the time 
there was no country prepared to take advantage of this offer except Great 
Britain, for Great Britain charges practically no duty on any Canadian product, 
except possibly Canadian whisky. For a time, in consequence of treaties witli 
England, Belgium and Germany received this benefit until these treaties were 
denounced, as it is termed. Since then the English have enjoyed it without rivalry. 
Lately the differential has been increased to 33^^ per cent, so that Amerij||ii goods 
entering Canada pay 50 per cent higher duty than is paid by corresponding 
English goods. Still, in spite of this differential against us (which, as Canada’s 
duties average about 30 per cent, would amount on a shipment of $100 to a benefit 
in favor of England of $10, or in many instances the equivalent of a large profit 
on the sale), in spite of this difference American manufactures have entered Can- 
ada and in very many departments of trade have driven out the English manu- 
factures. In cotton manufactures the latter have been able to lessen our sales, 
but in little else. That is partly due to the fact that it is easier for the Canadian 
to get to the American market than to the English market. Orders can be trans- 
mitted in 24 hours and executed in 48 or 56 hours, and again, if there is any ques- 
tion about the goods whether or not of the kind ordered, the differences can be 
easily settled. Again, we manufacture goods more to the Canadian tastes than 
do the English. The Canadians are more nearly like ourselves, though they would 
deny it, than they are like the English and they favor our styles more generally 
than they do the English. These are factors in our favor; and yet a short time 
ago very few people would have believed that American manufacturers could go 
into a neutral market and compete with and defeat the English on such grounds 
as these. We now enter an English colony; we go there at a disadvantage, and 
yet we undersell England in that market. I think there has never been a more 
wonderful exhibition of the ability of the American manufacturer to make fine 
qualities of goods at low prices and his ability to sell these in foreign countries 
than has been afforded by this experience of the last 2 or 3 years in Canada. It 
shows that we are above all competitors and that there is no country in the world 
that can compete with the American manufacturer and the American working 
man, without regard to tariff. 

Q. (By Mr. Litchman.) Have you gone far enough to learn how much of that 
trade has been retained by selling at a price less for the same kind of goods than 
they have been sold for in the American market?— A. I dare say that is done. All 
nations do that every day. I do not think they are discriminating any more in 
Canada than in Germany, France, or any other country. No matter wnat condi- 
tions of tariff you have, that is a method of trade— of making slaughter sales in 
the foreign markets— that the manufacturers of ail countries employ. 

Q. You are not like some economists who use that as an argument to take the 
tanff off?— A. No, Whether it is on or off trade of this kind will go on much the 
same. The future difficulty that we have to face is this: We have made great 
trade gains; but the Canadians are naturally dissatisfied. They sell us their crude 
commodities and that is all, and they do not sell a great deal of these, relatively 
yaking. They have a tremendous market in England which they have built up. 
Their sales in England last year amounted to $107,0(X),000 in value, and in the 
future it will increase greatly on that. 

A few years ago we were blind enough to believe that Canada had no market 
other than that of the United States, and that our proper diplomatic course was to 
close that market and thus force the Canadians down on their knees to beg to be 
taken as States into the American Union. We never made a more fatal diplomatic 
error. We raised that class of resentment which we would have felt ourselves if 
the same policy had been practiced against us. The Canadians are an Anglo-Saxon 
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people and yon can not drive an Anglo-Saxon people, though yon may coax them. 
The result was that we built up for Canada a new market. Instead of the trans- 
portation Unes running north and south between their country and ours as they 
Should, we forced Canada into building the Canadian Pacific Railroad, thus par- 
alleling our railway systems. We forced Sir John Macdonald to adopt his 
“national” policy and to endeavor to build up manufacturing industries in 
Canada. We forced the Canadians to look across the Atlantic to England to get 


there the market which we refused them. Now they are independent of us 
so far as the market is concerned. They do not sell us enough to make it a vital 
question whether they do business with us or not. We are the petitioners. We 
see in Canada our best market; Canada sees nothing here that is seriously neces- 
sary to her welfare. The tendency has been and is to drive Canada away from 
us. Thus, in the future, if 83i per cent differential is not enough, it will be raised 


to 50 per cent or 75 per cent, or it will be swept away by the federated empire of 
England and her colonial dependencies, a change which is by no means unlikely. 
In the transformations now taking place the old English free-trade system may go 
by the board, and England and her colonies find their advantage in trading 
between themselves ana in supplying ea(;h other’s needs. This change may not be 
so far off unless we intervene; and, looking to our own interests, we are com- 

S elled by the necessities of the case to intervene. It is not altogether our Cana- 
ian market that is in peril. Of our enormous exports, more than half are sold 
to England and England’s dependencies and colonies. We can not afford to lose 


this Engmh market. 


If we can make a treaty with the Canadians which is satisfactory to them, and 
which gives to them something of a market here, we shall have a clutch on them 
which they will not care to break; and whatever may happen in other respects, 
this would be of distinct advanta^ to us. 

Now what are the obstacles? There are three conditions which we have to 
meet if we are going to make a trade treaty with Canada. We must make con- 
cessions in the duties on fish, lumber, and coal. So far as agricultural products 
are concerned— potatoes and eggs and goods of that kind— it is a relatively small 
matter. As we are now selling to the Canadians $19,000,000 worth of our agri- 
cultural products, it would seem to be rather discourteous to grumble because 
they sell farm products to the value of 2 or 3 million dollars to us. But on the 
lawr items we must do something. 

The coal interests of Maryland and West Virginia are exceedingly strong, and 
they naturally object to anything threatening their New England market. 

As to the fish business, I have been a fi.sherman myself— a fisherman by descent, 
at least. We have the Gloucester fisheries held up before us as the “nursery of 
the Navy.’* What are you going to do, it is asked, to get the sailors to man our 
warships unless you protect the fishing industry in Gloucester? Now, I have had 
a strong interest in the fishing industi^ as long as it was American, but it has 
ceased to be an American industry. There is American capital invested in it 
and there are certain American oflicers employed on the fishing vessels. One of the 
members of your commission has lived there, and he will correct me if he thinks 
I am wrong. But the larger part of those engaged in the catching of fi.sh are from 
Nova Scotia, New Brunswick, and Portugal. They are not American citizens. 
Some of the Portuguese will possibly become so, but those from the Provinces 
come there during tne fishing season, and after this is over they go back home. 
Each year there is printed a list of the unfortunates who have lost their lives 
by various disasters during the year— a most pathetic list and often a large one. 
Last year, out of some 50 or 60 men whose lives were lost— it may have been 3, but 
I am inclined to believe it was but 2 who were Americans, and these 2 were 
captains of vessels; the rest were foreigners. That indicates how little of an 
American industry it is when compared with what it once was. 

When we had our war with Spain, the United States Government, having a 
notion that this was truth and not mere tradition, sent down two battleships or 
cruisers to Gloucester to exploit that nursery of the Navy idea and get as many 
men as possible. These stayed there nearly all the time of the war, and I thing 
they enlisted a little over 300 men— that is al>out half as many as would be neces- 
sary to mjftn one battleship. Boston is not a nursery of the Navy and never 
claimed to be, but we enlisted some 1,700 men during the same time. So I say 
this is fiction. Yet, when this matter is brought up in Congress you will hear any 
amount of elonuence about these poor men giving their lives to hard service, who 
must be looked upon to defend the honor or the flag on the seas if ever the occa- 
sion calls for it. The American does not like this fishing business. It is too hard 
a business for him. He can find better pay on shore and be with his family. 

The lumber interest, of course, is different. When our committee appeared 
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before the Anglo-American Commission, we were told that the lumber interest 
was one of the strongest in opposition to any change of this kind; and there again 
the reason is geographic to quite an extent. The market for lumber is largely in 
the New England and Middle States. It is a long haul from Minnesota and Wis- 
consin, and it is a short haul from Canada. The hard-pine lumber that comes in 
from the southern tier of States is also affected by its distance— a disqualification 
which can never be overcome by anything except a remaking of the world. 

What I desire, gentlemen, to impress upon your minds as representing the 
chamber of commerce, is that our interests in New England largely turn us 
toward our northern neighbor. We look upon Canada as fairly tributary to our 
market; we believe that the border line is largely an artificial one, and that as we 
are, to quite an extent, cut off from the West, we should have the right, as far as 
possible, to exploit the country to the north and east of us. If Canada is ever to 
De made a part of the United States it must be by drawing the Canadians to us 
with the strongest possible bands of trade. 

Q. (By Mr. Clarke.) Do you know of any willingness on the part of the gov- 
ernment in Canada to negotiate a treaty?— A. 1 am inclined to believe that there 
would be no difficulty in making a treaty on the ground of equivalent conces- 
sions, without regard to the special products. 

Q. Is it not wiriiin your knowledge that special efforts have been made several 
times in recent years to come to a basis of agi'eernent and a common understand- 
ing, and that the rock upon which they split every time has been the classification 
of articles?— A. Well, 1 know the rock they split upon very largely was” the lum- 
W interest. That was one part of the classification, no doubt. I had that 
statement, in effect, from Mr. Dingley, and I suppose that he knew. He was a 
member of the commission. 

Q. (By Mr. Litchman.) In what section of the country did that manifest itself 
most strongly? — A. The most prominent opponent was the distinguished Con- 
gressman from Minnesota, Mr. Tawney. 

O. Did it affect the lumber interests in Michigan?— A. Oh, no; Michigan is 
no longer the center of the lumber indu-stry. 

Q. (By Mr. Ci-arke.) Is not the manufacturing industry in Canada generally 
opposed to a reciprocity treaty?— A. I dare say it is. It is also opposed to a dif- 
ferential tariff with England, but this does not seem to make any difference in 
the policy of the Government, however. 

Q. Is it your plea that this differential of theirs stands in the way of a reci- 
procity treaty?— A. I do not think so. I think very likely it was initiated for the 

E urpose of forcing something of the kind. I think it has now obtained such 
eaaway that it is working out its results on its own grounds. 

Q. If Great Britain puts an export duty on bituminous coal, do you think there 
would be aiw import of that coal to this country?— A. Imports from where? 

Q. From Wales?— A. No; there never has been for years; there would not be 
under any circumstances. 

Q. You think it would be, then, about an even exchange so far as coal is con- 
cerned?— A. ;^tween the United States and Canada, yes. 

Q. And to the accommodation of the people in the extremes of the continent?— 
A. Yes, I think so; I think there would be an increase of trade on both sides. 

Q. Is it your opinion that this country should make Overtures to Canada for 
remprocity?— A. I think it would be de.sirable. I think we have more to gain 
than Canada has. 

Q. (By Mr. Farquhar.) Is it not a pity to disturb the present balance of trade 
Wmch we have with Canada?— A. Well, this is one of those arrangements which 
should be made while we have the opportunity. You know the story of the 
Sibylline books, offered to one who would not take them when he could, and on 
each subsequent occasion the number was reduced and the price increased. It 
may be that way with us. 

(Testimony closed.) 


Washington, D. C., May 14^ 1901, ' 

TESTIMONY OF MR. WILLIAM NICHOLSON, 

Manager Central Hallway Clearing Houses Buffalo^ N, Y, 

The commission met at 11.02 a. m.. Chairman Kyle presiding. At that time Mr. 
William Nicholson, Manager of the Central Railway Clearing Honse, Buffalo, N. Y., 
appeared as a witness, and being duly sworn, testified as follows: 

Q. (By Senator Kylk.) You may state your name, address, and business to tno 
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stenographer, plea8e.--A. William Nicholson, Manager of the Central Railway Clear- 
ing House, Buffalo, N. Y. 

Q. Please tell the commission something about the organization of this clearing 
house, the purpose of its inception, its aims, and its methods. 

The Witness. (Reading) ; 


‘^CENTRAL RAILWAY CLEARING HOUSE. 

“The clearing-house principle was made applicable to the through freight traffic 
accounting of the New York Central and Hudson River Railroad Company, its leased 
and operated lines, at the instance of Mr. John Carstensen, comptroller. 

“As a natural sequence, a clearing house was established at Buffalo, N. Y. (the 
geographical center of the system), for the purpose of handling certain details of 
through freight accounts for the allied roads terminating at the Niagara frontier. 
Its advent was publicly announced, and its authority set forth by the executive 
departments in tne following circular : 

“ [New York Central and Hudson River Railroad Company, Lake Shore and Michigan Southern Rail- 
way Company, Michigan Central Railroad Company, New York, Chicago and St. Louis Railroad 
Company, West Shore Railroad, Pittsburgh and Lake Erie Railroad Company.] 


JOINT NOTICE. 


February 10, 1899. 


‘^Mr. William Nicholson is hereby appointed manager of the ‘Buffalo Railway 
Clearing House,’ to be established April 1, proximo, and to have charge of all accounts 
and statistics pertaining to througn freight business passing over the above roads, 
now covered by through, joint, or fast freight line billing. 

“S. R. Callaway, 

“Pmt. N. Y. C. and H. R. R. R. and leased lines. 

“W. H. Newman, 

^‘Prest, L, S. and S. Rwy. Co. 

“H. B. Ledyard, 

**Prest. M. C. R. R. 

“W. II. Cannifp, 

*^Pre8t. N. V. C. and St. L. R. R. Co. 

“J. D. Layng, 

“ Vice-Presl. Jf'. S. h\ R. 

“J. M. SCHOONMAKKR, 

“ V. P. and G. M. P. and L. E. R. R. Co. 


“On February 21, 1899, a meeting of the chief accounting officers and auditors of 
freight accounts of the system roads was held in New York City, when the pursuing 
organization was effected. 

“ Narnc.—The Buffalo Railway Clearing House. 

•‘//oca^ion.— Buffalo, N. Y. 

New York Central andlindson River Railroad Company, West Shore 
Railroad, Lake Shore and Michigan Southern Railway Company, Michigan Central 
Railroad Company, New York, Chicago and St. Louis Railroad Company, Pittsburgh 
and Lake Erie Railroad Company. 

**Management. — The affairs of the clearing house to be under the control of a 
manager. 

^‘Duties.— The clearance of freight-revenue balances accruing between the clearing- 
house roads, on all interline, joint, and fast freight line traffic passing through Buf- 
falo or crossing the Niagara River at Black Rock and Suspension Bridge, billed on a 
through waybill; and to keep the accounts of tho New York Central and West 
Shore fast freight lines. 

“ The complete and proper revision of all hilling. 

“ The compiling and furnishing to the accounting departments of the roads mem- 
bers of the clearing house with all statistics, statements of earnings, etc., required 
by them from time to time, and the furnishing to other roads not members of the 
clearing house such information and statements as formerly required from the New 
York Central and West Shore fast freight lines. 

“The checking and recording for the roads members of the clearing house, and 
the New York Central and West Shore fast freight lines, of all joint or fast freight 
line claims. 

The keeping, under the supervision of the manager, of complete records of 
cl aring house and fast freight line business. 

“ All freight agents of companies members of the clearing house to be considered 
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as agents of the clearing honse^ and to respect and comply with all orders of the 
manager thereof consistent with the accounting regulations of the olearing*honse 
roads. 

‘^Clearing-house traffic, other than fast freight line, to bo waybilled exclusively 
without divisions of earnings on a special clearing-house waybill, to be used by all 
roads for business within the clearing-house territory. 

“The clearing house to use, whenever practicable, the standard blanks of the 
Association of American Railway Accounting Officers. 

“ On April 7, 1899, another meeting was held in New York City for the purpose of 
electing an executive committee, to have supervivion over the clearing nouse and 
to act upon questions affecting its management and development, resulting in the 
election as such committee of Messrs. John Carstensen, comptroller New York 
Central and Hudson River Railroad, chairman; R. H. Hill, auditor Lake Shore and 
Michigan Southern Railway; A. J. Burt, auditor Michigan Central Railroad; J. P. 
Curry, auditor New York, Chicago and St. Louis Railroad; C. H. Bronson, auditor 
Pittsburgh and Lake Erie Railroad. 

“Its duties to be as follows: 

“(a) To act on all questions affecting the conduct of the affairs of the clearing 
house as constituted or as it may be enlarged from time to time. 

“(6) In conjunction with the manager, to decide all matters relating to expenses 
and the division of same as between roads in interest. 

“ (c) To act on all applications for increased membership. 

“ (d) To hold meetings upon call of the chairman or upon the request of any 
3 members. 

“It will thns bo seen that the clearing house began its career with a charter mem- 
bership of 6 roads, viz, New York Central and Hudson River Railroad, West Shore 
l^ailroad, Lake Shore and Michigan Southern Railway, Michigan Central Railroad, 
New York, Chicago and St. Louis Railroad, Pittsburgh and Lake Erie Railroad. 

“The membership of the Michigan Central Railroad was discontinued at a meet- 
ing of the executive committee held in New York City on Novembers, 1899, same 
to bo effective December 1, 1899, thus reducing the clearance-house membership to 
the 5 other roads named above, the New York Central and Hudson River Railroad 
resuming junction settlements with the Michigan Central Railroad at the Niagara 
frontier under the s.ame arrangement as obtained prior to the establishment of the 
clearing house. No further change in membership occurred until May 1, 1900, when 
the Cleveland, Cincinnati, Chicago and St. Louis Railway, and the Lake Erie and 
Western Railroad were admitted to membership. 

“In view of the fact that these companies and the Pittsburgh and Lake Erie 
Railroad Company have no termini in Buffalo, together with reasons of a local char- 
acter, the executive committee at a meeting held March 12, 1901, changed the name 
of the Buffalo Railway Clearing House to that of the ‘Central Railway Clearing 
House.’ 

“As already stated, the initial province of the clearing house was to control the 
accounting of revenue on traffic passing the Niagara frontier. This it has satisfac- 
torily accomplished, and the results have been promptly furnished to the accounting 
officers of the roads, in accordance with their varied recjuirements necessitated by a 
dissimilnrity of accounts, and in time for inclusion in their monthly records. 

“From time to time the duties of the clearing house have been largely increased, 
to the extent that at present it accounts for the revenue on traffic— 

“(a) Interchanged between the New York Central and Hudson River Railroad, 
West Shore Railroad, Rome, Watertown and Ogdensburg Railroad, Pennsylvania 
Division of the New York Central and Hudson River Railroad, Mohawk and Malone 
Railway, Wallkill Valley Railroad, Beech Creek Railroad, and Lake Shore and 
Michigan Southern Railway, Now York, Chicago and St. Louis Railroad, Cleveland, 
Cincinnati, Chicago and St. Louis Railway, Lake Erie and Western Railroad, and 
Pittsburgh and Lake Erie Railroad, passing the Niagara frontier. 

“(&) Between the Lake Shore and Michigan Southern Railway and Cleveland, 
Cincinnati, Chicago and St. Louis Railway. 

“(c) Between the Lake Shore and Michigan Southern Railway and Pittsburg and 
Lake Erie Railroad. 

“(d) Between the Lake Shore and Michigan Southern Railway and Lake Erie and 
Western Railroad. 

“(c) Between the New York, Chicago and St. Louis Railroad and Cleveland, Cin- 
cinnati, Chicago and St. Louis Railway. 

“ (/) Between the New York, Chicago and St, Louis Railroad and Lake Erie and 
Western Railroad. 

“(fif) Between the Boston and Albany Railroad, Boston and Maine Railroad, 
Now York Central and Hudson River Railroad, West Shore Railroad, Rome, Water- 
town and O^ensburg Railroad, Pennsylvania Division of the New York Central 
and Hudson River Railroad, Mohawk and Malone Railway, Wallkill Valley Railroad, 



WK. WI0HOL8OK:-— BAIIWAY OtEABIMG HOUSE. 721 


Beech Creek Railroad, Lake Shore and MlohiMn Sonthem Railway, and all Paoiflo 
coast roads where transcontinental tariffs ap^y. 

^<As regards the latter class, viz, transcontinental traffic between the Atlantic and 
Pacific coast points, the clearing house also acts for the Boston and Albany Railroad 
and Boston and Maine Railroad companies in the matter of accounts, the agents of 
these companies reporting to and being subject to the rules of the clearing bouse. 

“The revenue on traffic between transcontinental tariffjioints on the Pacific coast 
and those within clearing-house territory east of the Niagara River (including those 
on the Boston and Albany and Boston and Maine railroads), via the Michigan Cen- 
tral Railroad, is also taken care of in the clearing house, but the proportion of such 
traffic to and fi'om local stations situate on the fines of the Michigan Central Rail- 
road Company is accounted for by that company direct. 

“Prior to the organization of the clearing house practically all business inter- 
changed between the roads was settled for by the agents at junction points. The 
cleanng-honse territory, so far as accounting interests are concerned, is practically 
one raimoad. The clearing house has no intermediate junction settlements whatever. 

“The system in vogue does more than the modern audit-office plan in the way of 
economical, expeditious, and simple settlement. Take, for example, a shipment Lorn 
Boston to East St. Louis. The old junction-settlement plan would re«iuire the stop- 
ping of the waybill at Albany, East Buffalo, and Cleveland for junction settlement 
between the roads handling the shipment. Under the modern audit office settlement 
plan it would be necessary for the auditor of the Cleveland, Cincinnati, Chicago and 
Bt. Louis Railway to render complete detail as to abstracts, division sheets, summa- 
ries, etc., to the Lake Shore and Michigan Southern Railway, New York Central and 
Hudson River Railroad, and Boston and Albany Railroad. With the clearing- 
house plan the waybill would be reported (forwarded) by the agent at Boston and 
(received) by the agent at East St. Louis direct to the clearing house, where same 
would be accounted for to roads in interest. At the end of each month the proper 
officer would be notified by it of the net debit or credit balance affecting the other 
roads for all waybills so handled in a given month. 

“The old method provided that each individual waybill should be divided and 
settled between the roads, while now all waybills in a month between given points, 
taking given subdivisions, are brought to a total, which is subdivided. Considering 
the large volume of business handled by the clearing-house roads, the possibility 
ol delivering shipments to consignees on proper rates or collecting proper charges 
is wonderfully increased, inasmuch as shipments moving over the clearing-house 
territory or to the Pacific coast beyond are waybillod through without any division 
of revenue being shown on the waybills, and as no junction settlements between 
agents are made, consequently no amounts are shoiyn on the waybills as advance 
charges. 

“ It is therefore possible for agents to correct the waybills when delivery of freight 
is made to basis of proper through rates, inasmuch as there are no advances paid 
connecting railroads, which in case of error would compel them to secure authority 
to change before final settlement with consignees. 

“ It is assumed that the clearing house has done more than any other agency to 
provide for the delivery of shipments to consignees on proper net charges. The 
clearing house nullifies the multiplied settlements of the railroads, expedites the 
movements, and, so far as the public is concerned, minimizes the collection of over- 
charges, simplifies the accounting, and concentrates the preparation of statistics 
and other information for railroads in interest. 

“ The clearing-house system of accounting is based upon daily forwarded abstracts, 
daily received abstracts, and monthly balance sheets, with the necessary auxiliary 
forms, corrections, etc., as per sample forms herewith submitted. 

“Estimated railroad balances are drawn for weekly, between the financial offices 
on figures furnished by the clearing house. A final net balance is drawn for at the 
end of each month. All moneys collected by the agents are remitted to the treas- 
urers of the roads direct, no remittances account of revenue accruing for freight 
trnnsportation being sent to the clearing house. 

“The general supervision of the affairs of the clearing house is handled by the 
manager and his chief clerk. The work is divided into 11 departments, each in 
charge of a head clerk, as follows: 

“accounting department. 

“Consists of 9 clerks and takes care of the general accounts of the clearing house 
as well as maintaining separate sets of generw books for each of the New Ywrk Cen- 
tral and West Shore fast freight lines, viz, the Red Line Transit Company White 
Line Central Transit Companv, Great Central Route ‘Blue Line,’ Canada Southern 
Lin^ North Shore Despatch, West Shore Line, Nickel Plate Line. 

“The cashier handles the receipts and disbursements account of the general 
expenses for the clearing house as well as for the fast freight lines specified above. 
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^^APPORTIONMENT DEPARTMENT. 

Has 22 clerks. This department handles completed reports when received from 
the abstract department; stamps same with percentage stamp, showing proper 
percentages to be applied between points shown thereon. These items, shown in 
blocks, are drawn off on apportionment sheets, grouped as per stations from and to. 
At the close of business each month these sheets are footed, summaries balanced 
with abstract department, and revenue apportioned among all roads int>ere8ted, on 
the basis agreed to and published by the traffic officials of the roads. 

“Interline audit office settlement" accounts for all our 9 roads, in connection 
with the 49 roads west of the clearing-house territory, are handled by this depart- 
ment. 


“ STATISTICAL DEPARTMENT. 

“Compiles road statistics and those required by the several fast freight lines. 
Makes classifications of commodities hauled, on forms set forth by the Interstate 
Commerce Commission ; prepares special statistics of tonnage for the various freight- 
traffic officials, and furnishes Western freight agents and others with daily state- 
ments of billing covering their various territories. This department has a force of 
23 clerks. 


“abstract department. 

“Conducts the checking and auditing of forwarded and received abstracts, sum- 
maries, etc., notifying .agents of various changes made in same. This department 
necessitates the employment of 37 clerks. 

“ REVISION DEPARTMENT. 

“With a force of 37 clerks revises the waybills, issues corrections, files tissues, etc 
“claim department. 

“ Handles fast freight line over and under charge accounts ; checks various claims 
for the fast freight Tines; checks joint and interline claims for the claim agents 
of the roads members of the clearing house, the one check of the clearing house 
answering for the several checks under the old system, when the claims were sent 
from one road to another to be handled by each claim agent and checked by each 
freight accountant. 

“This department handles all final balance sheets of the agents of the roads mem- 
bers of the clearing house, and prepares each day for the trunk line association a 
report of all east-bound waybills passing the Niagara frontier, this report being 
accompanied by a copy of each waybill. This work is conducted with a force of 52 
clerks. 


“daily earnings department. 

“ This department compiles for the 9 roads in the clearing house statements of 
daily earnings on all business interchanged, together with earnings on audit office 
settlement business, in connection with the several transcontinental routes, furnish- 
ing daily statements to the Boston and Albany Railroad, and the Boston and Maine 
R^lroad on audit-settlement business. The weekly balances between the road mem- 
bers of the clearing house are estimated in this department, which consists of 13 clerks. 

“mailing department. 

“Employs 10 clerks. Collects outgoing and opens incoming mail. Strips interline 
and fast freight line tissue copies of waybills and distributes same to accounting 
officials, commercial and fast freight line agents; sorts claims and vouchers; has 
charge of all matter forwarded and received by express, sorts reports for various 
other departments, and performs general messenger service for the clearing house. 

“BINDERY. 

“This department has 1 employee, who binds abstract books, volnmes of tissue 
copies of waybills, records of apportionment, as well as sundry volumes of records 
used in the clearing house. 
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‘^STATIONERY. 

“Has 2 clerks, who handle and distribnte the supplies of books and stationery and 
fill the requisitions of agents for blank formS; etc. 

“ TELEGRAPH. 

“This department has 1 operator, who handles all telegraphic oonimunioations 
forwarded and received by the clearing house. 

“The clearing house has a total force of 220 employees, divided as follows; 


Manager 1 

Chief clerk 1 

Private secretary 1 

Cashier 1 

General bookkeeper 1 

Head clerk 8 7 

Stenographers 7 

Telegraph operator 1 

Binder 1 

Stationer 1 

Clerks 198 

Total 220 


“The total number of clerks employed on what may be termed actual clearing- 
house work is 158. 

“The average clerical salary paid (exclusive of superinteudeuce) is $44.94. 

“The Central Railway Clearing House has long since passed through the crucial 
part of its existence, and notwithstanding a new system of accounting, unfamiliar 
alike to agents as well as to others in the clearing house, it has been, from account- 
ing, traffic, and other standpoints, a success from the <late of inception. 

“A partial idea of the enormity of its business, from the date of its organization 
to the present, can be gained from the following statistics to May 1, 1901 ; 


Revenue clearo<l between membership roads $33, 997, 541. 91 

Total number of tons forwarded and received from stations on all 

roads, divided into 60 commodity classes 9, 626, 994 

Total number of waybills revised and filed in revision department . . 2, 860, 987 

Total number of waybill copies handled and distributed 14, 300, 198 

Total amount increased revenue, account revision department $164, 454. 22 

Total number of waybills abstracted for trunk-line commissioners 
on traffic moving east bound from the Niagara frontier, showing 
number, date, station from and to, weight in pounds, extended and 

footed 1, 532, 986 

Total number of claims received from all sources and checked 114, 264 

Total number of letters written 129, 878 

Total number of telegrams forwarded and received 31, 590 

Total number |)iece8 of mail handled 1, 467, 466 

Total mileage included in clearing-house territory 11, 257 

Total number stations reporting to the clearing house 2, 241 

Total number agent’s requisitions for supplies filled by stationery 

department 14, 608 

Total number of books bound in binding department 17,680, divided 
as follows: 

Abstract books 13, 620 

Volumes of tissue waybills 1, 898 

Records of apportionment 676 

Sundry volumes 1, 686 


“ Monthly meetings for consultation in regard to details are hold in the office of 
the manager, and arc attended by the auditors of freight accounts of the roads mem- 
bers of the clearing house. 

“The clearing house is a progressive step in railway accounting. It is a move in 
the direction of economy, and when more turough billing is established, more roa^ 
admitted, and when a universal system of freight aocountiog is adopted by the 
auditors of the roads the greater success of the clearing boose will be assured. 
Toward the adoption of a uniform system of freight accounting the clearing house 
has already become an important factor. 

“ Prior to its establishment agents were obliged to rej^rt all waybills forwarded 
and received on each road in the territory now covered oy the clearing house. By 
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the clearing'honse method a daily forwarded and received report now takes the 
place of the six or eight formerly used. 

^‘Its methods represent the most pronounced concentration of through freight 
accounting. 

'^At the recent railway congress in Paris Commissioner Knapp, Chairman of the 
Interstate Commerce Commission, announced that he favored a clearing-house system 
for all American railroads. 

‘'The late George R. Blanchard, trunk line commissioner, who was also a delegate 
to the congress, fnlly agreed with Commissioner Knapp, and for proof referred to 
' The great success of tlie railway clearing house at Bnnalo, N. Y/ 

"As regards the clearing house from a trafiBc standpoint, one of the most prominent 
railway traffic officials of the United States has written of it as follows : 

" ' By the arrangement of through hilling with settlements through the clearing 
house at Buffalo, every agent on the Pacific coast terminalo of the Northern Pacific, 
Great Northern, Union Pacific, Santa Pe, and Southern Pacific, including their inter- 
mediate lines and connections through the gateways of St. Paul, Omaha, Kansas 
City, etc., are through billing and soliciting agents for every Eastern road that is a 
party to this arrangement; likewise the agents of the Eastern roads are correspond- 
ingly agents for the Western roads. 

" 'It is our experience that no arrangement of accounting between connecting 
roads is so satisfactory and produces such good results as that of through billing 
with audit settlement. The work of the clearing house in that connection has been 
marvelous. It simplifies accounts, increases our traffic, disposes quickly and cor- 
rectly of many errors in billing, cements and brings together in closer relation the 
various roads with each other, and, in fact, is one of the great modern improvements 
for the settlement of interchange traffic. Certainly no more correct, simple, or ben- 
eficial method can ho adopted for promoting interchange business, as well as sim- 
plifying the auditing thereof.’ 

"The clearing house is not an institution or organization, strictly speaking, but 
is merely a branch of the auditing departments of the individual railways repre- 
sented in its membership, the manager being subject, more or less, to the instruc- 
tions of the chief accounting officials of each road in interest.” 

Q. (By Mr. Ripley.) You have referred several times to the fast freight line. 
Will you explain what those .are, and what the tendency is in development of those 
fast freight lines at the ])re8eut time— the relations that they bear to accounting? — 
A. The fast freight line was started in the days when one road was afraid to let its 
cars go on the tracks of another, when they transferred freight and made the set- 
tlements on the revenue thereof at junction points. In order to obviate tie delays 
caused by that method of procedure, various lines were organized, such as the Blue, 
the Red, and the White lines, for the purpose of allowing the cars to go through, 
we will say, from New York to Chicago or St. Louis. A special waybill was prepared 
to meet the accounting requirements, and all read Blue or Red or White line, as the 
case might be, but in the waybills the division of revenue among the railroads was 
shown on each single shipment at the bottom of the bill, and when the first junction 
point was met the agent of the other road paid in cash to the agent of the initial 
road the revenue due him. He billed that car out, and when it came to the next 
road that man collected his share with the other fellow’s charges shown as back 
charges, and so on. 

Q. At the time these fast freight lines were introduced were the through rates 
made at a different figure from the combination rates sinffi as had been charged 
before? In other words, were the rates accorded to these freight lines somewhat 
less than the rates charged on the preceding system? — A. Noj l think they were 
based on the sum of the locals, there not being any competition at that time to 
amount to anything. 

Q. (By Mr. Farqurar.) What wjis the relation of the fast freight lines then to 
the railroads?— A. The fast freight lines were nothing more or less than a branch 
of the traffic department of these combined railroads. 

Q. The ownership of the lines being in the roads themselves?— A. Yes. 

Q. I notice your mention of the fast freight lines of the Vanderbilt system. You 
omitted the Merchants’ Despatch?— A. Yes. 

Q. Is their relation to the roads somewhat different than the other fast freights?— 
A. Yes. 

Q. A separate corporation ?— A. Yes ; it is a corporation. 

Q. Not under the ownership of anyroad or any other system? — A. I think its 
stock is owned chiefly by the New York Central interests. Other lines are coopera- 
tive, the expense of apnts and management and things of that kind being paid on 
the basis of earnings by the roads interested. 

Q. Does the Despatch own its own cars?- A. Yes. 

Q. Andthenit pays mileage for hauling f— A. No. 

Q. Has it equal privileges with the other fast freight lines owned immediately by 
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the roads in respect to the right of way, etc. t— A. It has equal privileges as regards 
transportation, aud it covers all territory which the other lines may cover individ- 
ually. That is to say, the Red line is confined to the Lake Shore, the Blue line to 
the Michigan Central. The M. T. D. Company uses both lines. 

Q. (By Mr. Clarke.) Is the National Despatch of the same character as the Mer- 
chants’ Despatch?— A. No, sir; I do not think it is. 

Q. Is it a private corporation?— A. I do not think so. I am not familiar with the 
National Despatch. There are about 16 or more fast freight lines, I think, running 
over the New York Central. 

Q. In the case of these private car lines, the railroad companies contract to pay 
mileage to them, do they not?— A. Yes. 

Q. (By Mr. Ripley.) Do you audit accounts for separate parties, such as private 
shippers, who own lines of cars? — A. We have one or two private-car shippers, but 
they are being taken out of the freight lines as fast as possible. 

Q. You are at liberty to name these?— A. I could not name them; I do not know 
them ; I know the fact they are there; that is all. 

Q. Ilave you any reason to suppose that the rates made— mileage rates, the cargo 
charge— made to any of these fast freight lines, or for shippers who own cars— is dif- 
ferent from the rates cliargod to others? — A. No; I do not think there is any differ- 
ence. 

Q. Is that the same situation that has always prevailed?— A. Yes; the rate for 
mileage is the same for all, regardless of the ownership. 

Q. But suppose that instead of charging by the hundred pounds shippers are able 
to control a lino of cars, is it your impression that the charge, we will say, for haul- 
ing a carload of freight from Chicago to New York would he the same, whether it 
went in cars of the company or in cars owned by private individuals? — A. It would 
he the same. 

Q. What is the system of division of earnings as applied between these different 
lines? Is it on the basis of straight mileage?— A. It is on a basis of mileage; yes. 

Q. Is it not, however, ilifferent from that in the case of short lines, of branch 
lines, which are leased or are operating separately, and which are tributary to the 
more imyiorfant lines ? Can you illustrate the system ? -A. It often happens that on 
a through lino some railroads only have a small section of mileage, and to equalize 
expense of putting <m locomotives and pulling the train a short distance they are 
given what we call constructive mileage, i. e., additional miles. 

Q. In case of systems of greater length, we will say in case of the Rome, Water- 
town aud Ogdensburg, aud roads of tW kind, there will bo no constructive mile- 
age— that is, that merely applies to short branch lines?- A, Constructive mileage 
is a very exceptional thing. The distance is generally limited. 

Q. It is then an accepted principle in the distribution of earnings that distance 
should be the controlling factor?— A. It is. 

Q. Are the tarifl’s as a whole on the systems of which you speak made up on the 
basis of distance? That is to say, is the long and short haul principle applied in 
general?— A. It is applied in general, and sometimes with the addition of an arbi- 
trary charge for physical disabilities of switching and delivering— Philadelphia, 
for instance. It is understood by the Interstate Commerce Commission and all 
concerned. 

Q. Do you have any general agreement with relation to the other trunk lines, such 
as the Pennsylvania, as to the distribution of earnings in interchange of traffic, that 
the policy of the Pennsylvania and the New York Central, and the Vanderbilt system 
shall bo the same? Do you each pursue a distinct policy of your own in the matter 
of constructive mileage and of prorating, division, etc.?— A. That would be an 
individual matter between the companies. 

Q. (By Mr. Fakquhar.) Woulditnotbearaattoronthefirst way bill?— A. Before 
the first through bill would be issued Ahat would ail be agreed with, consulted more 
or less in the matters of accounting to make it uniform to the shipping interests, you 
know ; but that is strictly a matter of individual right. 

Q. It is simply a matter of mutual ajgreement, without any competition, or any 
friction?— A. No; competition has nothing to do with it. 

Q. A fair division?— A. Yes. • 

Q. (By Mr. Ripley.) Does the Trunk Line Association have any jurisdiction in 
such matters?- A. I could not say. This I know, that the roads all report east- 
bound tonnage to the commissioners, so they know what is going on— see the billing 
for themselves. 

Q. In a number of cases I see that you speak of east-bound traffic?— A. Yes. 

Q. Is there any difference between east and west bound traffic which makes it 
simpler to clear the account, in one case over the other?— A. No, excepting in regard 
to reporting this traffic to the Trunk Line Commission, that is all. 

Q. Well, the Trunk Line Association has to do specifically with east-bound busi- 
ness?— A. Yes. 
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Q. And it has no juriadiotion over west bound?— A. I think not. 

Q. In what respect does the east-bound business differ from the Western so that 
the roads can cooperate, perhaps, in making up rates and can divide earnings on 
east-bound trafific, while they can not do the same on business west?— A. Well, I 
can not see any difference between the east and west movement on that. I referred 
to our having to report only east-bound traffic to the Trunk Line Commissioners, 
and handling east-bound transcontinental traffic fur the roads in interest. The 
auditors in the West on the transcontinental traffic, for instance, make up their 
received side of the account. 

Q. Does the Central Traffic Association, of Chicago, have to do with business 
originating in the West and destined East? What are the functions of that Central 
'fraffio Association as against the Trunk Line Association in New York, of which 
Mr. Goddard was formerly commissioner?— A. I understand that it is similar in 
character. I do not have any business with them to amount to anything, except 
getting tariffs and instructions to check revenues. 

Q. Suppose that a lino, in order to secure business, agrees to cart the goods for no 
charge— in other words, agrees to include cartage in its rate— who would know 
about it in tho auditing and the clearing account? — A. I would not know anything 
about it, because the bill would read from the originating station, and might not 
show any such expense. 

Q. How would the accounts as between the different roads bo settled? That is 
sometimes done in order to secure business, is it not?— A. That would be done, I 
presume, by voucher, 

Q. The statement has been made to the commission a number of times that that is 
done at times in order to secure business. Is that of as much frequence, as far as 
you know, at the present time, as it was formerly ?— A. I do not think it is. 

Q. What reason have you for supposing it is of less frequence?- A. I see that a 
great many of our bills carry legitimate advances on them for cartage of that kind, 
and there seems to be no question about the collecting of the revenue at the other 
end of tho lino, but I would not know that fact if the charges were left off the 
waybills. 

Q. Suppose that two lines are interchanging traffic, and that the Eastern trunk 
line accept the regular published tariff rate, would it be possible for the traffic to 
originate and bo carried on agreement by the shipping agent that the Western line 
would shrink its percentage? Or is it done, as far as you know? What I want to 
bring out is, how do you effect your clearing between roads in the case where the 
Western line has agreed to shrink its proportion ?— A. That would not go into the 
clearing house you see. I only divide the way bills. In a case of that kind the way- 
bills would bo made to read correctly. Any shrinkage would be taken care of in 
some other channel. 

Q, Would such shrinkage show as a matter of record at all?— A. Yes; I think it 
would. 

Q. Is that system, so far as your experience goes, common at the present time?— 
A. I do not know of any of it at the present time. 

Q. It need not necessarily come to your knowledge?— A. No; it need not. 

Q. Does the matter of classification embarrass a clearing house at all— the system 
at present in force of several ditt'erent classifications in different parts of the coun- 
try ?— A. It involves a great deal of labor in billing. 

Q. Will you explain how you overcome the difficulty? For instance, are all ship- 
ments into the Southern territory from the Official territory on the Official Classifi- 
cation or the Southern ?— A. Both. 

Q. Are there special rules often made by the different railroads in interest? — A. 
As to certain commodities? 

Q. As to which classification shall apply. For instance, from New York to Nash- 
ville, which classification applies?— A. Well, we would take the Official Classification 
in that case. Tho great bulk of the clearing-house traffic is on the Official Classifi- 
cation. Our traffic west of Chicago bears a small percentage to the total this 
side. 

Q. Does any way seem clear to you for obviating this difficulty of different classi- 
fications for different parts of the country?— A. No; that has been argued with 
traffic officials between the East and West for years. It has never been done. 

Q. What are some of the objections from a practical standpoint that stand in the 
way?— A. Well, in certain sections of the country, where a large class of particular 
freight is moved, it would be to tho advantage to have a lower classimsation, of 
course, than would bo prevailing in the East. That traffic would be distributed all 
over the different roads to the East. 

Q. In your typewritten statement you referred in one place to 60 commodity 
classes?— A. Yes. 
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Q. Are there more than that at the present time, or does that vary from one time 
to anotherf— A, I think you will find that the Interstate Commerce Classification 
has about 40, beginning with the produots of the forests, etc. 

Q. Does the commodity system embarrass you at all in the making of rates? How 
do you keep account of it?— A. It does not bother the billing agents at all, because 
it is local at their station. We have to be on the lookout for commodity tarifls, 
which are printed and filed with the Interstate Commerce Commission. 

Q. And they must, of course, be filed nearly at the same time?— A. Yes. 

Q. Are there more of those commodity rates on west-bound traffic than east-bound 
traffic?— A. I do not know; could not state that. 

Q. You simply deal with them?— A. Just as an accounting matter; that is all; 
the why and wherefore I do not know. 

Q. You refer in several places to the new system of accounting in force on rail- 
roads, and again to the desirability of uniformity in accounting. Will yon specify 
to the commission what some of the ditterences in accounting are, so far as it affects 
our interests here?— A. As regards general accounts of the railways, the Inter- 
state Commerce Commission has mapped out the lino for the exhibits of the opera- 
tion of the companies, but below that comes the various traffic accounts which lead 
up to those figures. Some roads have a daily forwarded and a daily received 
freight report; others have weekly forwarded and weekly received reports. Some 
have daily forwarded and monthly received reports; some have montlily forwarded 
reports anti monthly received reports. Nearly all railroads report corrected figures 
to the auditors, while others report the original figures. These are the things we 
have to contend with. In other words, the clearing house has to take care of 12 
difi'erent systems of accounting, and make its record tit the ideas of the individual 
companies, so far as its accounting method is concerned. 

Q. Has the Interstate Commerce Commission through its statistician been effective 
toward securing greater uniform accounts than previously ?— A. It certainly has. 

Q. Is there anything further it could do under the present law, or is it desirable 
from a railroad accountant point of view, that they should take the initiative any 
further?— A. 'J'hc Interstate Commerce Commission is no doubt at work developing 
these lines. 

Q. Are you called upon to report to them as a distinct organization?— A. No. 

Q. Have you been in the accounting and auditing department of any of the indi- 
vidual roads before you went to the Clearing-House Association?— A. Yes. I have 
boon in the passenger department of the Erie, the freight department of the New 
York Central the accounting department of the New York Central, and was auditor 
for fifteen years of the Fall Brook Railway. 

Q. Do you know how far reports to the Interstate Commerce Commission respect- 
ing income, etc., are made full and complete?— A. 1 think they are made full and 
complete. They have to follow the schedule as requireil. 

Q. I'he statement has been made before this commission that the income accounts 
we more strictly adhered to with firms than are the operating accounts. I wondered 
if you had any experience in that line?— A. No; I have not. 

Q. Will you speak of the nature of the transcontinental business? You have to 
deal with it in a peculiar way respecting mileage and prorating, etc. What are the 
peculiarities of that business f— A. The peculiarity of it is that it is covered by these 
various classifications which govern freight from the point of origin to destination. 
The accounting part of it is satisfactory, so far as that goes. It is only in the 
revising of the waybills that we aie inconvenienced. 

Q. What is the difference between the Transcontinental Classification and the 
Official, for instance, in a general way? What were the reasons which led to the 
promulgation of distinct Transcontinental Classific.ation ?— A. Well, that is a traffic 
matter I am not familiar with. I could not answer that intelligently. 

Q. You keep the statistics of these different roads respecting tonnage earnings, 
etc.?— A. Yes. 

Q. Will you make a statement respecting the amount of tonnage and earnings the 
last few j ears? How do they compare witn thoseof 4 or 5 or H years ago?— A. That 
would be rather difficult for me to do, on account of the clearing house having no 
data to compare with. 

Q. Can you compare the tonnage and the clearings this year with last year?— A. 
Yes. There has been a general increase, a gradual development month by month. 

Q. Even over the last year?— A. Yes. 

Q. Do you ascribe that in any way to increased charges upon freight, or merely to 
the greater volume of earnings, or to maintenance of rates more strictly than 
before?— A, I ascribe it to maintenance of rates and the general prosperity of the 
country. There is more tonnage in every direction. 

Q. Why do you say that rates have been better maintained?— A. Because I have 
heard nothing of any rates being cut. 
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Q. Do you hear of them!— A, Just in a general way. 

Q. Do the railroads themselves, as far as you know, desire that rates shonld be 
maintained in their own interest t That is, have they mode an organized attempt to 
get rid of cutting — to do away with it? — A. They certainlv havej yes. 

Q. Do they seem able to cope with that difficulty themselves, with no intervention 
on the part of the Interstate Commerce Commission or anybody?— A. I think they 
do. The community of interest of railroads is the greatest factor I know oi' in 
respect of maintaining rates. 

Q. On the Vanderbilt system what is the proportion of east and west bound busi- 
ness? Is it nearly equal ? — A. I can not say positively about that. 

Q. Are the railroads attempting to increase the carrying and earnings within the 
last few years? That is, to get greater service out of each car?— A. I think they are. 

Q. Can you show the way in which it is greater in this direction? — A. On account 
of demurrage charges being applied to stations holding oars at different times. 

Q. Those are being enforced?— A. They are moving the oars quicker, turning 
them faster than they ever did before. 

Q. The clearinghouse contributes to that end?— A. Yes; because the cars are 
moved (juicker under that system; no holding cars for waybill at junctions. After 
the cars get to destination it is fair to presume they will got back quicker. 

Q. What is likely to be the effect on the clearing-house association of the tend- 
ency of the roads toward consolidation — toward o«)mmunity of interest? Is it likely 
to load to the establishment, in your judgment, of a universal clearing house?— A. 
A universal clearing house for American railways would be stupendous. I do not 
think it could be accomplished on account of the immense territory involved. The 
clearing house in England takes care of a territory about equal in size to New York 
State, requiring a clerical force of thousands, so 1 am informed. 

Q. Are there any clearing houses in Europe— on the Continent?— A. I am not 
aware of any, except I in Ireland. 

Q. That clears for all roads in Ireland?- A. I could not say positively. I imag- 
ine so. 

Q. Coming back once more to the matter of fast-freight linos, are they gradually 
passing out of use? Is there a disposition on the part of the railroads, now that 
they have these great organized systems, to do away with them ?— A. I think the 
tendency is in that direction, for some years ago we had 8 managers for 8 different 
lines, which are now under the management of 1. They are consmidating the lines, 
more or less. 

Q. Is the number of these fast-freight lines operating over the Vanderbilt system 
greater or less than those operating over the Pennsylvania and the other trunk 
lines? — A. They are more numerous. 

Q. Why should that be?— A. So far as I am informed, the Pennsylvania line 
handle all their through traffic east and west by way of the Star Union line, or the 
Empire line. 

Q. What are these lines? Are they distinct corporations, or merely trade-marks 
for routes?— A. I am inclined to the opinion that they are trade-marks for securing 
freight. The Pennsylvania adopts the system of settling at all junction points 
where anyone enters the territory. 

Q. You mean settling by cash?— A. Yes; either by cash or balance agreed on by 
the two agents, and then remitted by the treasurer. 

Q. Is the Union Freight Line, operating over the Pennsylvania Railroad, a distinct 
corporation?— A. 1 think not. 

Q. It has its own soliciting agents, however, does it not, with offices distinct?— 
A. I think it has. I am not sure of that; we have on our lines. 

Q. Do all of your lines, for instance, have different offices? Do they solicit freight 
in the name of the lines rather than in the name of the company ?— A. Yes. 

Q. Do you keep them distinct— in all your accounts do you debit and credit to the 
account of the Blue, White, or Red Line, as the case may be?— A. They maintain 
separate accounts, ledgers, journals, cash books in each line; yes. 

Q. And also in the case of the Merchants' Despatch Line, to which reference has 
been made?— A. Not the M. D. T, ; no, sir. They are kept in New York. 

Q. You have nothing to do with that in particular?— A. Only the revising of their 
billing; that is all. 

Q. Have you anything to say respecting the desirability of a uniform bill of lading 
for the country as a whole? Testimony has been offered here at various times as 
to the ihconvenience of having bills of lading different in different parts of the 
country?— A. I think % movement has been started for uniform bills of lading, uni- 
form freight and expense bills, all over the United States. There is no reason why 
they should not be uniform. The Association of Accounting Officers has adopted a 
standard waybill which is now used by 160 railroads. 

Q. Those are mostly in the trunk-line territory ?— A. All over; everywhere. 
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Q. Are they used as a ffeneral thing in the South, do you know f— A. Yes. I am 
speaking of waybills— I do not know about bills of lading. 

Q. What does the waybill specify respecting liability f— A. Nothing at all, except 
the published instructions required to be noted on them. 

Q. (By Mr. Ripley.) Does the waybill limit the railroad as to liability?— A. No. 

Q. Does the waybill as a contract in any way commit the railroad in its liability ?— 
A. No ; not as I can say. It is nothing more than an account— a bill. 

Q. Not until the bill of lading is signed?— A. The bill of lading is the contract; 
yes. 

Q. Why did the Michigan Central withdraw from the clearing-house association? 
You referred in your statement to that fact.— A. The Michigan Central had a 
weekly system of accounts; another reason was, I presume, that they preferred to 
handle their own accounts. They found more or less fault with the clearing-house 
method, claiming it to be more expensive. In consequence thereof, they were 
requested by the executive committee to withdraw their membership. 

Q. Does the clearing-house system, then, enable each road in interest to arrive at a 
statement of the amount of the total business done by its comimtitors?— A. No; that 
information is never given. 

Q. It is not published in any way, of course?— A. No. The auditor of the Lake 
Shore Railroad finds any information that is required to see that his revenue is 
properly accounted for, but as regards the Michigan Central he would have nothing 
to say. 

Q. There is, then, a possible objection to this system in this way. as evidenced by 
the action of the Michigan Central. Has this clearing house taken any steps to 
obviate that objection ; tliat is, to keep the accounts of each road peculiar to itself? — 
A. The accounts of each road are kept by themselves. We are not allowed to give, 
nor never have given, information of one road for the benefit of another. Wo have 
strictly adherc^d to that rule, because the manager is nothing more than an accounting 
official of each individual road, and has to protect the interest of each road against 
the others. The traffic manager of one road can not tell him to do anything unless 
the traffic managers of the other roads give their consent. This method nas led 
to the enlargement of the scope of the clearing house. 

Q. Of course, in the case of these roads you have an advantage, do you not, owing 
to the fact that they are all controlled by the same parties. Would there not be 
more or less difficulty if systems not controlled by the same interests were to become 
members?— A. I do not think that that would make any difference. I do not see 
why it should. There was some talk once of having the Delaware, Lackawanna and 
Western and other outside roads admitted. 

Q. (By Mr. Fauquhar.) You said, Mr. Nicholson, that this system of yours has 
abolished the old system of the settlement of agents at the junction points?— A. 
Yes. 

Q. Do your waybills carry on them now the pro rate of all the rates— for instance, 
a transcontinental bill? — A. No: they do not. 

Q. Do not all the fast- freight lines carry the pro rate on their bill?— A. Yes. 

Q. As a matter of settlement for the fast freight, then, they have got to still hold 
the pro rate?— A. No; I can explain that to yon better this way. The fast-freight 
bill can begin on aroad outside of the clearing house and end on one outside its terri- 
tory, Therefore it is necessary for us to show the proportion up to the entering junction 
and from the delivery junction at both ends of the clearing-house territory, there 
being in the line roads which are not in the clearing house. 

Q. Now, this is a simplification entirely for the Vanderbilt system of keeping 
accounts?— A. Yes. 

Q. Its merits are simply the fact that it is a systematic and a correct way of keep- 
ing accounts and a quick way of disposing of overcharges and other common differ- 
ences that happen in transportation?— A. Yes. 

Q. That is, you reach a quicker result through this, and at the same time you can 
present to the head of the Vanderbilt system the entire tonnage and the proportion 
of earnings and everything else?— A. Yes. 

Q. How often— day by day or week by week or month by month?— A. We furnish 
earnings to the various departments every day and some statistics every day of cer- 
tain classes of freight that this or that traffic uianager may require — anything of 
that kind. 

(^. So that it presents to the central office in New York City the earning ability of 
every single part of the road?— A. Yes, so far as clearing-house traffic is concerned. 

Q. You nave said nothing at all of the so-called Vanderbilt roads west of Chicago. 
Does your clearing house in Buffalo take in the clearings west of Chicago?— A. No; 
I can explain it to you in this way: East of Chicago we take care of everything, 
and the auditors of the roads west of Chicago take care of the West. The 
accounts are based on a received basis both ways; the auditors report the freight 
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they receive west, and we report east of Chicago all freight received and we strike a 
balance on the plan of the association of accounting offices. 

Q. You make no account of a bill originating east here and passing through west 
on the Chicago and Northwestern— your account does not take in this matter west 
of Chicago f— A. No. 

Q. So that practically your clearing house is for the eastern business f— A. Yes. 

Q. And not for Chicago and the western through business?— A. That is it exactly. 

Q. (By Mr. Ripley.) Are your books open to the inspection of the Interstate 
Commerce Comtnission?— A. I do not know that tliat question has ever come up. 

Q. Suppose that the Interstate Commerce Commission were given authority to 
examine tbe books of railroad companies and to audit from an examination of the 
books of the clearing house. It could arrive at some information respecting the 
earnings of each of the systems and each part of this system, could it not? — A. It 
could on freig;ht; yes. We publish no reports of any kind. Our figures are all 
incorporated in the auditors’ books of the various companies and they publish 
them, of course. They incorporate our figures with theirs. The clearing house is 
merely a branch of the auditing department. 

Q. Have you any criticism to make in any detail upon the system of accounting 
prescribed by the Interstate Commerce Commission, or is that fully in accord with 
the forms adopted by the assooiatiou of railway accountants? — A. It is fully in 
accord with the association, except in minor details. 

Q. There is complete harmony of action, then, as between the Interstate Com- 
merce Commission and these railroad officials in that respect?— A. Perfect harmony 
exists between them. They are conferring with the executive committee of the 
association all the time. 

Q. (By Mr. Farquhar.) Suppose that there was a shrinkage on the part of your 
waybills— say, east of Chicago for west bound freight. You would not have any 
knowledge of this by the waybill, whether there was a shrinkage or not?— A. That 
is right. 

Q. Well, do you think there is such a custom at all? Say a bill with a proper 
pro rate is carried right to Chicago, and after that there is a shrinkage on the Wis- 
consin Central, for instance. Do you think it is good railroading ? Is it done at all, 
or has it ever been done in your knowledge as a railroad man? — A. A shrinkage on 
the Wisconsin Central? 

Q. Yes; in freight on the delivery back of Chicago, for instance, to any point.— A. 
It was done years ago in a similar case. I can not remember the road. 

Q. Can you now, under modern railroad accounting, independent of the system of 
the clearing house ? Is there not a possibility of a rate being made out on one-third 
or one-fourth of the whole business without the knowledge of the party who con- 
tracts for five-sixths of it?— A. No; I do not see how that would be possible with- 
out their knowledge. 

Q. (By Mr. Ripley.) It might be done, however, with the acquiescence of the 
party controlling the five-sixths, might it not? — A. Anything might be done. 

Q. (By Mr. Farquhar.) But as a railroad man practically, why should not the 
rebate be taken out of the whole business, all parties equally suffering, if there was 
a rebate made at the end? — A. Well, it would be probably handled there through a 
voucher. The billing would not be changed on account of the reduction of the tariff, 
the agents reporting it and the competitors seeing the waybill properly made out 
and collected, would not be able to got on to the met the same as they would if it 
were published on the face of the waybill. 

Q. it could not be very well done? It would be a very exceptional thing in a 
great business such as you control there, with 220 clerks, for instance? — A. To do it 
on a waybill? 

Q. Yes.— A. 1 know wo allow nothing to get by unless it is on the published tariffs 
of the traffic department. We are watched very closely on that, because we are not 
one road, but two or more, and the traffic managers watch at both ends. All we do 
is to follow instructions as regards the billing. 

Q. In other words, you are strictly a clearing house, without the initiation of any 
changes or discriminations of any kind whatever?— A. Yes: that is it. 

Q. (By Mr. Clarke.) Has the establishment of the clearing house had the effect 
of simplifying the work of auditing at the several headquarters of the railroad?— 
A. Very much. We give the auditors a debit and credit balance affecting every 
agent on his system on the 19th of the month— that is, the first month af^r the 
account is closed. We use the whole system of the clearing house as one railroad. 

<^. So far, then, as the expense of the clerical force is concerned, is it an economy 
to the several companies?— A. It certainly is; yes. The proportion I would not 
know, because I do not know the figures. 

Q. Would there be any advantage in incorporating the passenger accounting in 
your clearing house?— A. That has been talked of, but I can not see personally where 
anything would be gained by it, the passenger business being all prepaid— that is, 
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you buy a ticket which carries you to your destination. Ninety-four per cent of the 
freight is collected at the other end. 

Q. This is simply a clearing house of accounts, and not of cars. I suppose.— A. 
No : we have nothing to do with the cara, other than as they may affect our distinct 
fasti freight line accounts. The practice of remitting mileage to the linos is being 
discontinued as far as possible, so that the car accountants of the different roads can 
handle that themselves. The clearing house has no interest in that. 

Q. (By Mr. Riplky.) Mr. Blanchard ha* testified publicly that these fast freight 
lines were very expensive to the railroads and that tney were desirous of getting rid 
of them. Do you Know any way in which they operate to the disadvantage of the 
lines? What would be the advantage to the* railroads in getting rid once and for 
all of these fast-freight lines?— A. The traffic officials look upon the line as a sort of 
trade-mark and consider that a great many shippers who send freight over the Red 
line do it because it is the Red line. They do not know what railroads it runs over 
at all. The Merchants’ Despatch the same way. But in the western country the 
other side of Chicago the fast freight line is practically unknown. Business across 
the continent from that gateway hiis been billed for years on the road bill. It costs 
to operate a fast freight line from 2.5 to 5.6 per cent. 

Q. You mean administration expenses? — A. Agencies, printing, etc., general 
expense. 

Q. A part of those expenses, of course, would have to bo borne by the roads them- 
selves? — A. Yes. The lines are cooperative, and each line pays on the baais of its 
earnings its amount of expenses. 

Q. Is the general opinion of railroad managers that it would be to the interest of 
the roads themselves to have these fast freignt lines abolished?— A. From a traffic 
standpoint they want them maintained; from an accounting standpoint it would be 
an excellent thing for us and an economy if they were abolished. 

Q. It would save money to the roads? — A. It would save money in the accounting 
d^artment. Whether wo would lose in the soliciting of freight is for the traffic 
officials to say. 

Q. (By Mr. Fakquiiar.) If they were entirely abolished you would lose the entire 

f tower of the solicitation of freight that there is now in the competition between 
iucs?— A. I presume that is so. 

Q. Is it not a fact, too, that Western merchants especially patronize the Red or the 
White or the Blue line simply because they have had good service for a great many 
years; better service than even the roads could give them? — A. Well, it is the roads 
that have given it, you know, and it is the roads that have to give it in the end. 
Of course, preference is given to them, on account of their being fast freight lines. 
That is true. 

Q. There is no question at all about the character of service about the fast freight 
line* anywhere, is there?— A. No. 

Q. Then it is the best that can be found on the American railroads, and the cus- 
tomers are willing to pay for it?— A. Into that comparison also enters special trains, 
like our special horse trains, for instance, or the live-stock trains. I am of the opin- 
ion that those trains surpass the fast freights in speed. I will not say that, positively, 
but I am pretty sure that is so, 

Q. (By Mr. Ripley.) You gave the impression at the outset that these fast freight 
lines originated because of the disjointed condition of the railway systems?— A. Yes. 

Q. Now that the railroads have come together, is there the same justitication for 
them from the railroad manager’s standpoint as there was formerly ?— A. Only from 
the soliciting side; from the accounting side there is not, 

Q. (By Mr. Farquhau.) You used the word trade-mark.” It is trade holding, is 
it not?— A. Yes. 

Q. These fast freight lines have thoroughly done their business and they hold their 
business?- A. And they had the fortune of starting in at a time when the traffic was 
pretty poor. 

Q. And they have always had the advantage of taking up their waybills when the 
road could not make them themselves? — A. Yes. 

Q. They had to take division sheets and make them up in the early days?— A. Yes. 
Q. (By Mr. Ripley.) Is all this true of the lines like the Merchants' Despatch and 
the Blue, Red, and White lines? That is to say, do the railroads regard the dispatch 
lines with real favor ?— A. Oh, yes ; there is no discrimination. It is merely a branch 
of their traffic and operating departments. There is no favor, and the mileage is 
the same for each car whether it is their car, yours, or mine. 

(Testimony closed.) 
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+ finftfia ni Vice-Chairman Phillips presiding. At 2.5, 
p. I.^Ir?TsaIrro;,o^^^ Kice appeared as a witness, and, being duly sworn, tostilied 

Rirm.) Will you state your full name, occupation, and afldres8?-A. 
My name is Isaac Leopold Kme. difficult to define. I am president 

of »ntml>oTo7cX“ADie8'<)J^ago.l iS developing inventions, snch as the Electric 
Boat ComZv'wbilb i«clndc*s the Holland snUraarine 

heard of the (Consolidated Equipment Company, which produces electricity for light- 
ing trains from the motion of the wheels? I am also president of the Consolidated 
Pubber Tire Company, and I am vice-president of the Casein Company of America, 
which is developing a new raw material in milk which is entering largely into 
industries now, such as the jiaint industry, paper sizing, glue, sugar of milk, and 
other cognate industries. All of these are based on patents granted by the United 
States Government. 


USUAL MODE OF CAPITALIZING COMPANIES BASED ON PATENTS. 


Q. In the organization of companies based upon patents, what is your practice 
respecting capitalization f— A. Well, the usual jiractice is this : The working capital 
is provided by the preferred stock, which is paid for in cash, and by means of wnich 
the patents are developed. The patents themselves are valued in common stock. 

Q. Do you mean that the preferred stock is equal to the actual value of the tangible, 
physical plant, machinery, building, supplies, and so forth?— A. Well, in now inven- 
tions, as a rule, they have no tangible plant. That all has to be provided out of the 
capital which i.s subscribed. Take, for instance, the electric-vehicle industry. 1 am 
the father of that industry in the United States. I secured a lot of cash in that 
industry, about $12,000,0W, when practically there was not a plant in existence, 
simply for the purpose of developing the business. Take the Electric Storage Bat- 
tery Company. I am founder of that industry in the United States, and we started 
with the mere patents; the money first has to be raised to develop the industry. 

MODE OF PROMOTION— STOCKS NOT LISTED. 

Q, What is the usual process of promotion in case of companies of that kind? Is 
the money usually advanced by an underwriting syndicate of bankers?— A. Well, in 
my case 1 have no syndicate, but I have a number of friends who have confidence in 
my judgment, and if I tell them that it is a good thing they will subscribe the 
money. I usually head the list by the largest subscription, very much the largest. 
My friends follow with whatever may be necessary to continue the business; it may 
be $1,000,000, or, as it was in the vehicle business, $12,000,000; it depends on the 
amount actually required to develop it. 

Q. Are most of those coiupanies of which you speak owned broadly throughout 
the country, or are they owned by a few people?— A. Owned broadly. 

Q. They are, therefore, listed on the exchange?— A. No; they are not listed on the 
exchange, but are dealt in without being listed. 1 myself am not what is called a 
promoter at all. I take these things with the intention of developing the industry, 
and the people aid as they please with their stoc.k stibscriptions. I never have any- 
thing to do with manipulating the stock or anything of that kind. I have never 
done that ; it is not in my line at all ; people buy and sell the stocks according to 
the value that they believe them to have. 

STOCK IS ISSUED IN PROPORTION TO ESTIMATED VALUE OP THE PATENT. 

Q. In the case of such companies, at the outset, is the stock usually issued at a 
considerable discount?— A. No; we can not issue at a discount. The law does not 
allow that. It is all issued at par. 

Q. What law do you refer to! In what States are most of these companies 
organized?— A. In the State of New Jersey. 

Q. Does the law of the State of New Jersey at the present time require that the 
stock shall not be issued at a discount?— A. Oh, yes; that is positive. 
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Q. Do yoa mean, then, that the stock is issued only to such an amount as will 
probably make it equal to par selling valuet—A. The valuation is fixed, although 
nobody can tell absolutely, but of course if a valuation were to be extravagant it 
would give the business a black eye to start with. If I value a patent at $5,000,000 
it means that I take it for granted that the patent will pay interest on $5,000,000. 

Q. That is the rule by which you determine value! — A. Yes; that is the way by 
which patent values are determined. It is like a mine. You buy amine; you do 
not know what is in it; you think there is a groat deal in it; you have to capitalize 
it at sonn^thing, and you capitalize it at whatever your valuation is, provided you 
act in good faith. 

THE WORKING CAPITAL 18 SECURED BY ISSUING PREFERRED STOCK. 

Q. (By Mr. Phillips.) Does that value include the working capital!— A. Not 
always ; the working capital is often represented by preferred stock, which repre- 
sents actual cash. 

Q. (By Mr. Ripley. ) Is that at all different from the practice prevailing some years 
ago by which working capital was obtained from banKs by loans!— A. Well, 1 have 
a holy horror of debts, loans, bonds, and everything of that kind. I believe people 
who go into a venture of this kind should risk their money. They know they risk 
it, and I do not go to widows and orphans for money of that kind ; but unless people 
risked their money we should still be cave dwellers. The only thing that makes 
progress in the world is that people are willing to risk money for new inventions. 

Q. Do you find any disinclination on the part of capit.al under those circumstances 
to buy preferred stock which is not a lien on the property ?— A. Well, there is no dis- 
inclination among some people. The people who want (lovernment bonds and 
securities of that kind would not. of course, risk their money. Other people would 
rather go to the stock exchange and buy stock on the market and gamble, rather 
than risk their money on valuable inventions that are going to be a benefit to the 
country. Most of these inventions 1 speak of have been of very great value. 

ORGANIZATION AND CAPITALIZATION OF THE CONSOLIDATED RUBBER TIRE CIOMPANY. 

Q, Do you have a practice of setting aside certain amounts for depreciation?— A, 
Yes. 

Q. Will you state what that practice is? To make this a little more specific, will 
you make a statement respecting the Consolidated Rubber Tire Company, as to the 
actual amount of its capital and the circumstances under which that issue was 
made?— A. I was not the organizer of the Rubber Tire Company. I was asked to take 
the presidency of it after it W'as organized. 

Q. You are, however, informed of its present condition ?— A. Yes. The theory there 
was different from that of the ordinary newly patented article, because at that time 
this particular rubber tire, called the Kelly or the Grant tire, was very largely 
developed ; in fact, at the time its patents had just been sustained it was in use all 
over the world, as it still is. It was not the case of my other companies, where the 
investors were taking something that had no D‘al existence at the time and develop- 
ing it into something commercially valuable, btit it was taking something already 
commercially very valuable and which had a fixed value on account of its earning 
capacity. 

Q. Can you state to us the manner in which that company was organized and 
what the issues of stock were?— A. There were issues of four millions of preferred 
stock and four millions of common stock. In other words, the patents were 
appraised— not only the pabmts, but the business, the earnings, the assets, and all 
these together were appraised as being worth $8,000,000. 

Q. Was that company formed from the consolidation of a number of other com- 
panies?— A, Not exactly. 

Q. It had grown as a unit?— A. It was in this way: The patent of this company 
had been sustained, and the result was that a large number of other companies went 
out of business, and practically this company fell heir to all their business. But it 
was not a consolidation in the sense of a trust at all, and there are to-day numerous 
concerns in the rubber-tire field. The question with us is whether the patent, which 
has been sustained in one court, will be sustained in the other courts where snlts 
are now pending. In that case we shall probably be the only tire manufacturers in 
the market, and of course the patent will then be extremely valuable. 

Q. Does your charter permit you to enlarge your capital as such decisions of the 
courts shall seem to warrant?— A. No; we can not increase the valuation; that we 
can not do. 

Q. You would have to secure a new charter in order to do that?— A. No; we would 
not do that. We would not increase the capitalization. 
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LOW QUOTATIONS OF STOCK DUE TO LITIGATION OVER PATENTS. 

Q. What is the quotation of the stock of this company at the present time! — A. 
At the present time it is very low, because our patents have been assailed. At present 
the preferred stock is quoted in the neighborhood of 30, although we jjaid 6 percent 
dividend on it all last year; and the common stock is quoted in the neighborhood of 
6, although at the time the company was organized we showed a basis of 6 per cent 
on preferred and 4 per cent on common stock. 

Q. Have you paid anything on common stock? — A. No; we never did, because 
shortly after we came into control of this property the patents were disputed, and 
notwithstanding the fa<!t they had been sustained in one jurisdiction, the result was 
we found a falling off in our earnings. Patent business, you must recollect, is a very 
hazardous business. I have received a memorandum to-day showing 673,856 patents, 
the last number in the Patent Office, and I venture to say out of that total an esti- 
mate of 10,000 patents as the number that have made any money for the inventors is 
pretty large. 

Q. Do you recognize any danger to your company financially, or any difficulty in 
its control, by reason of this very low quotation of stock ?— A. Well, even if anybody 
bought the control, it would not change the situation of the company. 

Q. It might, however, affect the management of the company, might it not?— A. 
Oh, yes. 

Q. Have you any information respecting the merits of a largo capitalization, with 
a consequently low quotation for the securities, as compared with a small capitaliza- 
tion and higher quotations?— A. There is no doubt that we could not have sold that 
stock if people had imagined there would be such a great decline in the quotations. 
That is one of the risks of buying any stock. 

Q, These quotations which yon have named are less than the ones at which the 
issue was made?— A. Far less. At the time the issue was made the preferred stoiik 
was quoted in the neighborhood of par, and the common stock in the neighborhood 
of 50. 

Q. You ascribe this decline to litigation over patents?— A. Absolutely to that. 

DEPRECIATION ACCOUNT— THE CONSOLIDATED RUBBER COMPANY ENDEAVORS TO 
SECURE A MONOPOLY. 

Q. Will you state what your policy respecting depreciation is?— A. We have a 
regular depreciation account. 

Q. This product is not in any sense a monopoly as wo understand the term?— A. 
Well, it is not our fault that it is not a monopoly. We hope it is. We went into 
this and paid an enormous price for these patents on the understanding that it was 
a monopoly, the patents having been sustained by the United States courts. 

Q. (By Mr. C. J. Harris.) Do you manufacture anything else, or simply control 
the patents? — A. Oh, yes; we control a plant which mauumetures rubber tires for 
the purpose of this business. This plant is at Akron, Ohio. Then, we have a large 
number of licensees who simply pay ns a royalty, for this tire is known all over the 
world; people pay a royalty even for the use of the name all over the continent of 
Europe, iu Australia, and almost everywhere. Now, to take the other side of it. I 
know monopoly has a dreadful sound, but the invention of this carriage tire has 
been a benefit to the world. It has stimulated the carriage industry enormously. 

THE PUBLIC policy OF GRANTING MONOPOLIES UPON INVENTIONS. 

Q. (By Mr. Farquhar.) Do you intend to explain now this tire in its univer- 
sality ?— A. Well, what I intend to do is to give you an idea of the hazardous nature 
of the patent business. When you speak, for instance, of a monopoly many people 
think it a wrongful thing— although this species of monopoly is guaranteed by the 
United States Constitution. But if such monopolies were not granted the country 
would be many millions of dollars out of pocket. Moreover, the hazard of invention 
of that kind is great. Here is an illustration. Here is a brief on this patent suit 
where we have shown this method. (Referring to paper.) Here is a number of peo- 
ple who want a rubber tiro; they find they need it. Suddenly a man discovers the 
thing. Here it is, then. It is a new invention of great value. Then the moment 
that is done everybody makes the same thing— either claims it was not patentable, 
that any mechanic could have found it, or makes it a little different iu a curlyoue 
and claims it does not infringe. Now look at the styles here— all styles of carriage 
before the Grant patent. You find practically every single tire on the market copy- 
ing the Grant patent. That is the history of all patents. First, the difficulty of 
making a successful invention— the enormous difficnltj^ of making something that is 
really sucoessful— and, then, after that everybody thinks he has a perfect right to 
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sell it if he can ; and therefore, as I say, although patents have a monopoly to a 
certain extent, if they did not have at least the nope of protection nobody would 
invent. 


RAW MATERIAL — EXPORT OP INDIA RUBBER FROM PARX AND MANXoS. 

Q. (By Mr. Ripley.) Do you experience any diffloiilty in getting a supply of 
rubber by reason of the existence of any of the rubber companies which are now 
operating in the United States!— A. Not so far. 

Q. The raw material, then, is apparently free to all who wish to use it? — A. As far 
as we know to-day it is. Whether that will ever be cornered is something I can not 
tell. I have hero a table of the export of rubber from Par^ and Man^ios. It is a 
very large output. I do not think anybody is likely to corner it, but such a thing 
is possilde. 

Q. What proportion of the total output of rubber of those South American coun- 
tries is taken by the United States!— A That is stated here. Out of 61,022,585 
pounds the United States takes 27,413,469 pounds. Of course, outside of the Parii 
there is African rubber, Guatemala rubber, Colombia rubber : but for tires a very 
tine quality of rubber is required and that mostly comes from Pard. 


Exports of India rubber from Pard and Mandos during the year 1900. 


Exporters. 


To United 
States. 


To Europe. 


Total 

exported. 


Stock 
Dec. 31. 


Grand 

total. 


Craok, Priisflo & Co., representing Relm- 
era & Co., New York and Boston; 
Heilbut, Symons & Co , London and 

Liverpool 

Ad. H. Alden 

Frank Da Costa <fc Co 

The Soars Paril Rubber Co 

Witt & Co 

Rud. Zietz 

Marius & Levy 

Denis Croutin & Co 

Coinptoir C. Framjais 

-T. H. Andreseu (succ.) 

Singlohurst, Brocklehurst A Co 

B. A. Antnnos & Co 

R. Suarez A Co 

Kahn & Polack 

H. A. Astlott 

Kanthack & Co 

Luiz Schill A Sobinhos 

Pires Teixeira A Co 

From Iquitos direct 

Sundry small shippers 

Stock in first hands 

Stock in transit for New York 


Pounds. 
6,269,378 
8.224.794 
4,119,311 
4,801,438 
1,920,764 
604, 867 
38,938 
299, 230 
78,850 


337, 388 
83,246 
28, 109 


299,796 

62,399 


188, 154 


Pounds. 
10, 381, 272 
2,958,798 
2,806,244 


1,611,726 
2, 610,319 
2,116,129 
1, 147,937 
1,293.990 

984, 574 
486, 941 
363, 364 
387, 159 

341,321 
34. 897 
264, 175 
312,747 


2, 024, 074 
1,430,968 


Pounds. 
16,650,650 
11,183, 592 
6,925, 555 
4,801,438 
8,632,400 
8, 215,186 
2, 155, 067 
1,447, 167 
1,372,840 
984, 574 
82'‘,329 
446, 610 
415, 268 

341,321 
334, 692 

326, 574 
312, 747 
56, 808 

2, 024, 074 
1,619,122 


Pounds. 
319, 667 
460, 761 
132, 276 
187, 391 
44,092 
68, 343 


8,814 
74, 956 
13, 228 
30, 865 


4,409 


24,252 

865,964 

815,258 


Pounas. 
16,970,317 
11,644,353 
7, 057, 831 
4, 088, 829 
3, 576,582 
3, 283, 529 
2, 155, 067 
1,465,981 
1,447, 796 
997, 802 
855, 104 
446, 610 
415,268 

841,321 
839, 101 

826, 574 
814,952 
66, 898 

2,024,074 
1,643, 874 
865, 964 
315,258 


81, 556, 635 


2,052,481 


61,022,586 


RECAPITULATION OF EXPORTS. 


To United 
Statei. 

To Europe. 

Total 

exported. 

Pounds. 

. 27,413,469 

. 80,696,123 

21,671,801 
. 25,612,369 

. 19,941,596 

. 24,804,854 

. 23,062,316 

Pounds. 1 
81,556,635 i 
25,406,854 
20,628,790 
24,057,666 
27,681,888 
20,983, 759 
19,869,306 

Pounds. 

68, 970, 104 
66,002,977 
48,300,591 
49, 670, 034 
47,623,484 
46,788,613 
42,931,692 


Stock 
Dec. 31. 


Pounds. 
2,052, 481 
1,086, 348 
2,045,846 
2, 078,372 
2, 841,284 
1,514,020 
1,865,091 


AMOUNT OF STOCK ISSUED A MATTER OP INDIFFERENCE. 

Q. Have you any criticism to make upon the policy adopted in capitalizing most 
of the great industrial combinations at the present time, on the basis of yonr experi- 
ence!— A. Well, on this question of capitalization, as long as the capitalization is in 
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stock, not in bonds, I leallv do not see that it makes a great deal of difference. Sup- 
posing you issue $16,000,0^ of stock, we will say ; it sells at $10 a share; yon have 
really issued 160,000 shares of stock worth $1,600,000. Supposing you reduce the 
capitali/.ation $10 a share, and you still have 160,000 shares worth $1,600,000. As 
lung as there is not question ol public policy, as long as there is no question oi trans- 
portation involving protection against excessive rates, or something of that kind, 
I never could see what difference it made how much stock there was. 


BONDKD INDEBTEDNESS IS GENERALLY UNDESIRABLE. 

Q. In discussing as we were the basis of capitalization, your remarks are particu- 
larly applicable to industrial companies and not to railroads?— A. Yes. 

Q. You do not regard bonds as favorable to the interest of the company or the 
investor t— A. 1 think a debt is always a burden, and the dangers of trouble and 
panics and upheavals are very much less if the bonded indebtedness of railroads or 
industrial companies is small. 

ACCOUNTS SHOULD HE PUBUSHED AS SOON AS COMPANIES ARE ON AN EARNING BASIS. 

Q. What have you to say respecting publicity of accounts in the case of companies 
such as th<i8e you have meutioned, in which the general public invest; do you accept 
any respousibility to make public reports?— A. My principle has always been that 
as soon as the company is on an earning basis, when it has passed the development 
stage, it should furnish accounts to the public. As long as the company is struggling 
in the development stage, then, to publish the accounts would be misleading lor this 
reason : If you are luiilding a house and you are laying the foundation, you have not 
anything to show for the house. If anybody goes to see the building and tinds 
nothing; bethinks you have nothing and he is misled; but after it is finished you 
have your house and he can see it. In the same way you take a company in the 
early stage of development, with the vast amount of money required to develop it, 
and if you would simply give the cost of this development to the public and to the 
stockholders, they would all be panic stricken, because they can not see what is 
coming. These arc development periods aud they are known to he such, and stock- 
holders put their money in for that purpose. Hut when the period is reached that 
you are on au earning basis— in other words, when you have become commercial- 
then 1 think it is your duty to inform the stockholders. 

MAKING PUBLIC THE COSTS OF PROMOTION. 

Q. Does the law of any of the States, so far as yon know, require a statement 
respecting the costs of promotion in the first instance of these companies?— A. Not 
to my knowledge; I have only experience with corporations organized in the State 
of New Jersey. 

Q. Would yon advocate the insertion iu all cases in companies' statements of the 
cost of promotion— that is, promoters’ profits and fees incidental to organization, 
cost of underwriting, etc.?— A. Why, that is a new question; I do not know how to 
answer that exactly. You see the cost of promotion is a very indefinite thing. For 
instance, some people who obtain stock by reason of promotion receive it not only 
for the promotion, but for all the services to he rendered for a long time therealter. 
It is a little bit difficult 

Q, In the case of this Consolidated Rubber Tire Company, was any stock issued 
for payment for promotion?— A. No; no stock can be issued for payment for promo- 
tion. The law does not allow that. 

Q. Are stockholders generally entitled to a statement respecting the cost of pro- 
motion?— A. As I say, it is a very difficult thing to say. For instance, a man has a 
patent and he goes to yoo and says, Will you furnish me money to develop this 
patent? I have capitalized this patent; 1 think it is worth so much. Now, if you 
will furnish me the money I will give you an interest with me.” Now, he may give 
you much or a little. It depends on the quality of the patent, and on the difficulty 
of raising the money, and the risk involved, and a g^eat many other things. If he 
has an article that is already on the market and which is paying a large profit, the 
probability is he will give you a very limited amount. If, on the other hand, he has 
something from which he anticipates a great fortune and which requires a great deal 
of capital, and a great deal of work, he is likely to give up more of his interest. It 
is one of those things that is impossible to figure and you never could get it truth- 
fully, because few people would be houest enough to say, “I have divided the inter- 
est I have in this property in such and such a wajr,” aud in the great majority of 
instances one would never be able to find out how it was divided. 
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THE witness’s FORMER CONNECTION WITH RAILROADS, ESPECIALLY WITH THE 
READING. 

Q. Will yoa state to the commission for the purpose of the record your connection 
with railroads in the past?— A. Well, I was identified more i)articularly with what 
is now called the Southern Kailroad. I was director in the Richinoud and Danville, 
the Richmond Terminal, East Tennessee and Georgia, Virginia Midland, and Georgia 
companies. 

Q. Were you not also identified with the Philadelphia and Reading Railroad Com- 
pany in some way?— A. Yes; 1 was the foreign repiosentative of the Philadelphia 
and Reading Railroad Company in Europe for the purpose of raising money for its 
needs, and also for introducing anthracite coal into Europe. 

Q. Will you speak respecting your connection with the Philadelphia and Reading 
Railroad and the events of the years prior to 1893?— A. My connection with the 
Philadelphia and Reading Railroad arose out of the factthatl was invited to join a 
syndicate to purchase the control of the Philadelphia and Reading Railroad. This 
syndicate was formed at the instance of Mr. Franklin B. Gowen, who had been 
president of that company, but while it was being formed Mr. Gowen committed 
suicide here in Washington. The burden of carrying it on was thou left with me, 
and I became chairman. We purchased a very large amount of the stock, a great 
deal more than a majority, and although the company was at that time controlled 
by a voting trust and the stock had no voting power, nevertheless the control 
drifted into our hands through a frien<lly feeling all around. Mr. Corbin, who was 
then presdent, resigned, and Mr. McLeod w'as made president. 1 found after I 
became familiar with the allairs that it would be advisable to reduce the road’s 
indebtedness in the form in which it then existed — largely in the form of income 
bonds- by converting those income bonds into stock. 1 prepared the plan for the 
organization of a new company, which 1 called the Reading Company, which was to 
own both the Philadelphia and Reading Railroad Company and the Philadelphia 
and Reading Coal and Iron Company, and the holders ot the income bonds who had 
shares of the Philadelphia and Reading Railroad Conijiany were to receive shares 
in this Reading Company for their interests, and in this way we would eliminate 
the bonds. This plan received the approval of all the leading banking houses, and 
I may say that it is the plan substantially under which the present Reading Com- 
pany was organized. I went with it to Europe in 1891 to see the European holders 
there; but during my absence Mr. McLeod thought it advisable to pay the interest 
on the income bonds, and of course when the interest was paid on the income bonds 
the income-bond holders were no longer willing to take stock for their holdings, 
and the plan then had to be abandoned, and I came hack. 

Q. May I ask you incidentally whether the interest on those bonds was earned?— 
A. It was not actually earned, as was subsequently proved, although it was shown 
to be earned on the books. 

ENDEAVOR OK CERTAIN ROADS TO FORM AN ANTllRAClTE-l’OAL COMBINATION. 

After I came back from Europe I was asked to assist to bring about what was then 
called the anthracite-coal combination, and I was iustrumeutiu in making that com- 
bination by securing, through negotiations, the adherence of the Now .Jersey Central, 
Mr. McLeod in the meantime having secured the adherence of the Lehigh Valley ; so 
the Philadeliihia and Reading Railroad took control practically, although somewhat 
indirectly, of the New .Jersey Central and also of the Lehigh Valley. This increased 
the coal holdings of the Philadelphia and Reading Railroad enormously, and required 
a great deal more additional money; so Mr. McLeod asked me to go to Europe again 
as foreign representative of the Reading Railroad and raise the necessary money 
there. This I did. I went to Europe and raised $13,000,000 to be paid in cash, of 
which $6,500,000 was to be paid in on the 1st of February, 1893, and the balance on 
options, but the understanding was that those options would be exercised as they 
came alohg. Much to my astonishment and amazement, after the bankers had paid 
$5,5W,000 cash on the Ist of February, the railroad was put into the hands of a 
receiver on the 20th of February; whereupon I returned from Europe and sent in 
my resignation. 1 then had some litigation respecting the matter, to have the 
thing investigated by the United States circuit court. 

Q. (By Mr. Phillips.) Was that money raised on bonds or on stock?— A. That 
was raised entirely on bonds. 

Q. Were those bonds good?— A. They were good and they eventually proved good, 
because the Imnkers who had advanced the money finally obtained their money bac^ 
with interest. 

Q. The attempt was definitely made, then, in 1892, to effect a combination of all the 
anthracite roads? — A. Not all; no. The Peansylvania was not supposed to come in, 
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nor the Erie, nor the New York, Ontario and Western, nor the Delaware and Hud- 
son, nor the Delaware and Lackawanna, but it was believed that these companies 
would act in harmony with the Philadelphia and Reading. 

Q. Have you any knowledge of a tendency toward consolidation of these anthra- 
cite-coal roads at the present time?— A. No; never heard of it beyond the fact that 
the Reading again acciuired control of the Jersey Central through purchase of stock, 
but at one time previous to my experience with it, under Mr. Gowen’s administra- 
tion, it liad done the same thing. 

Q. It is not the first time?— A. This is the third time the Reading has control of 
the Jersey Central. 

THK ANTIIRAOITK-COAL COMBINATION FAILED CIIIBPLY BECAUSE IT RAISED PRICES. 

Q. What has been the reason for the failure to absorb that road in the two prior 
instances?— A. In the first instance the Reading had borrowed money on the .Jersey 
Central stock and was not able to retain it when the loans were called. In the 
second instance control was by means of a lease which was considered contrary 
to the laws of New Jersey, and was judicially dissolved. But the main reason 
why the combination failed was that there was not an understanding of the first 
principles of an operation of that kind, namely, that it must reduce prices and 
not increase them. The anthracite-coal combination was killed because prices w ere 
immediately put up. If they had acted on the contrary idea and relied upon their 
economies, withdrawal of concessions to agents, etc. — if they had given the public 
the benefit of that and had maintained the old prices, they would have made, in 
my estimation, very considerable profit, and there would have been no outcry 
against the combination. 

Q. Mr. McLeod has testified before this commission that it was his intention to 
effect such economies as should be reflected in lower prices. Do we understand that 
you criticise the policy in that it did not so reduce the prices?— A. He did not do it, 
no matter what his intention was. Mr. McLeod’s trouble was that he was carried 
away by the desire to control a great deal more than he could control. He acquired 
the Boston and Maine and the New York and New England, and that really brought 
on the rum of the company. 

CONSOLIDATION OF THE ANTIIKACITK-COAL ROADS UNDESIRABLE AND PRACTICALLY 
IMPOSSIBLE. 

Q. Do you see any advantages at the present time in the consolidation of the 6 
or 7 roads which are now concerned in the anthracite-coal business— an advantage 
either to the investors or to the consumers, or both?— A. I think a combination of 
that kind would be very unwise. 

Q. Speaking from your experience and what you knew from the inside history of 
previous attempts?— A. Very unwise. 

Q. What dangers might threaten the investors or consumer?— A. I do not know 
how it would affect the consumer, because he is always protected to a very large 
extent by the competition of bituminous coal. I am speaking now, of course, of the 
consumer for industrial purposes, and unless the consumption for industrial pur- 
poses continues there will not be any profit in the business. So, although the con- 
sumer might, for a short time, as he was at that period^ be discommoded, yet in the 
long run he will get his rights. The attempts to organize all these various interests 
under one head would be impracticable, and I do not see to what advantage it 
would lead. 

THE PROPER VALUATION OF COAL LANDS AS A BASIS FOR CAPITALIZATION. 

Q. Do yon understand that at the present time the capitalization of many of these 
roads includes the entire value of the coal which is in tne ground! I refer particu- 
larly to the Philadelphia and Reading Railroad.— A. No. I have calculated that 
the coal in the ground of the Philadelphia and Reading Railroad nt that time was 
presumed to be about 5,000,000,000 tons. Now, if you put that at $4 a ton selling 
price, it would be $20,000,000,000. 1 am sure that was not included in the cal- 
culation. You have only to mention the figures to see how utterly impossible it 
would be. . . , 

Q. What is the basis upon which that road, as a typical coal road, is capitalized? — 
A. Now, mind you, the value of coal in the ground, as a general gross proposition, 
is very different from the net value. In the first place, yon can only mine as much 
as the public will demand ; in the meantime your interest goes on or your dividends 
go on. In the second place, you have to be sure that you can market it at prices 
which will be profitable. Now, we know that for long periods the marketing of 
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anthracite coal was unprofitable, bo the only criterion you have of values of that 
character, very much like any other mine or like patents, is what people will pay 
for them. You send an appraiser around and he will say this land is worth so 
much. In other words, it is like a New York lot. A New York lot on Fifth avenue 
is based on the price people will pay for it. Just now they pay a great deal more 
for it than they did a few years ago, and perhaps in a few years they Avill pay a 
great deal less. It is an indefinite method, but it is the only way in which you can 
a ppraise things of that kind. 


THE VALUE OF RAILROADS FLUCTUATES BUT THEIR CAPITALIZATION REMAINS 
UNCHANGED. 

Q. Mr. Schwab made the statement this morning that the basis of the capitaliza- 
tion of the United States Steel Corporation was, in a measure, determined by the 
amount of ore in the ground. As 1 understand you, you criticise that policy as 
applied to coal?— A. In a measure it is correct. You pay a groat deal more for land 
that has coal in it than land that has not; and what that measure is, how much you 
will allow for it, is largely a matter of popular sentiment prevailing at the time. 
You can not state a fixed price, for Mr. Gowen paid $30,000,000 or $40,000,000 for 
tliese lands, and I am sure they could be sold to-day for a very much higher price. 

C^. In other words, the capitalization of those roads to-day is actually rollected in 
ihe amount of value which they possess?— A. Yes. 

Q. The two arc e<iual?— A. Equal, no; the value may bo a great deal more or a 
great deal less than the capitalization. You see, values change. The capitalization 
remains the same, but values change. You taae, for instance, the Atchison road. 
A few years ago it was bankrupt; now it is earning a large amount of money. It is 
substantially the same roadbed, practically the same rolling stock, but its value is 
quite ditterent. The question of value, you know, is one of the most difficult in 
the whole range of political economy. 

THE DANGER TG RAILROADS OP REGARDING LOANS TO OTHER ROADS AS ASSETS. 

Wore the accounts of those coal roads accurately kept as between the mining 
companies and the transportation companies, so as to show the state of the business 
at the time that you know it?— A. The accounts were accurately kept, l»ut here is 
the difficulty which brought a gre.at many railroads to griet. A railroad, for instance, 
buys up another road or leases it; that becomes a part of its system. The main 
line, perhaps— like the Pennsylvania Railroad— is some 400 miles long, and the 
whole system may l»o 7,000 or 8,000 miles. Now, the rest was brought in in some 
way; either leased or direct control purchased, or traffic arrangements made by 
which the traffic is controlled, etc. There are various ways. Now, the way a good 
many railoads were ruined was this: They acquired a piece of property — a rail- 
road— and they found that it needed money to be developed, so they would loan 
money to that railroad, which was leased or controlled. Of course, the loan would 
stand on the books as an asset, and possibly as a surplus. Now, as time went on 
they would continue to loan this railroad and other railroads and so on, until, per- 
haps, they would have $30,000,000 or $40,000,000 loaned out to branch and leased 
lines of that character, and those amounts would stand on the books as surplus; 
but if they called on those railroads to pay up they could not do so. Now, if a 
panic camo on or anything which prevented the railroads from borrowing money 
on the securities issued to them by these leased or controlled roads for these 
advances, then the railroad that had advanced money would go into default. 


THE PHILADELPHIA AND READING RAILROAD COUNTED AS ASSETS PROFITS WHICH 
NEVER EXI8TOD. 

In the case of the Philadelphia and Reading Railroad the situation was not only 
that it had leased roads of that character, but it also owned all the stock of the coal 
company. Now, the coal company of course was supposed to pay its regular rate of 
freight, and was charged with it on the books, but when the time came to settle in 
cash the Coal and Iron Company did not have all of the required cash. Those 
freights still stood on the books as earning, but the railroad required cash to meet 
its own demands. It could not realize on that asset standing on its books as an 
account receivable, and when the Coal and Iron Company was not able to pay, the 
railroad was not able to pay its charges. But all the time the official stiatement 
showed the freight as earn! n us. 

Q. In other words^ the coal was mined and the loss really fell upon the railroad, 
although originally incurred by the mining company t —A. Well, the mining company 
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paid the railroad company frei|fht— at least "was supposed to pay all the freight— 
and was charged on its books with it. It is like this: I have a right pocket and a left 
pocket, pocket A and pocket B. Now, thereis no money m pocket Bat all, andpocket 
Bowes a lot of money to pocket A. Now, when I make my statement I refer to pocket 
A— that is my principal poeket—as making great earnings, but when it comes down 
to paying from pocket B there is nothing in ]>ockot B; so a large part of the earnings 
of pocket A never existed iu fact. They existed legally, you might say, but when 
pocket A did not earn enough to get along without pocket B's paying up, then the 
thing was exposed and there is a default. While the earnings were there on paper, 
they were not there in cash. The Coal and Iron Company failed to pay because it 
could not market its coal at a price that would yield enough profit to pay all the 
freight ; then the trouble began. 

MODK OF nOOKKKKPING .\8 BETWEEN RAILROADS AND THEIR SUBSIDIARY 
CORPORATIONS. 

Q. Then the subsidiary corporations often made it possible to make fictitious 
returns and eamingsf— A. Not exactly fictitious— I do not care to call them ficti- 
tious; it may have been the regular rate charged to everybody else— but mislead- 
ing returns and earnings. 

Q. Do yon understand that any change in this method of accounting has taken 
place since 181)3 as between the railroads and their subsidiary mining corporations?— 
A. I have had no experience. I knew those railroads at that time hut I have had no 
experience since; hut 1 imagine from the general credit which the railroads eujoy 
to-day compared to the credit which they enjoyed at that time that they must have 
improved. 

A DANGEROUS PRINCIPLE TO CONVERT STOCKS INTO BONDS. 

Q. Do you see any danger from the standpoint of general railroad finance in these 
various consolidations which have either taken jilace or are projected, by means of 
which one road acquires the stock of another and deposits it, issuing thereupon col- 
lateral trust bonds or other seenritu'sof thatkind?— A. There is in principle always 
a danger to convert a stock, which has no liability except for bookkeeping purposes, 
into u charge. Of course, as long as things are well and companies grow, they pay 
the interest and it is all i ight; but if for any reason there should he a setback to the 
prosperity of the country and the interest is not earned, then we get ba(‘k to a chaotic 
state of affairs such as existed 7 or 8 years ago, 

Q. Do you underalaud that to he the system on which the absorption of the Chi- 
cago, Burlington and Quincy is projected, and bywhich theCentral Kailroadof New 
.Jersey was purchased by the Philadelphia and Reading?— A. Yes; that is the system. 
Now, of course, in matters of business principle it is not proper to go too far. 
There may be saving circumstances which may make this a good operation, but that 
of course I do not know, as I am not sufficiently familiar with the details. Speaking 
generally, it is a mistake to convert stocks into bonds ; it ought to ho the other way. 
My tendency has always been the contrary— to convert houds into stock. 

IMPROVEMENT IN RAILROAD AD.MINLsTRATlON —UNITED STATES ROADS THE BEST IN 
THE WORLD. 

Q. Have you any reason to suppose that the financial administration of railroads 
is somewhat better to-day than it was in 1893, when yon were particularly concerned 
with them?— A. I believe so; for one reason, on account of the great shake-up in 
1893. Generally, you know, there is a reform after events of that character— such 
a large number of railroads went into the hands of receivers. But outside of 
that, through these reorganizations an enormous quantity of new money has gone 
into railroads and improved them materially. Take, ior instance, the old Rich- 
mond Terminal, which is now the Southern Railroad. It was composed of a great 
number of small roads very indifferently constructed, A large amount of assess- 
ments was levied, and the combination of all these roads under the head of one 
railroad, the Southern Railroad, has produced a great change in the physical ooudi- 
tion of those roads. Therefore, they can be operated very much cheaper and yield a 
prol^t where previously they would not. The same thing is true all over the country. 
I remember farther hack, in 1886, the condition of roost of the Southwestern roads 
particularly was wretched. I investigated one road, and I wrote that it was not any 
rougher than the Atlantic in an ordinary gale That was about the condition. 
Take this same road, which is now the St. Louis aud Southwestern ; it is a fine road. 
Of course the stockholders have had to contribute. Enormous amounts of money 
were raised by assessments, and the result is that the condition of the railroads in 
the United States is the best in the world, where it used to he the worst. 
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Q. Yon Bpoke of having examined the roads abroad?— A. Everybody admits— I 
was in England last year— that the English roads are far outdistanced, although 10 
or 16 years ago all we hoped for was to come up to the English standard. 

PROPOSED BILL TO ENABLE THE INTERSTATE COMMERCE COMMISSION TO PROTECT 
RAILROAD INVESTORS. 

Q. Does the law of the United States at the present time sufficiently safeguard 
the investor in the matter of railroad finance?— A. 1 do not think the law safeguards 
him at all, except the common law against fraud and larceny ; I do not know whether 
there is any other law. 

Q. Have you any suggestions to make respecting the enlargement of the powers 
of the Interstate Commerce (Jommission, or by any other means providing for such 
protection?— A. At the time when I investigated tl.e afi’airs of the Reading Rail- 
road— I made this investigation for the trustee of the bonds iu 1893—1 became very 
much interested in the subject from a good many points of view. I then drafted a 
bill, which was introduced in Congress by Mr. Straus, of New York, iu the House, and 
by Mr. Cullom in the Senate, for extending the powers of the Interstate Commerce 
Commission to prevent ifauds on stockholders; and among the provisions of the bill 
the one I relied on more than any other was an examination of railroads based on 
the method of examining banks— that is, that there should be a regular United 
States examination. There wore other provisions about reoeivership.s which I felt 
ought to be remedied. For instance, the old method always was that when the 
president had bad luck— to put it iu a mild form— had bad luck so that the road 
went into the hands of a receiver, he was immediately appointed a receiver, on the 
ground that he was most familiar with the road. My ground was that if his famili- 
arity brought on ruin, it was the best thing to have some other natty who was not 
so familiar. There were various other provisions embodied in toe bill at the time, 
and it was favorably considered among the members of the railroad committee, but 
action was postponed until it was too late, so nothing came of it. 

ADVANTAGES OK A SYSTEMATIC GOVERNMENT INSPECTION OF RAILROAD ACCOUNTlS. 

Q. You regard as feasible, then, a systematic inspection of railroad accounts?— A. 
Just as easy as inspection of banks; there is uo difference. 

Q. You say that in the light of experionco as a practical railroad financier?— A. 
The management is supposed to give the stockholders all the facts. All the railroad 
reports go into great detail. Why not have the reports examined by a United States 
examiner to see that they are correct? It is only carrying out what the management 
proposes to do an.> how. 

Q. At the time of which you spoke, were these full and complete railroad reports 
accurate in the bookkeeping so as to show the state of the earnings?— A. They were 
accurate, but when you come to the question of the solvency of the debtors, how 
oouldyott tell that from figures? Ifthe Philadelphia and Reading Railroad advanced 
to the Atlantic (;ity svstem $1,000,000, it appeared on its books as an advance, as an 
asset of $1,000,000 under an advance to a leased line. The reports will be correct 
as to figures. If the Philadelphia and Reading Railroad Company inserted among 
its earnings so much freight earned from the Philadelphia and Reading Coal and 
Iron Company, it would be correct as to figures, but yet extremely misleading as to 
tacts. 

Q. You would then liave your examination cover not merely the correctness and 
verification of balances, but also include an actual examination of all securities 
owned by the road, and an examination as to the facts?— A. Yes; whether or not 
these various credits, these various auvances, have any substantial value. 

Q. Do you recognixo auy disadvantages in a systematic inspection, owing to the 
fact that it reveals the inner policy of tlie company, and might sometimes embarrass 
the management in carrying out incomplete projects?— A. Does it not reveal the 
inner policy of banks! We are supposed to have trustworthy men for examiners 
who will not reveal what is not ])roper to reveal. 

interstate COMMERCE ( OMMISSION THE PROPER DEPOSITARY OP THIS POWER, 

Q. Do voii believe that the Interstate Commerce Commission, as independently 
organized, may safely be intrusted with power to conduct such a systematic exam- 
ination?— A. That is where it should be intrusted. 

Q. (By Mr, Phillips.) Do you think that the decision of the Interstate Commerce 
Commission in any given case should be binding until it is reviewed by a higher 
court ?— A. That is a very difficult legal question. I should not like to give an 
opinion on that. 
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Q. Ib not the difficulty now in getting at a conclusion from the courts that it is so 
very tedious?— A. That is someUiing concerning which I have not studied suffi- 
ciently to be able to give you any information. 

THE ATTEMPT TO SECURE CONTROL OP THE NORTHERN PACIFIC RAILROAD. 

Q. (By Mr. Ripley.) Have you followed at all closely the recent attempts to 
secure control of the Northern Pacific Railroad?— A. Of course I read a great deal 
about it in the papers. 

Q. Are you an attorney ?— A. Oh, yes; years ago I used to be an instructor in the 
Coliiinbia Law School. 

Q. The statement was made In the press that suit would be brought for an injunc- 
tion to compel a settlement on a basis of 150 with those who had sold the stock 
short. Have you seen a statement of that and the grounds for it?— A. Yes. The 
ground for the injunction was that where there is an impossibility of performing a 
contract it can not be enforced. It is an old principle of the common law where 
theie is an actual physical impossibility of performance. 

Q. Have you any knowledge of a corner of this particular character at any pre- 
vious time?— A. No; that is entirely novel. 

Q. You have no further information than what is stated in the press respecting 
this?— A. No; I have not. 

DIFFICULTIES IN THE WAY OF EXPORTING COAL AND THE QUESTION OP A SHIP 

SUBSIDY. 

Q. You stated that you went abroad in the interest of the exportation of hard 
coal to Europe?— A. Yes; that was part of niy mission. 

Q. Have you any statement to make respecting that?— A. I thought that would 
be the best way oi solving the difficulties of marketing anthracite coal in sufficient 
quantities, and 1 found there was a very large field; but the difficulty was entirely 
with the shipper. lu other words, you sent out your load and there was no return 
freight compatible with profit— insufficient «iuantitie8, 1 mean, to insure a profit on 
the transaction. That was the whole trouble. 

Q. The entire difficulty, then, in establishing a large export trade in coal is the 
difficulty of securing the return freight?— A. Yes. 

Q. Have you any proposition to make respecting that?— A. You mean ship subsidy? 

Q. Yes, or otherwise.— A. While I am not an expert on that question, 1 know that 
a ship subsidy would have been very valuable for the export trade of our coal, 
because it would have given us a chance to send the coal over and rely on enough 
assistance from the subsidy to get back. That industry would bo created immedi- 
ately, I think. 

UNDESIRABILITY OF LEGISLATION PROHIBITING RAILROADS PROM LEASING OR 
CONTROLLING OTHER ROADS. 

Q, (By Mr. Stimson.) Would you take a general position in favor of legislation 
against the control of stock of one railroad by another?— A. I think that would be 
a great mistake. I will just make a comparison. Take the Southern road, with 
which I am familiar. Formerly there was a lot of disjointed roads, very slow time, 
very poor cars, and very unsatisfactory in every respect. They came into this 
one system, the Southern road, and now yon see fast service, excellent track, every- 
thing in the interest of the public. Of course, it is a very serious question how 
far that should go, but 1 do not think we need be afraid that it will go too far. 
You see now this very matter that you brought up, this question of the control of 
the Northern Pacific. I’he railroads of this country will not come into a single 
band; that is certain. 'I'here are too many people with their own ambitions to 
allow any single interest to obtain control of all. But how far it can go with profit 
to the coimti^, and where it should stop, of course is a question very difficult to 
answer; but I am perfectly satisfied that it would be a mistake to prevent a railroad 
&om controlling and leasing others that connect with it. 

EXTENT TO WHICH THE RAILROADS CONTROL COAL LANDS AND THE MINING OF COAL. 

Q. In my practice I had a client come to me with a large tract of bituminous coal 
lands for sale, and I was told by a great many people toat they had to be sold to 
some of these combinations.— A. The quantity of bituminous coal laud is so enor- 
mous that they really have relatively little market value. The anthracite lands are 
very difficult to buy. There are relatively few of the old individual holders left, 
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and if they had to soli them they would sell only to the railroad companies. It 
is not worth while to anybody else to buy. 

Q. They can sell only to railroad companies?— A. Well, of course, a great many of 
the old large miners exist, the very large miners like Coxe Brothers, .but to go in and 
mine a small property, with the expense of raining and the railroad freight added, 
is not a thing that people would care to venture in very much. Those who have the 
business and experience will stay, but new people are not tempted, 

Q. Do the railroad companies in general make any effort so to control the situation 
that coal can not be mined except in such lands as they choose to secure the lease 
off— A. Well, there is what they call an understanding. They have always had an 
apportionment among the railroads that each company should carry so much. I do 
not know whether it is in effect now, but it was for years. This is necessary ; other- 
wise the coal lands ivoiild bo depleted at ruinous prices. The trouble is there is not 
enough demand If there were enough demand for anthracite coal to take every- 
thing that is marketed there would be no trouble. Now, if export trade could be 
established, that would increase the demand and everybody could mine all he would 
like. As it is to-day the demand is quite restricted, relatively speaking. 

POSSIHimiKS FOR ANTHRACITE COAL IN THE FOREIGN MARKET. 

Q. Is there any market in England for anthracite? — A. Oh, I think there would bo 
a large market in England, France, (lermany, and Italy. 

Q. They ha\e no objections to it?— A. On the contrary, they favor it; they 
like it. 

(Testimony closed.) 


Washington, 1). C., May ?.0, 1901, 

TESTIMONY OF MR. WILLIAM R. WHEELER, 

liepresenHng Pacific Coast Jobbers* Association, 

The special subcommission mot at 8.45 a. m., Mr. A. L. Harris presiding. At that 
time Mr. William 11. Wheeler, of San Francisco, Cal., a wholesale hardware merchant, 
was introduced as a witness and, being duly sworn, testified as follows: 

Q. (By Mr. Ripley.) Mr. Wheeler, will you state your full name, your occupation, 
your address, and any other details about your representative position f— A. William 
R. Wheeler; wholesa.e hardware; addres-s, 121.5 .loncs .street, San Francisco. Wo 
have houses also in Sacramento and Los Angeles, so far as our business is concerned. 

Q. What is your relation to the board of trade, and do you rejireseut any commer- 
cial organisation? — A. Yes; so far as the board of trade is concerned, my house is 
a member of it, as are all other wholesale houses. The board of trade in San Fran- 
cisco, however, 1 would remark iucidentally, is not of the same general character as 
boards of trade in general. It is merely an association of wholesale merchants who 
use it almost solely, in fact solely without any qualification, for the purpose of econ- 
omising the settlement of bankrupt estates. We employ two lawyers in the board 
of trade and have a legal department that handles all bankrupt estates, and by the 
concentration of the work into one set of hands and the joining of issues on tln^ part 
of all the merchants in the case more is saved in the administration of the estate 
for the creditors than would otherwise be secured. 

Q. Are you not here in some representative capacity before the Interstate Com- 
merce Commission?— A. Yes; we have on the Pacific coast an organization known as 
the Pacific Coast Jobbers and Manufacturers’ Association, which has a membership 
in all the Pacific coast cities from Whishington and Puget Sound to Santiago. 

Q. Will you state the railroad situation so far as Cafiforuia is concerned, and par- 
ticularly the nature of the case now being prosecuted here before the Interstate 
Commerce Commission? ' Of what do theinerohants complain in this case or in gen- 
eral in other ways?— A. The transcontinental railroads, m establishing their tariff's 
after the completion of the first transcontinental railway, and the same remark 
applies that 1 am about to make to all subsequent transcontinental railways as they 
were completed, found themselves face to face with the competition of the sea 
carrier between New York and San Francisco, and other Pacific coast termini of the 
roads serving San Francisco and other roads. How to meet this competition was a 
problem which presented itself to them. In order to do business between Atlantic 
seaboard cities and Pacific seaboard cities they were obliged to make rates to meet 
this sea competition after makine due allowance for extra time in transit, marine 
insurance, liability to salt-water damage, and general inconvenience occasioned by 


' See also testimony of Mr. J. C. Stubbs following. 
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the uncertainties of marine navigation or marine transportation. In meeting this 
competition from New York the railroads incurred the displeasure of certain inland 
cities. The roads serving the Middle West immediately insisted upon applying like 
sea competitive rates between Chicago and other Middle West cities and the Pacific 
coast, thus bringing about what are known us postage-stamp rates. They were 
careful, however, to confine the postage-stamp rates to their Eastern termini in per- 
mitting rates to be postage stamped west of the Missouri River. 

Q. You may explain exactly what you mean by postage-stamp rates. Do you 
mean that the rate is the same, irrespective of distance, anywhere east of the Mis- 
sissijipi River f— A. Yes. The term ‘‘postage-stamp rates” takes its origin from the 
letter-caiT\ ing system of the Government. I'he purpose of this policy on the part 
of the Western roads was to bring business as near to their Eastern termini as possi- 
ble — to bring the origin of business as near the Eastern termini as possible, thus 
securing to themselves the greatest possible amount of revenue out of the business. 
In the establishment of these sea competitive rates the transcontinental railways 
took due recognition of values, density, liability to damage, etc., when goods were 
shipped by sea, and made a tariff which practically coutined sea competitive rates 
to the competition as it existed. It was the constant aim and effort of the trans- 
continental railways to control, and thereby minimize as far as possible, the competi- 
tion of the sea carriers. In these efforts they Avere successful to such an extent that 
the merchants of San Francisco, to break the monepely then existing, organized a 
steamship line on the Pacific to be run in connection with the Panama Railroad and 
its steamship lino on the Atlantic, thus creating a through route from New York to 
San Francisco. The merchants of San Francisco, furthermore, subsidized, or encour- 
aged by guaranties, the establishment of a rival line of clipper ships around Cape 
Horn. These actions brought about a violent competition between the railroads and 
the sea carriers and a bitter rate war ensued. In this rate war, as in all war meas- 
ures, whether commercial or international, all recognized rational measures or sys- 
tems previously established were broken down, and rates generally flattened out 
between the Atlantic and the Pacifii;— or between the territory east of the Missouri 
River and the Pacific coast cities — to such a degree as to show little or no difference 
between carload and less than carload lots, so as to maintain no ditt’ereiu'e between 
carload and less than carload rates, and to ignore values and proper elements which 
had heretofore entered into the establishment of sea competitive rates. This rate 
war continued, according to the best of my recollection, during 1893 and 1894, when the 
steamship line was abamloued and thePanama Railroad (bmipany renewed its rela- 
tions with the Pacific Mail Steamship Coinjiany. Thecomlitions existing before the 
freight w'ar, however, were not restored, so far as freight tariffs were concerned. 
Rates were advanced to some extent, but carload differentials existing before the 
freight war were not restored. During the period when these unnatural conditions 
prevailed the Middle West jobber was enabled to go into Pacific coast territory 
and secure an abnormally large share of business. In fact, he was making such 
inroads upon the business of the Pacific coast jobbers that the latteFs share of 
profits upon investments was entirely inadequate. 

As the freight- tariff' conditions were particularly burdensome with regard to hard- 
ware and iron and steel products, the jobbing trade of the Pacific coast, through its 
organization, the Pacific Coast Hardware and Metal Association, entered a protest 
against the prevailing transcontinental freight tariff and recominoiided certain 
changes therein, all of which were based upon the precedents established by the 
transcontinental tariffs in efiect before the freight war before mentioned. After 
several hearings which were granted to the Pacific coast hardware trade, at which 
were representatives of the Middle West hardware trade as well as the trade bodies, 
the transcontinental railroads, at a meeting held in May, 1898, at Milwaukee, issued 
a tariff', wbicli, while it only in a measure restored the conditions existing before the 
freight war, was more generally satisfactory to their Pacific coast patrons. The 
Middle West jobber, having been educated by the abnormally low rates and the 
elimination of carload differentials consequent upon the freight war to look upon 
the Pacific coast as a part of his territory, immediately protesW against the Mil- 
waukee tariff. In fact, the Middle West jobber was claiming as a right what had 
been granted to him by the railroads as a war expedient. 

The continued efforts of the Middle West jobber to tear down the Milwaukee tariff 
were successful in the case of the Great Northern and the Northern Pacific railways, 
those roads issuing a supplementary tariff, eff’ective May 1, 1899, reducing carload 
differentials and ignoring in a large measure the elementary basis of a sea competi- 
tive tnriff, but applying thereto sea competitive rates. This was followed by a 
vigorous protest from the Pacific coast jobbers. The delegation waited upon the 
tariff officials of said roads at St. Paul May 23 and 24, 1899. At this meeting a large 
representation from the Middle West was present. The Pacific coast <lelegation pre- 
sented their argument and were replied io by the Middh*. West. As the Pacific 
coast people ha^ anticipated, the traffic officials of these Northern railways declined 
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to recede from the position they had taken. This led the Middle West people to 
look for like action on the part of the roads leadiuj? into California, the tai itls ui> to 
this time having been very generally identical as t<) Pacific coast points. The Cali- 
foniia roads, however, paid no attention to the action of their Northern neighbors, 
but continued the operation of the Milwaukee tariff. 

Failing to secure a departure therefrom by moral suasion or force of example of 
the Northern roads, the Middle West jobbers, through the St. Louis traffic bureau, 
began suit against the transcontinental railways to enforce the desired reformatiiuis 
in the transcontinental freight tariff. Their coninlaiut involves 3 issues : 

hMrst. They declare that rates should be graded; that is, that a lower rate should 
exist from St. Louis than from Chicago, and a lower rate from Chicago than from 
New York. 

Second. That carload differentials should be minimized, or that there should be a 
very material reduction in carload differentials from those shown iu the Milwaukee 
tariff. 

Third. That blanket descriptions should be adopted. By blanket descripticms 1 
mean that a variety of articles widely diverse in value, density, and liability to 
damage should bo permitted to be packed into a case and a common rate applied to 
all, said rate being not in excess of sea competitive rates generally. 

Q. The whole contest, then, is one between the Middle West and the Pacific coast 
jobbers?— A. Yes. 

Q. Who can decide that controversy as a matt(',r of fact to-day? That is to say, 
who can determine which of those two sets of jobbers shall do the business? — A. 
The Supreme Court of the United States. 

Q. But until a decision by that court, does the power to make this adjustment rest 
absolutely with the railroads by their ailjustment of rates?— A. It does; yes. 

Q. Do you appreciate that in pushing a case before the Interstate Commerce Com- 
mission you may have to repeat it or carry it to the Supreme Court?— A. We do; yes. 

Q. Would your organization, and do yon think the merchants of California in 
general would, welcome an enlargement of the powers of tlie Interstate Commerce 
Commission?— A. They would. 

Q. And that they would be willing to trust the issue to them?— A, Yes. I feel that 
the Interstate Commerce Commission— and in saying this I believe that I pretty 
generally reflect the sentiment of all with whom I have conversed upon the subject-^ 
should be given the power to enforce its rulings: not that the railroads should not 
have the right of appeal therefrom, but I woulo put the burden upon the railroads 
aud not upon the Interstate Commerce Commission. As the law is to-day constituted, 
as I understand it, the Interstate Commerce Commission is obliged to go into the 
courts to enforce its own rulings. Now, it appears to me that their ruling.s would be, 
or should be, self-operative; thattheirrnlingamustberespected the same as a court’s 
rulings; aud if the railroads object to the rulings they should go into the courts and 
appeal therefrom, and not force the Interstate Commerce Commission to go into the 
courts to enforce its decisions. 

Q. The railroads have maintained at times that there was an adequate protection 
for shippers because the interest of the railroads and the shippers was the same; 
that is to say, that rates properly adjusted would produce the maximum volume of 
business. From what yon say I should judge that it is not always trne that the 
interest of all the shippers is identical?— A. No 

Q. And that a railroad may practically put business iuto the hands of one part of 
the country as against another?— A. That is just it, 

Q. By the adjustment of its rates? — A. I do not believe generally in destroying 
the geographical advantage of any city. It is that geographical advantage that 
builds the city up, to begin With, or that causes its foundation. It matters not 
whether it is actually a hamlet, a town, or a city. Every one of those owes its 
existence to some geo^aphical advantage with relation to the surrounding country. 
It maybe a hamlet that is located in the middle of a little productive valley— at a 
crossroads perhaps. It serves a certain radius. Or it may be a city like San Fran- 
cisco, at the gateway, as we are pleased to term it, of the Pacific coast. The people 
who pioneered San Francisco did not go there because of the beauty of its location 
or because the climate was particularly attractive. They went because of its com- 
raercial possibilities. They recognized it as the entrepot to the Pacific coast, and 
the wisefom of their action has been demonstrated. That was when goods moved 
by sea entirely. San Francisco became the gateway to the entire Pacific coast, 
Goode were distributed up the rivers or redistributed from San Francisco up the 
coast and down the coast and back into the interior by team, and finally local rail- 
ways were built, which in turn became distributive agents, and in the course of 
time, as I have already said, the transcontinental railway was built. 

Now, in San Francisco we believe that sea competitive rates should be confined to 
the points where the sea competitiuu exists; and os I interpret tlie interstate- com- 
merce law as a layman, it is very plain upon that point. tW fourth section states 
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that no waiver of the long-and-ahort-haul clause may be made where oircumstanoes 
are similar. It is the dissimilarity of circumstances that permits a waiver of the 
long-aiid-short-haul clause, and the dissimilarity of circumstances is that between 
San Francisco and New York exists God’s highway, which any ship carrying the 
liag of this country may use as a free right of way there. It is a small investment 
to build a ship, comparatively speaking. That vessel can load at New York the 
product of the factories on the Atlantic seaboard and of the Middle West to be 
hauled to New York from Chicago. There they find water competition around to 
San Francisco. They do not find it at Chicago. The railroads, if they would carry 
business between the Atlantic seaboard and the Pacific seaboard, must meet this 
water rate. Chicago and St. Louie, ignoring the basis of this rate, say: “Here we 
are nearer San Francisco than you are there in New York. We are a shorter dis- 
tance than yon are j therefore we should have a lower rate than New York has. 

Q. Which they do not have at the present time ? — A. At the present time they have 
a postage-stamp rate. The railroads in a spirit ot compromise, so to speak, while 
they say to Chicago that “Logically your rates should be higher than New York s 
to San Francisco; while you claim it should be lower, we claim it should be higher. 
You claim it should be lower by the share of the rate from New York to Chicago 
that should he cutout of the transcontinental rate in establishing the Chicago rate, 
giving you the benefit of your contiguity to San Francisco as against New York. 
We claim that at New York the basis ol the rate is the sea competition, whi( h is 
forced upon us, and that you should first pay the rate to New York, where you can 
avail yourself of that sea competition, which would increase your rate at Chicago 
over that of New York by this same cost between Chicago and New York.” One 
wants it higher and the other wants it lower, so to speak, and they compromise by 
making it the same, or, in other words, extending the postage-stamp rate. 

Q. As far as St. Pauli— A. As far as St. Paul and St. Louis and Minneapolis and 
Omaha and St. Joseph. Now, in the Denver decision, which in my opinion is one 
of the best decisions that the commission has ever rendered, they call attention to 
the inconsistency of applying sea competitive rates to points not possessed of sea 
competition; and while they specifically state that that is not an issue before them, 
they do state that the railroads having granted Chicago, St. Louis, and Kansas City 
sea competitive rates, or, in other words, that the railroads having departed from the 
sea, that the sea competitive rates to the coast must be consistent in their very 
inconsistency and not draw the line at the Missouri River, but must give Denver, 
Colo., the same sea competitive rate, and they must give it to Salt Lake; whereas 
the railroads have been drawing the lino at the river, thus making the rate higher 
from Denver to San Francisco, and even from Salt Lake to San hrancisco, than it 
was from Chicago or St. Louis or New York to San Francisco. That was all done 
in a self-serving spirit, as I have said before. The railroads terminating at the Mis- 
souri River wanted to create business at their eastern termini, and in that way 
maximize their net earnings. . . ^ . t. x .1 

Q. What now is the actual competition that exists? In other words, what goods 
go by water at the present time, and are there any goods which would not go by 
water under any other conditions?— A. There is a large volume of business going 
by water at the present time. That volume is increasing, and it consists of partic- 
ularly heavy goods— hardware, groceries, and all commodities whose value is not 

oxc68siv0ly . 

Q. Does structural iron go that way? — A. Yes; structural iron. I am not in the 
structural-iron business, 1 would say, and I can not state that ot my own personal 
knowledge; but I know of iron analogous to structural iron which does come there. 
I should say that there is no reason why it should not go by water. Anything 
wherein the value or liability to damage is not great can go by sea. Understand 
this, that in shipping by sea the value cuts a very considerable figure. In the first 
place, with a sailing vessel it means a matter of 4 months longer than by rail. Now, 
those goods are bought and paid for at the point of origin and that amount of capi- 
tal is lying idle when it goes on a long voyage like that, and the inter^t has to be 
considered upon that amount of money as against the rail haul, which is shorter. 
In other words, you have to add to your actual sea freight the interest on the money 
for the longer time that the goods are in transit over what they are by rail. You 
have to add to your sea rate the marine insurance which does not obtain when 
shipped by rail. You have to add to your sea rate the liability to salt-water dam- 
age, which does not obtain when shipping by rail. Then you have got to add to 
your sea rate a certain percentage to offset the general convenience of bringing by 
rail over bringing by sea, getting your orders quickly. It is not a matter of putting 
this rate against that rate when you come to shipping by sea. That is what we 
demand the railroads should take into consideration and what the Middle West 
have requested them to ignore. i. x 

0. To pass over that, what is the opinion of the California merchants rejecting 
the consolidation of the Union Pacific and Southern Paoifle railroads? Do they 
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regard it with favor or otherwise! Do they predict any effect upon rates or upon 
business in general!— A. I believe that the establishment of ocean-to-ocean railroad 
lines under one control, and it seems to me very evident that that is coming, and in 
the very near future, would be a good thing for the Pacific coast for this reason : If, 
for example, the Santa Fe Bailroad was controlled or owned by or consolidated with 
the Pennsylvania system, thus forming an ocean-to-ocean road, then that line would 
coniine its sea competitive rates between points where sea competition exists in 
order that they might not break up their intermediate and local hauls where they 
are removed from ttiat sea competition. 

Q. Do you mean, in other words, that they would get the long haul from New 
York to San Francisco on certain commodities instead of having it frotn Chicago!— 
A. Yea ; not that they want the long haul at the lower rate or even the same rate 
as against Chicago, but they recognize the inconsistency of their position ; they 
acknowledge that thej^ are making this sea competitive "rate apply from Chicago 
simply from a self-serving interest, and that it is inconsistent. They could afford to 
assume tlie consistent position, having a through line from ocean to ocean, and con- 
fine their sea competitive rates between the points where sea competition exists, and 
it would not be to their interest to giie Chicago the benefit or arbitrary advantage 
of sea competitive rates. In .other words, to make that clear, a Chicago railroad or 
a railroad whose eastern terminus is in Chicago wants to have all the goods it can 
originate in Chicago and build up the manufacturing of Chicago, draw it away 
from the Atlantic seaboard. Therefore, they give the Chicago in.mufacturer the 
benefit of the Atlantic seaboard manufacturer's geograpbical position. The Atlantic 
seaboard manufacturer has a natural advantage, which the Chicago manufacturer 
has not, to ofiset this relation, and the Chicago manufacturer has an advantage 
which the Atlantic manufacturer has not with reference to the Mississippi Valley 
territory. But tlie Chicago man, having already built up his business in the terri- 
tory which is naturally his, wants to go farther and reach into the other follow's 
territory out on the Pacific coast; and while he has not the geographical position 
which entitles him to it, it is arbitrarily bestowed upon him by the railroads serving 
Chicago, because the railroads serving Chicago say, We have not any place in New 
York; we do not serve the man at New York; we can not got his haul, or if wo do 
we only get a part of it; we have to pro rate with this other road ; therefore we are 
not interested in building up New York. We are interested in building up Chicago." 
And if that same road had a line leading from New York to the Pacific coast then 
it would say, Let each place stand upon its own bottom and for the trade that is 
tributary to it and not force the combination of trade to get territory to which that 
trade does not belong." 

Q. (By Mr. Ripley.) That same argument, then, would make the people of the 
Pacific coast rather complacent over the union of the Creat Northern and the North- 
ern Pacific with the Chicago, Burlington and Quincy!— A. The Great Northern and 
Northern Pacific union with the Chicago, Burlington and Quincy, of course, gives 
those two roads the Burlington's own entrance into Chicago, St. Louis, Omaha, and 
Kansas City, as the Burlington serves all those cities. I do not know that it would 
make any material difi’erenoe to us. Personally I would he glad to sec those roads 

g et control of a road leading to the Atlantic seaboard, because, on the theory that I 
ave stated here, I believe it will work out our salvation. I do not want it to stop 
with the Burlington. It merely gives them a station. St. Patil and Dulnth remain- 
ing their eastern termini, it increases their terminal points in the east by the addi- 
tion of the Burlington’s terminal points, that is all. Having acquired the Burlington, 
the next step will be, I believe, from the signs of the time, the acquisition by them 
of the Erie or some other trunkline, just asl believe that the Vanderbilt lines really 
in fact do control to-day an ocean-to-ocean line. 

Q. You refer to the Union Pacific!— A. The Union Pacific and tlie Northwestern. 
The Union Pacific controlling the Southern Pacific, and the Vanderbilts controlling 
the Union Pacific and having the Northwestern, would give them au ocean-to-ocean 
line, 

Q. Would the construction of an independent line by the Burlington to the Pacific 
coast have any bearing on this general situation ! The project has been mentioned, 
and is, in fact, said to be at the bottom of this opposition o^ the Union Pacific to this 
union of the Chicago, Burlington and Quincy and the Great Northern and the North- 
ern Pacific.— A. 1 have heard that so stated, and I think there is considerable reason 
to believe that it might be so. I do not know any tiling about it authoritatively. But, 
of course, the more railroads we have into that section of the country the more the 
country is developed and opened up, I am alwaj^s pleased to see railroads con- 
structed into territories, because the general effect is the opening up of the country. 
But, so far as freight rates are concerned, I sometimes think that it simply means one 
more road to divide up with. Therefore they say, “ Boys, lot us get together and 
pass them up a little. We can not afford to carry as cheaply as we md before. 
There is one more road to divide with." 
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Q. Do the merchants complain any more of commercial discriminations, rebates— 
any of those practices that usually prevail during rate wars! Do they exist at the 
present time, so far as you know, to any consideraole extent! — A. In a rate war there 
18 no occasipn for rebates. They simply “ sock ” the rates right down so that they can 
not make any rebates; but it is when the war is oft’ and rates are supposed to be 
maintained that the rebates come in, the secret rebates. We are opposed to rebates 
out there. I do not believe there is a shipper on the Pacific coast but that has at 
some time or other received rebates. 

Q. They have been prevalent in the past, then!— A. They have been prevalent in 
the past. At the same time the thinking ones among the merchants were making 
every effort to prevent them. It was urged that the Canadian Pacific, which was 
carrying business into San Francisco by its line via Vancouver steamships down to 
San Francisco, thus making rather a roundabout line, by its claim of a 10 per cent 
difforeutial — its enforcement, in fact, of a 10 per cent differential below those of the 
direct all-rail lines — was causing the all-rail lines to secretly cut. That was the 
excuse that was given us by the all-rail lines, and with that information before ns, 
we got together in San Francisco and pledged ourselves not to ship hy the Canadian 
Pacific. The people in the hardware and metal trade 1 refer to. You take away 
the iron and steel and grocery transportation and yon take away the prop which 
doth sustain the house, so to speak. There was a publication extant showing the 
efforts of the San Francisco merchants. It all comes in as a part of the proceedings 
at the conference or at least the arbitration as between the transcontinental Amer- 
ican railways and the Canadian Pacific at Chicago, which shows the attitude of 
the San Francisco merchants in that case. It is a matter of record. 

We stuck by that agreement and did not ship by way of the Canadian Pacific 
road. It was merely a matter of the different people in the same line of business 
agreeing not to ship by that road. The result is tliat the Canadian Pacific is to-day 
out of business in San Francisco practically. They have a taritt, but of course they 
realize it is natural that they can not expect to carry business to San Francisco at 
the same rate the other lines do. It is out of their territory just as much Jis Victoria 
and Vancouver in British Columbia are out of the Southern Pacific’s territory. 
Now, there was considerable'self-sacrifice about that action, because it is pretty 
hard for a man to give up or pay 10 per cent or 11 per cent more on his freight when 
you reverse the basis. But it was done to prevent this rate cutting. The Ameri- 
can railroads had alleged that that was the occasion of it, that they were not going 
to see the Canadian Pacific get business by making public a tariff’ showing a 10 per 
cent differential, while the American roads had agreed among themselves to main- 
tain certain tariffs. They were not going to see the Canadian Pacific get business; 
that was all. Now, we removed the alleged cmise by the voluntary action in San 
Francisco, and since that time there has been a great deal less cutting of rates, at 
any rate. We would be very glad to see some arrangement made, whether it be by 
pooling or otherwise. 

1 believe in legalized pooling, something to establish the stability of rates, exactly 
the same as the Government postal service is stable by the use of postage stamps. 
We know that our competitor is not sending any more for his postage stamps than 
we send for ours, and we know that he can not send his 4-pound package through the 
mails any cheaper than we can send ours. That is satisiaotory. It puts us on the 
same footing, where we want to be. The only rewon why a good merchant seeks a 
rebate is to put himself on the level of his competitor. He says, “That fellow is get- 
ting it; I know he is, and I have got to get it if I am going to stay here in busi- 
ness.” Now, if he knows that the other fellow is not getting it, the good merchant 
is not going to waste any time around the railroad office asking for rebates. 

Q. (By Mr. A. L. Harkis.) Would the Canadian Pacific go into any arrangement 
of that kind to prevent rate cutting?— A. Well, it was the Canadian Pacific’s atti- 
tude that was the alleged cause at one time of rate cutting. The Canadian Pacific 
claimed that it was what the railroads call a differential road, that it had physical 
disabilities to overcome; that the road was longer, and that there was a transfer 
from road to sea to get the goods from San Francisco, and that the merchant from 
San Francisco would not ship by that line unless there was some advantage in it. 
I do not believe in the differential principle. I think it is all wrong. I think that 
each tub should stand on its own bottom, take the consequences of its geographical 
location, and take the goods that its location calls for on an equal basis, and not try 
to step into the other fellow’s territory on an unecjual basis. 

Q. (By Mr. Riplky.) You have spoKen of legalized pooling. How far, m vour 
judgment, will these railroad consolidations that have taken place, particularly in 
the Western territory, do away with the necessity for that?— A. Only to the extent 
that any agreement is more apt to be kept if there are few parties to it than if 
there are a great number. In other words, the fewer the parties to an agreement 
there are the more liable it is to be adhered to— the less chance there is of some one 
jumping over the traces. 
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Q. Mr. A. L. Harris.) Would it be possible, in your opinion, for the Inter- 
state Commerce Commission to approve freight rates and then see that they are 
maintained, and thereby prevent discrimination and rebates?— A. I think it would; 
yes. 

Q. You think that would be not only possible but desirable?— A. I think it would 
be not alone possible but desirable. I think that when legalized pooling was pro 
posed it was with reference to just some such arrangement as that of wbi^i I spoke. 
I tliink that whatever pool the railroads might enter into it should be under the con- 
trol and direction and tne supervision of the Interstate Commerce Commission. That 
is what I mean by legalized pooling. That would be the proper body for it to come 
before. 

Q. Have you any complaint to make in regard to change in classification and 
thereby change In rates?— A. We have complaints to make. There is no taritt’ lhat 
was ever constructed, no railroatl tariff, that is consistent. There are inconsisten- 
cies in all tariffs, and it is only by continually calling the attention of the railroads 
to these inconsistencies that their correction is secured. In the meantime others 
creep in. Some new rate is put into effect which is in itself inconsistent. You have 
to look out for that, and the result is there is a constant revision of tariffs going on. 
These transcontinental railways have a freight bureau through which those revisions 
are made, 'fhey have an official located in San Francisco, with quite an office force, 
to handle all these revisions. 

Q. What is his name?— A. Mr. R. H. Countiss. 

Q. That is called the San Francisco Freight Bureau?— A. No; it is the Transcon- 
tinental Freight Bureau. The Transcontinental Freight Bureau is an organization of 
what is known as the transcontinental railroads; but the transcontinental railroads, 
strictly speaking, are not transcontinental railroads. That is the name that ap]dies 
to all roads west of the Missouri River; they are what are known as the transconti- 
nental railways. Some of those roads, like the Santa Fe, and the Rock Island, and 
the Burlington, reach east of the Missouri as far as Chicago, and the office that 
deals with roads that do not reach east of Chicago is called the Transcontinental 
Freight Bureau. That is called the Transcontinental Bureau, and R. H. Countiss, 
No. 49 Second street, San Francisco, is the agent. These roads, to get around tht! 
trans-Missouri decision, stipulate that this tariff which contains individual rates, 
rules, routes, and regulations of each company, respectively, is subject to change by 
each company without the consent of any other company whose name appears 
hereon. 

Q. In your judgement, if each road were not allowed to take such independent 
action, such an agreement would have to be given validity to be enforceable in a 
court of law, would it not?— A. Yes; as in this case. That is a gentleman’s agree- 
ment. They hedged it about carefully, it is true, in order to evade the law, aod 
they can go and prove that there is no combination. It is particnlarly stipulated 
that there is not, but under all there is a gentleman’s agreement. It is on honor, 
which is oftentimes more binding than in case of a legalized agreement. 

Q. But if one of the roads be without honor there is no way to enforce it?— A. No, 

Q. And, in your judgment, to make such a contract enforceable in a court of law 
and before the Interstate Commerce Commission would e.onduce to stability of rates 
and uniformity of records?— A. Yes; most assuredly, 

Q. (By Mr. A. L. Harris.) Wouhl it be possible to have a national classification 
of freights, or articles, rather, and thereby to some extent avoid the complication 
that we now have of difi'ereut classification districts? — A. Well, classification is a 
matter which is generally regulated by the relative volume of traffic in certain com- 
modities in the respective districts. For example, the railroad t?niff through the 
South in the territory covered by the Southern classification pays particular atten- 
tion to cotton and to iron and steel from Birmingham, Ala., and to coal from the 
same district, and perhaps to other particular commodities of that district. The 
Western classification is made with a view to the traffic familiar to the territory 
west of the Mississippi River. The Eastern, or Official classification, as it is known, 
is made with a view to meet the requirements of the territory north of the Ohio and 
east of the Mississippi River. I believe that a national classification could and 
should be made. That would not prevent these particular localities from making 
exceptions to the national classification to suit the partionlar staple commodities 
that they move in large quantities, bulk, and volume. 

Q. (By Mr. Ripley.) In other words, you refer to making special commodity 
rates?— A. Special commodity rates, as are made in each of those locations I have 
mentioned. There are exceptions to the Southern classification ; there are excep- 
tions to the Western classification; there are exceptions to the official classification. 
There is not a railroad operating in the respective territories covered by those 
classifications that does not publish its commodity tariff, which of itself and by 
itself contains exceptions to the classification under which they are operating. 
Now, that is just as easily done under national olassifioation, in my opinion, where 
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there are the individual roads, as it is under these three classifloations that now cover 
the territory. 

Q. What is the nature of this transcontinental tariff!— A. It is a commodity 
tariff. 

Q. Does it relate entirely to commodities?— A. Entirely to commodities. (Pro- 
ducing paper.) Just look at that in the west-bound tariff. Here are the class 
rates. 1 wiis going over to the Interstate Commerce Commission and had some 
matters to refer to there to day. Those are supj)leraent8. Now, there are your class 
rates governed by the current Western classification, terminal class rates. There is 
all there is to it. That is all there is to the class tariff that is governed by the 
Western classification. If an article is in the third class from Missouri Piver points 
it takes the rate of . Now, here are all your exceptions to that. 

Q. (By Mr. A. L. Harris.) The exceptions are larger than the classifications?— A. 
The exceptions are the whole thing. Thev are forced by the competition. They 
have got to break away from the Western classification and meet conditions as they 
find them. They do not make any classification here, and the result is they have 
to take into consideration all the elements I have described in meeting the sea 
competitive tariff'. 

Q. (By Mr. Ripi.ky.) There is no disposition for the sea-carrying trade to get into 
line with the railroads, as in the coastwise trade of the Atlantic?— A, There was a 
disposition, and that is what caused the alarm that was i'elt. We did not want to 
see our advantage nullified by giving like advantages to points not possessed of the 
geographical position we have, but I do not think there is any movement of that 
sort on foot now. There is a line of vessels established now to San Francisco, very 
large vessels of 8,000 and 12,000 tons register, so 1 am informed. There are four of 
8,000 tons and throe of 12,000 tons, belonging to what is known as the Americau- 
Hawaiian line, whioli is composed of the old sailing vessel proprietors, a consolida- 
tion of the people who were formerly running sailing ships around to San Francisco. 
J hey will give us by steam a regular service, sailing on the 1st of each and every 
month for San Francisco from New York. They expect to make the voyage in 60 
days to San Francisco. That gives them a cargo to San Francisco. From San Fran- 
cisco they go down to Honolulu, where they are sure of a cargo of sugar at all 
times, and that they take to New York. 

Q. Would such a line as that participate at all in the subsidy under the provisions 
of the subsidy bill introduced in the last Congress?— A. I must confess that I am 
not sufficiently familiar with that subsidy bill. There were several amendments 
offered to it, ilut 1 am rather obscure now as to just what that bill was. If you will 
pardon me, one thing more concerning this competition by sea between Now York 
and San Francisco, It is going to be the most potent of any feature yet estab- 
lished. There are objections to sailing vessels; merchants had objections to ship- 
ping by sailing vessels which do not prevail with these steamers. The principal 
objections to shipping by sailing vessels was not the long time in transit, but it was 
the uncertainty when the ship would get in. Now, that vessel might be only 4 
months. 8he might be, as was the average, 5 months, and she might be 6 or 8 months, 
or even a year. She might start around Cape Horn and meet adverse winds and 
really come to San Francisco by way of the Cape of Good Hope, and yet arrive in 
good order; but it would be past the season for the goods; that was the great 
objection. It was not the length of time, because that is merely a matter of calcu- 
lation. A merchant can sit down and allow for the difference in time, if he is sure 
that his allowance is based upon safe premises. Now, these steam vessels, consti- 
tuting a new element in competition, do away with that uncertainty because steam 
isfiiire. These vessels go through the Straits of Magellan and arrive in San Fran- 
cisco even with greater regularity or nearer their schedule time than the rail freight 
arrives. It is merely a matter of figuring 40 days longer. The average time of 
rail freight is about 20 days from the Atlantic seaboard, and this is 60 days. The 
merchant allows 40 days longer, and his goods are there. The railroads will find 
it the most potent competitive element they have ever yet had to contend with. 
They are vessels of large carrying capacity and low consumption of coal. Their 
rates are to-day scarcely higher than the sail rates prevailing immediately before 
the establishment of this war. 

Q. Can you specify what a few of those rates are?- A. I can give you the range 
of them. They run from 40 cents per 100 ponnds up to about 65 cents, according to 
the class of goods. 

Q. What would be the rate, all rail, on the bnlk of that class of goods comprised 
there?— A. It would be from 60 cents to $3. The rail carriers endeavor to make a 
very low freight rate upon what is known as bottom freight;” that is, the freight 
that is taken in the lower hold, such as bar iron, steel, nails, barbed wire, steel pla^s, 
billets, etc. I simply wanted to bring that before you as one of the elements of 
competition that has not heretofore existed, and which is only jnst upon the 
threshold, so to speak, of the transportation structure. 
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Q. (Bjr Mr. A. L. Harris.) S+ate if yon pleaso what Iho feeling of the Pacific 
slope is in regard to the Nicaraguan Canal. — A, The feeling is favorable to it. At 
first blush it might seem strange that a man doing business in San Francisco would 
favor a proposition which is going to l.ring Chicago, St. Louis, and New York even 
into closer competition with him than they are to-day. 1 say “Chicago and St. 
Louis” on the hypothesis that they would avail themselves of the short rail haul 
to Now Orleans or Galveston, and overcome in that way their physical disabilities 
toward the use of the canal to get up the coast to San Francisco. Furthermore, 
the canal is going to make a gateway to the Orient, in my opinion, and San Fran- 
cisco is about the only gateway as it is to-day. 

Following the line of the least resistance, merchandise leaving 8t. Louis would 
go down the river, or go down along the river by rail, to New Orleans— and the 
river is the controlling inlluence in that rail rate, which makes it a matter of indif- 
ference whc'ther it is shipped by river or by rail— and would be loaded upon vessels 
at New Orleans or Galveston, taken through the Nicaraguan Canal, and cross the 
Pacific Ocean, whereas to-day it necessarily goes through San Francisco to go 
there, lint I believe at least we have got to weigh these matters as to the advan- 
tages and dismlvantages. 1 believe the advantages outweigh the disadvantages; 
that to San Francisco herself, speaking selfishly, it would be a disadvantage; but 
we would have au open highway lor common communication with the Atlantic sea- 
board— with all F.urope as well— for our products, and quick transportation for our 
products; and, as in all cases, the water would bo the controlling factor in the rail 
rates on such goods as are perishable, and that is what wo produce in California 
pretty largely. 

So far as our fruits are coucornod, tlniy are all perishable. Oranges, for instance, 
could ho shipped by the Nicaragua Caual and through to New York by vessels. The 
fruits could be put iuto refrigerator vessels, the same as they are brought to New 
York to-day from South American ports, as I understand it, and it would minimize 
the freight rates ujion thoseCalilornia products and therefore, in my opinion, increase 
the consumption and open u]) new markets, the retlected benefit going eventually to 
San Francisco. The more, money that can be placed in the hands of the producer in 
(hilifornia, the bettor it is for the State. There will he more money lelt in his hands 
if the freight rates on his products are reduced, because the market at this, that, or 
the other point would remain practically the same, regardless of the fluctuation iu 
freight rates, if that market is controlled by foreign or other competition. 

(By Mr. Kii’I.f.y.) So that every reduction of the freight rate would mean so 
much more for the producerf — A. Yes, as a general proposition. Sometimes not in 
the case of articles controlled by combinations- they take up the slack, as I say, and 
put that in their pockets. That is done sometimes. 

As to the Oriental trade, perhaps I have covered one feature of that in the remarks 
1 have just made about the Nicaragua (banal; but 1 believe in general that there is 
a great future for the United States in the Orient. The Cliinese, who are a very con- 
servative race, are just l<‘arniug to use American Hour as a substitute for rice. They 
are a very imitative [icople, and it is a case of follow the leader with them after the 
iiitluential leaders, so to speak, have instituted a reformation ; and instead of our 
shipping our wheat, as we are now and have been doing, to Jdverpool, there to be 
ground into Hour and distrihuteii, we are and we will he in the future turning that 
wheat into Hour and shiiiping it to the Orient, thus getting the benefit of the manu- 
I'acturing process at home and improving our own market and industrial condition 
to that extent. It necessarily follows that the market for flour must he more profit- 
able than the market for wheat; otherwise it would not be turned into Hour and 
shipped to the Orient. It seems to me that there is an almost unlimited demand 
over there for Hour, That is indicated by Mr, James J. Hill’s preparations. I do 
not agree with him iu his railroad theories at all times, but I think he is a man of a 
great deal of discernment. He has been Imilding very large vessels, you know, to 
run to the Orient, anticipating an immense Hour trade over there, and we have 
already got a good deal of that trade. Ships leave San Francisco loaded down with 
flour. We have something like 12 vessels a month, I think, that leave San Francisco 
for the Orient, whereas we used to have a few years ago only 2 or J. 

(). There are some of those going with supplies to the Philippines, are there 
not?~A. I am referring to the Orient particularly. The Philippine business as yet 
has not opened up lo a very great e.xtent. There are a great number of transports 
going to the Philippines which are loaded with (Jovemment supplies, but there 
have not been what you might call any established trade relations with the Philip- 
pines as yet because of the generally unsatisfactory conditions, commercially speak- 
ing, there. No merchant likes to sell goods in a country where there is a war going 
on, and the cautions merchant does not do so unless he gets his money at home for 
it. Ho does not send a man to exploit trade until things are settled. 

I think that with the settlement of our troubles over there that a great many San 
Francisco houses will exploit that trade, and see what can be done. Like all Spanish 
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countries, however, and a great many other foreign countries, the people have first to 
he educated up to using our products and usiug our utensils. That, I believe, will be 
accomplished really by the army we have over there. The natives see what the 
advantages are of American manufactures, American utensils, American products, 
both food and otherwise. Acijuiring a taste for them and imitating the Americans 
there already in oHicial life and in the army, the people begin to use what we have 
to sell. It really pioneers trade much more ijuickly than would bo possible if we 
never had a war and sent over somebody to try and do business with those people. 
There would be no use in doing that. 

Q. (By Mr. A. L. Hahhis.) Will our producers and manufacturers bo compelled, 
to some extent, at least, to gratify the taste of the foreigner in extending the foreign 
trade? — A. Yes; I think that is something that our manufacturers should observe 
in their manufactures and our prodm ers in their methods of packing and putting 
goods u]) lor market, fhey should cater to the foreign people. That is one of the 
purposes of the Pacific Commercial Museum recently organized. 

Q. (By Mr. Ru’LKV.) Is that an adjunct of the Philadelphia Museum? — A. It is 
suggested by the Philadelphia Museum, and the Philadelphia Museum has been very 
courteous to us. Dr. Wilson and Mr. Harper iiavo been out there. 1 enjoyed a very 
])lcasant half day the other day with Dr. Wilson. Last Friday, before coming over 
here, he took mo all through and oxidaincd all about the jdace. We have organized 
this museum on lines similar to theirs, and they have very generously and graciously 
offered us a large supply of duplicate samples. The gatiieriug of those samples 
enables us to see what the tastes of tht'so particular foreign markers are, and while 
in California we are not as yet much of a manufacturing community, at the same 
time in the putting up of our products and of such manufactures as we do ]Mit out 
we can cater to the tastes as exemidilied by the exhibits and the information wo 
receive. Incidentally, I believe that is the secret of the decadence of British trade 
and the advancement of (Jermaii trade abroad. The British, with characteristic con- 
servatism and hulldog tenacity, have insisted on the buyer taking what they gave 
him, but the Hermans have gone aroimil and said, “What do you want?'’ 

Q. What do you manufacture in San Framdsco? What local manufactures are 
springing uji?— A. Wo manufacture clothing, boots and shoes, cigars, shot, cartridges, 
lead pipe, sheet lead, mining and milling machinery, harvesting machinery, agri- 
cultural implements, wagons and cairiages. We roll bar iron and steel, manufac- 
ture tacks, wire, wire cables and rop<‘. and some nails. Manufacturing in the iron 
and steel lines is not in a very healthy condition out there. 

Q. Are you hampered by the expensiveness of fuel ?~A. We liave been, but 1 
believe that question is being solved iu a large, im asure by the development of 
electrical power, and also ebeap fuel obtained from the oil wells which are being 
developeil all over the State. These are making oil ehea]), and it is now being put 
into all the lactories and furnaces, which reduces the cost of fuel very materially, it 
being estimated, I believe, that in heating or in steam-piodueiug units barrels ot 
petndeum are equal to one ton of coal. 

Q. Is the ])etroleum brought north iu pipe lines?— A. No; not yet. We think it 
will he. It 18 brought to the sea coast in pipe lines in Southern California, some 80 
miles down to the coast. 

Q. (By Mr. A. L. Harris.) Do you consider that field almost inexhaustible?— 
A. Yes; it is. 

Q. It covers a good deal of territory?— A, Yes; and the development is constantly 
going on, 

Q. With that prospect in view, it will overcome the disabilities under which you 
labor now, in regard to manufacturing as far as fuel is concerned? — A. Yes; and 
wliere power is required, the electricity will do that for us. These two elomeuts 
have both been simultaneously develo]>ed, you might say— almost simultaneously, 
the electrical power having antedated the other a year or two. The electrical 
power is being generated by the waters of the Sierra Nevada Mountains, and then 
conveyed by wire down into the valleys below, and is in that way produced at a 
very low cost. We can not afiord to produce electricity by the use of coal or by the 
use of oil even, but producing by natural power and with the improvements made 
in saving loss in transmission , 1 think it is going to he a very important factor in 
running the small factories— in clothing factories, running the sewing machines, 
and in hoot and shoe factories; also in machine shops for running the lathes ami 
running individual machines. 

Q. Have you any coal suitable for commercial and steam purposes within the 
Northwest territory ?— A. Yes; there is very good steam coal about Seattle, in the 
Cascade Mountains, up in that neighborhood. 

Q. Do the railroads use that at all!— A. Yes; the Southern Pacific gets its principal 
coal supply back of Tacoma, at a place they call Carbonado. They have colliers 
running reguhirly between Tacoma and San Francisco and Los Angeles, carrying 
coal for the roads. 
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Q. What effect, if any, is anticipated on the Pacific coast by the recent consoli- 
dation of alltiio iron and steel industries into the United States Steel Cori)oratiou?— 
A. That is a problem that I am not jtrepared to answer yet. We are all at sea; we 
do not know. 1 have asked that same question, I presnuu!, of at least 20 gentlemen 
far more competent to answer it than I, and they did not attempt to reply. They are 
people I have met since I have been Past— men that are right in tonch w ith it. 

Q. I referred particularly, of eonr.se, to the problem as it is presented on the 
Pacific coast. You have no local manufactures of sullicient importance to be really 
threatened to be absorbed by them. You have stated that the uianufactures of that 
class are in a rather unhealthy condition. — A. Yes; because wo have not the raw 
material at hand, and we have not had cheap fuel. If you remember, I stated that 
there were some nails manufactured there. The reason for ijiialityiiig that state- 
ment wnis that we used to manufacture a good many nails there. The (California 
Wire Works manufactured nails. The Washington Woven Wire Manufacturing 
C'ompany bought out the (!ahfornia, and in turn w'ere bought out and became a 
part of the American Steel ami Wire Conqtany. Now they are closed up. The 
owners can jiroduee cheaper in the K.ast, 

(i. It is shut down now?— A. The nail factory was shut down by the American 
Steel and Wire Comjiany. That is about the only industry w’e have to bo affected 
by the consolidation. The effect is about all done. I do not know that they have 
reduced their factory force, but they hav(' put them into othi^r work. They are 
now producing w ire rope, aud that is use.d in street lailroads, mining, and hoisting, 
ill the rigging of ships. While there are other eompanies that are more protitable, 
they liave simply closed up the nail part of their plant. 

(^. (By Mr. A. L. Haukis.) You did not mention in youvline of i>roductions sugar 
refining, did yon?— A. No; I did not. I did not meiitiou Hour, nor did 1 mention 
fruit cunning. Those oinissions wc're intentional, and perhaps I should have men- 
tioned them. 1 loidc upon fruit eaniiing as mneli manufaeturing as Hour making. 
You are putting fruit into mereliantable .sliape the same as .\ou are iiiittiiig wheat 
into iiicrcliaiitable shape lu the other w'a,\ -into shajie for c<)ii8iim])tion. You are 
also ]mttiug raw sugar into merehaiitable shape. All tho.se things we iiiaiiiifaeture 
there. Of course, our Irnit-caiiniiig iniiii.Htry is large,as is onr w iue-making industry. 

C^. If you have time, I wish you would touch ujmn those industries, at least 
brielly, — A. W<''), 1 do not know that there is very much to say. I also failed to 
inentiou that w'e have w'ooleu mills. 

Q. (By Mr. Biiu.ky.) Woolen mills? — A. Yes. 

(J. For the consiiiiqition of the (!alifonmi )>roduet?— A. The California product, 
and they bring in wools from Nevada, ot coursig aud the surrounding Pacific coast 
region, 

0. Any from Australia?— A. I can not tell. I am not sufiieiently ftimiliar with 
that business to know w'hether they do or not. I have talked some with wool men, 
and 1 know that they used to bring some Australian wool in. Whether they do 
to-day I could not say, 

(^. As to the flint eanuiug, that industry, of course, is a large one out there? — A. 
Tliat is one of our principal iiitoiests. That has a short season. It necessarily lasts 
only during the time that the fruit is in condition to be eaniu'd; but from an indus- 
trial standpoint it is fortunately at a time when the labor of girls and boys can be 
obtained. It is vacation time lor them, and particularly in the country it is noth- 
ing unusual to see a whole faiiiily working lu a canueiy m the summer time. There 
are also eannerios in Sail Franeiscu, the fruit being shijipeil »lown the river and 
brought round the bay to that city. The w ineries arc distributed pretty generally 
tliroughout the vine-growing districts, J think they are on a better foundation 
now than they have been before, and I nnderstainl the business is fairly protitable. 
It has not been so until recent 'sears, 

(By Mr. A. L. IIaiuus.) Is the recent reciprocity treaty with France in regard 
to the reduction of the duty on wine giving your people any concern? — A, Yes, I 
think it is; considerable. 1 think they protested very vigorously to our delegation 
in Congress. 

(By Mr. Ripley.) Does any considerable quantity of wine go to France to be 
reshipped to this country again? — A. A great deal, so I am informed. Understand 
me that I am not here as au expert on these things, because they are entirely foreign 
to my business, and this information is onl,\ what, one who makes an attempt to 
keep in touch w ith the times and observes as he goes along picks np. Therefore, 
you can take it for what it is worth. I am informed that there is a great deal of 
wine shipped to France; a surprisingly large quantity of it. 

Q. Hi! ve you a large raisin industry?— A. Yes. 

Have you any knowledge of the coojierative distribution of the raisin crop ? — A. 
Yes; I think there is some such arrangement, as 1 understand it from the newspaper 
reports, iis 1 get them. TMiere is some such arrangement on the raisins as there is on 
prunes, that instead of the farmers all competing with one another to a ruinous 
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extent^ they have pooled their issnes and made one central agency for the marketing 
of their product. That is about what it amounts to, as 1 understand it. 

Q. Has that been satisfactory ?— A. Well,! mi^^ht answer a ^ood deal like Josh 
Whitcomb. Perhaps you remember in the play where his triend in New York, whom 
he was visiting, was inquiring about how the old folks of his boyhood were, and 
what had become of them, and he asked him after Simpson. Josh says, “Dead.” 

“Dead? 

“ Yes. 

“What was the complaint? 

“No complaint; everybody satisfied.” 

So, when you ask me if it is satisfactory, I say I have heard no complaints ; I do 
not know. [Laughter.] 

Q. Products like that which go abroad go by water, T suppose, or do they go 
across the country by rail?— A. They go across the country by rail, 

Q. Do they have special oxpoit rates? — A. The canned goods for export are sent 
around from San Francisco in clipper sailing vessels to Fngland. Kaisins are, I 
believe, shipped in the same manner to a considerable extent. I do not know just 
how much of a foreign market there is for raisins; I am not informed as to that; I 
never have heard it emphasized. The canned-goods business has a very good foreign 
market. I know that there is a foreign market lor canned goods. 1 could not say 
as to raisins; possibly there is not as good a lorei^n market for raisins, owing to the 
fact that they would compete with the Malaga raisins when they get into Knropean 
ground. Put there is a very good Eastern market here, coming overland by rail, 
because the raisin growing sections are along the line of railroads, and it is easy to 
load them into the cars, the railroads making a rate which recognizes what might 
be done if they were shipped to San Francisco and loaded into vessels. 

Q. Do you happen to know^ anything about the refrigerator companies that oper- 
ate in the fruit business f— A. 1 only know that Aimour & Company o]»crate a line 
of refrigerator cars and also the E.T. Earl Company, and that recently the E. T. 
Earl Company sold their refrigerator cars to the Armour peo])le. That, I believe, is 
the present status of the car business. Armour, I believe, is at the present time 
owner of the refrigeralor cars, as I undeistnud it. 1 think the Santa Fe line has a 
few refrigerator cars of its own. 

Q. Have you over heard that charges lor the use of those cars were excessive?— A. 
I have hoard such complaint made; yes. 

Q. Have you any knowledge concerning it? — A. No; 1 have not. I would not be 
prepared to say and I would not be (|ualilied lo say whether they are excessive or 
not because I really know nothing directly about it. I think from what 1 can learn 
from conversations \\ ith railroad meo that the time is not far distant when the rail- 
roads will own and control their own refrigerators and do away with those private 
lines, and their proposition seems to be the source of a good deal of friction. 

(Jl. There has been apparently a good deal of l omplaiut on the part of the people 
of California of unjust charges by the railroads in absolute figures and also the par- 
ticipation in local politics by the railroads to a remarkable tlegree. Is that politi- 
cal intiuence on the increase or decrease so far as you know? — A. As you gentlemen 
are aware, wo have a new administration in San t>aucisco in railroad matters, and 
w'hen I refer to railroad matters 1 speak exclusively of the Southern Pacific, it being 
the only road we had to do with until the advent of the Santa Fe, which is of a 
recent date. The Southern Pacific is in politics. I might say that there has not been 
an office within the gift of the people or subject to the appointment of the governor 
or the mayors of the various cities or any other officials that they have not reached 
out and tried to grab. They state, however, that under the jiresent administration, 
which is that of Mr. Hayes, such things will not be. Time alone will prove the sin- 
cerity of that statement. We shall nave to wait until Mr. Hayes has been a little 
longer in office to give him a chance to ilemonstrate its truth. 

Q. (By Mr. A. L. Harkis.) Now. I wish you would state in a general way what the 
industrial condition of California is. I might widen that a little by asking about 
the industiial condition of the Pacific slope at the present time, and your hojies and 
prospects.— A. I think the condition is generally good, and we feel encouraged by 
the attention that was drawn to our resources and possibilities incidentally by the 
Spanish-Araerican war. The transportation of troops through San Francisco has 
been in itself an education to the individual members of these regiments, the indi 
vidual soldiers. The volunteers I refer to particularly. They have returned to 
their homes and exploited perhaps the advantages as they saw them of the coast. 
There have been a great many thoii.sand men, as you know, who have passed through 
in that way. Furthermore, the constant advertising the coast has received in the 
press reports of the movement of troojis through San Francisco and the advertising 
we have got from the fact that we have built some battle ships that have made a 
pretty good record in this war, all serve to attract attention to the place and to bring 
it to the minds of people who really did not before apparently realize that there 
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was such a place as the Pacific coast. It has taught them that there is such a place. 
It has interested them in it, and this has been shown this past winter in tbetunrist 
travel out there. There has been a greater tourist travel than was ever known 
before, and I find on inquiry in the Esist that it has not been at the expense of 
Florida, because Florida has had a greater tourist travel than ever known before. 
The increased volume of travel to the coast, I believe, has been due to two reasons: 
h’irst, the times have been pretty generally good throughout the country, the peo- 
ple could afford to travel; and, secondly, that their attention has been attracted to 
the coast by the amount of advertising it has received incidental to the Spanish- 
American war. All of that is a good thing for ns. It attracts, it brings peojde 
who go back and talk about the country, and a percentage of them in time make 
investments there, or stay there to live. 

Furthermore, under the present administration of the Southern Pacific Company, 
that company has made an efiort to bring in colonists. They have made so-called 
colonist rates )inder which, for $2.5, a man can go from the Missouri River to any 
point in California. There is no round-trip ticket sold; it is simply one fare for one 
way. That is why it is called a colonist rate. Neither does that rate prevail east- 
bound, as I understand it, from Calitornia. That has brought in a very large 
unmbeT of people, 1 understand. Of course, a great many simply avail themselves 
of the rate to eonm out and see the country. But it does good, it is a broad policy 
for the railroad to pursue. 

Q. (By Mr. A. L. Harris.) Has the presence of yonrChinese population any effect, 
good^or bad, on conditionsf— A. The Chinese ijnestion is one which to-day is not a 
particularly live one with us. VVe anticipate no ditficnlty in securing the reenact- 
ment of the exclusion act, which I believe is about to expire. 

Q. Yon deem that desirable?— A. Most assuredly; yes. The number of Chinese 
that are there now compared with the general population is not increasing. The 
Caucasians are not menaced by them. Wo have no desire to drive out those that are 
there, but simply to stop more from coming, and it would he unfortunate if the 
exclusion act were not reenacted. 

Q. Do your Chinese usually stay about the cities, or <lo they go out into the coun- 
try, into the forests, or iqion the farms?— A. Tliey used to enter all lines of employ- 
ment when inimigration was unrestrieted. There was scarcely a vocation that they 
dill not take up; hut us the (kancasian population increases and the Chinese de- 
creases— bocauso a great many Chinese have made what to them is a compi'tency 
and have returned to China— there is an actual falling oil in the Chinese population, 
and I think the census returns show that. I am speaking now simply from an idea 
I have of it, from what I see ami hear and read, and 1 am not speaking from any 
figures that 1 have before me. But I believe that the census returns will show that 
there has been a fulling off' of the Chinese population in ('ahfornia. I know they 
will show that in 8an Francisco. 

Q. (By Mr. Ripley.) How about the .Japanese? Do yon receive them?— A. Yes. 

I do not reg;ard the .lapanese with the same disfavor that 1 do the Chinese; and the 
disfavor with which we regard the Chinese is altogether a eommercial one, for the 
reason that the Chinaman is conservative, and continues to wear Chinese clothes 
and to eat Chinese food, all of which enables him to live in the Chinese fashion, 
herded together like so many cattle. That mode of life enables him to undersell 
and accept a lower wage than the American workman. Furthermore, his earnings 
are sent back religiously to China, taking that much money out of the country, and 
the merchandise to meet his wants and requirements is hronghtfrom China to a large 
extent. He is not commercially a contributor to the nphnilding of this country. 
The .Japanese, on the other hand, immediately adopts Knrojiean garb on arrival here. 
He has a certain pride in his appearance, and he adopts and uses American foods. 
Ho is evidently anxious to become an American, at least to adopt all of our customs 
and do, while ho is with the Romans, as the Homans do, so to speak; and in that 
way he is a contrilnitor. He is not as objectionalde, at any rate, as the Chinaman, 
because he keeps his money here ami uses his money here. 

From the standpoint of labor I do not know enough about what the Japanese are 
to be qualilied to state. I have heard some complaints from the labor organizations 
of Japanese labor, and that is all I know of it; but it stands to reason that they cer- 
tainly can not, as 1 see, from the commercial standpoint, be as objectionable. From 
the commercial standpoint, in no single instance does the objection obtain to the 
Japanese that does to the Chinese. 

Q. (By Mr. A. L. Harris.) The prosperity that yon speak of that obtains at the 

S resent time applies to agriculture as well as to the other industries?— A. I think so. 

enerally speaking, the farmers are prosperous. Of course we are dependent in 
California very largely upon onr rains. This particular year we have had very abun- 
dant rains ana well distributed, and the prospects are vm y excellent in that re.spect. 
We have seasons of drought there, where there is a partial, and in many districts a 
total, destruction of crops — total failure of crops. Generally speaking, the conditions 
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are prosperous, I believe, os prosperous as they can be ; at least as prosperous as they 
are in any district. There is always complaint everywhere, you know; always dis- 
satisfaction, and discordant and dissatisfied elements in society. 

Q. Is your State laboring? under any disabilities of any kind that can be cured in 
any way by legislation? If that be so, we will be glad to have yon state it. I ask 
concerning anything in addition, of course, to what >on have already stated in 
regard to the interstate commerce law. — A. That is about the only thing that 1 
would feel conijietent to speak of, and the one thing that I am informed upon. I 
believe there should be some legislation accomplished in that direction, but 1 do not 
know what else there is. 

There is one thing that I do not know but that could probably be accomplished 
within th(! War Department, although I am not certain, and that is as to the present 
system of purchasing (Government supplies with relation to the Army in the Philip- 
pines, where the most of our troops are to-day. The (joverninent, as I understand 
it, has a system whereby clothing, for exainjile, is purchased and stored in Philadel- 
phia. Pi(l8 are called for for the delivery atPhiladoljjhia of so many thousand yards 
of cloth, or so many suits, or so many pairs of trousers, or so many })air8 of shoes, 
so many forage caps and campaign hats. Phihnlelphia is the clothing depot. .Jef- 
fersonville, Ind., on the other hand, is the depot where camp eejuipment is stored; 
tleld ranges and tents, and also wagons for transportation, 1 believe. Bids are called 
for to deliver at .Jeffersonville so many hundred tents, so many hundred field 
ranges, or so many pots, kettles, and ])ans for use in camp. I understand that.Jetfer- 
son IJarracks, Mo., is the cavalry and artillery storage depot tor saddles, harnes.s, 
halters, and everything ot that sort. IJids are .‘Klvcrtised for for goods in that line 
to be delivered at .Jefferson IJarracKs, and so on. 1 will not attempt to go on to 
enumerate all, but there are various specified di pots for specified things. 

Now, in the same ratio that the number of troops in the Philippines bears to the 
whole United Stati's Army— in tact, you might ilouble that ratio, Ix'causo troops in 
the iield will consume and use double the amount of stuff that is nsi'd or consumed 
at a post — in that same ratio are these same gooils shipped right (hrongb San Fran- 
ciscooverto the Philippines from thesedepots, andthelSan Francisco bidder is barred 
from all opportunity of doing any business 'with UncloSani forsnpplying the Philip- 
pines, oven though he is right at the gateway through w'hich those supplies pass. 
We can not bid upon hanlwaie to lie ilelivered in .Jeffersonville; we can not bid ujion 
clothing and boots and shoos to bo delivered at I'hiladelphia, nor upon saddlery to be 
delivered at .lelfersoii Barracks. But that is the (luartermaster’s rule. He says, 
“That is the way wo do, gentlemen; that is all there is to it.” 

Q. Which virtually shuts out your country ? — A. Virtually shuts out San Francisco 
competition ; yes. Now, we do not ask for a monopoly of that business by any means. 
But let the Clovernment call lor bids for goods to the extent that the service in the 
Philippines, Honolulu, China, and the Pacific coast posts may demand, goods of all 
kinds for delivery in San Francisco. That gi \08 us a chance to hid upon them. It 
does not bar the man in ( liicago from bidding upon the goods to be delivered in San 
Francisco also; nor does it bar the man in Philadelphia from bidding upon goods to 
be delivered in San Francisco. But where we are it is like making water run up 
hill. We have got to send these goods fiom San Francisco first, overcoming our 
inherent manufacturing disadvantages which I have already described. Then we 
have to ship them baidc to Philadelphia and pay the freight on them to Philadelphia 
and all these other points that I have described. After all that has been done they 
come right back to our door again. 

Q. That is not very good a<'ononiy ?— A. No, we can not do it ; we can not serve the 
Government in that way. We could serve the (Joverninent if wo could deliver those 
goods at the <iuarterniasteUs depot in San Francisco, if the ( Joverninent could establish 
storehouses and carry stocks of all the military supplies of every nature whatsoever, 
commissary stores as well as (juartermaster's supplies, in San Francisco, and that seems 
to me to be the sensible and rational thing to do. I mention that since you asked 
me about other legislation, not knowing whether it is within the province of the 
Secretary of War to so arrange that or wlietluw it reijuires Congressional action. It 
seems to me, at any rate, it should be the subject of Congressional inquiry why one 
section of the United States is discriminated against, for, whatever the intention 
may he, it amounts to discrimination. I do not accuse the army authorities of doing 
it with the purpose of discriminating; but we look at the results and judge of the 
intents and purposes. That is something which I hope may come within the prov- 
ince of this commission to advise Congress of. We could not and did not expect to 
participate in the supplies furnished in Cuba or Porto Rico when the seat of opera- 
tions was over on tliis side. We recognized that our geographical position would 
not admit of it, and we were not able to do it: but wo certainly teel we should 
have a fair chance when it comes to shipping tlie goods through our doors to the 
Philippines, 

(Testimony closed.) 

Whereupon, at 11.15 a. m., the special subcominissiou adjourned until May 20, 1901, 
at 10 o'clock a. m. 
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Washington, D. C., May 21, mi. 

TESTIMONY OF ME. J. C. STUBBS, 

Third Vice-Prceideut of the Southern Pacific Company. 

The special subcoinraission met at 10 a. in., Mr. A. L. Harris presiding". At that 
time Mr. .1. C. Stubbs, of San Francisco, Cal., third vice-pic. idcnt of tlu^ Soutbeni 
I’acitic Company, was introduced as a witness, and, being duly sworn, testified as 
follows: 

0,. (By Mr. A. L. Haukis.) You may state your name, post otbee address, and your 
occupation.— A. J. C. Stubbs; I live in San Franei.sco; I am at jiresent third vice- 
president of the Soutborn Pacific Compau.\ . 

Cj. How long have you been connected with tb»*. Southern Pacific f— A. Since 1870. 
At one time it was the Central Pacific. 

Cj. You can give the relation lietween the two companies, past and present, giving 
the present territory covered by your company.— A. fhe Southern Pacific Company 
is a Kentucky cor)ioration. .Inst what its chartered powers are 1 can not detail, but 
it has authority to own and operate lailroads and to do sundry other things which 
railroad coiiii>an M'S under ordinary cliarf ers can not do. it controls by ownership 
of a majority of the stock, as 1 understand it, the railroads which now form its two 
systems of roads, namely, the Atlantic .system and the Pacific system, and there 
might be a subdivision of the latter under the title of the roads in 'I’exas. 

t^,. (By Mr. DniiAND.) What is the distinction botN\cen those Atlantic and Pacific 
systems?— A. (Producingma]i.) Originally the, Atlantic system included all the lines 
east of F-1 Paso, and all these roads wore leased by the Southeiu Pacific, but the 
laws of 'fexas forbade the leasing of Texas roads, I iielieve, and make other rei]uire- 
nients that necessitated the cancellation of the leases and the separate operation 
of Texas lines; so that the leases were canceled and the mauagemont was made to 
conform with the 'fexas law, since which time the Atlantic system as a term has 
been applied only to the lines oast of the Texas and Louisiana Slate line, j.ines 
within 'fexas ha\e been comprehended in our phraseology under the term “Texas 
lines,’' 'fhe Pacific system embraces all the lines west of Kl Paso and west of Ogden 
and south of Portland There i.s quite a number of roads that are embraced in those 
several s> stems. You c.in get a list of them from the annual leport, whereas I would 
have to consult, the report, perhaps, to name them. 

t^,. How long has it been since the Central Pacific was working in complete har- 
mony with the Southern Pacific?— A. There never has been .luy other than a harmo- 
nious and coo])ciaf ive relationship between them. 

Was that brought about by common ownership from the beginning?— A. By 
common control, not altogether by common owneiship, I think. 1 think at om^ time 
the peojde who practically controlled flic Southein Pacific Company <lid not control 
the Central Pacific as owners, that is, did not have within then control a majority 
of the stock of the Central Pacific. 

Q. .lust prior to the recent purchase or exchange of the stocks of the Central 
Pacitic for those of the Southern Pacifiiy what was the formal ladationship between 
the two companies?— A. 'fhe Southern P.acitic (fompany leased the Central Pacific 
Comjiany’s roads. 

Q. 7'liat was tne case prior to the exchange?— A. Yes. 

Q. How long since the prior lease wms made?— A. 1 w’ould not have it in my 
memory, but since about 18S.o, I think. 

Q. And tin* present relationship between the tw'o coni])anie8 is what?— A. I can 
not tell you. It is a matti'r tliat I am not concerned in in my oflicial duties, and 1 never 
have taken ]iains to inquire. There is a merger of interests there that 1 would have 
to coach myself on in order to explain, and I bolioxt* that you can get it from study- 
ing the annual reports better than 1 can tell you. I have no hesitation about giving 
you all I know about it, but it would not be sntifsaetory to you, and it would not 
be good testimony. 

Q. (By Mr. A. L, Harki.s.) You may state, if you please, what the nature of the 
case is now pending before the Interstate Commerce Commission.— A. It is a long 
story to make it fully understood by laymen— I hose not interested— and I will per- 
haps have to be a little prosy in order to enable you to understand. In the first 
place, the fourth section ot the interstate-commerce law impliedly recogni/.es that 
under a substantial dift'ercnce in circumstances and conditions a "higher rate for a 
shorter haul that is contained within a longer haul may be justifiable, than for the 
same longer baul. fhe courts have decided in eases that'involved that question, 
upholding or justifying the higher rate for the shorter haul, or, as it is popularly 
expressed, the lower rate for the longer haul. Usually, the Interstate Commerce 
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CommissioD limited the conditions and circumstances that would justify a lower rate 
for a longer haul to competition by foreign carriers or by sea carriers, which were 
not subject to the interstate-commerce law and not within the jurisdiction of the 
commissi on~that class of competition which they could not control and that class of 
carriers which was not subject to the interstate-commerce law as United States rail- 
loads are subject to it. The competition arising from such carriers they would con- 
strue as creating a sufficiency of difference in circumstances and conditions to justify 
a lower rate for the longer haul. 

San Francisco, being a seaport, of course, had the advantage of sea competition 
as from New York and from all points in the East that were within reasonable reach 
of the sea-going or sen- transporting vessels by way of New York. As a result of that 
circumstance, the competition of the sea carriers between New York and San Fran- 
cisco controls the rates; that is to say, the carriers can not get a compensatory rate, 
or what they may regard or can establish as a fully com}>eusatory rate for their 
service from New York to San Francisco. All they can get is what the sea carrier 
will let them have; and the compensatory rate is that rate which will bear its full 
share or contribute its full share toward all expenses of transportation, including 
fixed charges such as interest and taxes ami other expenses that do not change or 
fiuctuate with the volume of traffic The rates from New York to San Francisco 
being controlled by this competition, were not such rates— not (jornpensatory rates 
in that sense— and the practice of the carriers between New York and San Francisco 
has been to meet sea competition just jis far as it extended and no iarther. For 
example, taking the rate from New' York to San Francisco as a basis, the rate from 
New York to an interior town in California would be as much higher than the rate 
from New York to San Framusco as would be made by adding the local rate from 
San Francisco back to the ultimate destination to the tlirough rate from New York 
to San Francisco. It follows, we may say, practically, that the rates Irom New 
York to all points intermediate in the West have been higher than the rates from 
New York to San Francisco. 

Q. How far back eastward does that go ?— A . I can not tell you. It goes back 
until it runs into a reasonably compensatory rate there, wherever that may be. 

Now then, there have interests grown up along the railroads and many a com- 
mercial community at intermediate points like Pittsburg and Chicago, and these 
railroads and these interests in the intermediate territory like Pittsburg, Chiciigo, 
St. Louis, St. Paul, etc., contend that they are entitled to a lower rate— for example, 
from Chicago to San Francisco— than is made from New York to San Francisco, not- 
withstanding the fact that New York is nearer San Francisco than Chicago is in 
point of cheapness of transportation, because these carriers by sea are the ciieajiest 
known carriers. But they I'laim thatim account of their nearer proximity by rail 
the distance by rail should be the controlling factor in regulating rates, and theie- 
fore Chicago should take a lower rate to San Francisco than New York, no matter 
what the influences are upon the New York rate, or whether it is a coin])en8atoiy 
rate or not. So certain merchants at Chicago and St. Louis have instituted a suit 
before the Interstate Commerce Commission to coninid the graduation of these rates. 
The answer of the Southern Pacitic and of the California merchants to their com- 
plaint is 

Q. (By Mr. A. L. Hahris, iuterrujiting.) Is that the only road that is involved 
in this controversy ?— A. Oh, no; all the roads are involved— the Santo Fe and every 
other road that participates in the business. But the burden of the defense rests 
upon the Southern Pacific, because it is the most important interest and because 
it operates a through line from New York to San Francisco. It has no line to 
Chicago, while the other lines, like the .Santa Fe, originate at Chicago. Their con- 
tention is that instead of Chicago having a higher rate to San Francisco than New 
York it should have a lower rate. 

There is no more reason why there should be a lower rate from Chicago to San 
Francisco than there should be a lower rate from New York to Fresno, Cal.' It is just 
changing it around. The one is an intermediate sbip])ing point and the other is an 
intermediate receiving point, and the law should ojicrate lioth ways. Everybody 
that is interested in a business over here justifies the higher rate to the intermediate 
point on the West coast, but because of the magnitude of the interests at Chicugo 
and St. Louis and the tremendous pressure ot commercial und political interests 
behind these roads, they want an exception made of the interior shipping point. We 
think the interior shipping point should be tienti'd the same as the interior receiving 
point. We contend that all interests should be treated alike, that this principle that 
they seek to put in force here, if applied as a just and reasonable interpretation of the 
law would oblige it to be applied, would siinjily be ruinous to all of these roads, 
because it would bring down all their intermediate rates to the level of these com- 
pelled rates, these noncompensatory rates which are forced upon them by the active 
competition of seagoing caiTiers. This is one question that is involved. 

Another question is as to the difllercncc between carload rates for carload quanti- 
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ties and rates for less than carload quantities. There is an adjustment in Cali- 
fornia tariffs to-day which is about upon the same basis as similar adjustments in 
the majority of tariffs in the country. It operates to enable the merchants of San 
Francisco, Portland, Seattle, Tacoma, and Los Au^jeles, the jobbing and distrilnitiug 
centers on the Pacific coast, to import goods by carloads and then distribute back at 
less than carloads, precisely as the Chicago and St. Louis jobbers buy Irom the 
manufacturers in carloads and distribute into their territory in less than carloads, 
Now then, St. Louis and Chicago and other intermediate large jobbing centers, ^ ei > 
aggressive and pusbing, are rea< hing out into Pacific coast territory. They feel t hat 
t he differentials between carloads and less tlian carload rates into that territory, wb ile 
they are no greater upon the average than they are in their own territory or in the 
Middle West, like Colorado, is disadvantageous to them and an advantage to the San 
Francisco merchant, and they seek through the courts to compel the modificatiou of 
tliose dill'erentials so that they can distribute their goods there to Iho consumer as 
against the Paeific coast jobber. 

Q. Could you state about the amount of the present differentials? — A. No; 1 can 
not. It differs. 

Q. Or about the percentage? — A. No; it is arbitrary. I would like to take the 
tariff’ and go through it witli you, but it would lumber up your records, and 1 can 
not deal here with anything but general statements. If you want the details of it, 
it Avill all be spread on the records of the Interstate Commerce Commission. 

Q. I do not desire the whole of it, hot 1 thought by way of illustration we could 
have it on one or two articles,— A. The differential tiotween carloads and less than 
carloads will range all the way from 50 cents upwards, I snpposo— the extreme is 
$1.50 per hundred pounds— according to the rate. 

Now, there is .‘mother feature of tin* ease 'I'ake the individual items of hardware. 
You know slK'ir hardware embraces a great many luindred ditfereut articles of 
general hardware, and the real movers in this complaint and tin? ]*eoplo who are 
pushing it aud putting up the money for it are the .Siinmons UariUvaro ( 'onipaiiy of St. 
Louis, and Hibbard, Spencer & Bartlett company of Chicago, twooftlielargcstbard- 
waro companies in the world. Siinmous is probably the largest in the woild, and 
Hibbard is a close second. So it is the hardware interests that are mostly interested. 
They want a number of artieles that now take ditleieut rates to be rated the same. 
For the ]>nrposo of illustration, aud witliout pretending to give you accurately the 
names of the articles they wish grouped under one rate, we will assume that liam- 
mers take one rate and hatchets j^nother, and shovels still another, and planes 
another. They want those 4 items put under one rate. Why ? So that when packed 
together in one package they would all go at one rate. While where they liave 
dill'orent articles taking different rates packed together in one package now, the 
whole package is charged for at the rate given for the highest-rated article in the 
package. Now, you see at once the object of that proceeding is that they may make 
up an assorted package to get to the retail cousiiiner out there. 

With that explanation it w'ould appear to be a tight between the Simmons Hard- 
ware Company of St, Louis and Hibbard, Siieneer A. Bartlett Conqiany of (Jhieago, 
representing theiiiHolves chiefly but Jiaving the sympathy of certain other linns at St. 
Paul, (Chicago, aud St. Louis against the jobbers of Seattle, Tacoma, Portland, San 
Fraucisco, and Los Angeles (particularly the hardware and iron trade) for the 
Pacific coast trade. 

Q. (By Mr, A. L. Hauius.) Wherein does this case differ from what is known as 
the (Chamber of Commerce case of Denver ? ‘ — A. It ditfers only in its magnitude. It 
affects greater interests, covers more territory and a greater number of classes of 
business. 

Q. The jobber at Deiiverin thatcase was trying to get a better rate for broken car- 
load lots, was hef— A. No; the Denver case was one that came strictly within the long 
and short haul clause. It might fall wholly in the first subdivision of my testimony— 
that which coinprebeiided graded rates. The Denver jobbers claimed that they should 
have a lower rate to points in California tliau were given to Mnssonri Kiver points, 
and that rates from (kilifornia, for example, to Denver should be lower than to the 
Missouri River. The case was tried and it was found that the exci'ptioiial circum- 
stances and conditions were such as to justify a higher rate on sugar to Denver than 
to the Missouri from the Pacific coast. For west- bound business from Denver to Cali- 
fornia, the roads conceded the same rates to I teuvor as to the Missouri River— that is, 
the rates from Denver to San Francisco should not bo higher than the rates from the 
Missouri River; but that was proffered in a spiritof compromise, simply because the 
amouut involved was not worth quarreling over. But the question of diti’erentials 
between earlo.id and less than carload was not raised in that case, nor was the ques- 
tion of grouping a number of articles under one rate that would enable them to be 
packed together in one package. In those respects it differs from this 8t. Louis case, 
except that the Denver case involved very little business, while the St. Louis case 
covers a very large business. 

< See testimony of Mr. Griffith, p. 851. 
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Q. (By Mr. Duuand.) Is there any difference in regard to the nature of the com- 
petition which the railroads pleaded as a reason for the diflereuces in rates in this 
case f That is, was sea competition involved in the Dmiver case f — A. Sea competition 
was involved in that record to some extent; hut, of course, the greiiter tonnage 
being shipped from the West to San Francisco, the sea competition has lost some of 
its force hy the time it gets out there. Sea competition loses its force in an inverse 
ratio to the distance you go west from it. Seacoast competition is a vital factor and 
condition at Chicago, and goods have been taken to San Fr;ineisco via New York 
from Kansas City, and goods have been taken from San I'rancisco by sea and the 
Canadian Paeilic' and brought back as far as Dodge City on the Atchison road in 
Kansas. 

Q. What was tlie ground for claiming the right to charge a liighcr rate or e\ on an 
equal rate from Denver to the Dacilic coast than the rate from Missouri itiver 
points?— A. It was simply this sea competition. The rates i'rom Ni-w York were 
forced down by the sea, and rates from (Miicago arc a fleeted by the sea competition 
as much as Now York, except the cost of getting the goods from Chicago to New 
York, whicli is smaller, and so on, as you g<» west. Sea competitiiui inlluenccs all the 
tariir as far west as the Missouri River. Now, 8U])pose we stop at the Jlissouri 
River and admit that its force is expended there. That would make it easy, then, 
would it not, on the basis of the railroads being allowed a fully compensatory rate? 
It would not be fair to take the rate fixed at the Missouri Riviw as the measure of 
the rate to bo charged from Denver on a mileage basis. We held that the rate from 
the Missouri River was a fair rate to be a])plied from Denver. We accejitcd it, and 
it is the rate to-day, and the Denver shippers liavo acceptiMl it. 

Q. Was there any couteutioii that from the Missouri River there was so much com- 
petition between the ditleient railroad coiiipaiiies A. (iiiterriiidiiig.) No; wo 

Lave not raised that <|ueBtion, because the commission until recent court decisions 
has always refused to recogni/e either market eompetition or rail comiK'tition, but 
the Su])i'eme Court has since recognized both, and I iiresume the commission will 
hereafter take a different view of it. Originally the stand was taken with respect 
to Denver on this grouud, that if we reduced the rates from Denvrr then the rates 
would have to go down from all points, because Denver is md allected by the sea 
competition, and never has been. It might be said that its traffic practically movi'd 
under substantially the same circumstances and conditions as that of iSalt Lake 
City, and traffic of all other towns that were similarly situati'd in ies])('ct to sea 
conijietitioii. We refused to recognize market cumpetition ; wo iidnsed to recognize 
railroad competition as a factor iii dcti'rmming rates ninhw the fourth section of the 
law. Thcretore we were obliged to hobl the rates up Irom Denver in order to pro- 
tect the revenue in other territories. When the Interstate Cornnieree Commission 
reviewed tlie couqdaint of the Colorado Fuel and Iron (’om])any casi' they found it 
had a high rate from Denver. It was not a into that the raihoads wanted ; it was 
not a rate that was fair and just and equitable to Denver. It was a rate that was 
compelled by our understanding of the constrnetioii that the Interstate Commerce 
Commission had given to the law. When the ease was lioaid, much to our sinprise 
the eommission measured the rate from Denvm- hy the rates from New York and 
from Chicago, thus giving Denver the beiioHt of sea competition. This ostensibly 
put the railroads in tlie ridicnlons position of voluntarily maintaining a $1.(50 rate 
from Denver as against 60-eont rate Irom Chicago and New York. The rate from 
Chicago and New York w as fixed liy the sea. Wo did not reduce tlie rate from Den- 
ver, because if we had doneso, according to the advice of counsel, we would thus have 
admitted sea competition as controlling at Denver, and if at Denver wiiy not every- 
where, w'hich would havecomiielled ns to reduce rates Irom all points. Further, we 
were advised that the reduction could not be limited to the proiluets of the Colorado 
Fuel and Iron Company, It would have to be spread over all business, because the 
law prescribes that rates can not diseriminato hotwoon ditilereut articles. It seems 
that our endeavor to comply with the law as we understood it put the Southern 
Pacific Company into an absurd position before the general public. 

Q. (By Mr. A. L. Harris.) Is there any difference in policy between the Southern 
Pacific and the Great Northern or Northern Pacific with regard to either carload 
differentials or graded rates ?— A. No ; not as to practice with respect to graded rates, 
so far as I know. But, on one question in this case, yes. The Northern Pacific and 
the Great Northern originally carried the same tariff that is now carried to Califor- 
nia, Upon petition of the Chicago and St. Louis people, they reduced the difi'eren- 
tial between carloads and less ijuantities and made it on a basis that was aceeiitahle 
to the Chicago and St. Louis merchants. There is that differenci'. Now, the reason 
for that is this: The Great Northern and the Northern Pacific are. in a large meas- 
ure, dependent upon eastern cities, like Chicago and St. Louis, etc., for their busi- 
ness. There is no ct.nsiderable jobbing business at the western end of their lines. 
That is, there are no such houses of strength or magnitude of business on Puget 
Sound as there are at San Francisco. They simply elected between whether they 
■would adopt the ideas of Chicago and the eastern houses or whether they would 
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adopt the ideas of the houses upon their western end, and they chose what they 
considered to be the strongest interest to protect, 8nhor<linating the interests ot the 
weaker ones that needed protection. Of course, that is merely an expression of 
opinion. 

Q. Do those rates seem to he satisfactory f— A. No. 

Q. To Chicago and St. Louis? — A. Yes; they are to Chicago and St. Louis. I 
thought you were going to ask about 'Facoma. 

Q. (Hy Mr. Durand.) Are Tacoma and Seattle taking an active part in this Riiitf— 
A. Yes; th<‘re are two Tacoma merchants .and one Seattle merchant here, rejjresent- 
atives of the largest houses. 

Q. And what attitude do these two Northern mads take in the case— simply a 
neutral attitude, or are they actively tavoring the changes or opposed to them f— A. 
They have got a tariff in, and their attitude is one of indifference, so far as I can 
observe, as to how tliis case goes. That is merely an opinion. 1 do not know that, 
as testimony, it is very valuable, 

Q. What would bo the effect of a decision that the existing differentials on the 
Southern Pacific, say, were justifiable? How would it affect tlio Northern roads?— 
A. It is not the differential of the Southern Pacific. It is the fair and through tariff, 
and all the transcontinental roads— the llurliiigton, the Kock Island, Union Pacific, 
and others— are interested. It is the fashion to ]mt all the rosjionsibility on the 
Southern Pacific. We arc ready to admit the responsibility for this particular thing, 
but it should not be forgotten that the Santa Fe, tlie Ifurliiigtou, and the Pock 
Island, and, tor that matter, all the trunk lines, are just as much parties to this t:iritf 
as the Southern Paeitie, and parties to these differentials. 

(). 'Fho question is. Will these, Northern roads adjust themselves to these iliffer- 
eutiuls, or can't you toll?— A. I can not tell. I can not tell what they will do. 

Q. Naturally not ; but the qiiostioii might he raised as to whether there will be 
any chau< e of the Interstate Uorniiicrcc Uommisston ilireeting a uniform diflercnf ial 
to be pursued by all roads. Have they the authority to do that, or any inelinatioii 
to do it?— A. It is (iiiestionable as to how far their authority extends. Of course, if 
it goes to the extent of making a rate or ])reseribing a rate, yon know the Sujireme 
Court is on lecord that the Interstate Cominerce Cominissiou has not the authority. 

(). It is rather a theoretical question anyway ?- A. Yes. 

i], (Py Mr. A. L. ilAiiRia.) Will yon please describe the .system of export and 
import rates in force and tlioir hearing uiion the jobldng trade of Sail Kraueisco? — 
A. There is not any system of rates in force. It is a go as >oii iiloase. The steam- 
ships on the Asiatic side take freight for whatever they can get, and the railroads 
accept their proportion of the rate on an agreed diMsion, whatever tliat may be. 
There is no published tariff. There are no agreements tliat are at all workable or 
enforciblo. As far as its efiect on the business of San Francisco is concerned, it has 
no etfcct whatever. San Francisco has never bad the bnsiiicsH and never can have it. 

Q. You are in a dilTereut situation, then, from the Atlantic ])ortsiu thatn spect?— 
A. Yes; in one respect we are. 'Fhe import business, except for the Pacific coast 
States, originally was l entered in the hands of New York houses, Poston houses, 
Atlantic soabo.ard houses. They were the oiilv impoiters; no interior man ever 
imported ; and of course when ii, is once centered in any particular jilaco it is jirctty 
hard to change it. Put there has been a rapid and large diminution in the jiropor- 
tion of the whole business of the interior brought in through the Atlantic coast ports, 
passing through the hands of the merchants of the Atlantic coast cities to the interior 
since the immediate-transportation act was enacted, which allows imported goods 
to go through the coast cities under lock and seal and duties, etc., settlc.dat the 
interior point. There are now a niimlior of interior jiorts of entry. Since that act 
the facilities of importation direct from foreign cities by interior cities like Puffalo, 
Chicago, Cincinnati, Clevehand, etc., has been increased, and many firms in those 
cities import direct without going through the New York, Poston, Baltimore, and 
Philadelphia houses, while formerly they did not import direct at all, but bought 
their goods in New York. Now, then, so far as Sail Francisco is concerned, it never 
distributed Asiatic goods to the territory east of the Pocky Mountains ; could not do 
it because it had no railroad facilities; no means except wagons until 1870, you might 
say. The Imsincss was done via Suez or tho Isthmus of Panama or from New Y'ork. 
The Atlantic houses distributed it back, and trade was centered there. When tho 
overland roads, or the Pacific roads, were opened and they wished to participate in 
this busine.ss, they found it lodged in the hands of tho New York merchants. They 
had to get tho business from these New Y'ork jicople, and they had to make rates 
that would compete with the rates via Suez and around the Cape of Good Hope and 
via Panama ; and in doing that they of course made through rates, which were lower 
than the local rates and than the rates of steamers which delivered at San Francisco 
from the Orient. But the railroads had no voice in the rates from Asiatic ports to 
San Francisco proper. Through the multiplication of steamship lines on the Pacific, 
and of the transcontinental railroad lines, and their fighting for this oriental busi- 
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ness as between themselves and a^aiDst the Suez and Good Hope routes, rates have 
been at times lower from oriental ports to Chicago and New York than to San 
Francisco. 

Q. Does that leave a sufficient profit to the railroad company when it gets as low 

as that, so that it amounts to anything at all A. (Interrupting.) Well, I doubt 

very much whether there is much profit in it. The question of cost of carriage by rail 
is somewhat abstruse. With all railroads there is a volume of business that must be 
taken at certain rates without much regard to the cost of carriage. I refer to busi- 
ness Avliich is the subject of competition. It maybe market competition or competi- 
tion by other carriers. Usually the measure of the rate obtainable for the carriage 
of such goods is what the competing carrier’s charge would be. That must be equal- 
ized, or the liusiness will seek the competing line. In such cases the carrier seeking 
the business is only concerned to see tliat he gets for his service something more than 
the actual cost of handling that particular traffic. 

Ordinarily this cost would be the expense of taking up the freight, putting it 
aboard the cars, the clerical work of accounting attached to its haiidTiug, unloading 
and delivering it at destination. The carrier docs not consider the numerous fixed 
charges or any elements of cost which does not vary with the volume of husiness 
handled. Somewhere in the neighborhood of 75 per cent of what is ordinarily 
termed operating expenses by railroad men does not vary materially with the fluc- 
tuation ill the volume of business, lleeauso of this, railroads always handle a con- 
siderable volume of competitive business, when it is necessary to do so, at rates 
which, by comparison with its ordinary r.ates, arc very low. The business between 
the Orient and the United States would fall within this class of business, and Avith 
that explanation you will umlerstaiid Avhy I think the raihoads have not carried any 
Asiatic business at a loss, although the profit from it may be small. 

Q, (By Mr. Dukand.) Could you give any idea as to what proportion in a particular 
year — last year, for example -the Asiatic import business hauled by the Southern 
Pacific Company bore to its total eastward haul?— A. lean not. I do not charge 
my mind with it; hut I suppose wo have never carried eastward to exceed 12,000 tons, 
and that would he a very small percentage of the Avholo business. I do not know 
whether there are auy detailed statistics in the Annual Report or not. I do not 
carry those tonnage statistics in my mind. 1 have not a vyry good head for figures. 
I have never practiced that, because when I want to use them I can always turn and 
get tliera ; hut I guess Ave will let the answer stand, because the ])roportion of that 
particular business to the whole Avould make a very small percentage. 

Q. (By Mr. A. L. Harkis.) What is the nature of the ditiereutial alloAved to the 
Canadian Pacific Railroad?— A. By the American lines? 

Q. By the American lines.— A. None whatever; we fought that out. 

Q. Has that been a disturbing element? — A. In the past? 

Q. In the past. — A. A very great disturbing element. 

Q. All the difierencos now are settled?— A. The Canadian Pacific— I think they 
were fair about it in the end. We tried to agree and did agree finally to arbitrate 
it. The result of it Avas that the American lines won. They objeided a long time 
and refused to abide by the arbitration, but finally accepted it. 

Q. Was there any rate cutting by the American trunk lines 2 or 3 years ago to 
meet that differential?— A. I can not answer of my own knowledge. I can say that 
80 far as the transcontinental lines wore concernetl— and we generally mean by that 
term the roads west of the Missouri River— there was not ; but the Canadian Pacific 
complained continually that, while their rates on their face showed a differential, 
the rates east of the Missouri River, and particularly east of Chicago, were never 
maintained, and that really they did not have the differential. Now, just how far 
they were justified in making that statement I do not know, but I suppose it is true 
there were sporadic instances of rate cutting arising constantly, and always have 
been. 

Q. (By Mr. Duband.) You stated, I believe, that to your knowledge there was 
not any such?- A. I could not state that there was any such of my knowledge. I 
have given you the rise of the rumor. It was part of the defense of their differential 
by the Canadian Pacific— that much wjis. 

Q. (By Mr, A. L. Harris.) If it did exist then, it does not exist now to your 
knowledge?— A. I do not knoAv of any rate cutting going on. 

Q. (By Mr. Durand.) Would you bo in position to know?— A. I would not. 

Q. With regard to your own road, I mean? — A. Yes, with regard to our own road 
I would. But the question was relative to the East by the trunk lines. 

Q. Rates then made by the Canadian Pacific are precisely the same to the East 
and far Eastern points?— A. Yes; as the American lines, I understand. 

Q. That is, from San Francisco? — A. They have been accused of cutting rates, but 
I never have found it to be true. I am constantly receiving charges against other 
lines, as I suppose other lines are receiving charges against us, but I think the con- 
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ditions a« fur as our traffic has been concerned have been unusually good in the last 
year. When I say “our traffic,” I mean the trauscontineutal traffic. 

Q. (By Mr. A. L. Harris.) Are present rates what you would call competitive 
rates!— A. They are always competitive. Conditions of competition always exist 
and always have, so far as the through business is concerned. 

Q. What is the exact character of water competition at San Francisco ?— A. There 
is the Panama Railroad running 3 or 4 steamers a month each way, New York to San 
Francisco. Between New York and San Francisco there are steamers owned by the 
American-Hawaiian Steamship Company of from 6,000 to 8,000 tons burden dis- 
patched once a month via the Straits of Magellan from San Francisco. There are 
constant sailings of ships around Cape Horn. Just what the number is up for cargo 
now I could not tell, but I think at the present time the prospect and threat, so iar 
as the railroad company's standpoint of competition is concerned, of competition by 
sea is greater than ever before. 

Q. (By Mr. Durand.) You mean in view of the proposed Nicaraguan Canal? — A. 
No; I mean in view of the building of steamships of large capacity, of small or 
relatively small coal consumption, and the demonstration that has been made that 
on account of their large tonnage and their relatively small coal consumption they 
can take cargoes from New York to San Francisco. 

(). (By Mr. A. C. Harris.) What class of freight do these steamers carry!— A. 
They are taking all classes of Ireight, mostly the lower classes; but there is no 
reason why they can not take everything. All the business that goes now, business 
of every class that goes now from New York to San Francisco, formerly went alto- 
gether by sea around Capo Horn or across the Isthmus of Panama, chioHy around 
Cape Horn on sailing vessels, with a voyage of 6 mouths. 

Q. (By Mr. Durand). Are there not some classes of goods which on account of 
styles, perishable character, and so on, .are needed sooner than that length of time 
would permit and so can not bo shipped by sea?— A. Yes; but before there was any 
railroad— before 1870— those goods went by sea via Panama taking from 30 to 45 
days from New York. There is nothing but perishable freight that can not go 
around that way, and if they are put to it, there is no reason why they can not 
ship perishable freight that way. 

Q. Your company, the Southern Pacific, is interested in one at least of those water 
lines via Panama?— A. No. 

The Panama Pacific Mail?— A. The Pacific Mail, the western end of the line, 
from Panama up It has not the making of the rates lately. 

Q. (By Mr. A. L. Harris.) Is the Western classification satisfactory, or is there 
very much dilference? — A. 1 do not think the Western cla,ssification is thoroughly 
satisfactory; that is, T do n<d think there is a road using the classification which, 
if it were able to adopt a classification for itself suitable to its own particular busi- 
ness without respect to any other business, would not make material changes in 
the Western classification; but it is a compromise in the views of hundreds in the 
deference to the public demand for uniformity of classification and for convenience, 
if there is any, in the interchange of traffic to the railroads themselves. 

Q. Now, the second ]»art of the iiuestiou, in regard tocommodity rates?— A. There 
never can bo any classification adopted tliat will preclude the use or necessity of 
commodity rates. We will have to make commodity rates. In all my experience, 
and I have been in this business since 1868, there have been special tariffs, coal 
tariffs, lumber tariffs, salt tarifi’s, etc. They are commodity rates. As you enlarge 
the scope of your classification and extend its application over larger territory and 
over an increasing number of roads, you will multiplv the commodities, because 
here is a road that wants to and does use the Western classification. But the 
Western classification does not provide for a commodity which is of very great 
importance to it and which Is of minor importance to many other roads. It must be 
provided for by a commodity rate. The through business between the Atlantic 
States and the Pacific coast States is done almost wholly on the commodity tariff. 
That is because of the predominating or controlling infiiience of the sea carriage. 
It is commonly supposed, and T heard it stated up at the Commission yesterday, 
that sea carriers do not classify like railroade. On the contrary , they classify more. 
They will take tonnage, charging by weight or measurement, whichever makes the 
greater sum. Hence the rate per 100 pounds varies with every change in the den- 
sity of that freight. Then the value of the goods effects a classification because 
the insurance on the goods, which, in the case of railroads, is included in the rates, 
is turned over to the underwriter. K very shipper by sea has to underwrite his goods, 
and the rate he pays per 100 pounds varies with every change in the value of the 
goods, so that if you should work it out you would find that there was a greater 
classification by sea-going vessels than there is with us; in fact, a weight and meas- 
urement tariff by sea amounts to a commodity tariff, the rate changing with almost 
every article as density and value change. If you were to express the rates— the 
ordinary rates— of a steamship or a clipper ship per 100 pounds, as against their 
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usual formula, you vrould find that you would have a different rate for every partic- 
ular item, unless you should he fortunate enough to find two articles that were of 
the same density and the same value per 100 pounds. That is why we have found, 
in meeting the conipetitioii of the sea, that we must carry a very large commodity 
list. We can not classify because we can not get any more than sea competition 
will permit us to cliarge. 

Q. (By Mr. Ditrand.) Do all the transcontinental carriers, then, adopt pretty 
nearly the same commodity rates?— A. Yes, altogether. 

Q. They agree?— A. Yes; the same through tariff is uniformly applied to all the 
lines. It is made by conference. 

Q. (By Mr. A. L. Harris.) What will be the effect on operation of the acquisition 
of the Union Pacific by the Southern Pacific Railroad?— A. What will be the otfect 
I can not answer. It ought to have no effect whatever. Tliat is, the two institu- 
tions ought to be and probably will continue to be operated separately. That is 
merely an ex])res8ion of opinion. 

i). (By Mr. DuRANn.) lias there been any tendency in the past to have the prac- 
tical consolidation of the Union Pacific and the Southern Pacific? — A. It is not a 
practical consolidation at all. 

Q, Community of interest, then? — A. Hardly that. 

Q. Has there been any tendency to divert traffic from the Central Pacific to the 
Southern Pacifi<‘ because of the longer haul which the Southern has? — A. Oh, yes; 
ill a certain sense. 

0. Will yon explain about that?— A. That is said to have been done through the 
exercise of the control of the Central Pacific by the Southern Pacific. The Southern 
Pacific, Comiiaiiy owned a line and operated a line from San Francisco to New York. 
It also owned or controlled the Central Pacific line toi.)gden in connection with the 
Union Pacific, the Rio Grande lines, and others. I'hese roads connecting with the 
Central Pacific at Ogden, not only the Union Pacific, but the Rio Grande Western 
and its connections, the Colorado Midland, the Chicago, Burlington and Quincy, the 
Chicago, Rock Island and Pacific, the Missouri Pacific, the Wabash, the Chicago 
and Northwestern, the Chicago, Milwaukee and St. Paul, the Illinois Central, all 
the trunk lines running from Chicago eastward, also the Northern Pacific (amuecting 
with us at Jhu'tlaud, the Great Northern, the Oregon Railway and Navigation Com- 
pany, Fvery one of these companies has had and now has a well-eiiuipped solic- 
iting agency in Sau ' rancisco and in Los Angelos soliciting business for their lines. 
The Southern Pacilic Company, since its control ot the Central Pacific line, has not 
exercised any uiuluc influence or authority in taking freight either one way or the 
other, but it has had its corps of men soliciting for the Hiinsct route, its long haul 
via New Orleans, precisely as the Union Pacific, and all the other companies 1 have 
nauicd, have had tlnur respective corps soliciting for the Ogden route and for the 
Portland route. Through these soliciting agencies the merchant said which way 
his freight should go, and it went the way the merchant so directed. The practice 
described furnishes the only foundation for the cry that has been floated about the 
Halls of (Congress here that we were discriminating against the Central Pacific, and 
that the discnininatiou was having the effect of diminishing the value of the 
Government securities. It is all poppy cock; therii is nothing in it and never was. 

Q. Is there any traffic which the shippers do not care about, which yon have the 
power to divert if yon wish? — A. No, no, I suppose we do have the legal power, 
and we were advised that we had the legal power to direct the route which the freight 
shall follow, but as yet we have not exercised it, except in the case of oranges, and 
that only within a year, 

Q. What is the arrangement you speak of about oranges at present?— A. Simply 
that wo do claim and lixerciso the right of determining the route by which they shall 
go. That was in order to break up the rebate plan which was being worked. Ship- 
pers were holiling up our railroad connecti«»n8, saying that they would not give 
them any freight unless they put up from $1.5 to"$20 a car. In other words, the 
practice is primarily for the purpose of enforcing the law and maintaining the tariff. 
We do not got a cent out of it. The Santa Fe does the same thing. 

Q. Supposing that there should be in tbe future a pretty thorough community of 
interest between the Southern Pacific and the Union Pacific, would not more of the 
traffic go over the more direct route in the future than in the past?— A. You are ask- 
ing me to discuss (juestions that are purely speculative, and might be in the nature 
of committing the owners of the road. I do not think I ought to express myself on 
that, I do not see how it would do any good. 

(i. What is the exact nature of the transaction by which the Union Pacific acquires 
the Southern Pacific, stating the price paid for the securities, the effect upon the 
total capitalization of each road, etc.? — A. I do not know anything about it except 
what I get through the press. 

Qk What would be the effect of the extension of the Chicago, Burlington and Quincy 
to the Pacific coast?— A. I can not say that it would have any further effect than 
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making one additional road for the community to support. I do not think it would 
build up auy new industry or create any new business. 

Q. Tbe present volume ot“*trallic does not demand itf— A. Any one of the lines 
crossing the continent to-day, with proper equipment and proper terminal facilities, 
ini})roved roadbed, etc., can do all the business that all of them are now doing. 

Q. Every additional road, in your opinion, would be only that inncli more expense 
for the shipper?— A. I think so. 1 think in tlie end the public has to pay these 
cliarges. There are sunicient roads now to introduce all the competition that the 
loads can possibly stand. There are none of them that 1 know of paying dividends 
except perhaps the Great Northern, and it is not doing it out of this transcontinental 
traflic. 

(^. What will bo the effect of Senator Clark’s new road from Salt Lake City upon 
the rate situation? — A. I do not believe lie is going to have one. I think the Union 
racilic is going to build that roail, and the effect of it will he simjdy to have one 
more road— simply divide the husincss of southern California with the Santa Fe 
and the El Paso routes. 1 do not know whether it will heiielit the Union I’acitic. 

Q. What has Ixien the movement of rates upon the trans-Pacilic roads during tho 
last 10 years? Have they been reduced, e(|Hali/od, or in any case increased?— A. In 
the last 10 years, yes. Iho last 10 years would take us back— tliat would be since 
1891, and tho rates have heou very eonsideraldy decreased since 1891. 

Q. Put in no case increased that > on call to mind?— A. 1 think not; 1 do not think 
there is a single case of an increase since 181)1 In my own time, though there have 
been Violent rednetions and violent Ihn tuatioiis, hut the standard to day is very 
much less than it was this time in 1891, I think. '1 he average rate is considerably 
less than it was this tlnui in 1891. 

Q What is tho effect ujion the Union and Soiithoni Pacific roads of the purchase 
of the Chicago, Purlmgton ami Quiin y by the Great Northern and Northern 
Pacitic?— A. I'do not think tho Great Northern and the Northern PacitU* have got 
the Chicago, Purliiigton and Quincy in that sense. I do not know any more about 
it, perhajis, than you do. 

Q. .Su])])osing th(Te should ho such?— A. I am not good authority on those things, 
and I want yen to know that I am only expressing an opinion. 

Suppo''iug tlioieshould be such a thoroughgoing comniiinity of interest between 
the Union Pacific. theSoiithcrn I’acilic, and the Northern Pacilic, would not thosethree 
roads then he in })osition to control rates aside irom the matter of sea competition? — 
A. No, they will not he in a position to control rates, because the Great Northern 
will be out, and the Atchison, fopeka and Santa Fe, ami the Texas Facilic, and all 
those liiU'S wull ho out, and they will have to be consulted. No rate can become 
effective oxce[it at tlie risk -d a figlit and great loss of revenue, except it is a rate 
that 18 agreeable to all compi'titors 

Q. 1 siipposi! theie is a himted amount of traffic which w'ould not bo subject to 
the competition of those other loutes l—\. Oh, well, then the common control of tho 
roads > on name w ould not affect that particular traffic. It would be strictly local to 
each particular road, and tlie common control w'oiild not aff ect it at all. If you w'ant 
to know —if what yon would like to draw out is whether 1 think that common con- 
trol would have the eff‘c<‘t of increasing the charges to the public, I freely express 
the opinion that it will not. I think that it there could be a control of that sort 
exorcised in every natural division of the country so as to secure stability of rates 
and honest and ellicient enforcement of the rules ami rates as jniblished it would he 
of great heiiotit to the public, I believe it is the only w ay under tho present attitude 
of the public towmrd railroads that you can effectually si] nelch unjust discrimina- 
tion, ineiiualities in rates, and continual lliictuatioiis in rates. 

Q. You do not think, then, that such a thoroughgoing harmony of interests 
between all the roads in a particular section would result in unduly high rates to 
the])ublic ? — A. No; you cun not destroy the natural competition that exists; you 
can not imssibly do it. 

Q. What do you im an by natural competition? Do you mean between different 
sections of the world ?— A. I mean between the dilforent roads. 

Q. But I was speakiug of the possibility of a complete merger of interest. — A. Of 
all the roads in the country? 

Of all the, roads in a given section, or west of the Missouri River.— A. No; the 
comiianies operating those roads are endeavoring to promote every industry and 
every class of coniiucrco, build up the industries along the lines of their several 
roads, so that they should have the greatest tonnage, and they can not resist, can not 
stop it. The noticeable ellect upon the coiunmuity at large would be the stopping 
of preferential rates, tho stopping of unusual, frequent, unnecessary, vicious, and 
hurtful fluctuations in rates. Now, I do not mean to say that you would not have 
a howl, hut the howl would come from the fellow whose rake off was discontinued. 
I say that in all sincerity as an expert in this business of more than 30 years’ experi- 
ence, and I do not own any railroad stocks or bonds either. 
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Q. (By Mr. A. L. Harris.) Have you any suggestions to make as to increasing 
the power, in any particular, of the Interstate Commerce Commission, and especially 
as to their right to make or approve rates f— A. Yes; 1 have asuggestion, an opinion, 
to express, that they have all the (power that they need to enforce the law to day 
if they would exercise it. I think it would be a dangerous thing to give them the 
rate-making power, hut I think in their attitude toward the railroads, of lighting 
the legalization of pooling because the railroads will not consent to their having the 
rate-making power— -I think that is to be condemned. 1 do not believe that the 
people of the United States who pay freights want this commission to make their 
rates. 'I'hey can not do it. 

Q. One great complaint that is made is the long time that intervenes between the 
filing of the complaint and the final ad indication of the case. Would you recommend 
that when a case is Hied with the Interstate Commerce (’onimissiou it should be 
advanced on the docket as it goes into court, so that it could be disposed of quickly ?— 
A. 8o far as my own particular judgment is concerned, founded on the experience I 
have had in cases liefore that commission, I see no reason why they should not come 
to a speedy conclusion or a decision— the quicker the better— and I would have no 
objection to any rule that had for its object simply to have the case disposed of upon 
its merits as soon as possible. I thiuk that way with respect to every contention 
between private persons, as well as between corporations and parties. 

Q. Is part of this <ielay by the commission on account of it being tardy in hear- 
ing? — A. I think not. So far as my experience goes they ha\ e been jn ompt enough. 
They have held up their decisions in some cases longer than 1 thouglit tliere was any 
necessity for, but I think, no doubt, tliey have a reason for it. 1 have in miud 
one particular case now, the ditferential case between carloads and less than carloads, 
in Texas. I do not know why that should not have been decided a year ago, so we 
would have some light in this case they are hearing now ; but they are evidently 
holding that up until they get the hearing in this case, possibly becduso they want 
more light. You see it is a question that is very far-reaching. It will spread all over 
the country. 

(j. Is it possible, and if possible is it practical, to have a national classification of 
freights?— A. No. Well, 1 would have to qualify my answer. I am not a believer 
in a uniform classification. We have practically now three classifications— the ofti- 
cial classification in the trunk-line and New England territory; the Western classi- 
fication for all territory west and northwest and southwest of Chicago and Texas, 
and I think the Southern classification in the Southeastern territory. In making 
those classifications the railioads have had to make considerable coiiccssions from 
what would be a proper consideration for the conditions which would contnd 
classifications in individual cases. In going further than that, conces.Hions will be 
multiplied, and they will be as often against the public as against the carrier. Com- 
modity rates will also be increased in number, as 1 have already explained. We can 
can not have a unitorm classification without having thousands of commodity rates. 
Every road is going to have a number of difl'ereiit commodity rates. That will destroy 
the uniformity of classification. If you and 1 agree that as between our two roads 
we will join in a common classification, and then you say. Now, here is lumber; here 
is coal; here is iron or some other commodity or half a dozen commodities that 
are of very great importance loiue, and under this classification their development 
and their movement will be retarded— they are of no importance whatever to the 
other road— I will put in commodity rates on them ; and if then I offer a similar list 
of commodities that must be specially provided for — wo would be doing just what all 
the roads in the l ountry would do. Now, then, multiply those conditions and oppor- 
tunities by the number of railroads in the United States and see the number of com- 
modity rates that will be required, each differing with each road. What becomes 
of uniformity? It is a theoretical demand of no practical value, though it seems to 
have fastened itself ou the commission here. There is no necessity for it, in my 
judgment. 

Q. (By Mr. Durand.) It is sometimes held, Ithink, that these numerous— wo might 
almost say innumerable— adjustments that the railroads make in rates, in view of 
their conditions aud their particular coinmoilities which touch their territory and 
so on— that the result of all these conditions is to prevent a perfectly normal develop- 
ment of the resources of the country ; that the railroad which happens to be in a 
given locality first tries to exploit the natural resources, even though they might 
not be so well fitted for immediate exploitation and so on. Does it seem to you 
that the absence of any uniform regulation of that sort tends in that direction?— A. 
If there is anything in what you say, and 1 do not believe there is, I do not see how 
uniformity of classification is going to help it. The rates determine the movement. 
There is no talk about making uniformity of rates. It is the greatest folly to me— 
the idea that this uniformity of classification is going to have the effect that is 
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claimed for it or ha^ e any such valne that is worthy of consideration or worth talk- 
ing about. It would seem to be absolutely ineffective, when you take into con- 
sideration my explanation as to commodity rates. It is a jack-o’-l.mtern, deceptive, 
a snare— something to fool the public with. That is all there is about it. Now, 
then, I do not believe that any railroad company retards an industry on its line. 
If any railroad company does do so, or unjustly discriminates against industries, 
there is not any penalty, in my judgment, that is too severe. 

Q. How about the complaint of fruit shippers in California? There has been a 
good deal, has there not?— A. What complaint? 

Q. To the effect that the rates are so high that they can not meet the competi- 
tion of Florida?— A. I have heard no such complaint. The citrus fruit business has 
grown from nothing to about 20,000 carloads a year. How does that answer ^mu f I 
have heard no complaint of that sort from the shippers in southern California. The 
complaint now is against the refrigeration charges, and against the railroads for not 
owning their own cars, but leasing them. Shippers want to dictate to us whether 
wo shall hire a car or own it. 'I here is a complaint as to whether wo shall take the 
routing out of our hands and put it into their hands. The difference arises in the 
fact that the agent of the principal fruit growers’ association wanted to lease or 
own refrigerator cars himself and sublet them to the railroads and be able to make 
something out of the refrigeration and mileage for use of the cars, and also be in 
a position to switch his cars from one lino to another and hold up the railroads for 
rebates. That was all stopped by tins Santa Fo and the Southern Facitie under- 
taking to route the freight. It is to determine these complaints — whether they are 
just— that the case was taken to the Interstate Commerce Commission. It has been 
tried and submitted to the commission and is now in their hands. They also com- 
plain about the demand on our part that they should load 13 tons to the oar instead 
of 10 tons to the car. They allego that if 13 tons is loaded in tin' car there is not 
left sutlicient air chamber for circulation and preservation of the fruit, which pro- 
motes decay. Wo are not satisfied that this is true, because for the most part 
40-foot oars wore used for 13 tons as against 36-foot cars for the 12 tons. We also 
found that instead of carrying 12 tons, as we thought, the size and weight of boxes 
had been increased, and instead of the average weight of 12 tons that wo wore 
charging for the load Avas 13 tons. I do not know but that we may concede that 
point. It will not he done until the case is decided by the commission, however. 

Q. Has the California railroad commission exercised any direct control over local 
rates in California?-— A, It has heard every complaint that has ever been made. 
It approves all tariffs. 

Q. Then they have tlie ah.soluto power to declare a rate?— A. 'I'hat is what the 
constitution of the State says. 

Q. Have they ever changed rates materially from those mad(' by the railroads? — 
A. Well, I do not think that the Southern Pacific as a company would bo willing to 
recognize, notwithstanding the constitution, that it had the powi'r that the conslitn- 
tion pretends to give itj but still the commission has from time to time caused 
considerable reduction in tariffs. They undertook to make a reduction in grain 
rates, which we resisted before the courts and finally settled. 

Q. Was that recently ?— A. Yes; the settlement was made, I think, a little over 18 
months ago. 

Q. Yon mean it was setthul by the court reaching a decision or by agreement? — 
A. Well, the court enjoined the commissioners, but the case never went to trial. 
We lamsontod to a certain reduction in lieu of their order. 

Q. That was the grain rates within the State? —A. Ye.s. 

Q. On all tlie roads or on certain portions?— A. Well, it was on grain going to 
market, and it would be, on all the roads and on all the rates, soit of a blanket 
reduction of about .8 per cent, I think. 1 have forgotten what the settlement was. 

1 think it has been a useful commission. It has not been anarchistic and eoufisea- 
tory in its actions, and for that reason some of the people condemn it, but on the 
whole I think its course is satisfactory. 

Q. Have you any idea bow the rates are per ton per mile in California on low- 
grade freight, or on all classes of freight, for that matter— how they would compare 
with the transcontinental rates per ton-mile?— A. They ought not to be compared 
at all. 

Q. Necessarily they ought to he different? — A. No; I never made a comparison — 
never made any such coinpfirison. 

Q. You might he able to give some valuable suggestions about the development of 
the Oriental trade and the acquisition of the Phili|jpines?— A. I do not care to 
testify on that unless you want me to, because I think it is pure speculation as 
to what it is going to be, and I am sorry to say that while it is popularly supposed 
that there is going to he a vast increase of trade to San Francisco and the Pacific coast, 
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I do not share that view, and I do not care to discourage people by any testimony. 
From the railroad standpoint and from our standpoint I do not regard the building 
of the canal as an unmixed evil. I thought we could ad^just ourselves to it; that so 
far as San Francisco is concerned it was going to do San Francisco more damage than 
anybody, so far as I know, except a very few people, and one of them, Senator Per- 
kins’s partner, conceived. The Nicaragua Canal is going to bring New York, New 
Orleans, and all these aggressive Eastern jobbing cities much nearer by water to 
Honolulu, the islands of the Pacific, the Philippines, the Orient, and Australasia, 
than they are now; and instead of increasing San Francisco’s opportunities to enjoy 
that trade, or an increasing measure of the trade, it is going to diminish them, because 
it is going to increase the power of San Francisco’s corai)otitor8, while it does not 
help her at all. So far as San Francisco’s business proper is concerned, the transport 
of general merchandise which she takes, it is going over the railroads, no matter 
how many canals are built. There are too many railroads there; they are part of 
the natural features of the country, and they will bo operated when we are all dead. 
They may be compelled to make rates that will put them in bankruptcy, over 
and over again, but every time they get out of bankruptcy they will be better able 
to beat the canal, and they are going to carry that business. While the canal may 
help San Francisco in such business as she has formerly exported to Europe, par- 
ticularly grain, that is constantly diminishing in volume. 

Q. May it not increase ?~A. The advantage is very small compared with the dis- 
advantages I have enumerated. That briefly and substantially expresses my views. 
They might be elaborated, but they would not give you any better idea. 

Q. (By Mr. A. L. Haruis.) What do you know, if anything, about the cooperative 
association among the fruit growers of California in shipping and marketing, whore 
they ship and market their goodsf— A. Well, there has been something like the 
prune growers’ combination, as they call it; is that what you mean ? 

Q. Yes; that is what I had in mind.— A. That has been rather disastrous this 
year, I think. However, I believe, that something of that sort is necessary to the 
proper marketing of the goods. I believe it is necessary and I think it would be a 
great advantage to the growers of deciduous fruits. It would be an advantage to the 
orange growers, though they now have a form of association. It has been worked on 
raisins in ITosiio <piite suecessfiilly. The producers are said to have been their own 
worst enemies through lack of cooperation ; that they wore in the hands of the middle- 
men, who would work thorn and give them minimum prices for their goods. The eflbrt 
has been to get them together and cooperate and employ good merchants to handle 
their association for them, and to.give the manager authority to nn et the market con- 
ditions, By this plan of organization they expected to stop the middlemen from 
taking undue advantage of them. I think it might be beneficial. It is said to Wvo 
been in Fresno for the raisins, and I think it is bound to bo so on the prunes. But 
it is liard, to get tliiee or four thousand fanners to agree upon any cooperative plan 
or to trust any individual iu handling a large business for them. With respect to 
oranges and green fruit some form of organization for cooperation is essential, 
because they are pcrisliable; and the distribution of that fruit to Eastern markets 
ought to be under one head, so that if Chicago would take 20 cars a day no more than 
20 cars per day would b(» sent there. If the capacity of New York is 2.5 cars 
per day it will bo arranged that no more than 25 cars go there, and if Boston is 10 
cars they will see to that in like manner. Now, in the past the vice of tho business 
has been that everybody shipped as be pleased, and if .John Jones heard that Sam 
Smith was shipping to Milwaukee he would say, “ I giu'ss that is the right thing to 
do,” and he would send his fruit there also. The result would be that tho Milwaukee 
market would bo overstocked. 

Q. (By Mr. Durand.) To what extent is the system organized now— quite 
thoroughly? — A. In southern California they have their orange growers’ union and 
it is said to be quite eflicient. In northern California, so far as the deciduous fruits 
are concerned, they have no organization that I know of. They tried a plan some 
years ago, but it was not satisfactory. With raisins and, I believe, in southern Cal- 
ifornia, with walnuts, a cooperative arrangement has been tried and has done well. 
The exneriraent this last .season with tho prunes was not successful. I think it is 
lack of management more than anything else. 

Q. You think there has been no particular rejison for complaint against the refrig- 
erator car companies as such? — A. I would not like to say as to that. I have never 
made a study of it. Apparently refrigerator charges were pretty high. They claimed, 
and they made an excellent showing, too, before tho commission that their charges 
aflFordea no more than a reasonable profit. While we are not responsible for those 
charges, and our effort is to get them down, I think there will be some reduction 
this year. 

Q. Is it yonr judgment that it would he more desirable for the railroad companies 
that refrigerator cars slioold he owned by them?— A. Ordinarily I would say that 
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the railroad companies should own their own cars, but there are peculiar conditions 
aifecting the use of refrigerator cars that make it doubtful as to whether it is best — 
chiefly that the movemeut of the fruit for which they are employed is confined com- 
paratively to short seasons, and for the rest of the year there is no use for those cars, 
if there is an organized company owning refrigerator equipment whose cars can be 
leased during the season, or put into this service at reasonable rates and under just 
and equitable regulations so far as the carriers are concerned, then when the season 
is over the owners can find use for those cars in the Florida trade or in the berry 
trade of the South, thus keeping the total equipment employed the year around. 
Now, if that is true, and I am led to believe that it is true, such a company can handle 
the refrigerator cars and do the refrigerator work at a loss cost than the railroad 
company. 

And it ought to operate to the advantage of the growers or producer, provided the 
charges and the profits are only reasonable. Now, then, I did not answer as to the 
railroad. So far as the railroads are concerned it depemis altogether on the price 
they would have to pay for running the cars. They might be made so high that 
they had better own them; but I think, from my experience, that so far as econ- 
omy in management is concerned or expense of operating, it is in favor of leasing 
the cars rather than owning them, under the conditions I have just stated. 

Q. Can yon state the rate which you pay by way of lease?— A. Oh, I do not know 
why that should become ]mblie property. 

Q. Some of the Eastern roads have intimated th.at there was a uniform rate. — A. 
The orilinary rate paid by Eastern roads is a cent a mile. It ranges from three-quarters 
of a cent to a cent a mile for the use of refrigerator cars; but we pay less, 

Q. Can you compare the amount that the shinper lias to pay for the use of the 
refrigerator car as such with th(» amount of freight he has to pay, stating the rela- 
tive amount? — A. It differs. Our rate on green truit is a Hat rate — what wo call a 
blanket rate or postage stain]) rate, i)ractically the same to Denver as to Now York. 
The refrigerator charges necessarily, to be fair and ecpiitable, are graduated rates. 
It takes less ice, I should say, to earry a ear of fruit to Denver thau to Omaha, 
and less to Omaha than to Chicago, and loss to Chicago thau to Now York or 
than it does to New Orleans, owing to the difference in the climate and the cost of 
ice. I have not in mmd what the rates ari' to the destination points. I would guess 
that they will range from $50 to $155 a <'ar for refrigeration of deciduous fruit— not 
oraiigoH. Oranges do not re<iiiire as much ice. The railroad freight rate is $1.25 per 
JOO pounds, for carloads. It has always struck mo that, compared with the invest- 
ment and labor, etc., the cheapest part of the service that the California fruit 
grower employs in getting his fruit fiom the tree to market is the transportation 
sei'VKJe done by the railroads, and I think so still. 

(Testimony (dosed.) 

Wheronpou, at 11.55 a. m., the siieeial suheommissiou adjourmul without day. 


Nkw York, N. Y., May 1901. 

TESTIMONY OF ME. JACOB H. SCHIFF, 

of Kuliii, Loeh ,)'• Co., Ikmkors, A'e«) 1 uril' City. 

The special suheommissiou of the Industrial Commission met in the rooms of the 
Fifth Avenue Hotel at 10,15 a. in., Mr. Clarke ])ro3iding. At that time Mr. .lacoh 11. 
Sehitf, of the firm of Kulm, Eoeb A. Co., appeared as a witness, and tostilied as 
follows : 

C^. (By Mr. Ctarke.) Will yon receive the oath? —A. Am I compelled to? I never 
like to swear, hecauso J thiuk my word is good enough, and I prefer not to swear. 

Q. Then you make a solemn Jiflirmation, do you? Will you please give your name 
and post-otiico address?— A. .lacoh H. JSehiff, 052 Fifth avenue. Now York. 

(^. What is your business?— A. 1 am partner in the banking firm of Kuhn, Loeh 
iv Co. 

Q. Have you had to do with the financing of corporations?— A. I have. 

Q. Recently!— A. What do yon moan by recently ? 

Q. Any time within the last 3 years?— A. 1 havV; but not so much as, say, 5 or 6 
years ago. 

Q. Very well; go hack to that, then. Can you give the commission a list of some 
of the principal corporations and transactions that your firm has aided in financ- 
ing?— A. We have had leading interests in the reorganization of the Union Pacific 
Railroad, and to some extent of the Baltimore and Ohio Railroad. Those are two lead- 
ing corporations. 
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Q. It is a matter of common knowledge that great movements are going on among 
thoprincipa] railroads at the preseiit time, and we shall he glad to have you describe 
to us, so far as yon feel that yon can without embarrassment and without divulging 
business secrets, the methods that are employed and the objects that it is expected 
will be attained. Proceed, if you please, in your own way, and the commissioners 
will ask some (juestions as they may wish from time to time. — A. Primarily, I want 
to elate that I am not a railroad man; that 1 am a (inauoier, and that technical rail- 
road questions I am unable to throw light upon. The movements to which you refer 
I assume arii those that are generally understood as coming under the expression 
“community of iutorest.” As I take it, this community of interest idea arose in the 
desire of the railroads, or the owners of railroads, to proti'ct themselves against the 
demoralization, and, as a consequence, depression in tlie vjiliies of their properties, 
which was brought about by antipoolmg legisiation. It is human nature that 
a producer and shipper wants at all times to get something better, to get ahead 
of his neighbor; so the practical consequence has been that when a shipper made 
a certain rate of transportation with the railroad company his neighbor went to 
the competing road and by straight or crooked means endeavored to got lower 
rates than his neighbor received. That naturally brought about demoralization 
of rates, and it damaged both the transportation interests and the producing inter- 
ests. It is evident that there is little safety to the producer it ho is not certain 
that his couipotitor pays exactly the same charge for tran8])ortiug his goods or 
products than ho pays himself. There is just as much danger to him as there is to 
the railroad if it (loes not get just exactly the same rate that the eomjieting railroad 
receives. This unsettled condition produced a state of affairs which, in my opinion, 
has been iiioro dangerous to the vital interests of the country than any benelits that 
could have possibly been derived from autipooling legislation. It demoralized both 
the shipper and transporter alike, and pro|ierty of all kinds suffered by it; not only 
property suffered, but labor suffered. It is evident that when rates are depressed 
the railroads can not i»ay to the working forces the same compensation or remunera- 
tion that they can in times when they gtd. full rates for their transportation. 

This state of affairs brouglit about a gradual coming together of the railroad 
interests and iuducod thmn to buy into one another’s properties. Fur iustaiu'e, if 
I held stock of “A” company and yon ludd stoiik in “ H” company, and my shaies 
were depressed in value because you were competing with me — I'ach of us eutting 
the rates of the other — our interests would evidently be better sorvial il' yon owned 
some of the stock in my company and 1 owneil some of tlie stock in your company. 
In other words, if we had a community of interest. Tliat is, in sim])le words, the 
process which has been going on on a large scale among the railroads, and which, in 
my opinion, while it is not completed yet, will naturally bring aiiout some protec- 
tion, as the way to ]>erfec.t peace is aiwa>s through war. I believe when brought 
to an entire completion, it will he a blessing to the laboring man, it will bo a 
security to the shipper, and it will ho a benelit to the, owner of railroad property. 

I believe the community of interest will not only result iu the community of inte.rest 
between railroad jiroperty, but it will be community of interest between railroads, 
shippers, and labor, 

Q. We shall be glad to have you tell us the methmls of bringing about this com- 
munity of interest so far as you may feel at liberty to do so.— -A. I believe I have 
explained to yon already; the biisino.ss is simply earned out on a larger scale than 
in the illustration I gave. Without naming railroad companies, say if the New 
York and San Francisco Railroad Company, using a name to cover both extreme 

E oints, owned some stock in the Boston and I’ortland (Oregon) Railroad Company, 
oth running in the same direction, if they owned stock in each other’s lines they 
would be very careful before they did auythiug which would destroy the value of 
each otheFs property. 

Q. Is it proposed to merge or consolidate those roails into one large company, 
after the manner of the consolidation of the steel companies, or is it ])ropo8od merely 
to have stock in one road held by a stockholder of anotluir road ?— A. I am quite cer- 
tain nothing like the large consolidation is intended— nothing like such a consolida- 
tion is intended. 

Q. The several companies will continue to operate their properties substantially 
as now?— A. TLit, I am quite certain, is their intention. 

Q. Will there be any absorption by one company of another in this process?— A. 
Not that I am aware of. 

Q. Will there be any agreement between these companies in reference to main- 
taining rates?— A. Not as far as I know; but, as I said to you before, as to railroad 
propositions proper 1 know nothing. 

Q, Does the establishment of this community of interest necessitate the interven- 
tion of a syndicate?— A. Not necessarily. 

Q. Does it involve a struggle for the transference of control from one party to 
another?— A. Not necessarily; but such might occur in single instances. 
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Q. If yon feel at liberty to give us any illuetrations of yonr idea of the process by 
citing roads which have undergone this establishment oi community of interest, wo 
shall bo pleased to hear you. 

The Witness. I can not. As far as I know, most of these processors hav(i been 
accomplished by direct acquisitions, either by the railroads or by their owners, of 
stoi'k, not necessarily controlling interests, and 1 believe in most instances not actual 
controlling interests in other railroad corporations. 

Q. What is your opinion as to the probability of the raising of rates after this 
community of interest has been oftectually established?— A. VVhile I have said to 
you that I am not a railroad man and that my opinion as to railroad matters itself 
/is worth nothing, 1 believe it wdl result in the choap<'niug of transportation. The 
only thing that is sought, as far as 1 understand it, by the community of interest is 
not higher rates, hut equal rates, steady rates. 

Is it the opinion of merchants and shippers generally that it is more im))ortant 
to them to have an opportunity by sharp ligurinu: to get a lower rate than their 
neighbors have?— A. Every intelligent shipper 1 have ever discussed this (luestion 
with has, without reserve, expressc'd his opinion that he would rather pay double 
the rate on trans])ort:ition which he might be f)aying with steady rates than have to 
labor under a belief, as he must with unstable rates, that his competitor possibly 
gets a little cheaper rate than he does. Shippers, I think, in every section of the 
country will conlirin that what tln^y want to have is ab.solute certainty, uniform 
rates, no matter what they are; they want uniform rates (irst of all. 

Q. Is it anticipated that there will be some popular a])prehonsion of monopoly in 
the establishment of tins community of interest?— A. Not if organizations like your 
commission treat the ((uestion in an intelligent manner, as no iloubt you will treat 
it, and give the public the light; and not if those who e-aii give information will 
give it without reserve. My own o])inion is that if the publii* in general under* 
stands the <iuo8tion there can be no misapprelieiisiou and no fear as to the result. 

Q. W ill then' he a willingness on the ])artof those, owning the cajdtal in railroads 
to have the railroads subject to imhllc supervision that will )>o eH'octual for the pro- 
tection of the peoples’ rights? — A. I have not tlie least idea that this would bo 
w'elcoinod by every inti'iest. 

Q. Do you anticipate that this commiiiiity of interest wdll ho guarded so far as to 
hriiig into harmeiiy suhsi antially all ot the railroads of the country?— A. That is 
hardly possible. Wliut may bo accomjilishod in years to come 1 can not foresee, but 
ibis so big a projiositiou thal it is hardly possilde that the community of interest 
can he ajiplied to every mile ol railroad in this coniitry 

Q, What 18 sought for at the present time is to bring into harmony certain great 
systems that have couqM'teil unfairly with each other? — A. It is Just as you have 
stated. 

i}. Those will embrace the trunk linos and l.lio transcontinental lines North as 
well as South? — A. They are as likely to eiiibrucc the trunk lines and the trauscon- 
tiiiental lines. 

Q. To what extent is the shipping interest— the great ocean transportation lines — 
involved in this community of interest?— A. That is a subject 1 know very little 
about. What 1 could say is only from hearsay, and T would not givii much for 
hearsay. 

Cjj. You have boon able to observe that somethiug is going on iii that direction, 
have yon? — A. Only from what 1 have seen iii the newspapers. 

Q. Is it your opinion that the acquisition of certain ocean lines is in the interest 
of certain large railroails of this country? — A. 1 know nothing about that. 

Q. (Ky Mr. Fau(jujiaii. ) You spoke of the community of interest being practically 
subserved through the purchase of stock— the mutual purchase of stock in 2 roads. 
Now is it not a fact that within the last 8 years there have been practical evidences 
of this tthsorbing of the interests of roads? — A. 1 do not think that is the case. 

Q. Dow would you state the ]H)8ition, a.s you vor\ well know it, of the Peunsylva- 
niasystem toward the Ihiltimore and Ohio? —A. The Pennsylvania Railroad does not, 
as far as I know, own to-day the controlling interest, in the Jlaltimore and Ohio. 

Q. Does not own the controlling intero.st ?— A. No The controlling interest, in 
my opinion, and I believe it has been so stated in legislation and in decisions of the 
courts, means a majority of the stock. A line has really no controlling interest so 
long as any one company owns less than 50 per cent in the other company. It does 
not actually own the controlling interest; and I am very certain that the Pennsyl- 
vania Railroad does not own a controlling interest in the Baltimore and Ohio. 

Q. How does the directorate stand ? Are the majority of the directors Pennsylvania 
system men or Baltimore and Ohio men?— A. I am quite certain that only the small- 
est percentage of the directors of the Baltimore and Ohio are in any way connected 
with the Pennsylvania Railroad system. 

Q. Then, the cooperation of the Pennsylvania system with the Baltimore and Ohio 
as to rates has been reached, not by a Pennsylvania interest passing into the Balti- 
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more and Ohio on its directorate and so ninlcing peace as between the 2 roads? — A. 

I can not tell you that; I do not know that. 

Q. Does tliat not naturally tbIJow /roni the geiwral phraNc that you used, the com- 
nmnity of inieteHt?— A. Such is the intention— mak in i)caco, as you express It. 

t),. \)oea U\\r cowmwmty of interest antici\n\te in any way the formation, the 
organimtron, or the hnanein^ of any traneeontinentaV read, say, from the Miaaissipipi 
OT the Missonri Rivei to the I’acitie eoastt—A. 1 have no idea what yon refer to or 
what is in yoArr mind. 

Q. I refer to tlie (jnestion as to whether in the contest that has occurred hetweon 
the Northern i’aciiic and blie Union I’acitic tliero is not inA olved possibly nnotlier 
transcontinental road or the oxtensuui of one of the trunk roads, like the Burlington, 
to the Pacitie eoast?~A. I am not aware of it at all. 

Q. That has never been disctissed in Wall street? — A. Not to my knowledge. 

Q. Now, in the contest which has agitated the (lountry and the people for the last 
month or two in n spe.ct to those two stocks— the Northern Paeitic and the Union 
Pacific — is it the aim in that contest to make tins same community of interest work 
between the two ultimately — between those who are financing and managing them? — 
A. I am not aware that tlmre has been any contest. There may have been some 
Wall street spei Illation, of wliieh I know nothing; but I am not aware that there 
has been any contest. 

Q. How would yon, as a financier, explain the fact of a single share of Northern 
Pacific stock going up to $1,000 cash?— A. lean only explain it on the ground of 
somebody’s having sold soinethiiig he did not have, and when ho wanted to get it 
hack ho could not get it hack. Other investors have pessihly bought perfectly bona 
fide a supply of stock for their own purposes. (Juuiblers who sold things they did 
not have and tried to get hack what they had not jiossessed, found it was not there. 

Q. Let ns take, a step farther. J >o you know, or is it oven a street rumor, a rumor 
at all, either in the liomloii market or the American market of stocks, that one or 
the other of the parties, the Northern Pacific or the Union Pacific or the Missouri 
Pacific, in its extensions, intends to control two transcoutinontal roads if they can?— 
A. I know nothing about rumors. I nev(‘r listen to rumors ; nor do I know anything 
about one trauscontinental line desiring to control any oth(*r. 

Q. (By Mr. Litciiwax.) Is not the idea prominent in tliis community of interest 
to estaldish a transcontinental line? Is not that one of the main objects of this 
community of interest and cousoliilatioii of interests that has h(*eii going on? — A. 
Not necessarily. The great systems of the connf ry divide themselves into two divi- 
sions— the lines to and those beyond the xMississipjii or Missouri River. 1 do not 
believe that the timik lines, as they are generally calleil, have any desire wliatevcr 
to extend their lines, either by combi nations with other lines or by construction, 
beyond the North and Houtli boundaries. 

Q. Is it not the natuial combination of these two interests, where the freight 
movement is east and west?— A. No. Tliere is always, as fur as I can see, a limit to 
what one system can handle, as 1 believe traffic questions in the different sections 
of the country are different; and 1 am convinced that the heads of large trunk-line 
systems on the one hand and of so-called Pacific, roads or transcontinental roads on 
the other hand are very desirous of keeping apart, and very wise in doing so. For 
instance, the Union Pacific, xvhieh ends at Omaha and Kansas City, farther south, 
has never had any desire to cross the Missouri River or make any combinations 
which extend east of the Missouri River. It has always preferred to have every 
road— every trunk road that came to the Missouri River— come to it on equal terms 
and an equal basis and use its fiicilitics west of the river. The minute you extend 
east of the river you get into a hornet’s nest. 

Q. Your idea is that if they should have a line of their own they would imme- 
diately iuvite the competition which the community of interest has been desirous of 
remedying?— A. It would not invite competition; no. You can not serve too many 
masters. 

Q. (By Mr. Farquhak.) Is it not a natural thing in railroad development and the 
acquisition of railroad properties to acquire oven beyond the zone that you have men- 
tioned, the Missouri River, for instance, where the terminals of the transconti- 
nental lines are; for those who own big trunk lines to the East to extend and have 
under one control the roads beyond the Missouri River to the I’aciiic coast? Let 
me instance the Vanderbilt system; Is it not natural to suppose that the Vanderbilt 
system would now seek, under the stiimilns of Asiatic trade and the Asiatic acqui- 
sitions of this country, to have control all the way from New York to Seattle or San 
Francisco? — A. Railroad problems are my weak jioint. What may be in the minds 
of those who guide the destinies of large railroad systems I do not know, but I 
hardly believe that any intention exists to deviate from the very wise policy of 
having a natural line about the center of the continent— a continental divide— across 
which neither those from the east nor those from the west shall go. 

Q. Now, to carry the inquiry just a step farther, still referring to the community 
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of interest of which you have spoken ao favorably here in the eriualizing of rates, 
giving tins purchaser and shipper, the consumer and the transporter equal rights, 
would it not naturally follow that in seeking that community ot‘ interest it would 
be right and proper for the owners of the great eastern trunk liuca — I said the Vau- 
herbilts, we will say in a measure the Gould system, the Wabash system, the Penn- 
Bjlvama aptem, and even the Southetn ftyatem— would it not bo natural that they 
wo\\\d m t\iat ‘veiy coiumuiiity of iuteroat and the purchase of stocks of 

other companies ultimately the control of a traiiscontiueutal linet— A. l5ot neces- 
sarily and not likely, in iny opinion; but I can only express an opinion. I believo 
that these questions, much as I would like to answer them, when put to me will not 
lead to anything. I can only give vague opinions, which arc not worth anything. 

Q. (lly Mr. JjITCUMAN.) In the combination of these roads through the community 
of interest, what is your opinion in relation to the capitalization, whether it has 
been proper or excessive?— A. I do not believe that tlu're is such a thing as excessive 
capitalization. It may bo to the inexperienced, naked eye ; but if you will take the 
market value of the stocks and bonds of different systems you will find how, finally, 
the actual market value adapts itself in one company to the market value of another 
company whicli may have an entirely different capitalization, hi other words, while 
the “A” road may be capitalized at $.50,000 a mile, and tlu^ ‘‘ 11” road may bo capital- 
ized at only .$25,000 a mile, parallel lines let us say, yon will find the $25,000 capi- 
talization in the market will jirobably sell for just as miu’h as the $50,000 capitali- 
zation. 

Q. You think the market discriminates in over capitalization so-called? — A. The 
investor does. It is just like a natural law that works silently. The market value 
of competing lines exactly adapts itself to the relative level of each other’s capi- 
talization. 

Q. Does not that estimate of value depend somewluit and even largely uj)on hon- 
est accounting on the part of the railroads themselves?— x\. Well, you must always 
assiimo that people are honest. 

How far would you a])provo what is called the system of public accounting nr 
])uhlic examination oif accounts to secure that honesty?— A. 'I'hoso are such large 
problems that 1 would not wish to give au oil-hand reply to (luostiuns touching them. 

• (^1. You see no objection, however, iu having some guarantee that the information 

given of the standing of a railroad shall bo accurate?— A. 1 believe that any dishon- 
est action shonldbe made punishable bylaw. As it is, I believe wo do uot need laws 
so much as we need to have oiu* laws properly enforced. 

Q. Is it not your experience or within your knowledge that there have been 
instances of dividends being declared that wore not earned?— A. With reference to 
the corporations with which I am connected, I know that no dividend has ever h('.en 
declared that has not l)ecu earned. Nor do I know as a fact, if you asked me the 
(luestion, I could not point out a board of directors who have declared dividends 
that have not been earned. 

Q. Do you uot think that it has been done? — A. I believe, in general, directors 
act upon the figures before them. I believe that very generally directors are per- 
fectly honest when they declare dividends. 

Q. How far would you go iu making the responsibility of the director personal for 
any misstatement of that kind?— A. There would be some difficulty in making the 
director personally responsible excejit for gross fiauds, just as you coutd not make 
any oue responsible for any negligimce, excojit gross negligence. 

Q. It is a matter of common notoriety that, in some corporations, what 1 have stated 
has been done; that dividends have been declared that are not earned. Now, where 
these corporations have their stock on sale in the open market and innocent pur- 
chasers buy on the strength of the reports made, ought there not to bo some means 
of protecting these people wlieu these reports are found to have been false f— A. 
Personally, 1 think it very wrong to declare a dividend that has not been actually 
earned, or for which a reserve does not exist. In conservatively managed railroads 
the earnings of one year are never paid out as an entirety. A railroad may earn G 
per cent and declare only 4 per cent, putting 2 per cent aside for a rainy day. I 
shoulci not think it wrong if, in the following year, the railroad earned only 3 per 
cent and appropriated 1 per cent out of the excess from the previous year to keep its 
dividends uniform. Put I would consider it wrong where a railroad company 
declared a dividend and practically had to create new capital to pay it. 

Q. It would also, of course, he wrong for a railroad to declare a dividend one year 
and almost immediately afterward go into the hands of a receiver. — A. Decidedly 
wrong. 

Q. (By Mr, Farquhar.) Practically in Wall street the worth of a stock is its 
earning power, is it not?-- A. Yes. 

Q. That is the financial rule of the street, is it not?— A. That is not only true in 
Wall street, but it is also true all over the world. The value of property is in the first 
instance determined by what it can i)roduce. Every other value given is speculative. 
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If a road does overissue stock on presumptive earnings or extensions or by a vote of 
the board of directors is not that water practically eliminated by the rating that the 
market puts on the stock itself?— A. Almost always. 

(i. Always?— -A. Almost always. 

Q. In other words, do not practically the financiers of Wall street sipieoze the 
water out of the fictitious stock?— A. I do not know what you mean by the financiers 
of Wall street. 

Q. I mean those who handle the finances of the road— all the railroad stocks and 
shares of the country.— A. 1 believe, as a rule, there are a very few companies or 
lioards of directors that can increase their capital stock without a vote of the stock- 
holders. So, if as you say, the stock is unjustly increased it is done by the owners 
of the property and not by the boards of directors. 

Q. The point is this, that in the main the owners of largo blocks of shares of a 
road can control all the lesser stockholders, and usually do. — A. Not as a rule. 

As a rule, is it not a fact that the motixes and purposes of the road and the ex- 
tending of its stock is controlled by the strong shareholders?— A. I believe every 
intelligent shareholder nowadays acts indo])endontly, and if anything is proposed by 
what you call the larger shareholders that is not approved by the smaller share- 
holders, they make themselves very readily and very forcibly heard. 

Q. (By Mr. Litchman.) What is your opinion of stock dividends? — A. As a gen- 
eral proposition I do not believe that stock dividends are advisable, but there may 
be exceptions to this if the stock dividend represents cash value or earnings actually 
retained in the course of years from the shareholders. For instance, if a road in the 
course of 10 years has earned an average of 8 per cent per annum, which in 10 years 
would be 80 per cent, and has paid its stockholders at the rate of 4 per cent per 
annum which would be 40 per cent, and for some reason has k(‘pt the remainder as 
a reserve, and acquired new property with it, I can see no good reason why the 
shareholder should not have ajust claim for that cash which has been retained from 
him, in some form, either in cash or now stock. 

Q. In the case of new stock it becomes a perpetual burden on the public, does it 
not? — A. It does not involve a perpetual burden. If you or 1 take our money to day 
and build a railroad and for that investment issue stock 

Q. (Interrupting.) But the laws of the difieront States restrict the building of' 
railroad.s, and special privileges are thereb;\ conferred upon the railroails already in 
e.xistenco, are they not?— A. That does not exactly meet the case. For instance, if 
I own to-day a line of road from New York to Albany, an<l want to build a branch, 
say, from Albany to Saratoga, and if, instead of is.suingnew cajiital, I take my earn- 
ings or the earnings of the sharoholders of the comiiauy to buihl that now road 
with, I should be justified, after that road is completed, in returning to the share- 
holders their money which has been used for uew capital in the form of new shares. 

Q. That is true. Now, supposing the road from Now York to Albany is alrcsady 
built and the road from Albany to Saratoga is already built, and each has been capi- 
talized to a fair capitalization on the cost of building; if yon combine those two 
roads and add as much more stock, so that the stock (»f the combined two roads is 
double what it was originally, would you consider that a just proposition to the 
public? — A. It all depends. It is impossible to answer the question, because so 
many questions of value enter into it. I could not answer oft'hand except as a gen- 
eral proposition. 

Q. How far ought there to be a return to the public at large (from whom the fran- 
chise comes) in the shape of lowering the passenger rate and the freight rate?— A. 
So far as I understand it, transportation rates in general will adapt themselves, also 
by a natural law, to the prevailing rate of interest. If other investments, on an 
average, return 4 per cent, railroad capital actually spent, through some silently 
working law, can not ho made to return more than 4 per cent, no matter what you 
do to force it. When railroads had to pay 7 per cent and 8 per cent 20 or 30 years 
ago for their capital, freight rates were more than double what they are now. Now, 
where railroads have to pay 3i per cent and 4 per cent and 4^ per cent for their 
capital, freight rates are about one-half. 

Q. Tnere has not been much change in passenger rates. — A. Yes, there has; they 
have been changed very materially. 

Q. It may be on long hauls, but not very much, say from New York to Buifalo, in 
many years. — A. I know very little about railroad matters, but so far as I know 
passenger rates, per mile, have gone down just about one-half. 

Q. The State of New York fixes on the Now York Central Railroad a maximum 
rate of 2 cents. That is a part of its charter.— A. Yes. 

Q. The point is this: If by over-capitalization the New York Central Railroad 
doubles its capital, of course it may only pay a 4 per cent dividend or a 6 per cent 
or a 6 per cent dividend on the double capital; yet if it was required to restrict its 
payment on the single amount of capital it might result, might it not, in the reduc- 
tion of the passenger rate as well as the freight rate?— A. Not likely. If the State 
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of New York permits the New York Central, as it does, to oliarge 2 rents, naturally 
it is the tendency of the railroad to maintain the rate at 2 cents as long as it can. 
But in fact, it does not. The New York Central transports passengers to-day at 
considerably less than 2 cents per mile. 

Q. (By Mr. Kennedy.) I would like to ask yon if there is any probability or 
danger of this community of interest in railroads running into ii.dustrial combina- 
tions, such, for instance, as the United States Steel Corporation, and that company 
or corporation receiving favors on account of this community of interest which 
would be detrimental to the independent iron and steel manufacturers?— A. Person- 
ally I have no expcrion<‘-e in industrial finauces. My firm has not occupied itself 
with them, and I can give you very little information. 

Q. (By Mr. Kiim.ey.) Did not your firm underwrite a part of the securities issm^d 
for the United States Steel Corporation, for the American Bridge Company, the 
National Tube Company, and others ?~A. Community of interest exists among bank- 
ers too. Bankers as a rule are very good neighbors, and wo meet each other and 
combine capital when wo have large iiuancial transactions— larger than our resounies 
can handle; we ask others to unite their resources with ours to handle a given con- 
cern under our management 'Phat is what is gcmwally tc^rmed a syndicate, and 
such exist very generally. Now, while my firm, as I said Ixdore, as a rule does not 
occupy itself with industrial linaiKUim that does not exclude it from leaking an inter- 
e.st in the financing of industrial undertakings, wlien the financing is managed by 
others. Your question is perfectly well understood. If largo bankers who financed 
the undertakings which you have named invited our linn, we no doubt to a very 
moderate amount accepted the invitation, but we had nothing to do with the details 
or the management. 

(). Did you know of the principle on which the United States Steel Corporation 
was financed, or did you seethe statement res]»ectiug the basis of that capitalization 
which Mr. Schwab made before this commission f—.\. I read Mr. Schwab’s state- 
ment very hastily and the comments on it, but 1 do not know anything of the details 
of the financing. 

Q. You said some time ago that the capitalization of a road is .at once seen in the 
price of the securities. Is it not, however, recognized among bankers that ^on can 
sometimes double the amountof securities without thereby cutting the price m half? 
Will not investors sometimes iiay a little more than half in the caseof cajiitalization 
doubled? — A. Very exceptionally. There may bo instances. Human minds differ, 
and you may for some reason believe that there are jiossibilities and ])robabilities in 
a certain com}»any, from which opinion I may differ; but that means speculation, 
and that has nothing to do with the real value. Hence the real value always finds 
its Just level, as water finds its le,v<d. 

Q. I was referring ])articularly to the case of the Chicago and Alton road.' Your 
firm financed the capitalization of that road a few years ago?— A. It did not. The 
Chicago and Alton w.as simply a readjustment. It was not a reorganizati<m, but a 
readjustment. It was an old-fashioned organiz.ation which had become so heavy 
that it was impossible to move it to expand the possibilities of the road, and the 
stockholders simply got together and decided they would readjust the finances of 
the company. 

Q. Your firm had to do with the readjustment? — A. Our firm wore large stock- 
holders. 

Q. What was the amount of capital of that road before and after the readjust- 
ment?— A. I can not give you those figures. I can only give you the facts showing 
that, independently of the large capitalization, the charges for dividends and interest 
in the new corporation do not vary, I believe, 5 per ceut from the charges and divi- 
dends of the old corporation. 

Q. The capital was increased, was it not, from something like $.30,000,000 to some- 
thing over $100,000,000, includiug stock aud bonds?— A. I am not aware of that. 

Q. I wish you could recall the figures in that case— I mean a]>proximately— simply 
to servo jis an illustration of this principle you have mentioned?— A. What I can 
very clearly romemher is that under the old liuaucing the charges for dividends and 
interest were something like $2,600,000, I believe, and under the new scheme of 
iinances which the stockholders adopted they were something like $2,700,000, not- 
withstanding the fact that something like $10,000,000 new money had come into 
the road. 

Q. The total values of stock and bonds was verjr largely increased, was it not? — 
A. They were increased, but the dividends which lor 80 years had been at 7 per cent 
were reduced to 4 per cent, which is nearly a cutting in half. 

Q. The point I wanted to bring out was whether there was any increase in the 
burden on the public which they had to make up in rates by reason of this large 
increase of stocks aud bonds? — A. I think thatpointi have very definitely answered 
by tellingyou that the Chicagoand Alton Company, which paid, under the old arrange- 
ment for very unsatisfactory service to the public, something like $2,600,000 to its 


• Compare iegtiraony of Mr. T. F. Woodlock, p. 458. 
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bond and share holders, to-day for very much more efficient service, brought about 
by putting something like $10,000,000 into the company, pays perhaps $2,700,000. 

c;. It pays 4 per cent now instead of 7 per cent as formerly?— A. Yes. 

Q. Js there not a constant tem]>tatiou to inoreaso that rate of dividend from 4 per 
cent up to 6 per cent ; in other words, to regard 6 per cent as a normal return on that 
capital? — A. There is no more temptation to increase from 4 to G than existed before 
to increase the old dividend from 7 to 10. 

Q. Might it not excite public comment very much more largely to increase the 
rate of dividend from 7 to 10 than to increase it from 4 to .5, or from 4 to 6? — A. Not 
necessarily. 

Q. In the case of the acquisition of the securities of one road by another, is there 
over danger that that purchase may he made at a higli liguro, which is for the time 
speculative perhaps, and that that may he afterwards fixed in the capitalization of 
the two roads exactly as Mr. latt-binan suggested in his question ?--A. That depends 
upon the good judgment of railroad managers. The fact is that where the acquisi- 
tions have been made during the jiast year or two they have been made on much 
lower llgiires than now e\i.Mt, hecanse railroad managers liave been farsighted. 

(J. Was there not a statement made sesterday officially that the remaining 
$60,000,0(X) of bonds of the Union Uacilic road out of the $100,000,000 authorized 
were to bo issued? — A. I saw some such statement in the morning papers. 

Q. The statement was likewise made th.at that issue was to secure the purchase 
of stock in the Northern Pacific road by the Union Pacilic interests. Have yon any 
knowledge as to that I— A. I believe such a statement was made in the papers. 

Q. Have you any knowledge conceniiug it? Your firm was concerned iu the opera- 
tion, was it not? — A. Will yon repeat the question? 

Q. I say liaveyou any knowledge eoncerumgthat matter? Arethoro any statements 
which you are willing to make? The point 1 wish to bring out is as to whether in 
the case of the purchase of stock ot one road hy another that juirchaso may be made 
at perhaps a teiiijiorarily excessive lignro and afterwards lixed in the capitalization 
of the road. To apply it to this particular case, suppose tbsit $60,000,000 worth of 

bonds of the Uiiimi Pacific road A. (Intorniptiiig.) Lot me interrupt yon. 

That is a leading (inestiou, which I ]irofer not to iinsw'cr. 

Q. (By Mr. FAH<iUiiAU.) (hnild you give us a general idea about the proportionate 
amount of American securities that are held in Eiiropi' and iu this country? — A. It 
is very difficult. Nobody can ostiniato that jiroportion corrci tly. To attempt to do 
it V ould be merely a gties^’. I believe that to daj the amoiiiit of American securities 
held iu Europe IS extremely small; and the greatest protection to the wellare and 
prosperity of this country that <’an exist, the great strength of the country, lies iu 
the tact that to-day Europe holds very few of oiir railroad securities. 

Q. Intho.se groat transactions which occurred a few weeks ago in Wall street, 
where your clearing house made returns of over $60(),(X)0,00() a day, is it a fact known 
in tinaiicial circles that the parties to those great transactions had all the capital 
and money hack of them to sustain and hold the stocks even at the groat rises that 
Avero niailo?— A. Wall .street in the sense in which yon no doubt nieau it-- the stock 
excliauge—is something entirely ditierent from wh.it wi* should term the banking 
business. Lar^e hanking houses have only to do with Wall street iu so far as it 
represents a ..larket for securities. If my him or any other largo firm wishes to buy 
stock, it has to go into the stock exchange, or Wall street as you term it, to buy it; 
but that is the end of it. 8])Cculation is something difieient. Wo pay for the stocks 
and bonds we buy and use them for the purpose for which we want them. The 
enormous rise in values which has lately taken place has to a great extent been the 
result of market speculation. People got insane and went into what is jiopularly 
termed Wall street and bought on margins, ami naturally something had to occur, 
as it always does, to bring down these unreasonably inllated prices, and it did occur. 

Q. Is it not a fact that, even with the great rise in stocks, raiipiiig from 5 up to 
40 and 50 points, there wa-s AniBrieain money back of that rise to sustain and hold 
them, and that American we.altb and money liaek of it kept Wall street from a 
Black Friday during this last 3 weeks?— A. I do not know what you would call a 
Black Friday. 

Q. Because there was no money hack of the Black Friday it went down.— A. 
American money and American wealth and prosperity keep and will keep prices to 
their inherent natural level. Legitimate capital and legitimate prosperity can not 
and never will be used to build up a level of prices which is not justitied. 

Q. I am very glad you made that answer. I would like to hear you, if it were not 
quite late now, on two questions — first of all, the banker’s profit and the men who 
are the conservators of American capital and speculation, wherein the safety of even 
the purchaser of stocks consists in the fact that the American banker, even in the 
same panic that took hold of Wall street a few years ago, came to their aid with 
millions and held the market and kept stock owners from ruin. — A. The American 
hanker did not come to the aid of the speculator or help the market, as you call it. 
The American hanker saved, as he always has done and always will do, the legiti- 
mate owners of securities from boiug compelled to sacrifice them at any price. 
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Q. Yon have had a long experienco in banking, and especially yonr firm here, and 
a great experience in foreign exchange and the balances in respect to gold, etc. Is 
it in)t astonishing to yon to see the ainoimt of American wealth and American money 
far over and beyond the 21 billions of circulating medium that in the last 21 years 
have come in through industrials and through railroads and through g(!noral stock 
investments f Where has all this capital been for the last 10 years!— A. That capi- 
tal has been partly in the earth~;>old and silver that has been taken out. Partly it 
has been created by the creation ol wealth. Wealth when created nuist have sonu'- 
thing to represent it. What does represent it is the bank not('. The bank note or 
ihc paper cuiTcncy simply mobilizes immobilized wealth. It is for this reason that 
government circulation, in my opinion, is unjustified, for government does not pro- 
duce anything, and should therefore not bo the maker of the vehicle of wealth cir- 
culation. The makers of the vehicle of wealth circnlatiou — currency — ought to be 
those who represent the producers ot wealth— the banks. 

Q. (Hy Mr. Kknnkdy.) Are yon a believer in and an advocate of gnvommont 
ownership oi‘ railroads and telegraph lines? — A. I do not think that our Government 
is ada}»tcd to any centralization of power such as would In* neco.ssary to the owiior- 
sliip of the railroads; but that is simiily a personal opinion and of no valne. 

Q. (Hy Mr. Tomi’KINS.) In what way would you suggest they should be con- 
trolled? Now that power is growing daily to lie more and more in a lew hands, in 
what way would you suggest that those utilitii's be controlled for the benefit of the 
jieople? Is it better that tliex should be in a low hands tlian under Government 
control?— A. I believe that the silent laws of nature are better correctives than any 
written laws can ever bi'conie; but it is tlu^ right of government, and es])ccially of 
a government by the ])eople, to legitimately regulate those concerns that exist as 
its servants. 

Q, Do you think it would bo desirable for the Government to undertake a control 
of the railroads similar to that it now exercises over the banks?— A. 1 have not 
given this matter sufiicient thought to answer that question. 

G. (lly Senator Kyik.) One of the best laws known 1o economies and most bon- 
olicial to the public is the law of competition. Do yon think the law of competition 
is going to bo preserved? — A. Umlonbtcdly. Capital is becoming so strong and so 
easily obtained that the moment compensation for any service is demanded at a rate 
in ('xcesH of that at which it can lx* produced, conqmtition will set in. 

G. Suppose the transcontinental roads weie to bo consolidated; it is quite an 
enterprise to build a parallel lino to preserve cmnpctition?— A. If the transconti- 
nental lines were (‘ver to bo consolidated, which T very much doubt wull ever happen 
in this generation (I do not know what will happen in the next), it would he the 
most certain way of immediately bringing about tlie construction of another line. 

Q. (By Mr. Claukk.) In yonr own opinion, is wealth being consolidated in a few 
hands, or is there constantly a larger distribution of wealth with the increase of 
wealth?— A. I believe that to-day there niv, more wealthy people in proportion to 
population than there have ever before been in the history of this country. 

G. Do you anticipate that the consoliilation of companies or the establishment 
of communities of interest will tend to concentrate wealth, or will have the opposite 
effect?— A. I believe that the condition of alfairs as it now exists will contribute to 
a larger distribution of wealth than has over before ('xisted. 

(Testimony closed.) 


Washington, D. C., June 1~>, WO I, 

TESTIMONY OF MR. U. N. BETHEL!,’ 

(ieneral Mana<fir Nm York Telephone Company. 

The commission mot at 11.02 a. m., Vice-Chairman Phillips presiding. At that 
time Mr. U, N. Bethell, general manager New York Telephone Company, 15 Dey 
street, New York, appeared as a witness, and, being duly sworn, testifiml ns follows; 

Q. (By Mr. Phillips.) Will yon give yonr name and address?— A. U. N. Bethell; 
15 Dey street, New York. 

Q. What is yonr present position?— A. General manager of the Now York Tele- 
phone C-ompany. 

Q. What business wore you engaged in before yon took this position?— A. For a 
time I was a Government clerk in Washington, and at the same time a law student. 
Soon after my admission to the bar I went into the telephone business, first in the 
legal and financial departments and later in the operating dopartment.. 

Q. How long have you been connected with this telephone business?— A. Since 
about 1889. 


'See alsf) for various statements criticised by this witness the testimony ot Mr. Parsons, op. 173-179; 
also supplementary statement of Mr. Parsons in this volume, post. 
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Q. Now, I have no doubt that yon came prepared to make a statement in regard 
to the telephone business, and the commission would be pleased to have you proceed 
iu your own way to make such a statemcnt.—A. I shall first tell you briefly of the 
dovelopinent of the telephone industry in New York City, the rates that are charged, 
the principles embodied in the rate plans, and something of the profits involved in 
the business; and then, if time permit and the commission desire, I shall give yon 
some facts relative to the telepfiono industry in foreign countries; confining myself 
chiefly to the European countries, first, those where there is government or municipal 
ownership, and then those where the business is conducted by private entei’prise. 

First, as to New York: The New York telephone system is now by far the largest 
in the world, and represents the greatest per capita development among cities of 
1,(X)0,000 or more in the world. The growth in recent years has been exceedingly 
rapid, and the number of stations in the system now amounts to more than (>2,fi0(). 
In speaking of Now York it may be proper to say that I shall use the words ‘^New 
York to mean that portion of Now York City as now constituted, comprising the 
boroughs of Manhattan and the Jlronx, That is ohl New York City, which is gen- 
erally known as Now Vork to day. The New York company covers a nuich larger 
territory than New York (hty, but I wish, for the sake of clearness, to speak first of 
the conditions in New York City, because that will show yon th(^ conditions in a 
great city, 'fhe telephone business was begun there practically in 1S78, and the 
period from that time to the present may bo clivided into two parts, tlie early period 
running from 1878 to 1894. At the end of the eaily ])eriod, 10 years, there was a 
total of about 11,000 stations, and during the later period, from 1894 to the present 
time, 7 years, there was a gain of 51,000. I do not Avish to give the impression that 
the gain during that early period of the development of the telephone industry in 
New York City did not compare favorably with developments in other parts of the 
world; I think it did. But 1 wish, by presenting these ligures, to show you graph- 
ically what a tremendous develoiiment has occurred in the last few years, and that 
statements made about the telephone industry a few years ago arc not at all to bo 
relied upon at the present time. 

Q. (By Mr. Litchman.) Whore you speak of stations, you speak of places where 
the telephone is installed, do you?— A. I speak of (lie station as a telephone 
installed— that is, a sot of instruments from which one may talk to another person, 
using a similar set of iustrumentH at another place. Now, this growth has been 
exceedingly rapid during the lust 8 years, the gum during that time being more than 
37,5(X); and during the last 2 months the gain averaged almost 2,tX)0 a month. A 
verv conservative estimate of the conditions in New York at the end of this year 
will perhaps place the number of stations at over 72,0(K), probably nearer 75,000. 
Now, it is interesting to note the causes of this rapid, unparalleled develo])mcnt. 
First of the causes, 1 should say, is efiicient service; and then a growing recogni- 
tion of the utility of the telephone in conducting various commercial and social 
transactious ; and, chief of all, the rates, including the principle that is embodied in 
the rate plans, and the actual reductions in rato.s that have been made. 

In speaking of the efiicient service, I will briefiy outline what has been done in the 
way of providing plant from time to time, 'fho policy of the company has been 
to adopt improvements whenever their Avorth has been demoustrated, practically 
regardless of cost. As illustrating this, I would say that during the earlier years, 
in New York as elsewhere, all wires Averc overhead, and single Avires Avere used. That 
is, earth was used as a part of the circuit. The NeAv York Telephone Company had 
a very extensive overhead plant. In the development of the art it was found that 
the proper thing for best service was a metallic circuit; that is, two wires connect- 
ing each station to the central office. Without such construction it would bo almost 
impossible to haudle long-distance traffic, and every station in New York for several 
years has been so connected and so equipped and so maintained that talking from it 
could be successfully carried on to the most remote points; so that the subscriber 
in his residence and the small shopkeeper talk to remote points with just as much 
facility and ease as a hanker or broker or the largest snbscriher in the system. 
New York was among the first to undertake this great work, and for many years has 
had an exclusively metallic-circnit system. When 1 speak of conditions in Europe I 
shall show that in a great many places overhead single wires are still in use; thus 
showing the continuance of methods in some larger European cities AA-hich we negan 
to abandon iu New York away back iu the eighties, and completely abandoned many 
years ago. This great change in the method of working involved a reconstruction of 
the entire plant, covering a number of years — from 1887, approximately, to 1893. The 
overhead lines were sacrificed, the poles were cut down, and the wires were sold for 
junk. Iron wires actually brought nothing. We may say the whole line plant was 
throAvn away, and this plant represented on the books an amount perhaps in excess 
of $1,500,000. T^o underground cables that Avere first put iu to replace the overhead 
wires, the tyiies adopted being new and untried, were, many of them, faiil^, and 
worked unsatisfactorily. That was a very expensive experiment, before satisfactory 
cables were olitained. A large switchboard at one of tno company’s central offices 
had just been completed at a cost of $180, (KK), for single-wire working. Through 
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this change in the art it was necessary to modify it at an additional cost of $80,000 
before it could be used for metallic-circuit working. I only mention these facts to 
illustrate with what rapidity the changes in the art have taken place, and to what 
great expense telephone companies are required to go in a great city if they keep pace 
with the development. In the past 12 years some of the company’s exchanges have 
been reconstructed three times. What we now view as the most importnnt change 
was the introduction of the common- battery system about 3 years ago. That required 
the substitution of an entirely new equipment at all of the*^ central offices and at all 
stations to put the system on an up-to-date plan of working. Now, in order to do 
that, the company abandoned a ])laut, that is, a central office and station plant that 
was perhaps sufficient to serve a system of 30,000 stations. This work has been of 
such magnitude that 3 years have been consumed in carrying it out. The final work 
is nearing completion, and before September the Manhattan system will be working 
on the new basis. Another thing that I wish to mention in passing is, that the 
gain in 3 years of 37,500 stations does not mean fis much, taken as a single fact, 
as when you connect that gain with the fact that to make it, it has been neces- 
sary to connect about 62,500 stations, the difterence between the two, or about 
25,6(X), being disconnected through people going olT. The net gain was 37,500 in the 
3 years. Very recently a liuropean expert wrote that New York has not only the 
largest, but technically tlm best, system in the world. 

Now I (‘.omo to speak of rates, and I shall divide the period b(dween the coin- 
nuMicement of the business and the present time, for our convenience, into two 
periods, substantially the same as those mentioned when I was speaking of the 
growth. 

Q. (By Mr. Tauquiiar.) When you abandoue<l thesystem there, did you adopt the 
conduit for all your wires?— A. Yes. 

Q. All over the system of Now York A. What system? 

Q. That is, the system of the sunk wire.— A. Umlerground? 

Q. Yes.— A. Oh, yes. 

Q. Is that system all over the Manhattan and Bronx i?— A. Not over all the Man- 
hattan and Bronx. That is all over Manhattan, and a very largo part of the work 
is underground in the Bronx. When it was decideil to change from an overhead to 
an underground system, laws were enacted by the State legislature proscribing the 
methods that should be followed. First, naturally, the densely populated, tele- 
phonically speaking, parts of the city whuo to bo dealt with, and as rajiidly as jiossiblo 
the work was to be extended to all parts of the city. At the present time there is 
not a pole line in Manhattan, outside ol' a very siuali section north of One hundred 
and tliirtieth or One hundred and fortieth streets, excepting one main trunk line 
used for long-distance wires. 

Q. Was this provision that was made by legislation made only for yonrown wires 
or were there any municipal wires pluced'in your conduit?— A. Municipal wires? 

Q. Yes.— A. The legislation provided for the building of subways for all wires; but 
wires bearing low-tension and high-tension curronts wore not ])ut in the same sub- 
ways or on the same side of tlie street. 

Q. Can you give the commission any idea how much it cost your company to make 
that change by throwing away the old system ? You said a million and a half in 
one case, but in the installation of the new system how much was the cost of that? — 
A. Well, I do not believe (hat from memory I could se])arato that figure from the 
rest of the accounts, but perhaps I may be able to give you a clearer idea when T 
come to talk of the profits of the business. 

Q. (By Mr. Litciiman.) Are those conduits established by your own company?— 
A. No; those subways were constructed and owned by a sejiarato company. 

Q. Under a franchise from the city?— A. It was pursuant to the act of the State 
legislature. 

Q. Well, the city would have to grant the right of location, would it not?— A. Oh, 
yes; there was a board of electrical commissioners jqjpointed under whose super 
vision the work was carried out. The functions of the hoard afterAvards passed to 
other officials and are now lodged in a commissioner. 

Q. (By Mr. Farqxuiau.) This commission was to form a subway system for the 
city of New York for all wires, was it not?— A. Yes. The work of the commission, 
as I remember it, as outlined in the several acts passed, was to invite the submission 
of plans and to adopt some general comprehensive scheme for transforming as 
rapidly as possible the overhead into an underground system. 

(By Mr. Litchman.) I would like to know something about this particular 
corporation which controls the conduits or subways.— A. 1 am not connected with 
that company in any way, and the information I have given you is simply through 
a knowledge of tho law, whicli is open to anyone. 

Q. (By Mr. PiiiLurs.) Are the offieesof the one company connected with the other 
company?— A. Some individuals are officers in both companies. 

Q. (By Mr. Farquhar.) Is the subway company a separate corporation from 
the telephone company ?— A. Yes. 

Q. Totally separate?— A. Yes, There are two distinct corporations. Tho aft'airs 
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of the two concerns are conducted septarately. There is a financial or stock interest 
between the two. Ah fully as I can state it, the relation is shown by these facts : It 
became necessary to bury the wires, hecimse of their great number and also because 
there was a widespread poi>ular (lissatisfaction with the conditions, the streets being 
full of poles carrying all kinds of wires belonging to various companies. It was 
desired to provide a general plan for all wire users. But burying wires was a new 
experiment, and capital hesitated; it did not want to go into it, and the people con- 
nected with the telephone industry put up most of the ca;pital, as I understand it, 
and made it possible to carry out a general and comprehensive plan of putting the 
wires underground. 'I’here was nothing in the entire transaction that was not in 
every way creditable to the telephone interests. 

Q. Then it was a corporation formed to work in harmony with the Bell Telephone 
Company ?— A. They have worked harmoniously, and the public has not suffered 
because of that, but, on the contrary, has benefited largely by it. Some of the other 
occupants of the subways may also have been interested, but to what extent, if any, 
I do not know. 

Q. What other occupants of the subways are there?— A. Com])anie8 operating tel- 
egraph lines and electric lines of \ arious sorts. 

Q. (By Mr. Phillips.) Electric lighting?— A. Electric-lighting wires carrying 
high-tension currents are in an entirely different subway system. 

Q. (By Mr. Litcuman.) An electric-light wire, 1 understand, carries too high a 
voltage?— A. Thev generally carry too high a voltage to occupy the same subway 
with telephone wires. 

Q. (By Mr. EAU'iUiiAR.) Are not municipal wires put through the same subway?— 
A. The fire depiirtraent aud police department wires are in the same subways. 

Q. Was there anything in the charter of tlie subw.ay company providing that any 
competing company might have tlie right to luy wires?— A. The subways are o])on 
to all on e(|ual terms under general laws, 'fherc is nothing exclusive about it. 

Q. Proceed in your own way. — A. I was ;ihout to speak conceiniug rates. Now, 
during this early ])eriod, when single wires were used, the rales weie all flat. By 
flat pates 1 mean that all suhscrilx'rs having the same general character of eiiuipmout 
paid the same amount, whether they used the .service much or little. In the early 
times, the businos.s was commenced by renting the telephoiu', and the idea of renting 
telephone having once gained a fooling remained for a long time. When the business 
grew and became large, that idea was lejilaced by another idea— ^tho correct ono — that 
the company's business was to render a. public service, not to lent a telephone. Dur- 
ing the very early dav s, the fiat rates ranged from f|=fi0 to $150 a year for single- wire 
service, and later, when motallic-circnit service was introduced, they ranged from 
$120 to $240 a year. There never was a time when all Now York subscribers paid $240 
a year. There were lowi r rales; tor cvaiuplc, $180 lor residence service, $150 for 
party lines, $144 for a second line, and v.arione other rates ; hut the business fiat rate 
was $240. That being the rate most generally used becami'- known as the New York 
rate; and eveu at the jneseiit time some students of telephone matters will speak of 
the New York rate as being $240 a year. Tliis is especially true, I may say, of maga- 
zine aud newspaper writers outside of New York City who have not kept posted as 
to the changes that have occurred. 

The great growth which I have spokeu of commeiiccd in 1804, and it was in that 
year thatitlie New York company adopted an entirely difioront plan of charging for 
telephone service in New York City. We call it the message r.ate ])lan, because the 
message, instead of the station, is taken .as the basic unit in making the rate. It is 
a very simple plan. The subscriber pays for the service rendered in his particular 
case. There is a minimum charge, for whi< h the subsenber may send a stated num- 
ber of messages, with additional charges for additional messages, the amount per 
message decreasing as the nmnberof messages increasi's. Piactically, the wholesale 
principle that apjilies in ordinary business transactions is anjiAed. The rates in Now 
York now range from •‘124 a year up for exchange service. There are other lower rates 
for supplemental stations as low as $8 and $12 a year ; but for the primary couucctioii, 
by which the subscriber jiuts himself in relation with the other subscribers in the 
system, the lowest rate is $24 ]M;r year. 

Q. Is there any conipetititm in the city ?— A. There never has been any competition 
in New York City. In Manhattan, where there are about li0,000 stations, the rate 
ranges from $60 a year up ; that is to say, for $60 a year the subscriber has the right 
to send 600 messages to any and all parts of Manhattan. 

Q. (By Mr. Farquhar.) Will you state what tliis $8 rate is— what the subscriber 
is entitled to!— A. In just a moment. There is no maximum rate; but the charges 
for additional messages ranging from 6 cents down to 3 cents are so arranged that 
the traffic-carrying capacity of a line in New York practically limits the total rate in 
most oases to approximately $240 per year. It would be fair to say, therefore, that, 
excluding exceptional cases, the rates in Manhattan range from ^ to $240 a year, 
according to the amount of service that each man receives. There are other rates 
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for special conditions. For instance, there may be a demand for a particular kind 
of service in a particular place. Take Harlem. Harlem is a city within a city. It 
has its own theaters, newspapers, hankin*^ institutions, and everything that goes to 
make up a city— a very largo city, too. There is considerable local sentiment. It is 
center iot a large number of people whose transactions are within Harlem. In our 
constant endeavor to give the public every rate that they may possibly ask for, we 
have introduced a rate in Harlem under which the subscriber ]>ays 5 cents for a 
Harlem message and 10 cents for a message to any other part of Manhattan or the 
Bronx, guaranteeing only $3.25 a mouth, or $39 a year Irom the combined business. 
'Phis message-rate plan has been worked out also in a way peculiarly adaptable to 
large business concerns. In the old times when a large business house would try to 
transact its business over one telephone, the result was that the telephones were con- 
stantly reported ''busy,” traffic was impeded, and the service was bad. A man will 
give precedence to the message that he wants to send, over the message that somebody 
else wants to send to him. By trying to do the business over one line many subscrib- 
ers practically close their doors to would-be customers or people who want to trans- 
act business with them Now, to obviate this, we Avorked out, in connection with 
the message-rate plan, a schemo under which a small switch board is located on the 
subscribers’ premises, ami in the various parts of his building, wherever he may 
desire them, telephones are located. The rate for these tele])houe8 is $12 a year 
each. This local switch board is in turn connected with the general s.vstem by trunk 
linos running to the nearest central office. These trunk linos are paid for at the rate 
of $36 a y<uir. 'fho subscriber guarantoos 3,600 messages a year, and may send all of 
the messages that he pleases for 3 cents each, or $3 a hundred, which, considering 
that you have the message and the reply, is actually cheaper than postage. This 
has proved tremendously popular among the larger merchants and great institutions, 
newspapers and banks, and with the steamship com])anie8 and railroad com])anie8. 
At the present time the (uimpany is operating more than I,2(K) such private branch 
exchanges. 

Q. (By Mr. C. .1. Harkih.) How many telephones would be oji some of these 
oxchang(58? How liigh would be the largest numixu ?— A. They run from 2, 3, or 4 
uj) to 180. Now, in that connection I will take up your question about the $8 rate. 
I said there wore rates as low as $8 to $12 for 8U]>plcmontal sta lions. In hotels the 
rates for stations in conueotioii with the private brunch exchange are from $8 to $12 
per year iicr station. 'I'herc is anotlnu* class of business, called interior service, even 
at lower rates, which I will speak of later on. To this message-rate s> stem, or this 
plan of charging for what you g<'t, I attribute largely the remarkable growth that 
has occurred in leccnt years. 

(J. Is there no trouble in keeping couutof tluwiumber of messagessentf — A. There 
is always trouble in all kinds of business, but it is not insurmountable. As to the 
fairness of the principle, the (im^stion was carefully considered by a committee of 
the New York legislature some time ago, and it reported as follows: “With a fair 
minimum rate as an etpiivalent for the jmsscssion and right to use the telephone, and 
a reasonable scale of prices for connections, if used, the toll system seems to have 
for both customer and company marked advantages over the Hat rate.’’ This whole 
subject was taken up by an English Parliamentary committee, and I will read you an 
extract from the Blue Book later. The ])lau lias also been adopted by the German and 
Danish parliaments and recommended by the management of the Amsterdam munici- 
pal telephone undertaking, but not adopted. I shall give you the particulars of that 
when I come to speak of Amsterdam. It has been adopted also by the Governraoiit 
in 8wit/erland, and in Stockholm it has been followed by the privale company, and 
the private company has far outstripped the Government in comi>otition, which has 
offered Hat rates only. But this message-rate principle has bemi more generally 
adopted in the United States than anywhere else in the world, and, so far as results 
are concerned, in the way of development of the telephone industry the conditions 
are more satisfactory in the United States than elsewhere. 

Q. (Bv Mr. FARciUiiAU.) Would it trouble you just here to explain the uufairnosB 
of the Hat system in c.omparison with the ine.ssagt^ systoml— A. Inasmuch as I do 
that incidentally to the iiresentation of these several reports of foreign governments, 
I would like to leave that until later. In a system where you have a flat rate, 
you can only compare that rate, other conditions being equal, with the average rate in 
a system where you have a graduated scale of rates. On the tirst of this year tho 
average rate in tho city of Noav York was $87.62; now it is safo to say that it is ^5. 
This includes all stations, even the $210 Hat-rato stations, except pay stations, of 
which there are about 4,000 iu Manhattan. The rate is 10 cents for a message from 
any one of those stations to any part of Manhattan, of which 8 cents goes to the 
company. 

There is great luisapiuehonsion about this $240 Hat rate, as 1 intimated before. 
When tho new rates were inlToduced the subscribers went very rapidly from the $240 
class over to the new rates, bocauso they could save money by it and get all the 
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service they wanted for a much loss sum of money. The company never abolished 
it, but the public has practically abandoned it. At the present time, at this rate, 
there are less than 1,400 stations out of a total of 62,6(X), or less than per cent, so 
that it becomes practically a negligible quantity. I take it that the rapid develop- 
ment of the telephone business in New York City shows tolerably clearly tWt the 
rates and service .are g(uiorally satisfactory to the public. Those rates and the 
service furnished have attracted a larger degree of the public patronage than has 
been attracted by any other telephone company, whether operated by government, 
municipal, or private enterprise, in any other city of the same class in the whole 
world. 

Another very significant fact is the absence of any general demand for a revision 
or reduction of rates. Some years ago when the Hat-rate system was in vogue, a 
number of gentlemen (with the very best of motives but with a great deal of mis- 
information) went year after year to the New York legislature seeking some sort 
of relief from the burdens which they felt the public was carrying. They urged bills 
under ditforeut names and titles year after year, but all of those were so framed as 
to perpetuate the old Hat-rate principle. 1 do not care to thrash out that old straw, 
oxc<q)t to say tliat, during the l.ist 2 or H years, the conditions have changed so 
entirely that no business association from New York and no individual subscriber, 
so far as I know, has gone to the legislature to ask legislation of any sort on the 
telephone (question. Formerly a number of important commercial bodies in New 
York interested themselves in the question, ami ivo sat down with them and talked 
tlie inatt(ir over in a plain, common-sense, busim'ss-like way. Finding that wo were 
solving a very difticult problem as rapidly as it could be solved, they concluded to 
leave the matter in our hands; and I think it jmrfectly fair to say that now many 
of these gentloineu, as some of them have already done in writing, would admit 
that, if what they urged a few years ago had been enacted into law, disaster to 
the telephone industry in New York and great public inconvenience would have 
followed. 

Q. Well, were not those associations in New York, like the board of tradi^ and 
transportation and others, jiistilied, under your $210 rate and its inequalities, in 
going to the legislature for remedy? Of course, ivhen the rate fell, there was no 
necessity for agitation or further pursuing of these plans.— A. The $240 rate was 
not an excessively high rate under those conditions. It was a particularly unfor- 
tunate rate; but, up to that time, the whole eflbrts of the management had been 
directed toward the upbuilding of a proper plant to render oHicient sei vice in New 
York; and, while there was some justification for public dissatisfaction, the remedy 
oflered by the board of tiade and transportation and others associated with them 
would have mad<‘ the conditions far worse even than they wore at that time. I 
think that is generally admitted now, because tliey were urging a flat rate through- 
out New York. The Hat rate that they chiefly urged was $125. At the very time 
they were urging that flat rate, the average message rate in New York was less 
than that amount. But thore is always some dissatisfaction, because the public 
interest is liest served by the operation of only one telejilione system in a given 
area; that is, by the maintenance of a monopoly. That dissatisfaction is, as experi- 
ence shows, always aggravated by competition. The causes of that dissatisfaction 
are erroneous ideas as to the ]>rofit8 of the business ami misinformation as to the 
rate.s elsewhere, especially those abroad. 

Q. You made a statement there as to monopoly and the necessity of unity in the 
operating of the telephone. Will you state what the disadvantages are of 2 lines, 
2 companies, even under the same rates, to .any business nuin?— A. 1 shall show you 
those disadvantages very graphically when I come to speak of Stockholm, because 
there we have the Government and a private company operating, and the disad- 
vantages are clearly shown in the conditions existing in Stockholm. 

Generally speaking, however, tliey are 2 systems doing the work of 1, freipieTitly 
double rates to many subscribers, and an amount of annoyance and exasperation to 
the general public which must be experienced to be fully appreciated. 

Now, as to the question of profits. The legislative committ«*,e that I spoke of a 
few moments ago, appointed by the New York legislature, which made a report in 
1888, took notice of this abandonment of properties that I have spoken of. through 
the doing away with the overhead wires, and they placed the loss through tnat aban- 
donment at three-fifths of the company’s net earnings from its organization. They 
presented figures which, taking that loss into account, showed remaining net earn- 
ings for 7 years— that is the period covered by their investigation— to be less than 
10 per cent per year. As I remember it, the exact figure worked out was 9.66 per 
cent. A great deal of misinformation has been spread abroad through figures, based 
onthatreport, which did not take into account the committee’s statement respect- 
ing the losses, and which, therefore, were entirely misleading. 

Q. (By Mr. Litciiman.) Do you moan to say that it was 9.66 per cent over and 
above the expense that you went to to install the new system f— A. Oh, no; the coat 
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of installing the new system certainly had nothing to do with the hgures which I am 
speaking of. The net earnings of the company up to the time of this report were first 
ascertained. This committee decided that the loss through the abandonment of the 
old property, not the investment in the new property, would sweep away three-fifths 
of tne net earnings accumulat(‘d up to that time, and the remaining net earnings, 
after that three-fifths had been swept away, figured out a percentage on the invest- 
ment, as shown in the report, of less than 10 per cent per year. Is that clear? 

Q. No, it is not; because I do not now understand whether you mean that after 
charging oil the expense of this now installation the company was able to make a 
little less than a dividend of 10 per cent. — A. I am speaking of the period prior to 
1888. Any money that the company laid out in the way of the investment after that 
date has no connection with the figure that T am talking about. 

Q. (By Mr. C. J. Harris.) Why do you not put it in this way? I understand that 
the company would have paid less than 10 per cent with a proper deduction for 
\lepreciatioii which has to bo taken into account.— A. That is exactly the idea. 

Q. (By Mr. Litchman.) It was not clear to me whether you meant that the cost 
of the abandonment came out of this little less than 10 per cent earnings, or whether 
it was paid out of the sui plns that had been accumulated previously and held for 
possibly just such contingencies.— A. That is itj that is exactly the case; but the 
future or subsequent investment docs not figure in that at all. 

Q. Well, that would come out of your cost of construction, would it not— your 
new system?— A. The subseiiucnt investnunit was made through funds raised in 
other ways. 

Q. 1 understand. And the funds raised in other ways came either through the issue 
of interest-bearing bonds, which had to be paid, or through stock that was added? — 
A. Quite so; and I am coming to that period. I am dealing now with the period up 
to 1888. 

(, 1 . The cost of the abandonment of the old plant up to 1888 was compensated to 
the company out of the reserve or accumulated earnings. Is that a fair statement?-— 
A. The legislative committee so reported. That committee made a very exhaust- 
ive repoit of conditions all over the State of Now York ; and I may say in passing 
that it reported as to every place except Troy (and in Troy it found some unusual 
conditions) that no tolephono com])any had made unusual profits, and that some of 
them hud lost money. It also re]»ortca that nowhere in the State had it found that 
excessive salaries \\cre paid to oilicers. 

(i. Ill figuring that did the legislative committee take up the question of capitali- 
zation? Let me go further and suggest this thought: if the capitalization, let us 
say, were $5,000,000 on a certain plant, and the dividend earned was 10 per cent, it 
would seem a fair dividend ; but if thi'rc was an overcapitalization of $2,500,000, then 
the real earning would be 20 per cent.— A. Well, I take it that the legislative com- 
mittee, being made up of competent men, if it had found what it believed to he au 
overcapiliilization, would not ha\o made the report in those general terms, because 
it could not say, under the conditions that >ou refer to, that exorbitant earnings 
had not been made. 1 would say, as to the New York company, that the committee’s 
report did take into considcratiou the investment made. 

The New York company paid no dividends from 1888 to 1896. Since 1896 it has 
paid 6 piT cent poi aimum. A far more siguilicant (igure than that is the percentage 
of expen.ses to earnings. The percentage of expenses to earnings for some time has 
been about 65 to 67 per cent; during the first 4 months of this yiair the actual figure 
was 65.8 per cent. This jiereent.ago indicates only conservative management. 
Any larger percentage \^onld bo unsafe, and it would not bo possible, with a much 
larger percentage, to get capital to make extensions to meet the public demands. 
1 think that does not require any particular argument. 

Now, I pass to the question of wages, which I wish to speak of brietly. The New 
York company has in Now York City .3,615 employees, or a])proximately that number, 
at the present time. The pay roll of the company for its New York force amounts to 
more than $40,000 a week, exclusive of officers’ salaries. Whflu Brofessor Parsons, 
whose testimony I have road, was testifying before this commission, he said when 
lie came to this point that ahomin.ibly low wages were paid to telephone operators 
and that in this country they wore little, if any, greater than in Europe. Now, on 
the contrary, the Now York Telephoue Companv pays very liberal wages. The hours 
are reasonable, aud the conditions with which it surrounds its employees are the 
best, I believe, that any telephoue operators in the whole world enjoy. Tho com- 
pany has made a point of getting eiuployeosof a high character, and to that end has 
adopted a high scale of wages ami in every way has sought to make its service 
attractive. It goes to a very large expense in’ providing retiring rooms, fitting 
them up properly for the comfort of operators when they are off duty, read ingrooms, 
locker rooms, and resting rooms, where, if a girl is tired, she may lie down and rest 
for a time; and dining rooms, where the company furnishes tea, coffee, and milk 
without charge. A short time ago Mr. Lockwood Kipling, the English aristt, father 
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of Rudyard Kiplinc, was in New York and came to look over the telephone office 
as a place of gener^ interest, fie went all through itj saw the girls at work, and 
made remarks on the provisions for ventilation and for the comfort of the girls 
when at work. Then he went tlirongh the operators' (luarters, which have been pro- 
vided for their occupancy when off duty. Of course, lie also took an interest in the 
mechanical contrivances. He said, “1 wish I could understand the whole thing, 
but I do not. But what I admire most is the humane way in which you treat your 
employees." 

Q. (By Mr. LiTCiiMAN.) You say that the wages are $40,000 a week?— A. The 
wages are more than $40,000 a week. 

Q. How many operatives or employees does that cover?— A. That covers, as I say, 
about 3,615. I can not give you the exact number of males and females, respectively, 
but I will do that If you would like to have it. 

Q. That approximates $12 a week on an average?— A. Yes; I have not figured it 
out. 

Q. Not (luite $12 a week?— A. I would say, however, that the New York wages 
are from 50 to 150 per cent higher than the London wages, and the average is about 
double, aud that New York wages .are very materially higher than continental 
wages. Trained operators in Europe get from about $2 to $6 a week. The trained 
operator in New York is paid from $8 to $12 a week. When a girl is first employed 
she serves a period of apprenticeshi]), learning the business, and we pay her a 
nominal sum— about .$3 a week while she is learning As soon as she is able to go to 
work she is advanced, and again when sho is able to occupy a position at the board, 
when skilled, the pay is from $8 to $12 per week. There are female employees in the 
switch rooms getting $15 or $17 a week, wages such .as are paid nowhere in the 
Europe.an countries. For linemen, wiremen, inspectors, and mechanics generally 
the European average is about $6 a week, possibly a little higher, but not much. In 
New York similar grades .are paid from $12 to $21 a week. 

Q. (By Mr. Kennedy.) You say in Europe. Now, you are making a comparison 
of Europe with New York?— A. Of European conditions in particular. 

Q, Are you picking out the great cities in Europe to make that comparison, or is 
it all over Europe?- A. 1 am giving wages paid in European cities. 

Q. (By Mr. FAiuiuriAR.) Hoes the wage question outer into the details you have 
for European countries?— A. Yes. 

Q. Each country separately?— A. Yes. 

Q. When you speak of this g«ineral average, how high a class of service comes into 
that— clerks and salaried officers, or areyouspeakingonly of operatives aud employees 
proper?— A. 1 am speaking now of the operators, linemen, wiremen, and mechanics 
generally. Foremen are naid from $7 to $9 in Europe; in Now York, from $18 to $25 
a week. Now, in the higher grades the differences are even greater than these. An 
exchange manager in New York is i)aKl as high as perhans the higlmst engineering 
officer in some of the European telephone systems. The hours of labor for men are 
8 hours a day in New York; in Europe you will find that 10 hours generally consti- 
tutes a d.ay’s work. Taking the employees as a whole, some work 7 hours, some 9, 
but the great body of the employees work 8 hours a day. 

Q. (By Mr. Litciiman.) Do the girls at the boards work 8 hours a day ?— A. The 

f irls at the boards have varioas shifts. The service is maintained at all hours. Sun- 
ays and holidays, all the year round. One of our rules is that the operator who 
works on Sunday 8h,all h.ave a d.ay of rest, with pay, in lieu of the Sunday on which 
she works, in order that she may have at least 52 days of rest during the year, exclu- 
sive of her vacation. 

Q. (By Mr. Litciiman.) Now, that brings up another point. Is your weekly com- 
putation on the basis of 6 days a week or is it on a basis of 7 ?— A. There is extra pay 
for Sunday and overtime. Our men arc all paid extra for overtime. A man work- 
ing over 8 hours a day gets extra. It is regular time, aud time and a half time under 
different conditions. 

Q. Is it true that' you run the switchboards on substantially 3 shifts a day of 8 
hours each?— A. Well, that is not quite true. 

Q. One will lap over another, I presume, so that the work continues?— A. Yes; 
the work is continuous, but there are not 3 regular shifts. 

Q. I understand that; I understand what you liave in mind.— A. There is a night 
force and a day force, and the arrangements are such that operators going on early 
in the morning go off early in the afternoon, and those going on later in the morn- 
ing remain later in the afternoon. They have an hour at noon, and there are 2 rest 
pdriode— one in the morning, the other in the afternoon. The actual employment 
ranges from 8 to 8^ hours a day. 

Q. When does your day shift come on?— A, The telephone traffic is peculiar. It is 
.very light during the night. In the early hours of the morning it does not amonnt to 
much, bnt at 10 o'clock or 11 o'clock it goes up with a bound. It goes down again 
at noon, during the Innch hour, when people leave their business places for a time, 



U. N. BBTHBLL: — THE TELEPHONE BUSINESS. 786 


and then again in the afternoon at 2 or 3 o’clock it goes up to a very high pitch, and 
off again toward evening. We must have more operators on duty during the busy 
hours than during the mack hours ; and these facts are taken into account by the 
managers who regulate the hours of operators. 

During my connection with the company we never have had a strike or a labor 
trouble of any sort that I am aware of. We endeavor to anticipate every demand 
that might reasonably be made, ami as a result we have never had a grievance pre- 
sented from any body of employees. On a few occasions some of our men have, in a 
proper way, presented some request or other, and we have, on looking into tlio mat- 
ter, considered it proper to grant the request. No one, when once employed by us, 
can be dismissed except for cans**, and then only with the approval of an officer of 
the company. 

Q. Now, one (piestion further iu relation to the effect of the work upon the girls — 
that is, upon their nervous system. Have you noticed any effect of that kind? — A. 
We have very few resignations, except when a girl gets marritul or gets a bettor 
position. By better positions 1 mcjiii that, through the building up of private branch 
exchange systems, which T have Bpok<‘.u of, a demand for a high class of telephone 
operatives has been created in New York. In one of our exchange districts— nearest 
the Battery — there are more skilled telephone operator.s getting good salaries with 
busiucss houses on private branch exchanges than there are in the central office. A 
new demand for labor has be(ui creat('d. It is well paid and well treated. That has 
made a great draft upon our operating force. 

Answering your point more directly, I may sa> that a short time ago, during one 
of these epidemic scares, the board of health of New York sent an inspector to look 
through the various central offices to see the conditions under which the operatives 
worked and examine the girls physically, in order that there might be no danger of 
a spread of contagious disease should one develop. Ho reported officially that he 
found all the conditions under which the operators worked most excellent, and that 
he found no ill health among any of the operators. 

I was speaking of the (sauses of such popular dissatisfaction with telephone mat- 
ters as exists, and referred to misinformation about rates and conditions in for- 
eign countries as one such cause. There are many obvious difficulties in the way 
of making fair comparisons. Perhaps the most misleading practice— unfortunately 
a very common practice— is that of comparing the respective conditions and rates 
111 ])laccs widely differing in size. Wo need not consider the proposition, as it is 
freiiuontly stated, that iii rendering telephone service the cost per station increases 
as the number of stations increases. Stated in that way, the proposition is a very 
difficult one. What wo really sliould consider may more properly be stated in this 
way: The amount to bo paid per year or mouth by a telephone subscriber in a large 
city should properly bo more than that to bo paid by the subscriber in a small town. 
This is particularly true wlieii the station is taken as the unit of charge, and the 
Correctness of the proposition is very generally accepted. 

The almost universal practice by private companies and governments, except 
Switzerland and Sweden, is to charge more for telephone service in a largo town 
than in a small one. It is practiced everywhere throughout the United States, 
England, France, Belgium, Austria-Hungary, Gisrmany, and elsewhere. All pro- 
posed legislation oil telephone matters, so far as I know, luis been framed in recog- 
nition of the principle. The German parliamentary report contains an indorsement 
of the correoLiiess of this principle. There is an indorsement of it in the Amster- 
dam report, where the municipality conducts the eiiterjuiso. This custom is also 
folowod generally iu the United States. It is not followed in Switzerland and in 
Sweden for special reasons. Iu Sweden tho Goverumeut charges even a lower rate 
iu a largo town than iu a small one, because it is iu competition in tho large town 
with a private imdortakiug, and it is not in competition iu the smaller places. In 
Switzerland, where there are few large cities, tho (uitire state is treated practically 
as one exchange system, with a uniform rate throughout. 

Trondjhem, a little town away up iu Norway, was referred to in testimony given 
before this commission as being a remarkable instance of the results of cooperative 
or municipal telephone management. The Trondjhem system is at present owned 
by the Norwegian Govorument and shows a very slow development, much inferior 
to that of many ])lace8 of similar size iu this country. Trondjhem has a population 
of 30,000 and at the iirst of this year had only 1,175 telephone stations, the gain dur- 
ing tho last year being 75 telephone stations, or f>.8 per cent. On either side of 
the American continent you can find places much smaller than Trondjhem jtud 
places that are about the same size where tho telephone development is very much 
greater and tho increase in the use of tho telephone very inuoh more rapid. I shall 
only mention one in my own territory. Take the town of Larchmont. We have 
per 100 inhabitants 18 telephones, against Trondj hem’s 3.8. We have in Spokane, 
Fresno, and San Jose, on the Pacific coast, respectively, 10,9, 12,4, and 12.6 per 
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cent, against Trondjhem’s 3.8; so that it is not necessary to go to Norway to find 
illustrations of large development in small places. 

Another thing I think I ought to refer to in this connection: The rate of the 
expense of ojierating a certain telephone system in the Interior Department was 
spoken of before this comuiissioii. Now, in connection with the legislative work at 
Albany, which I spoke of a few minutes ago, 1 had occasion to look into that Interior 
Department service at one time. I found that the system was confined to a few 
buildings, those occupied by the Interior Department and its branches, all near 
together and connected with a very few wires — a very cheap system. The Govern- 
ment, however, invested, as I remember it, $6,000 in that plant. The witness stated 
that the Department substituted its own for 6.5 Bell telephones previously used, and 
that the Department had been paying $600 a year to an operator. After the change 
he says the operating cost was $6.43 per station, a total of $117.05, and that the total 
cost, including interest, depreciation, and repairs, was $10.2.5 per station; that is, 
$248.30 for interest, depreciation, and repairs. The investment being $6,000, interest 
alone at 4 per cent would amount to $210 jier year, leaving $8.30 for depreciation 
and repairs. As to depreciation, 1 shall show in a moment how short lived tlio sys- 
tem was. As to repairs, I think it ]>erfoctly safe to say that the services of one man 
were engaged almost exclusively in trying to keep the plant in repair. But why go 
further in this analysisf The figim^s appear to be ridiculous, l)ut should we accept 
them us curroct, what thenf In New York we have interior systems which we fur- 
nish and maintain for rates ranging from $6 to $12 a year per station, the subscriber 
paying the co.st of installing the necessary wires on his jireraises. The operator or 
clerk who attends to the switching is the subscriber's employee, but that item of 
expense is more than offset by the salary of the repair man in the Interior Depart- 
ment case. On the qiu'stion of depreciation it is proper to ask, Wliat became of the 
Interior Department system? In official reports, whicb arc open to anyone’s ins^icc- 
tion, it was declared that during the 2 years it was tried not 1 day— that is tlie way 
the officer jmt it— not 1 day was the service satisfactory; and he declaicd that 
after 2 years’ trial it was worse than the old messenger system which they had pre- 
viously had for communication Itetneon the Departments, and recommended that 
unless it could be ])ut in first-class condition it be abandoned ; and it was abandoned. 

Summing up liis testimony on this point, the witness said: ‘'About $10 for what 
nsed to cost $7.-> under the old Bell logiiue, the cost under private ownership being 
sevenfold more than under public ownersliip.” You will note that he says “what 
used to cost,'’ notwithstanding the fact that in one case be deals with a small, com- 
pact, and iuefficiemt system, and in the other with a telephone service extending 
over this entire “ city of magnificent dist.-inces.” It seems hardly possible that one 
who holds the views re.specting the dillcreiico between tlie costs of furnishing tele- 
|)hone service in large and small places coubl be so misled as to make these assertions 
in a serious discussion. If a student of these (luestions is so misled, what may we 
expect from the ordinary layman? 

I shall pass on without attempting to demonstrate why the rate in a large city 
should be greater tlian in a small city, because of the almost universal acceptance 
of the proposition, unless it is desired that I do so. Miudi information on the point, 
I may say, will come out incidentally in the extracts from jiarliamontary reports and 
papers of that kind in connection with my statement on European conditions. 

Q. (By Mr. Kennedy.) Have you any official corresitondence frf)m the Department 
covering that point?— A, I will give youthoofficial papers coveringthis point. (8oo 
Exhibit A at end of testimony.) 

Now, just a word about the character of the service furnishod in New York. It is 
possible for the service in a given area to bo cheap at $150 and dear at $50, accord- 
ing to the character of the service furnislied. I have already explained the policy 
of the Now York company with respect to the introduction of improvements. The 
plant is maintained at all limes so tliat the service is absolutely jiermanentand reli- 
able. We have a method of testing the rapi<lit,v of operating, under which cer- 
tain testa are made, without the operator’s knowledge,’ of the time taken between 
the subscriber’s signal and the answei of the operator, and the other periods of time 
through the entire conversation or through the entire message. Now, for the last 
3 or 4 years, those tests have shown that tlie average time elapsing between the giv- 
ing of the subscriber’s signal and the answer averages, from month to month, from 
3 to 6 seconds. In only one case during the last year and a half did the average go 
over 5 seconds, and it was then less than 5.5. This, I think, shows a rapidity of 
operating that should be, and I believe is, entirely satisfactory to the New York 
public. There are oxceptioms, of course, but, in the main, service is entirely satis- 
factory on that point. Mr. Cedergron, the manager of the Htockholm company, who 
has succeeded in outstripping the Government in his competition with it, occasion- 
ally comes to New York, amfhe bason more than one occasion given the New York 
service the highest of praise. Mr. Martin, a very competent expert, and editor of 
The Electrical World and Engineer, recently, in one of his editorial articles, com- 
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pared the New York and European service, and showed that the New York service 
was far superior to that whioh ho had found anywhere in Europe. Now, in many 
European cities the grounded cinuiits are still in use. That has a great olfect 
upon service; and the service is so faulty and unreliable through lack of discipline 
that it is not relie<l upon- except in minor matters, I will say that in some of these 
cases, as I shall point out, the inferior service is perhaps not so much the fault 
of the management— as in London or (Glasgow, for example— as it is the result of 
municipal interference. Take London, for instance. The company has sought 
for a great many years to put its wires underground, because tlu'ro has come to be 
such a multitude of wires that it can not properly take care of the service with over- 
head lines. But they have to deal with 42 vestries there. One vestry will permit 
them to go underground and perhaps the next adjoining one will refuse permission 
to go underground, and so they have no comprehensive system at all; and it is part 
underground and part overhead; and the service is cousecpiently admittedly very 
had. 

In comparing New York conditions with European conditions, you must also con- 
sider whether the service is self-sustaining or not, and you must consider the relative 
purchasing power of money, the varying conditions of living and wages. In many 
of the governmental systems they pay nothing for rights of way. No rents are 
charged up against the telo]dioue service, and in I'aris the entire cable system is in 
the sewers, for which no charge is ma(h‘. As 1 have already pointed out, a Hat rate 
is fairly comi)arahle, even when all other conditions are the same, only with the 
average rate, Avhen you have a Hat rate in one jdace and a message rate or graduated 
scale in another place. Thtis it will he seen that because of the complexity of the 
matter and the great dilleronces obtaining between dilferent places the greatest 
caution is necessary in making <;omparison8. There is no common factor — no 
common (bmominator— to make the pro)»lem simple or (>asy of solution. 

Q. (By Mr. Litchman.) I would like to ask you if you liaxo any data covering 
any city now wliore there an*, rival oxchang<*s, and can give a comparisou with the 
rate charged by tlie Bell Telephone Company before, and the rate charged after the 
establishment of the rival telephone company ? — A. In my own territory wo hayehad 
oi»position in 14 or 4 towns of consub'rablo size. There has been no opposition in 
New York City ; but in the suburban towns there has been opposition. Wo operate 
21 towns outside of New Y^ork, and there has been op]> 08 ition in 4 of tluim. We 
have not put, in tliose places whore there is oppo.sition, any riites or given any serv- 
ice that wo have not given to every other town of like size and circumstances in the 
territory, and our systems have grown and practically wiped out the opposition sys- 
tems in each of the towns referred to. 

Q. (I5y Mr. FAiUiUHAH.) What towns do you refer to?— A. I refer to Mount Ver- 
non, New Rochelle, Hing Sing, and Nyack. 

Q. (By Mr. C. .1. Hahhis.) Yon say you h.avo done this without putting down the 
rat(‘.s and cutting as aga.nst these oilier ( oinpaiiies?— A. W(‘ have never introduced 
ill any of those places a rate that we h.avo not given to ihe whole territory under 
like circumstances. 

Now, ill speaking of European conditions, to avoid confusion, I shiill express all 
money values iii American equivalents, because there are so many differing values in 
coins that it would be very dillicnlt to follow; and in mentioning the populations 
of various places 1 shall make my statemouts in even thousauds. Perhaps I ought 
to say one word about the sources of my information. I have twice visited Europe 
personally for the purpose of looking into t he telephone couditious there, and in the 
fall of 1><99 1 visited the (souutrics of Prance, Belgium, Switzerland, Austria-Hungary, 
Germany, Holland, Denmark, Sweden, and England and obtained information from 
public (locuraeiits and reliable sources on the ground. Statistics for the first of 
this year have been obtained from official sources by correspondoiice. I shall not 
make any statements of fact, at least 1 shall try not to make any statements of fact, 
that are liasod ou private information. Everything is based on public documents, 
information that is available and open to anyone, or on personal observation. 

Now, as to France. A company operated the tclephouo industry in Prance until 
1889, and since that time it has been a Government monopoly. The development is 
practically nothing outside of Paris, and there are more telephones in New York 
than in the whole of Prance. At the beginning of 1901 th»i population of Paris was 
2,536,000, with 33,000 telephones, about 50 per cent of the total in France. Only 4 
other cities bad more than 1,000 stations. In uientioniug these I shall compare them 
as I pass along with an American city, so that you can see the relative development 
in the two countries. Lyons, population, 466,000; telephones, 2,207. Cleveland, 
populatiou, 285,000; telephones, 8,492. Marseilles, population, 442,000; telephones, 
2,161. Cincinnati, poimlation, 325,000; telephones, 9,142. Bordeaux, population, 
256,000 ; telephones, 2,009. Milwaukee, population, 285,000 ; telephones, 8,492. Lille, 
^lopulatiou, 216,000; telephones, 1,064. Louisville, population, 204,000; telephones, 
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There is a very large development relatively in Paris which is due, in a Meat 
measure, to the inferiority in other me^ns of communication. The rates are not rel- 
atively low. The Paris system is technically far behind the times. There are a few 
modem appliances, but much of the old apparatus used by the company before the 
Government took hold of the business is still in service. Of places where the tele- 
phone is under Government control it is fair to say that, except possibly in Belgium, 
one can not find a less efficient service in any large European city than is found in Paris. 
The fact that the subscriber buys his owu instrument, and that tlie Government has 
approved 500 types of instruments, from which the subscriber may select any one, will 
give some indication of the ]) 088 iblo character of the service. There is a very lax disci- 
pline because of the employees all being civil-service employees. The only way of 
maintaining discipline is to go through a very tedious and long process, which pre- 
vents the heads of the departments from taking any action whatever. The provin- 
cial conditions outside of Paris, technically speaking, are much worse, oven, than 
in Paris. As to rates: In Paris the company charged $120 a yearj the Government 
has charged and now charges a Hat rate, business and residence alike, of $80 a year. 
The rate will he reduced in 1902, in accordance with a law recently passed, to $60 a 
year, if the rcciuisite plant can bo ]>rovided by that time. I refer to this because it 
is already announced in many quarters that a reduction to $60 has already been 
made. The subscriber boars the cost of tbo instrument, plus a part of the cost 
of the line, because, in Paris, the subscriber must ])ay for tlie line from the under- 
ground cable, which is in the sower, to the station; ami, if he is beyond tbo forti- 
fications, he must pay for tbo whole cost of construction beyond that point. In 
towns outside of Paris the rates range from $:i() to $60. But I shall offer nothing to 
show that those rates are considerml high, considi'riug the imrehasing power of 
money in those places and the character of the service turnished, except the figures 
that I have already referred to, showing the absolute luck of development in those 
parts. In Paris Government buildings are occupied by the telephone administration, 
and so far as the published accounts show no rents are charged for that occupancy. 
They pay nothing for rights of way, bocauso their lines are in the sowers; and, 
for the same reason, they aro free from the cost of subways, which, in almost all 
other large cities, is a very heavy expense. Their cables arc all laid in trenches 
right in the sowers. Tbo men draw them down through, carry them, and place them 
in the trenches, and they can doit very (|uickly and very easily and very cheaply. 

As to wages in Franco. The operators get about $6 a we<>k, and the linemen and 
mechanics $7.20 to $8.50, with 10 hours as a. day. They k(M‘p no separate telephone 
accounts, so it is impossible to say whether it is seli-sustaiuing or not; but, con- 
sidering the low wages and tin' freedom from usual charges, the Paris rate is 
relatively much. higher than the New York rate of $85. And, considering the extra 
charges and the amount and character of the service, the Paris rate, plus extras, 
is absolutely higher than the New York rate. 

Passing on to Belgium. The industry there was conducted by a company up to 
1889 or 1890; since then by a Government monopoly. The first of tliis year, in all 
of Belgium, there were 14,920 telephones, or about one-fourth of New York alone. 
In Brussels, with a population of 560,000, there were 4,525 tiOephoues; in Antwerp, 
population 278,000, then? wore 2,802 telephones— about the most meager development 
in any European or American city. 

In general, the plant which was installed by the company before the Government 
took over the business in 1890 is still in use. The central office equipment is com- 
pletely out of date, and almost worn out. They erected a building at Brussels, 
which was unoccupied for several years, on account of delay in deciding upon what 
style of equipment to put in. Single wires or grounded circuits are generally in use, 
although work is under way for installing a metallic circuit. In general, the service, 
plant, and methods are one with those that were abandoned in the American cities 
in the BOs. The company rates were adhered to as to tho grounded circuits, but the 
rates were raised for metallic service. In Brussels and Antwerp the grounded circuit 
rate is $50 and the metallic circuit $70. Elsewhere, outside of the two cities of 
Brussels and Antwerp, the rates range from $25 a year for ground circuit, and for 
the metallio circuit, $54 up. That these are considered high rates is shown by tho 
amount of patronage that has been developed. Operators got from $1.90 to $2.77 per 
week. They pay nothing for rights of way. Tho plant is starved and run down. 
Belgium is a cheap country, especially with respect to labor, os nearly eve^one 
knows who has visited there. In all the cities dogs are beasts of burden ; in the 
country districts women till tho fields, and in tho cities they clean the streets and 
perform other kinds of hard labor such as in this country would nowhere be assigned 
to women to do. The telephone accounts are not separately kept or published ; but 
the assertion that it pays its way would not be surprising. The rates are, relatively, 
kept BO high, and the systems are kept so small, and tho expenditure for their 
maintenance and for famishing service are so inadequate, that it would probably be 
&irto assnme that the Goverument does make some sort ox a showing in m accounts. 
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But of course, in considering this, the general conditions of development, and the 
facilities afforded the general public, should bo taken into consideration. 

Q. (By Mr. Litchman.) Are you eoninaring a limited rate in one country with a 
limited rate in the other, or an unlimiteu rate in one country with a limited rate in 
the otherf—A. I am comparing the unlimited rate—that is, the fiat rate, wherever 
it exists, with the average rate where there are various rates, in the other place. I 
am not comparing the minimum rate where there is a general scale, with the unlim- 
ited rate in any other place. I think that is a fair way of making the comparison. 

Q. (By Mr. Fahquiiau.) What New York rate are you takingf— A. I am taking 
the rate. That is the average rate of all stations excepting the pay stations. 

Q. (Bv Mr. Litchman.) Is not that for all intents and purposes an unlimited 
rate?— A. 1 shall discuss that a little more fully when I come to London, because 
there the conditions arc more favorable to such a discussion. 

(By Mr. C. J. Hauuis.) You have just said that in Belgium tlie telephone sys- 
tem pays the Government. Do they pay fixed charges on the money invested and 
allow for depreciation and all that when they say it pays? Are yon familiar with 
that?— A. I did not meau to say that the Government says it does pay. I meant 
to say that, in view of all the conditions, I should not dispute a statement that it 
did pay, although no such statement has been made, because they do not keep 
their accounts separately. The postal, telegraph, and telephone accounts are all 
merged together, so that no one knows wliat the conduct of the telephone industry 
costs them, or whether or not they make the allowance, in their accountings, that 
you iniiuiro about. The rates are relatively high, the systems small, the wages low, 
and the plants, through a lack of reasonable expenditures, are kejit in very poor 
conditiou. Under these circumstances they ought to beabhi to show a profit. 

In closing about Belgium, I would say that, as to the teleiihone development, 
nowhere in Europe or America has private management, whatever its embarrassments 
or burdens, made anything like so poor a showing as has been made by the Belgian 
Government. 

Switzerland does not properly come within the scope of my talk, which is about 
largo cities chiefly ; but Switzerland is such an interesting country, telephouically 
speaking, and it is so often referred to by writers on telephone subjects, that 1 shall, 
in passing, say a few words about the conditions there. 

The population of the whole country in 1900 was 3,300,(XX). Of telephones there 
wore 8!<,864. There are no places comparable to New"^ York as to size and general 
conditions. Zurich is the largest place, with a population of 152,000, and it has 
0,000 telephones. There were private companies operating in some of the large tow ns 
at first, but these were bought out by the Government, and there is now a Government 
monopoly all over the State. The rates are uniform in the various parts of the coun- 
try, without any regard to the difierence in size of places. The subscriber pays for 
the first year $20, for the second year $14, and for the third year and subsequent 
years $8. Now those rates are frequently (pioted as being inclusive for telephone 
service in these Swiss cities, but those are the charges only for the privilege of hav- 
ing a telephone, what you might call the charge for maintenance and koep-up, the 
privilege of belonging to the State’s telephone club, so to speak. But every time 
you use the telephone you pay an additional charge. T'hat additional charge is 1 
cent for local messages. Take 400 messages at 1 cent ea<‘h and that makes $4. That 
added to $20 is $24, which is the annual charge during the first year for 400 messages. 
Now, in our Westchester towns that I have spoken of wo have a rate of $24 for 400 
messages, and we give a vastly superior service to that furnished in these Swiss 
towns. That is hot all, because, in the Swiss towns, mileage is charged, and in the 
larger cities the extra charges amount to as high as $150. 

I will read two brief extracts from a report, made in 1899, by the director of the 
municipal telephone system in Amsterdam to the aldermen of public works on a pro- 
posed revision of the telephone tariff. Respecting the Swiss rates, he says : 

“ In Switzerland the fixed subscription after the first 2 years is, to be sure, only 
40 francs (^), but this amount is charged for only such connections as are situated 
within 2 kilometers' distance from the central exchange. Whereas, for connection 
beyond this distance— and there are many like this in Switzerland— an extra fee is 
charged of no less than 4.50 francs per 100 meters. A subscriber, for instance, who 
resides 5 kilometers distant from the head office, as also might be the case here in 
this town (Amsterdam), pays in Switzerland a fixed subscription of 40 30 X 4.50. 

or 175 francs f^i) per year.” t /s , 

Thus far he is speaking only of the fixed subscription, which does not include the 
right to send a single message without additional payment. As to the additional 
charges for messages, this is what he says: 

“ In the whole of Switzerland the price for local calls is 5 centimes (1 cent) for all 
subscribers, no matter whether they make ranch or little use of their telephone. 
Subscribers who, for instance, make 10. 30 to 50 local calls per working day— and 
such subscribers in the systems of Basel and Zurich are not uncommon — pay, there* 
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fore, above the fixed snbflcription of the average of 70 francs ($14) a year, respec- 
tively, 150, 450 to 750 francs ($30, $90 to $150) a year for their local calls.” 

Very often, therefore, we have misleading iiiforinatioii about Switzerland, because 
we are given only a part of the truth about those rates. 

In many Auicricau towns and cities, 1 think, more and bi*tter service can be had 
for less money than in these Swiss towns The plant there is cheap and inferior. 
Grounded circuits are still in use and the equipment is anticiuated. There has been 
a very small outlay for maintenance. They pay nothing for rights of way, except in a 
very few cases, because of a practice established by the company which the Govern- 
ment has not been able to break entirely away from. The post-ofiice collects their 
accounts, and wages are low. Skilled operators are paid .$4, wiremen and chief 
operators, in large central ofiices, $7; linemen, etc., $4.20 to $6; foremen, $(5..50 to 
$H.10 per week. 

As illustrating the cheapness of things there: On the Geneva street railway 
where work was going on in 1899, when I was there, the workmen were paid 8 cents 
an hour, whi<‘h, with steady employment and 10 hour.s per day, would make $4.80 
j)er week. Tht? Swiss people are frugal to a degree undreamed of anywhere in this 
country, and all classes of laboi are very poorly paid. 

Q. (Hy Mr. Litciiman.) I was going to ask you whether this same discrepancy in 
wages did not apply to other industries as well as to the telephone?— A. 1 think it 
does, as indicated by the instance cited. 

We come to a very iuterc'sting matter — the financial results in Switzerland. 
The telephone receipts in 1899 were $1,007,011 (there they keep the accounts sepa- 
rately), and their expenses were $1,251,803, a deficiency of $247,792. The expenses 
wore practically 125 per cent of the earnings. That would mean the worse kind of 
bankruptcy if it were a jirivato concern. 

Now, suppose for a moment that you consider these expenses as adequate. In 
order to do that you would have to ignore the very inellTicient service and low wages. 
But, considering these expenses as fair and reasonable for the servicii furnished, the 
earnings would bo less than one-half what commercial safety would require. 

It is not very difficult to fix responsibilityfiirtheseconditious in tSwit/erlaud. The 
technical staff is in no way to blame. Th(‘ rates and plant have been brought down 
to the present conditions against their repeated recommendations, 'fbe telephone 
has practically been a political plaything in Switzerland, and, possibly with the 
very best intentions, in response to jtojmlar demands the service has been starxed 
and the rates have been run <lowu until the whole busin(‘8s is on a most unprofita- 
ble basis. Now, the department is facing the necessity of putting in metallic circuits 
in order to render service that will be at all acceptable, 'i'hat will involve a tremen- 
dous outlay and an increased annual expense for maintaining the In ttiw services when 
already there is a deficiency, and the raising of rates is practically impossible. 

The commission then took a rece.ss until 2 oh lock p. m. 

At 2.10 p. m. the commission reconvened, and the testimony of Mr. Bethel was 
resumed, as follows ; 

Q. (By Mr. C. J. Harri.s.) Yon might resume where you left off this morning. — 
A. When we left off this morning I liadjust finished talking about 8witzerland, 
where, under Government ownership, with rates that ranged iierhaps as high as in 
American cities of the same size, and with a very inadequate exiienditure in tko 
way of maintenance, an out-of-date plant, inferior service, and low wages to 
employees, the telephone operations during 1899 had shown that the expeuses were 
125 per cent of the earnings. Now, with Just a few words about Austria-Hungary, 
I shall pass on to Germany. 

In Austria several private conijianics conducted the business until 1894 and 1895. 
Since then the Government has, after purchasing the plants of the companies, operated 
the business as a Government monoimly. Practically the same conditions as to rel- 
ative development in the large cities and in the small cities holds here as was pointed 
out in the case of France and Belgium. 'I'hat is, nearly all of the development is to 
he found in the greater cities— in Austria, chioliy in Vienna, and in Hungary, chiefly 
in Budapest. 

Tlie Vienna plant was bought hy the Government from the company, on a valua- 
tion fixed by experts, in 1894, the Government taking possession on the Ist of Janu- 
ary, 1895. As shown by the public documents covering the history of the case, it 
cost the Government $1,800,000. There were then between 7,000 and 8,000 stations. 
This is equivalent to $200 or more per telephone station. Either through rapid 
changes in the art, or because the jdant taken over from the company was out of 
date, the Government soon after began the construction of a now plant. They 
pnt up two very handsome buildings and laid out a comprehensive underground 
system, and provided the offices with new equipment throughout, so that in 1899 
there was very little, if any, of the old plant which it had taken over from the com- 
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pany still in nse. Tho Government, np to that time, had expended $1 ,2<X),(X)0 on its 
plant. 

The nuinher of .statioiiB in Vienna at the first of this year was 111,326, and iu all 
Austria there wore 3l,il02. Vienna’s po])iilation is 1,63.5,000. Chicaj^o, prnrlirally 
the same si/o, had more than twice as many telephones. 

The Vienna rate was $40 when tlio cotnpany operated it, and that rate has been 
continue*! by the Government. Elsewhere in Austria there is an installation chaif^o 
or entrance fee, as they c.all it, of $40 per kilometer (per live eighths of a mile), plus 
$20 per year. The rates are thus relatively high enough to prevent any devoloj*- 
ment, as has actually been shown, in the State outside of Vienna. They pay nothing 
for rights of way in Vijunia. The wages are low. Operators receive from $1.S0 to 
$3.40 per Aveek ; rmoinen, etc., about $.5 ])er week. 

In the ollicial documents relating to the transfer of the property from the com- 
pany to the (lovernment it was stated by the company that, should it continue the 
business, in order to ]>rotect its stockholders and creditors it would be necessary 
to raise the rate, which was then $40. 

In Vienna the telephone has been a particularly unfortunate victim of Govern- 
nnmt ownership, for reasons not connected at all with mismanagement and not 
involving any niisguid(‘d action on the part of the legislators. You are all familiar 
with the political troubles that have grown out of the race question there. For 
several years there Avas no session of their Parliament and no appropriations made 
to the tclejdione business. The telephone business is peculiar, in that it re(|uire8 
constant additions to its cajdtal account or it must stand still. It is not like a 
railroad, Avhero the tra' k is built and finished, and ;\ou have your investment, and 
the rest may go on operating exjienses. Von must have a constant and contin- 
uous addition to the capital account or growth must stop. That is exactly Avhat 
happened in Vienna, through no fault in the telephone management or of anyone 
iu particular, but tlirough the conditions 1 ha\e stated. Their funds failed them 
and they had a largo waiting list and general dissatisfaction resulted, 

There is another striking ease illustrating that same point— not in Europe, but in 
.lapan. There in Tokyo, where there is (iovernmont ownership, growth Avas not 
exactly susjiended, biitthe Government was not ald<‘ to take care of the business that 
was oilbred— Avas not able to furnish tbc facilities that the public demanded— and 
applications were dealt Avith in the order in av hi ch they aa^wo received. So there 
arose speeulation in the righls of priority for connei tion, and those rights sold as 
high in some casi'S as 7 times the annual subscrijition for tlio telejihono, 

Iu Hungary there is no development, outside of Budapest, Avorth speaking of. In 
Budapest there are 5,7% telephones, Avith a i»opulation of 720, 000. With the excep- 
tion of two Russian cities, Moscow and WarsaAv, Budapest 1ms the lowest develop- 
ment in Eurojie or America among cities o( from .500, (K)0 to 1,000,000 inhabitants. 
Several American cities of oue-lialf the size have twice tbo number of telephones. 
That is four times the development. 

The people in Budapest are considered Aery progressiA'c. Tlieir city has been 
almost entirely reconstructed in recent years. TIh'J have i>ut np some niaguilieent 
buildings, and they had the first electric undorgrqnnd railroad in the world. As 
to the telephone, however, their plant is antiiinated, tlieir service is inferior, and 
their rates are the same as in Vienna. That these rates are relatively high or that 
the service is exceedingly poor is fairly shown by the lack of developra'iit. The 
wages are even lower than in Vienna. They pay no rights of way, and, as a rather 
significant example of the poAvors that tho Government reserves to itself, I may say 
that it lias licensed a private c<*nipany (tlic Telephone NeAA'spaper Company) to 
string its wires throughout the city, attaching them to the public buildings and to 
private property Avithoiit any compensation AvhatoA'er to tho owners. 

I come iiOAv to the subject "of Germany. Patents were never alloAved for the tele- 
phone, and the Government has monopolized the telephone business from the begin- 
ning and operated it ns a part of the postal and telegraph business. There has been 
a very large development iu Germany, especially in large cities which have been 
favored by the Gerniau rate policy. Until Awy recently they have had uniform rates 
through the Empire; that is, the same rate in a great city as in a small city. This 
policy Avas changed liy law in 185)6, and since tho adoption of new rates in 1900 there 
has been some groAvth in tho smaller places, but relatively the conditions have not 
changed much. There are 720 telejihone centers in Germany; and Berlin alone has 
25 per cent of tho total stations. Nine large cities liave 52.5 per cent of the tele- 
phones, leaving 47.5 per cent to 711 other cities and towns. At the beginning of this 
year Berlin had 47,586 telephones, against 54,647 in New York, tho population being 
approximately tho same. The 15)00 census figures give New York a little larger pop- 
nlation than the last available census figures give Berlin, but I liavo seen, in places 
that may be considered reliable, statements as to the population of Berlin which 
make the tvi o cities practically the same. 

Q. When you spcalc of the popnlation of Berlin and New York do yon mean Man- 
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hattan Island or Greater New York?— A. In all this testimony I am speaking of New 
York as comprising the boroughs of Manhattan and the lironx— the old New York, 
not the greater city. 

A point that has often been overlooked when considering the Berlin service is that 
the service was rendered, until 189!>, only from 7 o’clock in the morning until 10 
o'clock in the evening. Since 1890 they have been rendering a night service, but 
they charge (^xtra for calls made during the hours from 10 o^lock at night until 7 
o'clock in the morning. 

The lines are largely single wire, and a very largo percentage of them still over- 
head. The same policy with respect to wires has not been pursued in Berlin as in 
Now York. That is to say, they have supplemented their overhead wires by the 
underground plan, because the wires became so numerous that they could not carry 
them overhead; but they have not replaced, in a general and comprehensive way, 
the overhead system with the underground system. 

In Berlin, too, the subscriber does a groat deal of operating: that is to say, ho calls 
the central oflico witli which ho is connected, and he juust then work his own way 
from that central office to the next, and so on; wlieioas, in New York, wo so super- 
vise every call that the subscriber has nothing to do but gi\ e his order; and then the 
operators take care of it until the two people are i>ut into communication. On the 
whole, I think the Berlin service is hardly comparable with the Now York service, 
. but I do not mean to say it is not satisfactory to the Berlin public. 

Now, this uniform rate that I spoke of as holding through the Empire, until April 
1, 1900, was $37.50. At that time, Hat rates, varying from $16 to $45, and mini- 
mum message rates from $20 to $30 were put into force. All rates now vary with the 
size of the town. The administiation had many times reported to the German Par- 
liament that the Berlin system did not pay, and various rate propositions were con- 
sidered. As a result of that, in 1899 they onacte<l a law i)iitting into force these 
raU‘8 I have mentioned. The Berlin rate was increased 20 p<ir cent. Of the total 
number of subscribers throughout the whole Empire, 67.8 per cent (over two- 
thirds of them) were, inensased, 26.8 per cent were decreased (that was in the 
small towns), and 6.4 per cent woio not changed. Thus the recommendations that 
had he('n made by tho technical staff from lime to tiun; were followed. 

The postal, telegraph, and teleplione accounts ari* all merged together. No 
separate accounts aro kept for tho telephoiie service. Berlin is proverbially a cheap 
city. Wages, rents, and almost all other items that enter into the cost of furnishing 
a telephone service range from 2 to 4 times as high in New York as in Beilin, 

Q. (By Mr. 0. J. Hakius.) 1 would like to know whether, in those running 
expenses, tlu'y allow anything ior tho cajdtal invested in building these lines?— A, 
I think no one can answer that from any oflicial documents, because the accounts 
for tho 3 departments are all merged toother and no separate acc^ounts are kept 
for the telephone operations. But tho fa< t that tho administration reported to the 
Parliament that tlio rates did not i)ay, and that the Parliament, after consideration 
of the matter, raised tho rates, seems to me amjile Justification for saying that the 
rates were not profitable in Berlin. That is tho rate wo so generally hoar about, and 
it is the rate that writers on the subject usually use. 

The fact that the public patronage or development is less in Berlin than in New 
York shows that tne service and the rates are not more reasonable, from tbo 
Gorman standpoint, than arc the New York service and rate, from tho standpoint of 
the New Yorker. Considering the eharacter and amount of service, and the purchas- 
ing power of money in the two places, tho rates in New York are lower than in 
Berlin. 

Now, as to the responsibility for this inferior service, so far as grounded circuit 
lines are concerned. Tho technical staff has frequently urged the adoption of the 
metallic circuit, hut this recommendation was disapproved of by the ministers, who 
would not spend the money, because they thought it was spending money on an 
unproductive industry. But at last, in 1899, $1,000,000 was appropriated to begin 
the work of changing from tho grounded circuit to the metallic circuit, and that 
work is now going on. 

Night service was not rendered at all until considered by Parliament, and was com- 
menced on November 1, 1899, and then only on the jiaynient 6f extra charges. 

A revision of rates was repeatedly urged. The unfairness of the uniform rate 
and its unprofitableness in great cities, such as Berlin and Hamburg, were frequently 
urged. This shows a tardy and incomplete response to the recommendations of the 
technical staff’. 

I will read a portion of tho report of tho commission to revise rates. It bears on 
some questions asked this morning as to tho message rate plan. This is an extract 
from the report of the commission to revise rates, 1899. (Reading:) 

*^The present mode of (diarge for telephones, according to which all subscribers to 
the telej^one system of the Imperial Post and Telegraph Administration have to 
pay the same annual sum of $37.50, regardless of the size of the town or telephone 
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area and of the amount of use of the service, has for years past given rise to com- 
plaints on the part of the public, and to numerous (jnestions in Parliament. 

‘‘The justice of the complaints, from the point of view of the telephone users, can 
not be denied, the conditions existing in the various towns being so dilferent that a 
uniform tarift' can not bo considered a right one. It is justly felt that it is not fair 
that subscribers in Berlin and Hamburg, who can communicate with .30,000 and 12,000 
telephones, respectively, should have no more to pay than the inhabitants of a town 
with 60 or 100 subscribers. 

‘'A juster division of the present charges, which will maintain the revenue at its 
pros(5nt rate, is, therefore, the problem to be solved in a senHible reform of the tele- 
l)hono tariff, which does not alone consider the success of the moment. And, in fact, 
it will bo found possible to comply with most of the wishes expressed if the expenses 
of the telephone service are divided more among the subscribers in proportion to the 
use and advantages dervied than has hitherto been the case. The relief given to 
subscribers in small places might be considerable if it is determined to make the 
larger and more promising places pay a little higher scale. 

'‘The most just method is to readjust the charges s«> that each subscriber shall pay 
according to user. There would thus he diiibrent rates, not only in dilferont towns 
and systems, but also between different subscribers in the same place. 

# ^ V # 

“The expenses of the telephone system increase not only absolutely but also 
relatively, in proportion to the increasing extension, inasmuen as, especially in the 
larger towns, the increase in the number of subsi^rihers augments the expense of 
each single subscribi'T, on account of the installations of the exchanges becoming 
ever more complicated.” 

You will see that thus far the report not only indorses the message-rate system as 
a proper system but gives reasons for adopting it. (Reading:) 

“A general adoption of the proposal, however, is impossible on account of practi- 
cal (lifliculties. It would only be possible if reliable automatic counting apparatus 
existed, which would afford a perfect protection against tampering on the part of 
the suhscribers. 

“The public is used to a fixed rate, and experience shows that, in most cases, they 
prefer a rate which they may know beforehand to payment by calls, the recording 
of which might cause them trouble and inconvenience.” 

Thus, after indorsing the message-rate princi]>le, they declared its adoption 
impossible because of practical difficulties which have been completely overcome, 
not only in the United States, but also in some European jilaces, and for the reason 
that it might be unpopular they compromised liy adopting new ffat rates— to vary 
with th<5 size of the system— and supplementary message rates, notwithstanding the 
alleged practical difficulties. 

Only a word about Bavaria. It is, of course, a part of the Gorman Empire, but its 
telephone system is operated separately by the Bavarian telegraph department. 
They have the same rates and the same policy as to rates as exist in other parts of 
Germany. The general conditions are about the same, Munich has 8, .600 telephones, 
Nuremberg 3,500. Seventy-one other centers have only 0,000 or 7,000 altogether. 
The technical staff’ has been a little more successful in having its Tecommeudations 
adopted, and con8e(iuoutly the plant and the service in Munich are somewhat bet- 
ter than in Berlin. 

Holland is particuharly interesting hecauso of the municipal ownership in its 2 lead- 
ing cities of Amsterdam and Rotterdam. A private com])any conducted the industry 
in these cities until 1896, when they obtained franchises from the State jfor 25 years. 
Viewed superficially and narrowly, it may be said that at Amsterdam the munic- 
ipality on taking over the business reduced the rate, improved the service, in 3 
years increased the number of stations by 50 per cent, and made a profit. Let us 
go further with a view to ascertaining the whole truth if possible. 

The reduction in rate was insignificant in amount, and moreover it was a more 
shifting of taxation. The company’s rate was $47.20 per year; the municipality’s 
$.36 at residences and business places for the exclusive use of the subscriber and 
$46 for hotels, restaurants, and places accessible to the public, plus in each case 
an installation charge of $10. Taking this last item into account, it will be seen 
that the reduction was on the whole very slight, and that in certain cases there was 
an actual increase. But there is another fact that must be taken into consideration. 
Under its franchise the company was required to pay the city 21 per centof its gross 
receipts, which going into the communal treasury operated to lessen taxes in other 
directions. In 1894, the last full ye.ar of the company’s concession, the percentage 
amounted to $17,126.20. In 1898, notwithstanding the large increase in tne number 
of subscribers, the communal treasury received from the telephone industry $20,000. 
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The slight increase, it may be safely stated, was more than offset by the increase in 
the eoniiiinnity’s general expenses due to its telephone operations, to say nothing of 
the use of public buildings for supporting wires and iixtures for which no charges 
were made. Hence the coiiiiuunal treasury suffered by the change; in other words, 
whatever reduction was made benefited telephone subscribers at the expense of the 
general taxpayer. Therefore the municipality is entitled to no credit for an alleged 
reduction of rate. 

Touching the question of reasonableness, it is very significant that at The Hague, 
the telephone indu-stry is conducted by private enterprise at a rate of $24 a ytsar. 
In other European citi(‘.a whore private companies operate there are larger systems 
and lower n cs than in Amsterdam. 

The service is unquestionably better now than it was under the company's admin- 
istration. But the ])reaent service is not so much a superior service as the former 
wtis an inferior service. Measured by other and fairer standartls the present service 
loses its preeminence. What always happens under a limited franchise happened in 
Amsterdam. The tehq.iione business in a way peculiar to itself calls for constant 
additions to capital account, and thus far in its history has called for constant and 
extraordinary outlays for reconstruction and substitutions. Hoping to undert.ike 
the business itself, the municipality opposed an extension of the company’s franchise 
and was successful. Having no assurance of life, the company made no extensions 
or improvements. It did nothing to develop the business ; t here was no growth — only 
1,700 stations in 1800. The municipality offered for the com])any’s plant an amount 
e(|nivalent to .$47 per station. This being refused, the jnuuici])ality built a now 
plant, its investment being at the end of 1898 equivalent to $182.80 per station. 
With its new plant and with a skillful and enternrising manager an improvement 
in the service was inevitable, an improvement which was particularly noticeable to 
those who had suffered under the previous miserable condition, due largely to the 
obstructive tactics of the municipality. But the Amsterdam service is by no means 
aselllciont as that rendered by private companies in tin* Hcaiidinaviau countries, for 
example, or in this country. Tlie feature that most condemns it is its insignificant 
scotie— its entire inadequacy -for so large a city. 

This brings us to the question of development. Fifty pin- cent in 3 years sounds 
large, but if you remember the starting jioint it means but little. Compared witli 
that in cities of the same rank in this country or even in Europe, where private 
companies operate, the Amsterdam development is absolutely insignificant. At the 
first of this year Arnstenlam, with a po]mlation of r)13,000, had 4,1H2 telophoiK'-s, 
There aretU American and European (Utics having a population of 200,000 or more. 
Arranged in tlie order of telephone developimmt, Amsterdam stands 58 in the list. 
Among the cities of its class (from 500,000 to 1,000,000) Amsterdam stands at tlie very 
bottom of the list, with the exception of Budapest and Brussels, in both of which 
cities there is Government control, and of the 2 Russian cities of Moscow and 
Warsaw. 

Let us compare Amsterdam with an American city and then with an English city. 
Amsterdam and Boston are fairly comparable. I'hey are about the same size, Boston 
being a little bit larger. Both are seajiorts; both cuties of commercial importance 
and activity. I liave already given you the figures of Amsterdam. There are 4,462 
telephones there, or 8,7 per 1,000 of |»opulation. Boston, with a population of 
560,000, had 23,780 telephones, or 42.3 per 1,000 of population against Amster- 
dam’s 8.7. 

Now, comparing Amsterdam with Manchester, England. Manchester has .543,902 
population and 10,647 telephones; or, per 1,000 of population, 19.6 telephones against 
Amsterdam’s 8.7; and Liverpool has 20 1 against Amsterdam’s 8.7. 8o it is not nec- 
essary to take an American city to show that the development is higher under pri- 
vate enterprise. Even as compared with European cities under private enterprise 
the develoiiraent in Amsterdam is exceedingly low, 

Q. (By Mr. Cj.auke.) How does the suburban population of Amsterdam compare 
with that of Boston ?— A. The point you mention is a very important one. Municipal 
boundaries and telephone-exchange boundaries are not coextensive. Around every 
great city the suburban places are of consetiuenco and usually the very center of their 
business and social life is in the city. The municipality can serve only within its 
own area, or else conduct a business beyond its borders where it has no jurisdiction. 
Amsterdam’s activity is practically confined wiiliin the municipal limits, and, ns a 
result of that, the development in the suburbs i.s practically nothing, while the 
development in the suburbs of Boston and of New York is greater oven, relatively 
speakjgag, than tlie development in the cities themselves. This limitation on its 
^activities, considering the peculiarities of the telephone hiisinees, is one that I think 
is entitled to the greatest weight in considering this (luestion of municipal ownership. 

Q, (By Mr. Litchman.) Have you entered upon the question at all so as to show 
a comparison between the strictly city traffic and the suburban traffle—that is, the 



U. N. BETHELL: — THE TELEPHONE BUSINESS. 796 

city within itseir^nd the traffic between the city and suburbs, taking a city like 
Boston or New York?— A. I do not quite understand. 

Q. I understood your testimony to be that the telephone service in the United 
States is appreciably affected by the service between the city and the suburb, the 
development of the suburbs being such that new lines were constructed rapidly for 
service between the suburbs and the city.— A. Quite so. 

Q. I wanted to know whether you had carried it far enough to make the compari- 
son between the suburban service and‘the city proper.— A. I have here a report of 
the mayor and aldermen of Amsterdam concerning the action taken by them, and 
their report on the effect of the telejdione industry there. It appears in this report 
that th»‘re is practically no development whatever except within the very heart and 
center of Amsterdam, because their rates are considered so high in such territory as 
is included within their concession outside of the heart of the city that there is no 
development. Now, in New York City and its suburbs (including the cities within 
35 or 40 miles of the New York city hall, the towns along the .Jersey coast in Mon- 
mouth County and those on Long Island) there are over 100,000 stations. I think 
these facts show the relative development between the two places. 

Q. My question went one step further, and that was to ask if you had any data 
which would show how large a proportion that suburban service was of your entire 
servicof— A. You mean what proportion of the telephones are in the suburban 
territory? I have stated already that there are 00,000 telephones in New York and 
over a hundred thousand in tho whole territory. 

Q. Ytiu mean by the whole territory (Ireater New York or that under your juris- 
diction?— A. 1 am speaking now (»f Grcaler New York and those portions of New 
York State, New Jersey, and Connecticut within 33 or 34 miles of New York City — 
the Jersey coast towns and tho Jmng Island towns. 

(i. And New York City prop«“r has about (>0 ]>or cent?— A. Sixty per cent of tho 
total, hut you may remember that I cited this morning Ihci case of Larclimont, 
where tho development is about 20 per cent, 'i'hero is a telo))hone for every 5 
people— practically one for every family; and th<‘ same, or a little less, percentage 
runs through all these towns, none of them being so small as is found in New 
York proper. 

Q. Is the suburban traffic considered profitable, or is it carried on as a iiccossity 
as a fo(‘der to tho main plant?— A. I think no one can tell exactly wliat any partic- 
ular branch of the bu.sinoss cosis. It is so complex that you can only estimate it 
and form your own opinion. A half a do/en uhmi might have half a dozen opinions 
on the subject. The aim in fixing rates is to make eacli community (‘any its own 
burden as nearly as possible and pay a fair share of the general expenses of admin- 
istration. 4’be same may be said of the several kinds of busini'ss— tlie truuk-liiic 
bu.siness and the exchange-lino business. Of course tlu're may be iilaces which for 
I ho general good must he served whether at a loss or not. They are essential parts 
of the system; the territory is developed as a whole; every part of it is jirovided 
with reasonable facilities. 

I was speaking about the conduct of the telephone business by the municipality. 
Another point worth mentioning here is that Kotterdam and Aiiisterdain are both 
cities of great importance and activity. 'I’hey lie close together, half an hour apart 
by rail, have fre(iueiit trams daily, and their entire interests are closely tied 
together; yet because of no central control, because (^aeli municipality is proceeding 
for itself, there are different styles of equipment, different engineering methods are 
followed, different rates are offered to the public, and tho general practices are 
different 

I have spoken of the riuluction in rate, the improvement in seivice, and the 
iiicrense in the number of stations; there is but one point left— that is profits. The 
concession accepted Iromthetfoverninont, it should be mentioned in the first place, 
shows that a profit accruing to the communal treasury must not be depended upon 
from the telephone service. The stations are coiieoiitrated in the center of the city, 
close to the central office, and the system is very small, as already shown. The 
traffic is light, because there are so few places which the subscriber can reach. Tho 
statistics for 1897 show that one-half the subscribers sent on an average only .500 
iiiessnges during the year. Labor, rents, etc., cost but little in Amsterdam. Opera- 
tors are paid from |2 to $4 per week; linemen and mechanics, $6.40 to $8 per week— 
10 hours a day. The salaries and wages of the entire Amsterilam staff' in 1898 were 
hut little more than twice as much as the Now York company expended in the same 
year for tea, coffee, and milk furnished its operators at no cost to them and the 
wages of waitresses employed m serving them. The entire Amsterdam rentjoll wa.s 
less than the rent paid by the New York company for quarters l^or its operators 
when off duty at one of its offices— not one of the large offices, but one of moderate 
size; one serving about the same number of stations as there were iu Amsterdam. 
As indicating iu general the cheapness of labor there, I may say that shop glrU work- 
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ing from 8 a. m. to 10 p. m. have an average pay of $2 per week; policemen and 
firemen, $4,80 to $5 per week; and for unskilled labor, $4 per week is considered 
good pay. 

The cost per station for the year, including working expenses^ interest, and depre- 
ciation, was loss than the New York company’s outlay per station for labor alone. 
In 1899 a majority of the committee for the management of the communal industries 
formally recommended, after a careful analysis and study of the telephone accounts 
made with a view to the modification of the telephone taritls, that the existing rates 
be continued for largo users, and that a alight reduction ($6 a year) be made to those 
sending 500 or less messages per year, with an extra charge of 4 cents for each mes- 
sage in excess of 500. A minority of the committee recommended the maintenance 
of a uniform rate, two members advising the trifling reduction of $4 a year, and one 
strongly opposing .any reduction whatever, because the costs per subscriber were 
already too high to warrant it, and it was anticipated that they w oiild increase 
rather than decrease in subsequent years. This member forcibly remarked that a 
reduction would totally or partially wipe out the amount contributed by the tele- 
phone industry to the general fund of the community, and for this he could see no 
single sensible ground. 

Ine mayor and aldermen determined that no reduction whatever should bo made. 
I shall read an extract from their report to the town council: 

“ The fact must not bo lost sight of that the working expenses per subscriber, as the 
trade accounts show, were higher last year than during the preceding year, and that 
the average expenses for construction were also considerably increased. Whether 
these expenses have already reached their maximum can not safely be stated; there 
is ground rather to think that they will further increase during the next few years. 
Contrary to what one observes with other businesses, with the telephone the expenses 
do not decrease in proportion of the increased number of subscribers, as every new' 
subscriber requires new capital charges, on which interest has to be paid and on 
which depreciation* has to be written ofl; and, further, the expenses of the service 
are not only increased by the amount which is required for attending to the new 
subscriber, but also with the additional cost incurred on behalf of the older subscrib- 
ers. How large this amount will be is iliflicult to say at present, but this is certain, 
that by an iucreaso iu the number of subscribers the uumber of combinations to bo 
made ou the multiple switchboards will increase to such an extent that an increase 
of the service exjienses per subscriber must naturally result. The question whether 
it would be desirable under these circumstances to decide upon a reduction of the 
telephone tariff we undoubtedly think w’e ought to answ^er iu the negative. There 
can be no (piostion of a reduction of any importance, whereas a small reduction 
would cause so great a loss to the communal revenue as to bo out of all proportion 
to the small advantage which would aciTiio to the subscribers.” 

The 80 -callcd profits therefore are represented by payments made to the communal 
treasury, which, so far as one can tell, may or may not have been consumed by 
admiuiatratiou expenses incident to the telephone industry. If so, then there wore 
no profits. If not, the profits were a charge upon the industry for the benefit of 
other municipal industries operated at a loss. In any event, the so-called profits were 
to a large degree fictitious and misleading. 

1 spoke of the energy with which the telephone plant was provided by the munic- 
ipality when it was at w'ar with the company. That was largely due to the 
enterprise of one man, a retired army oflicer, who pitched into the work and with 
great zeal built a plant and had it ready to operate within a year, If you should go 
into his central offices now, you would tiiul them ueataud clean, because Holland is 
proverbially clean. The manager, appreciating that the development was exceed- 
ingly low and that the conditions di<l not com])are favorably with what was being 
done in the rest of the world, olitained authority to visit other ])lace8. He went to 
Stockholm, Copenhagen, Heilin, and Switzerland, the olijoct being to determine 
what was lieing done iu the way of message rates in these places. He made a very 
elaborate report and a very interesting one, in which he, Slimming up, showed there 
were no difficulties with the message-rate system on account of the necessity of 
counting the calls. On this subject he reported general unanimity in all the coun- 
tries he ha<l visited, and said that the question of introducing message rates need 
not be dismisserl on account of the difficulty attached to the counting of the calls. 
He recommended a message-rate system and an iastullation charge, then a mainte- 
nance charge and a traffic charge. Ho said: '‘The whole tariff has been arranged 
in such a manner os through cbeapiioss and fairness to render the development as 
quick i^l the service sis efficient us can iiossibly be done.” Speaking of the exist- 
ing ratffl, he says : “ The high telephone tariff and the irrational and unfair arrange* 
ment thereof blocks the way to prop«*.r development.” Then he pointed out that a 
modification of the plan of charging was just as essential as a reduction in the rates 
thehiielveB. Now, let us see what happened to his report. It was made to the 
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committee for the management of communal affairs. After a very long time and 
after careful consideration, apparently, a majority of that committee, as already 
stated, reported that they considered it fair to divide the subscribers into two 
classes, and to retain the existing rates for large ustus and the message rate, with 
the minimum of 500 messages, at $30. pins 4 cents a call for the remainder. Now, 
the statistics of 1897 show that one-half of their subscribers averaged 500 calls a 
year and one-half about 2,500. They said that by the report of the director it was 
proved that there was no objection to the counting of calls, and that if message 
rates wore adopted there would be a reduction of rate to a good many of the 
jjresent subscribers and tho telephone would become a boon to a large aclditional 
number of inhabitants. That is exactly what the message rate has done in New 
York— reduced tho rate to a very large number of subscribers and been a boon to an 
additional number of inhabitants. 

Q. (By Mr. FARciUiiAii.) That is the motto, pay for what you get?— -A. Pay for 
what you get. Now, some of tho committee objected to this because the working 
cost per subscriber would be increased by adding new subscribers. Some thought 
that tho rate to heavy users should be raised. This was objected to by others 
because for the present rate an unlimited number of calls was already allowed. 
They therefore thought that no change should be made. The majority, however, 
recommended that the ordinary subscribers, excluding hotels and like places, should 
bo given the choice between the existing rate for unlimited use and this message 
rate of $30 for 500 calls plus 4 cents per call, which is not only relatively, but I may 
fairly say absolutely, as high a rate as is eharged in American cities for the same 
amount of service. 

Q. (By Mr. Litchman.) Is not the charge in American cities 10 cents a message?— 
A. No ; the charges in New York City range from 0 cents to 3 cents. ^Vo are talking 
about the message-rate j»lau and not the public rate. Now, I have givim you what 
tho majority wanted to do on that committee. A minority could not a^jreo to this 
at all, and its chief objection was that there was no automatic counting device, 
hence tho calls must bo counted at the exchange. The subscriber should have the 
right to complain, but finally he should be subject to tho decision of the administra- 
tion. Therefore, on this account the telephone in Amsterdam would become in the 
highest degree unpopular. Tho minority also reported that, no matter w'hat was 
done, elsewhere, it must be borne in mind that they were legislating for Amsterdam 
and that tho Amsterdam people would not submit to official rules. So tho minority 
rocommendod a uniform rate. Now', two members of the minority favored a reduc- 
tion of tho existing rate, and tho three member^ could not agree upon a rate. 

Now', with all these varying views presented, when tho matter came before the 
mayor and aldermon of Amsterdam, after discussion, they decided to leave matters 
as they wore, so that, while tho technical staff’ desired to reduce rates and enlarge 
the facilities which tho public reiiuired, and to develop the business, which the 
ti^mres quoted show needed develoiiment very badly, its recommendations were all 
disapproved, chielly, as is shown by the extracts fiom the report I read, because of 
tho foar if tho riicommeiidations were approved tho results w ould not prove popular. 
I think they were mistaken in that, because (juito the contrary is proved wherever 
tlie companies have struck out to develop tlui business, ami have iirovided the facili- 
ties that the public demands at rates that are lixod on a gradualed scale. 

At Kotterdam the rates range from $20.40 to $38.40 per year, plus an installation 
charge of $8. In 1800 there were l,0(X) telephones, and at the lirst of this year 
3^089— -making, with a population of 309,000, about ten telephones per 1,000— only a 
little bettor development than that of Amsterdam. In this entire record and in the 
whole telephone history of Amsterdam, considered in the light of tho conditions 
that hav(i prevailed and the results th.at have boon accomplished in other cities of 
the same rank botli in Europe and America, the.re is not a single fact, whether it 
relates to rates, scope or character of service, development, economy of administra- 
tion, or tho general welfare of the community, that argues for the municipal owner- 
ship and management of tho telephone industry. 

1 shall pass now to Groat Britain. Tho telephone wiis early held by the courts to 
oomo under the telegraph act of 1869, which made the telegraph a Government 
monopoly. The postmaster-general having, under this decision, the exclusive right 
to operate the telephones in Great Britain, and being unwilling or unprepared to 
directly exploit the new and doubtful enterprise, granted licenses to various private 
companies, limiting the operations of each to a specified area, and providing for the 
pryinent of a royalty to the Government of 10 per cent of the gross receipts. All of 
these licenses wore made to expire in 1911. ^ 

The restriction to specified areas by preventing iuterurban commuuicaticm proved 
most unsatisfactory, and in 1894 other licenses, which removed all restrictions and 
limitations as to tho area in which tho licensee company could operate, were granb^. 
These new licenses were also made to expire in 1911. As a result, trunk lines were 
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very rapidly built between the several telephone ceuteiB, and the business in trunk- 
line traffic grew up. 

Now, for a time the post-office endeavored to establish competing systems. You 
must remember that the Government was operating the telegraph and it feared that 
the telephone would make inroads on its revenues. It was a growing means of com- 
munication. So it started competition, but met with no success, notwithstanding 
the fact that it was taking 10 per cent out of its rival's earnings as a royalty. In 
Newcastle, the only place whore the Government has had an exchange of any consid- 
erable size, the Government exchange was established before that of the company, 
but it has neNcrhad more than 650 subscribers, while the company’s exchange in 
that place had, the first of this year, 3,748 stations. In Leicester the Government 
exchange had at one time several hundred subscribers. It now has none, while 
that of the private company has 2,305. In all other towns the Government’s 
competing exchanges have entirely disappeared. 

The next step in the history re3ulte<l in an amalgamation. For some time after 
1884 there was a considerable telephone development, and it soon became clear that 
to get the best results there must be uniformity of system, similarity of method, 
concentration of administration and management, and complete intercommunica- 
tion between all subscribers. The outcome of this was ajimlgamation and the for- 
mation, in 1889, of the National 'I'clephone Company, which is noAv operating all 
over Great Britain. One of the first re.sult8 of this amalgamation— although, as I 
said, none of the amalgamated companies had been in competition with another — 
was a reduction in rates practically to one-half of the former figures. 

It is interesting to say right there that concentration under private management 
produces better results than under Government management, as is illustrated by a 
little incident in connection with the Swiss railroads. When the Government was 
planning to take over the railroad there it was urged as one important point in favor 
of the work that whereas there were three headiiuarters of the various roads which 
were to he taken over and three main offices, under the Government iiianagoment there 
would be but one, and that consequently, through this concentration, economy would 
result. Owing to the pressure brought to boar upon the representatives by the 
various cities interested, how'ever, th<^ final result was the establishment of four 
headquarters and main offices instead of three. 

Q. (By Mr. FARquiiAU.) How do you account for that great reduction as soon as 
this National Company had control of all the lines?— A. 1 account for it by the 
fact that there were economies through concentrated management and uniformity 
of methods and through doing business on a larger scale. Perhaps some of it was 
attributable to a reduction which had really gone on from the beginning through 
the development of tlie telephone business. 

Q. That is, in efficiency of the operatives themselves?— A. Yes; to some extent 
through such increased efficiency, but more ])articularly to better knowledge as the 
result of experience on the part of eiigiiuiers and managers. 

Q, Did I understand there that the reduction was one-half?— A. One-half; yes. 

Q. I think the commission would like to know how it was possible for that rodno- 
tiou.— A. I will give you my authority for the statement. 1 was mentioning the 
policy of the Government ailopted in 1892. It was a])pareutly designed to further 
safeguard its telegraph revenues, and led to the purchase of tho telephone trunk 
lines. Now, ii\ certain jilaces, especially in London and Glasgow, as I have inti- 
mated, the local authorities persistently refuseil to permit the substitution of under- 
ground for overhead wires, and the company was tliorefore unablo (o render efficient 
and satisfactory service. Tlie numerous comi>laints duo to these conditions led, in 
1895, to the appointment of a select committee of the House of Commons to consider 
the whole (iiiestion of local tehqihone service. This committee took a very large 
amount of evidence, but did not make a formal report. The cliainnau (the then 
postmaster-general), however, submitted a draft report condemning the granting of 
telephone licenses to municipalities. 

In 1897 another inquiry was made l>y a special commissioner at Glasgow, the 
municipality there desiring to compote with the company. The report of the special 
commissioner was against the municipality, and its action in refusing facilities was 
characterized as unreasonable and un justifiable. 

In 1898 there was still another inquiry by a select committee, presided over by the 
secretary to the treasury. In the report of this committee the main idea seemed to 
he that during tho remaining years of the company’s license (you remember, it 
expires in 1911) the State should endeavor to break down the company’s business by 
competiitiou. As a result of this, in 1899 the English Parliament voted the neces- 
sary funds to enable the Government to begin its competition iii London— voted 
£2,000,000 — and empowered the postmaster-general to grant* licenses to municipali- 
ties. There was, however, this element of fairness in that law. It was stipulated 
that whenever the postmaster-general licensed a competitor the National Company’s 
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license slion Id be extended for a like time. The post-office is now constructing its 
plant, and will probably begin rendering service in London before the end of this 
year. Licenses have been granted to some municipalities. Glasgow has already 
opened an exchange, but the movement has not yet proceeded far enough to produce 
any results. 

Q. (By Mr. Farquhar ) Was it dissatisfaction in respect to the rates which 
caused this legislation on the part of the British Parliament, or the lack of service, 
or what?— A. Well, both. The service was exceedingly bad, for reasons I have 
stated, and although the English rates are alwa>8 said to be very low by people 
comparing with us, there was .ja^t as much dissatisfaction there, and far more, 
in fact, than there has ever been over here Yon will find that to be true almost 
everywhere, because the general public has actually known so little about the details 
of the telephone business that they have erroneous opinions as to the amount of 
profits involved. I think that holds there as well as anywhere else. Now, this 
competition in Loudon will not be on equal terms. The post-office possesses statu- 
tory powers to run its wires, which the company does not possess. It can afford 
postal facilities to its subscribers and deny them to the company's subscribers, and 
it is taking 10 per cent of its rival's receipts. Now, under these same conditions, 
as 1 have already pointed out, the private company has in several cases outstripped 
the Government in its previous efforts to compete, and according to the announce- ' 
ment made by officers of the company at its rcc.ent annual meeting, it seems to be 
going forward cheerfully. Its stockludders have voted tnnds and thqre is to bo an 
interesting t elephone war in London. The result of it all will bo a waste of capital 
and great public iuconveniem-e. Just exactly what the final outcome will be no one 
can tell. 

I have taken a great deal of this information about London from the various 
reports of the committees th.at 1 have referred to, and I have taken some data from 
a communication in the London Times. What the writer of that communication, 
in summing up, called “the mistakes of Government respecting the telephone," 
were summarized as follows; 

1. It refused at the outset to acquire the patents. 

2. It impeded and harassed the companies in developing the onierprise. 

8. It favored the idea of unlimited competition, which Ruled. 

4. It aoquirod a portion only of the companies' undertakings— namely, the trunk 
lines— instead of the whole system. 

5. It has always refused the companies ado<iuate powers for running wires, although 
two committees of Parliament have recommended that such iiowers be granted. 

6. It has now reverted to the old policy of obstruction, coupled with an unfair 
competition. 

Alter this summary the writer adds: 

“The company is conducting a public service— the growth of barely 20 years— 
which, in volume of business, is more than five times greater than the postal tele- 
graph 8ervi<!e of the State, and the wonder is, not that it has done so little, but that 
under all the circumstances it has done so much. ’ 

Now a similar policy with respect to other branches of the electrical industry has 
been followed in England. As to this, the Evening Po.st of Now York, said, editori- 
ally, day before yesterday : 

“Mr. Arthur Chamberlain declared yesterday, in a speech at the meeting of a large 
manufacturing (concern, that preeminence in electrical industry had gone to the 
United States, because it had been strangled in England by the mischievous activity 
of the home office and the local boards. Many facks supporting this contention are 
brought out in a recent communication in the London Times," 

While sjieaking on this general subject I desire to make a few references respect- 
ing the present attitude of* intelligent public opinion in England. 

In an article entitled “Official obstruction of electric progrevSS," published in the 
Nineteenth Century for February last, Prof. .1. A. Fleming, D. Sc., 1’. K. S., after 
stating at length the .story of the relations of the post-office and the telephone, says : 
“The whole behavior of tffe post-office toward private enterprise in telephony dur- 
ing the last 20 years has been marked by inconsistency, ineptitude, and want of 
prevision. ^ Its procedure so far gives no warrant for expecting a farseeing 

and successful business policy. * " ^ Thechief complaint against the telephone 
company has always been its high charges to users, and thc-difliciilt.v in getting con- 
nection. The first is partly due to the imposition of the 10 per cent royalty, which 
is really a government tax on telephony, and the second is partly a result of the 
opposition of the post-office to the telephone company’s efforts to secure proper rights 
of way leaves. " The total royalty paid by the National Telephone, Company 

and its predecessors up to the 80th of September, 1900, has been £1,081,490. ^ " * 
Hence, the business which the postal-telegraph department does not itself conduct, 
but only taxes, yields it a handsome profit; the busiuess which it was formed to 
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carry out is conducted at a loss. “ ^ ' The most effective method of afflicting 

any department of applied science with creeping paralysis is to constitute it a gov- 
ernment monopoly.’’ 

After reviewing the English electric lighting acts Professor Fleming states that 
when he “explained to Mr. Edison the nature of the legislative shackles that had 
been applied to the business of electric supply iu England, that distinguished inven- 
tor exclaimed, ‘ Why, they’ve throttled itV” In the same way, he says, the tram- 
ways enterprise has been simply crippled, and adds: “ We tind now that we have to 
go for much of our knowledge and for many of our materials and machines to the 
experienced inventors and manufacturers iu the United States. 'I'hey are past mas- 
ters in the art; we are just learning the businoss,” The lack of development in these 
industries is charged almost entirely by the distinguished writer to purchase clauses 
in the several acts, such as Professor Parsons suggested in his testimony for adop- 
tion in this country. Speaking of municipal opposition to the supply of electric 
energy in bulk, as it is called, he says: ‘‘ Pri\ ate businesses have to take all the risks 
of injury by comjietition or improvements, and the fittest survive. But when a 
municipal corporation goes into business with a capital borrowed on its ratos, its 
tendency is to oppo.st; all progress which may conllict with its own immoiliate profits, 
and to cry out for a protection to municipal trading not gi anted to private enterprise.” 

Summing up he says: “ One answer, fherefore, that is suggested to the ([uestiou 
why electric iu\ention goes slowly in Great Britain, is that the legislation of the 
last dO > ears has jnit the control of its results largely into the hands of imi»erial and 
municipal offlcials. ” ' ' Hence, if electrical invention is not to languish in 

Great Britain, some reforms seem necessary. Puldic opinion must be brought to 
boar more strongly through the press and Parliament upon the administration of 
imperial and local govciumental dep.irtments, which are in the practical control of 
electrical monopolies, fhe conduct of municipal bodies to new electrical enter- 
prises must be continually criticised.” 

At a recent meetiugof the Institution of Electrical Engineers a paper was read 
by Mr. William L. Madgen, in which h<^ says: “ Everv article on the subject (elec- 
tricity) in the magazines and <lailv jircss, and they have been many, appears to 
bewail the backwardness of this country in electrical enterprises, * ' ' audit 

seems lull tunc that steps should bo taken to place the resironsibility for our back- 
wardness whole It h<‘IongH. ' * We have no feeling Imt cordial good will for 

those fi iends abroad who have made our visit so pleasant ami instructive, but the 
reflections of many of us on our return have been those of iiulignatioii at the 
obstacles set in the path of our industry by the governing bodies of this (tountry 
and of resentment at the wretched waste of energy and enterprise which they have 
occasioned. * ’ ^ It (the lack of pi ogress) is <lue iu the first ])lacc to silly leg- 

islation by Pai liameiitand toohstnictioii bytlie numerous local authorities inti listed 
with arbitrary powers. In the second place, it is due to a class of quasi offlcials 
and their associates to whose diieet monetary ailvantagc it is that au opposition 
should he entered to e\or\ project in which they are not employed. There may be 
coutrihutory eamses, but to those and others that flow from them our chief difficul- 
ties may bo assigned.” 

In this paper and the discussion which followeil its reading, as reported in the 
journal of the institution for April last, there is a full and lucid exposition of this 
whole question, including eh*ctric lighting, traction, power, and the telephone. 
Meu justly eminent throughout civilizatioir for their scientific atf ainments— the 
very meu who should bo and doubtless an; best iufonued on the subject — took ]>art 
iu that discussion. 

Time w ill not ]>eimit me to read extracts from this report. It shows throughout 
an intense feeling of humiliation over the condition of the various branches of the 
electrical industry iu England and a practical unanimity on the question of respou 
sibility, fixing it upon unwise legislation — along the exact lines whicli I’rofessor 
Parsons recommends for this country — and muuici])al obstruction. Mr Atherley 
Jones, M. P., present by invitation, took occasion to say : “ We have perhaps coddled 
our municipalities a little too much. We have recognized by recent logisjation that 
the chessboard system— if I may use the expression— of local government is not that 
which, in certain directions, is best suited to serve tb(‘ public benefit. * ^ * We 

find that one of the greatest hindrances, probably, to the development of electrical 
enterprise, in traction or in lighting, has been the veto, which can be exercised by 
local authorities over the private enterprise. That, I think, will be removed.” 

A member of the institution, an officer of the Natioiml Telephone Company, said: 
“I have been fighting the opposition (Government) for many years and I have never 
yet been beaten on equal terms, and 1 have never been beaten on unequal tcrims— 
very unequal terms iu many cases. The whole point of the matter is, tlins, e(|nality. 
* * ” The histiiry of the telephone branch of electrical engineering is a history 
of one long tight by the companies to be allowed to serve the public.” He then 
states this history very fully. 
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Replying to this speaker the head of the engineering branch of the GoverninenPa 
telegraph and telephone department used those significant words : * ^ ‘‘In act- 

ing as the post-ofhce lias it is really protecting the rights of the (Toverninent under the 
telegrajih acts. Those acts were passed as the result of a public (lemaud pressed on 
the Oovernuient, and they were earned by Parliament in response to those demands. 
Any snbseijuent action, whether the action of the committee of the Honse of Com- 
jiions, of the Hoifse of Commons, or of the ]) 08 t-ollice itself, is the result, gencriilly 
spciiking, of public pressure.*' Hesaid nothing whatever in justification of the action 
of the post-ofhce except that it was “ to meet the demands of the ])nblic. * 

Thus it will be observed that among intelligent Riiglishmen tlie sad results of 
imperial and municipal control of the electrical industiy, in all its branches, are 
clearly recogni/ed and that already strong forces have been set in motion to rmiiove 
the shackles placed upon it by misgnideil public opinion. 

Now, on the whole, considering these handicaps that 1 have mentioned, the devel- 
opment in (freat Hritain has been far in excess of that attained on the Confinent 
under goveriinieiit or mnnicijial ownership. On .January 1, IbOl, London, with a 
po])nlation of 5,(133,000, Inwl 41,111 telephones; that is, 7 per thousand ; New York, 
with a ])opulation of 2,050,000, had .51,047 ; ]»er thousand, 20. Among European cities 
of its class London’s development is exceeded only by that of Berlin, and in Berlin 
we saw how the rate policy of the (lovcriimeut laid developed the bnsini'ss at the 
expense of the of, her imperial ie\eniies. 

riie rates, generally speaking, in England, arc Hat. The Pailiaincntary committee 
ill ISP8, repoited in favor of message rates. 1 will read an extract from the 
ovideucii of j\lr. W. E. J.. (Jaine, before fhe select commitfee of the House, lie is 
general nianagm' of the National Teleplione Company. He says: “I think we have 
been wrong \ in ailopting flat rates) from the very eoiniiien enienf ; and nearly o\ery 
other comitr/ has been wrong. Amoriea has ret tilied this. In New York, in par- 
ticular, they ha\e been very suceessfiil in bringing the message rate into operation.*’ 

This eomniittee took a great <leal of e\ide,nee and made a very volumious report. 
It gathered information from the eoiisnlar service loports from jiractieally all over 
the world respecting tolophone conditions, and it said respecting message rates: 

“ Tlio present suliscription system, with the siihscrihei’s right of imliniited user, 
means this; That persons who are rich enough to jiay a fixed iinniial sniii and who 
use the telephone siiftieiently often to find sueli a payment advantageous to them- 
selves, wliose CO! respondents also ]>ay a similar sum and use the sm i ice with 
similar tVe(|Ucncy, can alone or almost alone avail Ihemselvos of this mode of com- 
innnieation. It is just as it tlie post-ofllce slionld decide to dispatch telegrams only 
from persons paying an annual subscription, and to allow smdi yiersons on payment 
of their subscriptions to dispatch without further charge any number of telegrams, 
reiiiiiriiig at the same time, that telegrams should be addressed only to yiersous eon- 
neefod with tlie post-offici! telcgrayihs l)y private wires. 

‘‘Mr. Game, the general manager of the National Teleplione Company, admitted 
to your committee that tlie system of limitiuyj the service almost wholly to subscrib- 
ers and giving to each subscriber an unlimited use— a system which is universal in 
this country and is adopted to a large extent abroad — has been b.ised from the first 
on a wrong principle." 

The London rates, as 1 said, arc flat. The rales arc, dire( t lini', liiisiness $100: 
residence $00 a year, with discounts fur long-term contracts. In comparing, I shall 
use the rates under one-ycar contracts. The pa.Nuients are annual, in advance, in 
London; in New York, monthly, in advance. The National (!om])an,v lias a very 
large fund which it carries forward from time to time as rentals paid in advance. Its 
aiimial statement at the close of last year showed $3,840, OOO carried forward in that 
account. The exact amount for Immlon is not stated, hut the iuterest on such a 
fund would be an item worth considoring in any comparison. I have no means of 
telling exactly what the average rate in London is, but taking their published 
statemmits, sliowmg the imiiiher of statious they have, tlie iiumbor of Hues they 
have in service, and taking their jnihlished tarifl' hooks, as near as 1 can get at it, 
the average rate in London — and I tliink it is a very conservative statement— 
approximates $72, Now, as I have shown you, the average rate in New York is $85. 
The oueitem of wages alone, iiiasmneh as onr wages exceed tlieiis, on an average, 
by 100 per cent, is euoiigh in itself to account for the dilforeiicc between these aver- 
age rates. There is another important point. One might urge that with a Hat rate, 
an unlimited user, as you put it, the subscriber gets more for his money than where 
the message rate is applied; and that, therefore, in l.ondoii for $72 the man would 
be getting more than he would in New York for $85. Now, uuquestionably, imposing 
a charge on oaidi message limits the number of messages that are sent. That is 
human nature. It eliminates, generally speaking, all frivolous conversation, the 
unimportant use of the telejdume to make appointments for to-morrow or to discuss 
the episodes of last night, and so on; and tnere is a reduction, perhaps, of 20 to .30 
per cent in the average traffic, where each talk is charged for. That is oti'set by an 
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excellence of service, which makes the service relied upon for most important trans- 
actions. In New York, for instance, most important transactions— transactions in 
stocks and important matters of all sorts -are transacted by telephone, without 
any hesitation whatever. The service is so permanent, reliable, and quick, that it 
is very generally relied on. Now, the London service is not so generally relied on, 
because of its inferiority, which is duo, I repeat, in my opinion, larply to the munic- 
ipal refusal to permit them to put in a plant that is absolutely necessary to render 
efficient service, and also due to the fact that their system is smaller than ours. I 
have already given you figures showing that our system is larger than theirs. We 
find that the greater reliability of the service and the larger system draw out just 
as much traffic per station as they have in London, the figures showing that the aver- 
age traffic in the two places is about the same. Therefore, you have about the same 
amount of traffic in New York that you have in London, in the one place for $85 and 
in the other place for $72. 1 think the comparison very favorable to New York. 

Q. (By Mr. IjITCuman.) When you say you have the same service, do you mean 
that there are the same number of persons per telephone in London as in .New York?— 
A. I say that the number of talks per station is just as great in New York as in 
London, notwit! .standing that in New York we charge for each talk, while in Lon- 
don the charge is tne same whether the talks arc many or few. I am olfering these 
facts to show that while the average rate in the two places does not differ very 
much, the average man in New York gets just as much service as the average man in 
Loudcii. 

Q. By Mr. Kennedy.) While you are making a comparison of that sort, I would 
like to a.sk you if you have ])roi»arod a comparison in regard to long-distance rates. 

I sc ) that there are some remarkable statements in tc.stimoiiy here in regard to long- 
distance rates.— A. I have endeavored to confine myself to the conditions in tlie large 
cities, so far as jiossible, and while I think that the differences in conditions would 
account for any apparent differences in long-distance rates, I think I should leave 
that for Mr. Hall, who I understand will cover that in his testimony. 

Q. It has been stated before this commission that long-distance rates are lower in 
Europe than in this country. It was stated that from New York to Philadelphia, 
137 miles, the day rate is $1.25 for 5 miuute.s, while in Knj^land, the rate would be 
48 cents for the same distance; in Franco, 30 cents. That is a remarkable disparity 
in rates.— A. Yes; it is a remarkable apparent ilisparity. I do not know that the 
figures are correct. As I say, I have not undertaken to discuss this question of long- 
distance traffic, for the reason stated. I am not connected with the long-distance 
company in any way whatever, an<l, as 1 understand it, Mr. Hall is to give you lull 
information oii that point. From my observations, howevi'r, both in Europe and 
in this country, I think a careful iniiuiry into the question would satisfy any reason- 
able person that the differences between the two countries are more apparent than 
real, as I am showing } ou on the (luestion of exchange rates. 

Q. (By Mr. Clauke.) Are you able to state how many private companies were 
amalgamated to form the National Telephone Company? — A. I do not know that. 

Q. Wa.s there any objection raised among the people to the formation of the 
National Telephone Company, on the ground that it was in the nature of what we 
call a trust?- A. Not that 1 ever heard of. 

Q. Have there been any public evils or bail consequences from the formation of 
that company ?— A. Not that I have observed, as brought out in any of these parlia- 
mentary inquiries, unless von would say that the general dissatisfaction with the 
rates and service in Great Britain, which led to the enactment of the law of 1899, 
could be so construed. 

Q. Suppose 'the (Jovernment were not competing with this company, is it your 
opinion that the company would make its rates as reasonable as they are now?— 
A, I hardly know what the companv would do, because I am not connected with its 
management, but I think a wise polic;y on the part of the company would be to 
make rates just as good as those it now offers, if not considerably better. I agree 
with the parliamentary committee entirely as to the wisdom of having a message 
plan in London. The company’s rates were adopted before the Government’s com- 
petition was commenced. Let me make another comparison, though, before I leave 
the question of London rates, because we so often hear of great discrepancies between 
New York and London rates. The London flat business rate, annual contract, is $100. 
Now, that is for a direct-line station, eliininatiug all extras, all supplementals. Now, 
our New York measured-service direct-line average rate was $102 at the beginning of 
the year. There are more measured-service direct lines in New York than there are 
direct lines in London, so that there we have another comparison favorable to New 
York. 

Q. (By Mr. Litchman.) Will yon kindly explain that a little more definitely? I 
do not understand what you mean by direct line.— A. We call a direct line one that 
is exclusively for the use of a particular subscriber. If a line runs direct from your 
station to the central office, and no other subscriber’s station is attached to that line, 
we call that a direct lino. 



tJ. N. BETHELL: — THE TELEPHONE BUSINESS. 803 


Q. (By Mr. Farquhau.) Ih there a large increase in the acquirement of these direct 
lines now by subscribers?— A. A large increase? 

Q. Yes; demand for direct line.— A. Outgrowth consists almost entirely of direct 
lines in New York. On the question of wages, Mr, Forbes, president of the National 
Telephone Company, testified before the select committee of the House of Commons, 
in 1895, that the wa^es of the company’s operators varied from .5 shillings (for under- 
studies) up to 17' shillings per weeV; lady superintendents about 2 guineas })er week; 
wiremen fi shillings a day. The testimony taken at the Glasgow inquiry in 1897 
showed the average pay per week lor tbc^ National Telephone Company’s operators 
in that city to be 98. 4d. The London wages may have been increased since 1895, 
but considering the ruling rates then and now for all classes of laboi' in London, it 
is safe to say that the increase, if any, can not have been great. These rates of pay, 
with a reasonable allowance for increases, compared with those already mentioned 
for New York, show that the statement that New York wages average double those 
in London is very conservative. 

Considering the extent to which labor enters into the cost of service, differences in 
wages, rents, transportation costs, etc., there should be a greater ditteronco, per- 
haps, between the New York and London rate in favor of New York ; but, in fairness, 
Lomlon is entitled to a consideration of the fact that it pa^ s a heavy royalty of 10 
per cent to the Government, and that the co.st of the, service is largely increased 
by the ol»structive policy of the municipal govmnmeni. Much that in New York 
we are enabled out of our earnings to pay to labor in the way of wages goes in Lon- 
don to the Government in the shape of royalty, or is wasted through opjiosition of 
the municipality. 

In the iScandinavian cities we have a demonsti ation of what can be accomplished, 
even on Ihiropeiui .soil, by privateoiitorpri.se, notwithstaiuling theembarrasHmentsof 
governmental and municipal interference and opposition, 'fho situation in these 
cities has been greatly misunderstood by thosi' who have not studied it very care- 
fully. Copenhagim and suburbs is operated b> a private company. C'openhageu is 
one of the best telephoned cities in Europe. 1 1 has a populat ion oi 1)12,859; it has 
15,811 telephones, or 49 ]>er thousand. San Tiancisco, however, with a population 
of 342,782, has 21,321 telephones, or 62 per thmi.saml. All these are first of the year 
figures. The service and facilities here are far in advance of all Continental conn- 
tries, except Sweden, In Copenhagen the residence rate is $27; business rates, 
$32.40 to .$48.60 ])(T jeai; message lutos, $13 per jear, up. Skilled operators are 
paid from $2 to a little over .$3 per week; linemen, about $5.70 )ier week. So far as 
the ]dant is concerned, Copenhagen is chiolly on tlie single overtead-wire plan, it 
is now^ being gradually changed to metallic circuit, underground. The central office 
plant is somewhat out of date, but plans tor a new building and new eiiuipments 
are now under way. 

Notwitlnstaiidiug these excellent conditions under private ownership, thoGovern- 
meutin 1898 assumed control of the tele[>hone business, and licetised the company for20 
years longer, reserving the jiow er to fix the rates every 5 years. In 18!)9, the Government 
fixed the rates which I have mentioned, and these are slightly lower than the rates 
which obtained prior to that time, 'fo compersate, the < oinpany for this reduction, 
the Government reliowd it of the payment of a i-ompeiisation to the municipality 
previously paid; frceil it from all rights-of-way charges, even in the case of owners 
of private jiroperty ; gave it protection from a.il users of high-tension cnireuts; and, 
in some ways, gave the company the same advantages that usually accrue to a Euro- 
pean State. 

By comparing these facts with those stated as to other European places, we see 
that the best conditions thus far commented on exist at Copenhagen, where until 
very recently the industry was left to private enterprise with but little interference. 
Moreover, considering the relative purchasing power of money in the cities of even 
rank in this country and in Copenhagen, the rates in the Danish city are relatively 
as high as those in the Araoricau cities. 

Niccdea,— The Sw edish Government has no monopoly by law of either telegraiihs 
or telejihones, but has the advantage of exclusive rights over State highways. 
Excejit in Stockholm, the industry is now conducted by the State exclusively. 

Stockholm has the largest development among cities of its class in Europe or 
America, except, possibly, San Francisco. On January 1, 1901, with a population of 
320,000, it had 22,000 telephones, or over 69 per thousand. The San Francisco figure 
I have already mentioued, hut Sau Francisco has since been making such rapid 
strides that now it is perhaps ahead of Stockholm. 

Q. (By Mr. Litciiman.) Oo I understand you that Stockholm has not a public 
system?— A. There is a public system and a private system, which have been in 
active competition since 1890. The business is chiefly m the hands of the private 
company, its stations numbering at least two to the State’s one. Usually the devel- 
opment in Stockholm is attributed to the Government, and generally popular writers, 
by ignoring the existence of the private company and by referring only to the State, 
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lead the public far from the truth. Even Professor Parsons, a student of the sub 
ject, as I niulerstand his testimony, seems to have only confused infonnation about 
the conditions. As I remember it, lie speaks of the cojulitions as if they were pro- 
duced by the S'tate ; anyone reading liis testimony would got that impression. There 
has been very active <'ompctition between the private management and the State. 
The State has no monopoly under the law, but it has obtained control of the busi- 
ness in all parts of Sweden, except in Stockholm and its suburbs. It eontrols the 
interurban lines, aud it has been in very strong comi)etition with the private com- 
pany In Slockholm. 

On visiting Stockholm one is impressed by the beauty of the city, the substantial 
character ot its buildings, the activity of its people, and above all by the cheapness 
of things. On this matter of cheapness I shall ])rosent a few details to serve as 
illustrations. The present Amenean minister at Stiickholm, Mr. W. W. Thomas, 
who has spent the greater }>art of 40 years in Sweden representing our (Jovernment 
in various capacities, ha*s written a book on Sweden aud the Swedes, from winch I 
shall read a lew extrai ts: 

“The Swedes in the cities live in llats. Vou will (iiid few families in Stockholm 
occupying a whole house. ' " Many bachelors and some families, too, in 

Stockholm, diiui at the restaurants, of which there are many in the city, and all 
of them good. Special ariaugements may be made by the month, whi<*h are very 
cheap. ' ‘ Th«‘ Swedish sei van! girls are admittedly the best in the world. 

They are kind, obliging, pidite, neat, skillliil, and seem to have their employer's 
interests at heart. The.v usually ilo the marketing, and will procure much more 
with the money given them than yon could get lor yourself. I’liey buy vegetaliles, 
fruits, meats, and lish on the open .s(|uare8 and market places, not nnfre(|iiently at 
first hand from the country people, and cheerliilly lug home their 20 or HO jkvuikIs of 
purchases in l.irge brown baskets. 'I'hey work, too, for what would seem to ns in 
America to be very sinall v\ai:es. The average pay of a first girl or coidc in the 
cities of Sweden is 75 emits a week, aud of a housemaid .50 ciuits. 'fhev expei t, also, 
to receive a jirosent ot 10 crowns (^2.70) ami a new dress at Christmas and 10 crow ns 
at midsummer; and besides, tin y receivealittle giatuity now and again Irom guests 
who visit the house, but nothing more. The servant girls do not hire out bv tln> 
week, as with us. I hev engage by the year, or pos.sibly tor (> months, Imt rarely tor 
a shorter time. '' I once \ isited a triend, a captain in the Swedish army , in 
the interior of Sweden. His wite was an invalid, and his establishment was cen- 
ducted by a most excellent housekeeper. Her salary, I found out, was 100 crowns 
($27) a year." 

Speaking of insuring his fiirnitnre for a year at 50 cents per .$1,000, a ])reminm of 
one-twentieth of 1 per cent, he conimeiits that he hail insureal liis office furniture, in 
what we call a tirst-class brick building in America, a tew nionths betore at 1 per 
cent per annum, exactly 20 times the Swedish rate, and adds; “ i bis was a r« v ela- 
tion in insurance. The subject was interesting. I looked liirtlier into it 1 found 
the premium on lust-class buildings, though higher than on personal property, was 
only 75 cents on .$1,000 a year. However, by paying $17.50 on $1,000 you may insure 
your house forever, and not only the particular house now standing, but all tirst- 
class houses that may be built on the same lot to replace it and its successors to the 
end of time; that is, the sum au American pays to insure his dwelling for 2 years 
will enable a Swede to insure bis Stockholm bouse forever. * " flie Swedes 

are very ecoiioiiiical ami eaielul ot everything. Skim milk is regularly carted 
through the city in bottles and sold. The blood of slaiiglitiired animals is suv ed aud 
used in making soups ami pmldiiigs." 

Speaking of physicians, whom he charai-terizes as skillful, highly educated, and 
most honorable geutleuion, he says they “do not make out or send iii any bill to 
their patients. What you pay your doctor is entirely ojitioiial with y ourself.’' 'I'he 
custom, Mr. Thomas states, is to send tor a year’s services an amount ranging from 
$27 to $1H5, according to the position ol the family in society. 

In a personal conversation, Mr. Thomas informed mo that the pav of a policeniau 
in Stockholm was .$21.fi() a month, aud that ot a private in the Swedish army was 10 
ore (2.7 cents) a day, with subsistence ami uniform. The legal cab fare in Storkliolra 
is from 13^^ cents upward, according to distance, while in New York the iiiiiiimum 
charge is 50 cents. The legal faro lor a ride of 4 miles in Stockholm is 53 cents, and 
in New York .$2. 

In “Railroad Transportation" President Hadley refers to Sweden as “the only 
country whose railroads have cost anything like as low a figure" as $30,0(X) per 
mile, and say 8 “land, labor, and material are all exceedingly cheap." In the tele- 

f ihone company’s service skilled operators are paid from $1.06 to $2.92 per week; 
inemen and mechanics about $6, and foremen about $M.30 per week. 

The company has in its entire territory in ami around Stockholm 27,247 stations 
and 573 employees ; i. e., one employee for 47 stations. In New York the figures men- 
tioned worK oat one employee for 17 stations. These figures are very significant. 
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lu view of these various facts showing the conditions of living and the cheapness 
of things in general, we should expect under normal conditions to dud telephone 
rates that to us would appear to be very low. But the conditions are not normal. 
The bitter competition between the i>rivate company and the Government has created 
conditions which make it quite unsafe to take any rates that we may dnd in Stock- 
holm as a criterion of what should be expected elsewhere, even were it possible to 
make duo allowances for any differences that might affect the relative costs of ren- 
dering the service. On this point 1 quote from the official re]tort of the director of 
the municipal telepliono industry at Amsterdam, made in Se])tember, 1898, after a 
thorough investigation of the subject on the ground: “ It is plain that the extraor- 
dinary development of the telephone at Stockholm is the result of the sacrifices 
which are made by the Kingdom as well as by the Allmauna Company, and we may 
also add that, according to the statement of Mr. Hultman, the shares of the company 
are held principally by the wealthy director, Mr. Ericsson, the manufacturer, who, 
after past years of profitabh', enterprise, would now lie satisfied with little or no 
interest, in order to sustain the liattle with the fJovernment. For telephone enter- 
prises which have to find the money themselves, and have to work, as a rule, at the 
same time under loss favorable local conditions, the unique position of the telephone 
at .Stockholm can hardly be cited as an example.^’ 

That the rates are too low even for Sweden, and that competition works in all 
ways unfavorably, are shown by the follow ing extract (taken from the report of the 
select committee of the British House of (!ommons, 181).‘7) from a lefterto Sir Wil- 
liam ITccce, then engineer in chief of the British tidegraphs, from Mr. .Storckenfeldt, 
then and now dircidor-generai of the Swedish telegraphs: 

'‘The private toleplione company in Stockholm has obtained the right to work 
telephones within a distance of 70 kilometers railius from Stockholm, but may 
not extend ojioratioiis oiitsidt^ of this circle. This concession does not, however, 
exclude the State from likewise working telephones in the same district. In conse- 
quence a competition has arisen which works in all ways unfavorably, and which 
has also entailed the result that the fees have been brought down far below the 
proper ones. ' E\ on for ^weilish circumstances the fees are quite 

unreasonable " '' ’ (luito loo cheap.’’ 

This is a. frank aidviiowledgriieiit. What the. Government loses in Stockholm it 
can make up elsewluTe. (lontrary to the nih^ generally followed, it charges more 
for service at Malmo— for exainple— a much smaller city, than at Stockholm. Besides, 
it has the State’s revenues from oilier sources to fall back upon if necessary. The 
intensity with which this Stockholm telephone war is carrii'd on in absolute disre- 
gard of the public interest is shown by the fact that since Mr, Storckenfeldt’s letter 
was wi ittcii a still further reduction in the (fovernment’s rates has been made. The 
Amsterdam director reported: “The Kiks telcfon has again lowered its tariff to 50 
kroner ($13.50), with 50 kroner entrance fee for places within the 2-kilometer dis- 
tance from its head exchange; idaces farther distant pay an increase of 10 kroner 
per year and of 25 kroner entrance fee for c\ery faither distance of 500 meters. 
Acconling to a communication by Director Hultman, the Government in the dispute 
wiih the Allmanna, is satisfied with paying the woi king expenses without calculating 
interest and rcilemptioii of capital, which is amalgamafed with the capital of the 
telegraph.” 'I’ho company’s rates are also very fully and clearly stated by this gen- 
tleman, and 1 will read them from his report: “Thi^ tclojihone tariff of the 
Allmamia is consequently reduced to 100, 80, 00, 45, and 30 kroner (approximately 
from $27 to $10) per year for different classes of snb.scribers. The first three classes 
pay an entrance fee of 50 kroner ($13.50), the two last of only 10 kroner. Only the 
siiiiscribers of the highest class have an nidi mi fed riglit of user; the others are more 
or loss limited in the service. Of the second class every two, and of the third class 
every three, have a mutual common line to one of the three liead exchanges. The 
subscribers of the fourth (business) and of the fifth (residence) class are connected 
to one of the live siiboxchanges, and are allowi'd to <*all only those of the first class 
in an iinlimifed manner, but otherwise are not allowed to make more than 100 free 
(■alls during <me ipiarter Each call over this uuinher costs 10 Ore (2.7 cents).” 

Allhough a krone will go practically as far in Stockholm as a dollar in an Ameri- 
< an city of equal rank, these rates appear to be low. Mr. Storckenfeldt said even 
wlien they were higher that they were unreasonably low even for Swedish condi- 
tions. But to a very larg<> number of siibscribeis they are not as low as they at first 
seem, and here is a fine illustration of one of the disadvantages of two systems 
operating in one city. I (jiiote again from the report of the Amsterdam director: 

“ When considering the situation from the standpoint of the subscriber, one most 
not lose sight of the fact that persons who wish to speak by telephone with all the 
subscribers, send and receive telegrams, and keen up intercomraunal calls, have to 
connect themselves with the Rlks-telefon, as well as with the Allmanua Company, 
and then have to pay at least 100 + 50 kroner ($40.50) a year, with a minimum of 
50 -f- .50 kroner ($27.50) as entrance fee. Further, every call between the subscribers 
of the Allmanna and the subscribers of the Riks-telefon costs also 10 ore (2.7 cents),” 



Md the iiamber of mteroommauications amount^ Imt year 
Alcanna's report, to 1,099,«37. The combined ratee and tbVelCX; 
nothing of the great annoyance and vexation incident to the (InuUciition^T-^ ^ 
mentS; to a very Inrgv percenta^'^e of tekphoiie asers in Stookholm awuuuru^' 
very considerable sum. The rnteSf therefore, under these conditions aro not atlij 
what at first glance they seem to be. Under cowpetitioD, therefore, as seen in this 
Stockholm ca.se, there is a w'aste of capital and energy, the public is annoyed, in 
many cases overcharged, and, in a way, badly served because of a tight in which it 
has DO interest. Thus far the compaD\ has had the best of the fight so far as victory 
may be measured by the amount of public patronage, having now, as already stated, 
about twice as many stations as the Go\erutiieut. 

Q. (By Mr. FARqUHAR.) How far has that increase been affected by the necessity 
of getting a grant through some legislative body?— A. The private company has 
not had to have a legislative grant. Anyone is free to conduct the business in 
Sweden. 

Q. Under what control is the State plant?— A. 'I’he State plant is operated by the 
State telegraph and post department, which has an exclusive^ right of way over 
State highways and on Crown property. The municipality of Stockholm has 
strongly supported the private company. 

C^. How far has that support to the private company operated as a deterrent to 
the extension of the public system?— A. It may have so operated to some extent, 
blit 1 hardly think it has. If the Government could get the business it could take 
care of it by overhead wires. Its system is not too large for that. The municipality 
has said to the Government, ‘‘So long as you impose iineijual terms on your compet- 
itor, the private company, wo shall not give you underground privileges within the 
municipality.” So far as I know, only in this way has it aided the company. The 
State may nm its lines overheail to any extent, but it can not go underground 
without the consent of the municipality. The attitude of the municipality and the 
distribution of the public patronage lietwccn the two competitors does not sustain 
Professor Parsons iu his statement that under public ownershi]) the “civic interest” 
of the people increases the serviee and that the people patronize their own institu- 
tions to a far greater extent than they do private institutions. This is the only case 
in the world, so far as the tele]dione business is concerned, where the people have 
had an opportunity to he.stow their patronage as they prefer upon a public or ])rivate 
enterprise, both going concerns. 

When some 2,01)0 or more 8tation.s— tho.so used by the Government itself and those 
which it furnishes free or in exchange for the jirivilege of attaching its wires to 
private property — aro eliminated, it will be seen that tlie Government getsaveiy 
small share of the patronage. Even those who do take its smvice are not entirely free 
to choose between the two enterprises. By discriminating against the company's 
subscribers in the use of its long-distance lines, impo.sing an extra charge on every 
long-distance message originating at a company station, it foices a number of people 
to take its service merely to avoid these extra charges. This accounts for many 
duplicates, that is, both services at one place. At Amsterdam the pulilic and the 
press were opposed to the taking over of the telephone business by the municipality. 
The facts in that case, especially the meager development, do not justify Professor 
Parsons's generalization. 

The company, forced to economize in evi^ry direction, has pressed wages down to 
the lowest possible point, 'fhe relations between the mamigeinent and the force, to 
say the least, have been strained, and there are oecusional ruptures. At one time 
an operators’ strike caused a practical suspension of business to the immeasurable 
inconvenience of the public. The company’s financing has been declared hv compe- 
tent English experts to be unsound, and such as would be absolutely illegal iu Eng- 
land. It has paid dividends regularly, but only on a small part of the capital 
invested in the business; this of course at the ex])en8e of the underpaid emjiluyees, 
the plant which has uot been adequately maintained, and proper reserves which 
have uot been provided. 

When speaking of conditions in various cities under State or municipal manage- 
ment 1 have referred to the results obtained iu these, .S< audinavian cities under pri- 
vate management. I hove appreciated that an allowance should be made for the 
abnormal conditions at Stockholm, Were this done the facts as modified, it is 
reasonable to believe, would at leaste(|ual those at Copenhagen ; and these are quite 
sndicient to justify my statements. Further, it may be pertinent to point out that 
with such a modification San Francisco, an American city fairly comparable as to 
size and general conditions with Stockholm, would stand far ahead of the Swedish 
capital in the order of merit. 

The enterprising general manager of the Allmanna Company has kept well informed 
about telephone conditions in all parts of the world. He has recently made arrange- 
ments to conduct the telephone industry in two of the leading cities of Russia, fie 
visits this country occasionally. 1 referred this morning to tne fact that he hud on 
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several occasions spoken most favorably of our New York conditions. I have here 
two letters from him. In one, written 3 years ago, he says ; 

We are going to build quite a new central exchange, and it is very likely that 
the directors of the company may consider it necessary for me to see the new arrange- 
ments for central exchanges in your country, always so ahead of everything.” He 
is ahead of everything in Europe, and that is his remark at that time. J list 3 years 
later, in February, 1901, 1 received a letter from him from Moscow. These are private 
letters, but I do not think 1 abuse his confidence at all or that he would object to my 
using them in this way. He says: “We have not, I am sorry to say, the same 
faculty of working quickly as the sons of the New World. You ask me when I am 
going to pay your country a visit. To that (luestion 1 can answer, in 2 or 3 months. 
I wish before starting the great new business in Russia to see and learn from the 
enormous progress of telephone matters in America since we last met.” 

I have hastily run over the whole of Europe, showing that the cheapest and 
poorest conditions obtain through tlovernment and municipal ownership; that the 
next best conditions are obtained under private ownership with Government control ; 
and that the best conditions are obtained where there is the least restricted private 
ownership. That is the case of Stockholm. The private company has outstnpjied 
the Government against odds. In not one of the cases where there is Government 
or municipal ownership have we found adequate facilities, efficient service, reason- 
able rates, and a self-sustaining system. Speaking generally, now, for the whole of 
Europe and America, there are 20 American and 44 European cities with 200,000 or 
more population. In the American group, per thousand of population there are 21 
telephones; in the European group, 13 telephones; almost 2 to 1 in favor of 
American cities. Among cities of 1,000,000 or more, New York stands at the top, 
with twice as many telephones per capita as any city in its class except Berlin; and 
1 have oxjilained the causes of development in Berlin. Of the cities from 500,000 to 
1,000,000, Boston is at the top, with more than twice as many as any European city 
except Hamburg, and almost twice as many as Hamburg. Of the cities that run 
from 200,000 to 500,000, Stockholm is at the top, with San Francisco a close second. 
It is possible that San Francisco may now be ahead. At the date named (January 
1, 1901) San Francisco had 21,231, as against 22,000 in Stockholm. The European 
small towns have shown a most insignificant development, and the American small 
towns a very great development. In all these figures 1 ha\o not included the inde- 
pendent telephone companies, for the reason that I hav«‘ not wished to jire-sent any 
figures vshowing du]dicate systems. The independent companies claim to have a 
very large development, and however much of truth there may be in the claim, 
it only strengthens the case in favor of America. 

President Hadley, in “Railroad Transportation,” calls attention to a difference 
between American and European ideas which 1 think worth remembering in this 
connection. He says: “There is one respect in which England and America are 
like one another, but sharply different from France, Germany, or other European 
countries It is in the way in which people in general are disposed to regard Gov- 
ernmental interference. I'he English and American maxim is that whatever can be 
done M'ithout Government should be thus done. The continental principle is that 
whatever can bo done by Government should be. It has become a commonplai e say- 
ing that our Anglo-American idea of liberty is not develojied in continental Europe. 
When a Frenchman speaks of liberty, it is not so much freedom from interference 
with his own movements that he seeks as the right and power to interfere with 
other neople/s movements. What he really wants is political power. A party 
may call itself Liberal or Republican ; but when it gets into power it governs aliout 
as strictly as its predecessor. Sometimes there is a monarchy, sometimes a democ- 
racy ; but there is always a bureaucracy, a government by officeholders.” 

When we consider that difference in ideas and at the same time remember that the 
telephone development under private ownership in the United States is so far ahead 
of that in Europe under governmental and municipal ownership, we may safely 
conclude that the best possible results will be obtained by leaving the industry to 
private enterprise. 

Q. (By Mr. Lttcuiman.') What h.os been the effect in those cities and States where 
independent telephone companies have been established upon the charges of the 
Bell Telephone Company?— A. I answered that question in respect to my territory 
by saying that. there were 4 towns whore wo have had opposition, and that we have 
not put ill in those 4 towns any rates which we have not put in in towns of similar 
size and circumstances elsewhere in the territory. 

Q. Now, how is it about the city of Detroit?— A. The city of Detroit has a very 
lieculiar history. I was quite familiar with the conditions there at one time. I do 
not know that I could give you the exact oonditioiis at the present moment but I 
understand that there was great dissatisfaction there and that the competition cre- 
ated worse conditions than existed previously. 
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Q. How about the State of Indiana whifeh has a telephone system covering pretty 
nearly the whole State, called the New Telephone, if I remember correctly ?— A. I 
do not know the details of snidi a system. I saw a press statomeiit yesterday respect- 
ing the telephone development in Indiana, showing that there was a very large 
independent develojiment there, but as to the exact details I do not know. 

Q. Is it not a fact that when that exchange was established there was a decrease in 
the rate charged by the Hell 'I'elephone Company?— A. I do not know that there 
was. 

Q. You are more familiar with matters in your own territory. I did not know 
but as a matter of general knowledge you might know respecting it.— A. No. 

Q. In these llgures that you ha\e given of stations, etc., in this country in compari- 
son with cities in Europe and everywhere else, are you gi\ ing the figures of yiuir own 
business or have you taken in any independent figures? — A. I have taken the Bell 
figures only. As I said, so tar as comparisons between this country an<l Europe are 
concerned, the showing for this country w'ould be better if we included the inde- 
pendent figures. Hut 1 have not thought it advisable to consider any duplicates. 

Q. (Hy Mr. Kennedy.) I have a question whii h Professor .Jcnks, of Cornell Uni- 
versity, desires to be submitted to you, and it is this If in Ithaca, N. Y., the tole- 
)>houe rate charged by the Hell company is if24 jier year for single unlimited service, 
lo.ig distance phone, and +15 a year secures unlimited ser\ ice with but 5 phones on 
a line, how ninth h'ss is your cost in Ithai'a, a city of 12,000 inhabitants, than in 
Washington or Boston, and why?— A. I can only say as to that, that having noth- 
ing to do with Ithaca or Washington or Boston it is impossihle for me to use 
exatt figures; but, speaking generally, 1 can do litib' more than repeat what I said 
this moiiiing about the diltcronce in cost of tunnshiiig sei vicc in a large city and in 
a small town. I shall not iindoitake to demonstrate that.it costs more ])er any unit 
of measure to rciubir tchqihonc service, in a large city than in a small town, but just 
mak(‘ a fe.w suggestions that may make it a little clearer to you. In the liist place it 
must be remembered that weare talking about rendering a service, not about sidling or 
renting oi manufacturing things that can be stored and sidd piecemeal or in bulk at 
w ill. .\n(l then that more than half the operating expenses go for labor; the various 
figures I have given you show that w^ages, as well as rents, and many otluT items 
that enter into the iiuestion are higher ~mneh higher— in the great city tliau in the 
small town, fake a small town with an overliead plant with hues generally less 
than I mile long. Any talk involves only 2 miles of wire, as .a rule, rsnally beyond 
that point there is a mileage charge. The operation of l onnectiiig two stations 
together is very simple; the labor involved is vor.v slight Now, go to the other 
extreme and take a great city where yon havefiO times the number of telephones. 
You do not have fit) multiples or ♦>() iluplicati's of the place where you had 1,000 
phones, because the whole 00,000 must be so pioviiled with plant and switching 
facilities that on <lemaiid of anvone that paiticular one may be connected with any 
other one. '1^'lie.se 00 groups of ilioiisands must be so tied together with trunk 
lines and plant that is not represented by any factor at all in your small exchange, 
and this switching must he done l>y operators that perform labor which is not per- 
formed at all in your small exehani;e. Tlierefore iii a large exchange you require 
many fold more labor and more plant to accomplish a particular thing than yon had 
in the small exchange. 

Another thing: In the large exchange there is necessarily a very large surplus 
idaiit. In your undergrouml work yon must use cables of standard size. If your 
standard is 100 wires or 50 wires, you may have to take 100 wires where you need 
only .51, or you may have to take .50 wires where you need only 20; so that you have 
always quite a larp;e surplus plant, which you do not have in the small place, and 
interest and dejircciation run on that surplus plant all the time. 'I'here are surjilus 
subways for the same reasons and foi the additional reason that when once the 
street is opened ample conduits for future growth must be laid, I'or you can not be 
always taking up the streets. In the large place you have a great investment 
lying idle during the slack hours of the night and a large |»art of the day. Yonr 
plant must he right up to the highest requirement of the busiest :5 minutes of the 
day. In the city the w ork of the 24 hours is concentrated within narrow limits, a 
few hours in the afternoon- 2 or H hours— and a few hours in the morning. In the 
small place it is spread out over the whole 12 hoars— that is, more generally spread 
out. Now, in the small place, if you talk with another man, yon are monopolizing a 
wire which can not he over 2 miles long— relatively a cheap wire. If yon are at the 
Battery and talk to a man in Harlem, your message does not How along the line 
with a lot of other messages following it, as street cars full of passengers run over a 
track, but yon take the entire plant, the entire wire, from the Battery to Harlem 
and yon monopolize that entire wire. Not another single man can ^et on it while 
yonr conversation is going on. So that the message in the ^eat city is not the equal 
of the message in the small town. The cost-of the one is insignificant as compan d 
with the cost of the other. 
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I appreciate that that argument might, without some correcting force coming in 
.somewhere, carry you to a point where you would say that tliemore I)n8ine98 you get 
the worse olf you are; and that has been frequently urged. But ihe. message-rate 
principal hrouglit in that correcting factor in New York, and we ahandoiied lh(^ sta- 
tion as tile unit ot measuring things and took the message insiead. Now, the mes- 
sage in tlui great city costs you vastly more than the mes.sage in the snmll city, but 
the volume of tratlie tends to equalize that thing, to bring down the cost in the 
great city, hecausi* you have got more business to handle. 

Then, again, jou must remember that every message occupies your whole line. 
You can not send your tratlie over the line as >ou do on a railroad. If you had one 
railioad track and your tratlie got beyond the capacity of that track, you would 
keeji that tra< k going at its lull capacity ami you would put another track along- 
.side of it, and another and another; but in a comprehensive telephone system the 
limitations upon the tratlic-carrying capacity of the single line are such that you 
can not go on as in the case of a railroad. Now, in a pla<‘e like New Yoik City, with 
short business hours, you can send comparati\cly lew messages ONcr a line; that is, 
as compared with the mimber that you might send if you were distrihuting them 
over the whole VI hours. 

And another thing, the tratlie must ho so limited that when one iiiau wants to 
talk with any other one among the he must get that one within a reasonable 

time. It is not as if you were sending your tratlie from one te rminal to another 
terminal and providing only enough tracks to shoot it tin ough. But yon have 1)0,000 
peeqilc and each one must have the potentiality ot an immedi.'te coimection with 
any other of tlio 00,000. It yon should overload your lines, the result would he that 
a great many of the lines wMiuld Ite busy and your service would be interior. 

(By Mr. Li'KMIMan.) In the management of the New' York exchange has the 
increase! in the cost of inaintenam e and managcineiit been ])roportionate to the 
giowllraiid extension of the plaiit? And then, hiipplementary to that, which may 
explain that (piestion, is thcic any point where !i percentage of the serviee may be. 
added without incicasing tlu* < ost. of maintenance and management?— A. There is a 
great dilfci cnee of opinion as to the ])rincij)lcs upon vhic h chaigcs shall be made. 
My own personal oiunion is that, in railroad transportation, tor example, the point 
is never reached wheie you can carry additional tiallic lor nothing. 8o in the han- 
dling of telei»hone tratlie you uo\or leach a point where you can carry more traffic 
for not lung. | 

t,>. There are certain fixed charges, are then* not, in the management of tho hiisi- 
ness?— A. Yes. 

(jt. And are not those fixed charges the same whatever the amount of business you 
may do, assuiTiiug that you do any business at all, of course? For instance, you 
have to ha\o a siipei iutendent, do ^ou not? — A. Yes. 

(^. You hav(' to have a iiiaiiagor of your exchange?— A. Y'es. 

(J. And yon haNe to have a certain number of girls employed; yon have to have a 
certain size of switchboard; you have to have a ceitaiu number of w ires; you have 
to have a certain iinmherof connections. Now', I want to get at, il 1 can. within 
what limits this is clastic, permitting a ceitam ainonut ot loading without increas- 
ing the number of girls, without increasing the size of the switchboard, without 
incieasing the superintendents and iiianagemeut, and so on. The oh)ect ot my ques- 
tion is to meet exaiitly that ]>oint wliiidi you raised a few' momeuts ago, that the 
jiaradox is soimtimes made, taking the argiimeut of the telephone company, that 
the more business you do the nearer you aie to baukru]»t<y. Now. I want to find 
out where the happy medium is hctw'ecii doing too much and too little biisiiiess, if 
there is such. For instaucc, in the steel line we understand that a steel mill rim at 
its full capacity can he run more economically than if it is run tw'o thuds time, and 
that (reiinently steel mills run full time and sell their 9nT])ln8 in foreign countries 
liccause oi' that tact. I understand that to a limitcil degiae that may apply here, 
and 1 wanted to lind out how^ far it. might apply here. — A. Of course that same line 
of reasoning does not apply here, because we are not ])roducing a product that can 
hcstoied. Onr product is a service rendered Now, unquestionably, if you have 
your plaid and your skeleton organi/atioii, siicli as you have dehued it, you can 
within ccitaiu limits add work at very IHtle additional cost; hut when you dispose 
ol that additional service at very little charge you deprive yourself of earnings that 
would enable you to reduce other charges and further extend the henetits of yonr 
system to the gi-neral public. One man would think the one course preferable, per- 
haps, and another the other. You suggest that there is a product that might be 
sold at a very low figure; in other words, that certain messages to very heavy users 
could bo sold at a very low price. 

(j. That is not the point I am trying to get at at all. What I am trying to get at 
is whether, after yonr plant is established, there is not a certain amount of loading 
of the plant which makes it possible, perhaps, for the plant to be run at its full 
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capacity and which, lor all practical purposcH, costs nothing, and whether there is 
not a point where that loading can he made for the henelit of all the subscribers and 
will secure a reduction of the rate to each f— A. Of course, that is what we are aiming 
at, and have been aiming at. Onr endeavor, over since 1894, I may say, has been to 
so arrange our rates ns to allord the largest benefits to the public and give them the 
best facilities. Hut there is one that you must keep in mind, and that is the limit 
to the carrying capacity of a telephone lino — not as a single line between two points, 
but as part ot a very complicated and very extensive system of lines, any two of 
which may have to be connected at any moment. One might use his telephone 50 
or more times a day, but such use is only possible when tne line over which such 
a number of messages is st'ut is connected with other lines not used to that extent. 
That line Is so fully occupie<l by outward messages that few, if any, incoming mes- 
sages can he handled o\er it. Practical ly it is ^‘busy’’ to all inquirers. It is obvious 
that all lines could not be used to any such extent; an attempt to so use them would 
necessarily result in complete failure. If a large part of the lines were so used the 
service w<uild be inferior and unsatisfactory. Incidentally the costs would be vastly 
increased because of the futile use of plant and labor in performing the work to 
ascertain that the line wanted is busy. For example, a subscriber in Harlem, let us 
say, wants to reach a downtown point. He gives his order. The Harlem operator 
and the tiuiik line operator do prm tically as much work to ascertain that the down- 
town man is “ busy"' as they would do to imt the call through. 'I'he waste of labor 
and plant would be enormous. The aveiage use per line would doubtless be 
increased by lower rates. It has been increased by lower rates, and the New York 
system nun to-da> be < apable of carrying more trafiic than it does carry without 
detriment io the servici', but those faids may show yon that the problem is not a 
simple one. .\ common statement by those who have not had experience in the 
matter is that by reducing the rates by half the business would be increased at least 
fourfold, and the net piolits to the company would bo increased. If this w>‘re true, 
self interest alone would lead the telephone company 1o so reduce its rates at once. 
Professor Paisons says in his testimony that a projier rate' for any large city should 
beif3() a year. I assume that he means this as the ])roper rate for unlimited use— a 
Hat rate. I have already shown >ou that wages alone in New York exceed that 
amount i>er station. Werosuch a rate fair in New Y(»rk the New York Telephone 
Company could not hold the field, and ought not to hold it. 

To show you that onr rates are fairly well ai ranged to bring out the results you 
speak of, I may .sa> that in Manhattan we begin at $50 tor 600 messages; then run the 
additional message rate down from 6 to 3 cents per message, along a graduated scale 
under which at a point within the average trafiic carrying capacity of the line, we 
reach about t24(). (See Kxhihit H at end of testimony.) Now there are a groat 
many people who can not get on with only one line; their business requires more 
than that; and our rates are so arranged that when the tratlie overloads the line 
we can give a private branch exchange, with two lines and with two stations with- 
out change of rate. Hy the operation ot the rate itself we avoid the busy-lino 
trouble, which, until a short time ago, was the greatest source of annoyance that 
wo bad. I will inseit a card showing these rates at the various points. 

I have spoken of the $60 rate. There is an additional charge for the exclusive 
use of the line of $15 or less, the idea being that two moderate iisois can use the line 
together. Onr system is such that wo can signal one without signaling the other, 
so that the service is first class. But if a man wants the line exclusively and sends 
only 600 messages, he pa>8 $15 extra, hut that extra charge is gradually worked out 
of the schedule and liisajipcars. At 2,100 messages they are all the same. 

Q. Is there aii\ free .service to the city of New York?— A. Not that I can think of. 
The city pays for its sorvica;. There may he a little, here and there a line given to 
the police or tire department as a courtesy, hut, speaking generally, the city pays 
for its teleidioucg, 

Q. Have you any means of estimating the cost per telephone? — A. The cost of 
service per telephone? 

Q. Yes.— A. Well, I think that is hardly a useful figure where you have the com- 
plexity of a message rate, because your station is not the unit at all. We do not 
fix the cost that way. 

Q. Your cost, whatever it is, has to include the royalties to the parent company?— 
A. We pay no royalties to the parent company. 

Q. Do yon not pay royalties to the Bell Telephone Company?— A. No. We rent 
our instruments from tlie Bell Telephone Company and pay a rental. 

Q. Is not that a rojalty?- A. No; I think not. 

Q. You do not buy the iustnimontsf — A. No; we rent them, and they furnish ns 
efficient Instruments. If they go wrong, as they frequently do, they are returned to 
them, and they replace them with others perfectly good. I think we pay only a fair 
rental, considering the value we get from that transaction, but nothing in the way 
of royalties. 
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Q. Is yours one of the companies that the Bell Telephone Company owns 51 per 
ceut off— A. Sneaking from general knowledge, I think it owns at least that; but I 
am not a stockholder of either company. 

Q. (]^ Mr. Kennedy.) Do you follow in any way the practice of the Western 
Union Telepaph Company in giving favors to politicians and public officials— in 
giving franks to thorn?— A. The State of New York, in adopting its new constitu- 
tion not long a^o, prevented the giving of franks to any public official, and since 
the adoption of tliat constitution no frank has ever been issued to a public official 
that 1 am aware of. 

Q. Would that part of the constitution interfere with the Hell Telephone Com- 
pany’s giving free telephone servicdto an official or politician of the State of New 
York?— A. Yes. 

Q. Or the city of New York?— A. Not only free service, but any discrimination in 
favor of that officer. So far as I know, no such discrimination has ever been made. 

Q. (By Mr. Farquhau.) Does the. newspaper prcKs of New York receive any spe- 
cial favors in respi'ct to rates?— A. We have no newspaper rates. The larger papers 
take the private bramffi-exchange service and pay the regular rates. I have a letter 
here from the New York Journal. (Beading:) “We havelound the branch exchange 
to be of the greatest possible service in the bn.sine.ss of publishing a newspaper. 
We make constant use of the telo]dione l(*r intereommmiicatioii betw een our various 
departnienls, and w e have no doubt that this use of the syslein etleets a saving in 
the conduct of our business (Mpial to the whole e.xpense ol maintaining the exchange.’* 

And that is aiisolutely regular rates in every rc'-pect. 

(By Mr. Kennedy ) The ease of Grand Rapids, Wis., was referred to in testi- 
mony given before this commissKm. It w’as stated that under a cooperative jdan, 
which the people have there iiow^, the actual cost to a subscriber is $3 a year for a 
residence phone and $18 a year for a business phone, and that, ]U'ior to that arrange- 
ment, the charge by the Bell Telephone Comiiaiiy was .$3(j a year for a i esuleiico 
phone and $18 a year for a business phone. I sliould like to ask you if the dilfer- 
ence between $3 a. year and $18 a year, and $3.0 a year and $18 a year, in your opin- 
ion, represented clean profits to the Bell Teh*phoiie Company?— A. Well, 1 can only 
say, as to that, that 1 will leave it to your good judgment as to whether or not any 
teii^phone service could bo furnishoil by any company any where at $3 a year which 
])iirsued methoils of accounting that would throw' into its accounts all the items of 
expense. But even if you have a cooperative concern w here ev erybody jiitches in 
and does everything that is needed to be dom-, that is, if the cooperators furnish 
the phones and put them up, and do all tin* work and charge nothing for the time, 
even then it would be difficult to conceive of any ellicimit service at $3 a yi'ar. 

Q. (By Mr. (jtcuman.) As far as you know, are the charges for rental of tele- 
phones by the Bell company the same to all exchanges throughout the United 
States?— A. That I do not know. 

Q. (By Mr. Kennedy.) The statement is madi* that in England you can send tel- 
egiams free over the telejihone. Does that mean that the charge is the same for a 
telegram that is sent over the telegraph wires and over the telephone wires?— A. I 
do not know just what is meant. 

Q. What do you know' about it?— A. In New York, for instance, anyone may call 
either of the telegraph eompaniesand send a telegram hy making previous arrange- 
ments with the telegraph company for kee])ing an ai'conut there without any addi- 
tional charge for the telephone service involved, o\ e.r and above what he is otherwise 
charged. 

Q. What lie is otherwise charged by the telephone company?— A. For any other 
business. For instance, to make the eomiiarison absolutely fair, let us take one of 
our old-time stations where a man paid $210 a year for all the service he got or could 
get over one wire. Now, sujipose he arranged with the Western Union company or 
the Postal company for sending telegrams over the telephone. Ho might call those 
offices as many times as ho pleased and ho was not charged anything in addition for it. 

1 would like to ask you if there is any monopoly in the telephone service of the 
country, or whether there can be any? — A. Well, that is a very large question, quite 
beyond me. I do not know that 1 understand exactly. All things are possible. 

Q. Well, you have a monopoly of the system on Maiihattau Island, have you, at 
the present time? — A. We are the only telephone company conducting the telephone 
business on Manhattan Island. 

Q. Therefore, you have a monopoly of the telephone service on Manhattan Island ?— 
A. Yes. 

Q. Well, the Boll Telephone Company has competitors, I judge, in other parts of 
thecountry?— A. Oh, yes. 

Q. In Indiana and Wisconsin and even some places in your territory? I should 
like to ask you whether they have the same facilities for the, business that you have, 
in instruments and patents and everything?— A. Wo are all equal before the law, as I 
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understand it, and i Tone or the other has patents — and they both claim to have— it has 
those possessions under the law of the laud and it is entitled to what they are worth ; 
but I know of no inequalities. 

Q. 1 want to know whether an independent company would bo free to };o into the 
city of New York or the city of Waahuijsrton and set up in opjiosition to the Bell 
Telephone Company— if that company has a monopoly m any way that would pre- 
vent an imlependent company from doing it. Is there anything in the way of an 
independent company going into the city of New Yorkf — A. \Vhy, yes; there are 
dO,2(X) telephone subscribers getting efficient telephone service at reasonable rates 
from a company which is continually working to extend its system and to increasi' its 
jiopularity among its subscribers. But so far as any legal restriction upon an.> other 
company 's coming into the held is concerned, if it complies with the laws of the State 
of New York and with the regulations of the municipality, 1 know oi' nothing to 
keep it out. We aie competing on strictly bii.siness grounds. 

Q. 'I’he statement has been made that tiie more you reduce the rates the greater 
will be the use of the telephone; and it seems that the independent companies, 
wherever they have come in opposition to tlie Bell I’eleidione Company, have reduced 
the rates and increased the service. 1 wondered if that would not he the effect in 
New York. — A. The general statement that the more you reduce the rates thi' greatei 
will he the use of the .service is quiie trm*. That has bemi our experience in New 
York. The great reiluctions and moditications in lates which ^\o have made from 
time to time have produced a most wonderful growth and evtension of the tidephoue 
system, increased the use of the. service, and ma<le it moie valnahle to the ]mhlic 
in every way. ^'ou may nunemher that \Nhen speaking this morning <d‘ the unpar- 
alleled growth in our system dining the last (I or 8 years 1 attrilmted it ehielly to 
our repeated modlticatlon^ and reductlon.^ of rates. But theie is a limit beyond 
which you can n d go and sui vive. 1 have shou n that in rmidering stu vice in New 
York at tin,' present rates the operating expenses take, about 15.5 jier ci nt of the gross 
earnings, iMdicatiugonl\ asateainleonservaiuemanagemeiit. It the])ereentage n ere 
greater than that, yon eould not get capital to make the extensions lequiied by the 
]>nl)lie. 1 ha\e also attempted to show that, as coinpaied with rates in other iiuar- 
ters of the ghdie, eon.sideriiig what we give for the money and what they give for 
the money, our rates arc leasonablc; and that the fact that New York has the 
greatest ]»er capita development among cities of its kind and class in the w'orld 
shows that the piihlie IS pretty well .satislied with the si'iviee and the rates. You 
must always hoar in mind the suggestion I made a moment a'.;o as lo the limit iijmii 
the capacity of your ]daiit. 

Is then- a growing iiintiialit> or eommiinity of inteiest between the t«;leplione 
8\btem and the Western Union 'felegiaph system?— A. Whj, the Western Union 
Compauv tiMDsmits messages, and tlie, telephone company is, gen('iall_\ spt'akiiig, 
in the same biisim.'ss. We are both eomi>etiiig for public patronage, hul wo do an 
entirely different class of business. It is not possible to eompaie Ihe two kinds of 
business. 

Q. Is there au> community of interest or ownership between the two— the same 
men on both hoaids of ilirectors, for instuneef— A. I am not a diiectoi of the lom- 
]>any, but from general newspaper reports you know as well or perhai>8 bettei than 
I do that some gentlemen are on both boards. That is a jmblie hu t. 

(By Mr. I'liil.LiP.s.) Do you or do you not know the direeturs of the comjiany 
you represent ?— A. I know- them. I can sujiply the names. It is a matter of jnildic 
record. 

Q. Is long-di.stanee telephoning dispiaeing lo any appreeiahh^ degree the Imsiness 
of the telegraph companies if — A. I have no exact iiitormation on that. 1 think the 
result usually is that if you provide the public with facilities they use them. If 
you throw a bridge across a stream, >ou compete iu a certain sense with the feiry ; 
imt if you w atch closely you will Hud that the ferry and bridge will both do more 
business than before. 

Q. (By Mr. Litchman.) Your company at the present time is a subordinate com- 
pany of the American Telephone and Telegraph Coinpan\ , is it not?— A. I do not 
know what the legal relations are. 

Q. I asked the question to load up to the question whether, as lar as you know, 
the American Telephone and Telegraph (/ompany is doing any telegraph business?- 
A. I do not know'. 

Q, (By Mr, Kennedy.) Have yon any information as to w hether the long-distance 
telephone of the Bell Company is, in unv dcgiee, imttiiig into the profits of the tel- 
egraph companies?— A. I have no knowledge on that subject at all. 

Q Have you ever heard any complaint under that head from the telegraph peo- 
ple?— A. No. If they have any complaints to make they probably woiibl not make 
them to me. 

Q. Is there ever any viidaiion of secrecy in the use of the telephone service? Do 



U. N. BETHELL: — THE TELEPHONE BUSINESS. 


813 


yon have any complaints on that head?— A. The State of Now York has enacted laws 
on that subject making it a misdemeanor, I think, to divulge telephone messages, 
and 1 have never had any l omplaint of that kind. Perhaps it is proper to say that 
once in a great while some snbaeriher thinks that his conversation has been listened 
to and used ; but 1 should say that during my experience I have not heard, on an aver- 
age, two such complaints in a year; and upon investigation I have mner found that 
any such divulging of the secrets of subscribers has occurred. 

Q. (By Mr. Litchmax.) Does not your system provide a safeguard against inter- 
ruption by an outsider while conversation is going on?— A. Oh, if the wire were on 
a housetop, a man might go there and attach instruments to it and listen. 

Q. I mean in the ordinary course of business. Take your wires in conduits. —A. 
I'hcre would lu', no means for anyone to tap them. 

Q. No; I understand But if there were two or three persons on the same wire— 
what you call unlimited service, but no ilirect wire— would it bo jiossible for either 
of the other two to break in while one was using the wire, or do you have an attach- 
ment by which that is impossible? — A. A lockout? 

Q. That is wliat 1 mean.— A. No; we do not liava* any of those things, because we 
have very few party lines in service. Nearly all of ours are direct. 

(Testimony closed.) 


Faiiiiut a. 

CORRESPONDENCE RELATING TO TELEPHONE SYSTEM IN THE DEPARTMENT OF 
THE INTERIOR. 

DkPAHTMKNT ok TIIF. Tnikutoh, 

.. I'NMTKO Sl'ATKs (Jkolooical SKHN'EY, 

ll auhnifitou, 1). C., Jauuary /, ISOS. 

The Skckktaky ok tiik Inthuiou. 

Sill: I beg leave to invite your attention to the Departmental U*lc])honic system. 
So far as this ol'lice is conceined, during the 2 years that have passed since its instal- 
lation, there has not been an entire day when it gave satisfactory seivice through- 
out the building. It has been a daily source of vexation, and has caused more 
inconvenience than the old method of sending niessengeis to convey commniiications. 
At times it seems to work tairly well, lint there are occasions when in'the midst of 
a conversation it will suddenly siispeinl. 

Frequent comjilaints have gone from this olfice to the Department, and efforts 
have been made to correct the ditbcnlties, hut Hometimes the re]>airer would seareely 
de])art before the same trouble, or worsi*, would he discovered. 

Unless it can he made into a system that will perform proper service, I have the 
honor to reiiuest that it be entirely removed. 

Very respeettuny, Oh as. 1). Walcott, Director. 


l)KrAJlTMKNT OK I'lIE TN'IKIUOK, 

United Staies <Jkological Suuvey, 

September 28, 1808, 

Dear Colonel Bizeii: The telephone on the lifth floor of the Survey building is 
absolutely woithiess. Much time is lost in trying to use it, and generally a messen- 
ger is sent from the telephone room with the message that our instrument can not 
manage. Can not something be done to improve or replace the thing? 

Yours, truly, 

F. W. Clark, Chief Chemut. 


[Indorsement.] 

September 28, 1898. 

Respectfully forwarded to the <diiof clerk, Interior Department. 

This complaint will apply with equal force to every Departmental telephone in 
the Survey bnildiny, and it has been repeatedl.v made over since the inauguration of 
the system. 

1 again urge the installation of a jiractical system. 


11. U. Rizkr, Chief Clerk , 
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DKPAJiTMENT OF THE INTERIOR, 

General Land Office, 

Washington, D. C,, October 19, W7. 

The Secretary of the ^orkinfrs of the Department telephone 

Sir: I have that altbougb frequent 

remirly the difSculties they appear to result in no 

practical improvement. svsteni be adopted to afford a more 

now reached only by this inellicient system. 

Very respectfully, Hivoeii Heumann, Comtnmiover. 


Department of the Interior, 

United States Patent Office, 
WasUwjton, D. C., Scpfmher 28, 1897. 

^ Chief Clerk, Department of the Interior, Washington, D. C. 

T l.trr le-ive to call your attention to the fact that the telephone in room 33 

is simply an ajrgrayiition. jIouton, Chief Clerk. 

\ery respectiiilly, 


Department of ihk Interior, 

liniK.UI OK I’KNSIONS, OFFICK OF [P' 

Washington, August 2, 18J8, 

The Secretary of the Interior. 

submit herewith reports from each lor youi consuU ration. 

Very respectlully, Clay Evans, Commissioner . 

* ^ In noL of these reports is the service favorably mentioned. ) 


ance,’^ etc. 


Department of the Interior, 

Office of Indian Affairs, 

Washington, August 16, 1898. 


Hon. E. M. Dawson, . ^ , 

Chief Clerk of the Interior Department. -i 

?Z.‘".Sy chiefs of division. I sincerely trust that 
you may be able to supply us with a better service. 

Very respectfully, ^ ^ Commissioner . 

(This letter from the Commissioner of Indian Affaire is Jf “ "P"’’' 

from 4 chiefs of divisions, in which the lollowmK „ given 

“These telephones were put in some 2 or 3 years ago, th j lainnu nt tbi*^ 
outit Xe Ume, tHacilitate communication between t^ several 
Bureau of the Department. They are a *hev were then 

entirely satisfactory. Even when drst put in, ^ w®* -7 tielr erratic behavior, 
at their best, they were a source of annoyance on account ot their erratic 
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They have constantly grown worse, until now their work is so uncertain and irreg- 
ular as to bo of little or no value; much of the time they will not work at all. 

“We do not know where the difficulty lies, but naturally infer that it is in the 
tiling itself. Be that as it may, for any purpose of our divisions they are entirely 
worthless, and it would be a relief if they were removed.”) 


Exhibit B. 

NEW YOBK TELEPHONE COMPANY-EXCHANGE EATE8-MANHATTAN AND THE 
BBONX. 

MANHATTAN. 

(d) Message rates, direH line, and iwo-parig line. 


Local ines- 

1 Annual rate to be y»aid , 
i inonthlv 111 advanee 1 

Additional 

sages to be 
sent in 1 
year. 

jDireet line. 

Two-pjirty 

line. 

loeal 

messages, 

eaeh 

600 

1 

«75 

S60 

('nils 

8 

800 

, K7 

75 

8 

1,000 

09 

87 

8 

1,200 

111 

99 

7 

1,500 

126 

117 

7 

1,8(H) 

141 

V.Vy 

6 

2,1(K) 

153 

153 

6 

2,400 

165 


5 

2, 7(HI 

174 


5 

:i,ooo 

m\ 


5 

3,;ioo 

192 


5 

:i,600 

201 


5 

a, 000 

210 


5 

4,200 

219 


5 

4,500 

228 




For convenience in accounting, contracts will be taken at the above figures only; 
but in making luljustuients, when the number of messages sent is less than the num- 
ber paid for, the entire schedule (which advances by steps of 100 from 600 to 4,500 
messages for direct lines and from 6(X) to 2,100 for two-party lines) will be taken 
into consideration. 

(6) Auxiliary station. 

A station auxiliary to a message-rate station on the same premises with the main 
station, but connected by a separate direct line, will be furnished at $48 per annum, 
all messages to be accounted for as if sent from the main station. Both lines will be 
designated by one drop number and will be adapted for use as a “ double track.” A 
subscriber employing an auxiliary station may contract for messages under the 
direct-line schedule up to 4,500, and beyond that number in groups of 400 at $3 per 
hundred, the contract in any case, however, not to be for more than 4,500 local 
messages for each line contracted for. A<lditioual messages 4 cents each. 

(c) Private branch exchange schedule. 

[For a private branch exchange, on Manhattan Island, south of One hundreil and eighty-first street.] 


Item. 

Annual 

rate. 


$86.00 

Each line to the central ofiice *. 

36.00 

Each station on the premise.'* ' 

12.00 

Each station elsewhere (plus a mileage charge, varying with length of line) 

12.00 

The right to send 3,600 local messages in one year 

108.00 

Additional local messages, 4 cents each, or fe per hundred if contracted for in advance. 


1 At hotels and apartment houses this rate is from $8 to $12, aecording to the number of stations 
contracted for. 

Contracts will be taken or renewed only at the above figures, or figures reached by 
advancing from 3,600 by steps of 400; but in making adjustments at the end of the 

lt)A 52 
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contract year, when the number of messages sent is less than the number paid for, 
the entire schedule (which advances from 3,6iX) by steps of 400), will be taken into 
consideration . 

(d) Harlem rate. 

'^Harlem,'' comprising Manhattan Island between 110th and 140th streets; a 
“ Harlem” message being a message to any otlier station connected with an exchange 
of the company in “Harlem/’ and a Manhattan or Bronx message being counted as 
two “ 'Harlem ” messages. 


Harlem messages, each $0.05 

Minimum monthly charge 3. 25 


Two-station line; individual signaling; contract term, six months. 

For the exclusive use of the lino an additional charge of $1.25 per month. 

TIIK niiONX. 


(e) Flat rates — Business or residence. 


[A local message being a message to any other station connected with an exchange of the company 
in the borougli of The Bronx ] 


Per year. 


Direct line $90.00 

Two-station line 75. 00 


(/) Message rates — Business or residence. 

[A local message being a message to anv other siution connected witli an exchange of the company 
in the liorough ot The Bronx ] 


bocal mes- 

Aunnal rate to hi* naid 

Additional 

monlhlv 

in advance 

sago*, to bo 



local 

.M'lit 111 1 

year. 

Direct line 

j Two-part \ 

1 line. 

me‘«sagcs, 

each. 




1 ("oi/s 

.sou 

ffts 


7 

(KK) 

i 

■1-* 

7 

700 

110 

! •'‘1 

fi 

■SOO 1 

1 0.') 

, 

(i 

000 

70 

1 fit 

6 

1.000 

7.'> 

] 

5 


(g) Melrose two-horough rate — Business or residence. 

[A local message being a message from a station connected with th(‘ Melrose exchange to a station 
connected with any exchange of the company in the borough of Manhattan or the borough of The 


Bronx.; 

6(X) local messages, per year $90. 00 

Additional local messages, each 10 


(h) Message rates— Besidence only. 

[A local me.ssage being a me.ssagc to any other station connected with an exchange of the company 
in the Ixirough of The Bronx.] 


Three or more station line : 

400 local messages, per year $30. 00 

Additional local messages, each 07 


(i) Flat rates— Besidence only. 

[A local message being a message to any othci station connected with the same exchange.] 

Per year. 


Direct line $48.00 

Two-station lino 36. 00 

Three or more station line 24. 00 


( /) Commission pay stations (Manhattan and The Bronx). 

Subscribers operating public pay stations will charge the established tolls and pay 
the company 80 per cent of all tolls received, the subscriber to retain, however, not 
more than 5 cents on any one message. 
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STATEMENT OF EDWAED J. HALL, 

Vice-President and General Manager of the American Telephone and Telegraph Company. 

The telephone first received general public notice at the Centennial Exposition 
held in Philadelphia in 1876, and immediately following this, attempts were made to 
develop its commercial use. 

At the outset its possibilities were appreciated dimly, if at all, and with the crude 
iiiStruments and electrical appliances then available its range of communication 
was extremely limited. 

At first agents were appointed by the Bell Company to rent telephones and bells 
for the equipment of short private lines; that is, lines connecting a man's office with 
his factory, or his house with his stable. Each customer built his own line, usually 
cmidoying the agent who rented the telephones for that jiiirpose, and the agent's 
income was derive* i from the profit on this construction and a commission on the 
rental charged for equipment. 

Very shortly it became evident that it would be an advantage to the owners of 
these lines if they could be interconnected at some central j)oint, constituting what is 
now known as a telephone exchange. When thishacl been arranged for, applications 
began to come in from customers nho dc'sircd to bo connected witli the exchange, 
but did not care to build their own lines lor that purpose, preferring to have them 
luriiished by the agent at an annual rmilal. 8iich use as was made, ]»y individuals 
of public higlfways was, of course, unlaw ful, and no substantial business could have 
been built up on this basis, making it necessary that quasi-public corporations 
should be formed for this piirposi'. 

The construction of these exchanges on any considerable scale throughout the 
country also called lor an investment of capital, which neilher the Bell Company 
noi its agents could furnish, and steps were thereforq taken to organi/o local com- 
panies everywhere, I'ach company having exclusive exchange rights within the area 
allotted to it, and the Bell Company reserving to itself, or to other licensees, the 
right to connect exchanges with each other b\ trunk lines. 

As would naturally bo expected, some of the companies thus organized were pro- 
gressive and (‘iiergetic and others were not, so that in some places the public was 
well served (so far as the crude methods then in use made that possible) while in 
others it was luidly sei ved, and the business inadequately developed. 

So long as the service was ]»uiely local this had no geiieially bad effect, but when 
intercoiniiiunication between exchange areas w. is attempted many difficulties nat- 
urally resulted. To niei't the d(>raand for this intercommunication the Bell Company 
(not itself undertaking to i-onstriict and ojierate lines) issued licenses for lines con- 
necting thesi*, small local companies, sometimes to fiartics not holding exchange 
licenses but usually to such licen.soes, and naturally to th<‘ most progressive of them. 

The difficult, \ of maintaining satisfactory intmcoiinecl ing lino service under such 
conditions led to the pundiase of many of the local interests by conqianies organized 
on a larger scale (t) (qieiati', over wider areas. This jirocess brought about many 
improNcmeuts both in the better construction and operation of the intei connecting 
liue.s and akso in the local exchanges, which of necessity had to be reconstructed ana 
improved in order to make communication over longer distances practicable. At 
that time the state of the art made it impossible, under the most favorable conditions, 
to talk satisfactorily between points any considerable distance apart, but fairly 
good service was given between the larger exchanges and their suburban tributary 
])oint8 

Up to 1885 the apparatus in use was adapted wholly to grounded circuits, and the 
use of iron and steel win* was univer.sal. Lines were constructed on poles or roofs 
of buildings. The use of hard-drawn copper wiie. wdiich has made transmission 
over great di.stances possible, was unknown, but the possibility of its use had been 
suggested as a means of establishing real long-distanci' si'rvici;. 

For the purpose of testing this idea an experimental circuit of hard-drawn copper 
wire was tried, and the result was 8(» luomising that early in 1885 the American Tele- 
phone and Telegraph Company (which has since been ])opularly known as the ‘‘Long 
Distance (’ompany") was organized and the construction of a commercial line 
between New York and Philadelphia at once conimenc* d. 

It was 2 years after this before the experimental line was ready for public serv- 
ice, and that period was filled with trials and discouragements before a 8Ucce8o.ful 
result was finally achieved. 

It was determined to try the experiment on a large scale, and heavy polos, 45 feet 
in length (an unusual size at that time), were erected. Upon these poles 24 hard- 
drawn copper wires were strung, the method of handling and connecting this wire 
in use to-day being substantially worked out at that time. It was believed that by 
using these wires in metallic-circuit |niira inductive disturbances would be elimi- 
nated, but when the line was finished it was found that conversation on any one of 
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the circuits could be readily overheard on any of the others, and that the line would 
be a coiuiuercial failure unless this could be overcome. 

Skillful inventors were asked to work on this problem, and after much study and 
many experiments a successful solution of the ^iroblem was tinally reached. 

Another serious difficulty was eucouutered lu transferring the current from the 
metallic-circuit trunk lines to the grounded-circuit wires which were then used by 
the local exchanges. A method and apparatus for this purpose wi^re worked out, as 
it was the purpose of the company from the outset not to undertake the method 
which largely prevails in other countries— of requiring users of the lines to come to 
special toll offices at the terminal points. It was not thought that the American 
business man would take kindl.\ to this waste of time; and it is believed that this 
policy, then established, has had much to do with the great development of trunk 
lines in this country as compared with any other in the world. 

About this period, and following on for the next few years, a number of causes 
were at work leading tinally to the introduction of the metallic-circuit service in 
the local exchanges, which, to accomplish this, were obliged to go through another 
era of plant reconstruction. 

Wires had multiplied to such an extent that a general demand aiose to have them 
put under ground where they were heavily mjissed in the business centers around the 
large exchanges, and the rapid development of high-tension currents for electric- 
lighting and street railway purposes tended to seriously impair and, in some cases, 
make almost inopi^rative the service given in the local exchanges over single wires 
using the ground for a return. 

Inventors were ag.iin calhal upon to devis<‘, cables suitahh! for use under ground, 
and cables have been so far perfected that to day, for short distances, they are as 
satisfactory as the old overhead wires, and are generally used where wires would 
otherwise i)c massed on jioles in the priuci]>al streets of our cities I ufortunately, 
cables are very dotrimeutul to the efficiency of transmission over long-distance lines, 
and every etlort is made to eliminate them in the long-distance service, except in the 
short section from the terminal exchange to the customer’s station. 

At this point 1 might call your attention to the fact that constant and rapid changes 
in the extent and character of service furnished and the continnoiiM reconstruction 
of the plant demanded by the changes in conditions to which 1 ha\c referred, and 
by the perishable nature of the materials ami apparatus employed, have made the 
question of rates lor service one of great complexity for the managers ol telephone 
companies. 

At the outset rates were mad<^ hv men who necessarily had had no experience in 
the business, and in many cases they made prices below the actual cost of service, 
and even when they fixed prices which adequately provided for existing conditions 
the increase in si e and cost of exchanges soon tended to make a fixed flat rate 
unproti table. 

The result of this was that many of the companies were losing money and advances 
in rates became absolutely necessary. It was natural that these ailvaiices should 
meet with resistance from their cnstoiners and become in many States a matter of 
legislative consideration and investigation. 

As a result of this study of the subject ami the knowledge acquired by longer 
experience, both parties have come to a better uiiderstamliug. What helped more 
than anything else to bring this aliout was the recognition by telephone managers 
of the fact that the true unit of charge is tlie message, and the recognition by the 
ciistomer that it was reasonable and just that he should pay in proportion to service 
rendered. This makes it the interest of the exchange manager to furnish the best 
possible service in order to promote traffic, .and satisfies the small users— who always 
constitute the great majority— that th<-y are not called upon to ])ay an unnecessarily 
high price for their serv icc in order that great corporations and business houses may 
have service at cost or below. .So called flat rates are reasonably eqnitahle in 
smaller places, where the conditions as to facilities and traffic are fairly uniform, 
hut they have no place in the service of a large city where these conditions do not 
prevail. 

Trunk line rates have shown less variation because they were originally started 
on the correct principle of charging by the messagp, Originally the rates estab- 
lished were usually about 1 cent per mile for the time actually consumed in conver- 
sation, with an allowance of 5 minutes for each message. It having been found that 
many messages actually consumed less time than this, a substantial reduction in the 
rate was made by reducing the initial message period to 3 minutes and making a 
proportionate redaction in rates, so that the prevailing rate to-day in this country 
IS eubstantially three-fifths of a cent per mile for a conversation oi 3 minutes, with 
a proportionate increase for use in excess of that time. 

Stated in another way: The trunk line customer pays one-fifth of a cent per mile 
for each minute of conversation, hut is required to guarantee a use of at least 3 
ininntos. 

The development of all classes of telephone service in this countrv so greatly 
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exceeds that of foreign countries that it is a fair assniuptioii that service and charges 
are comparatively more acceptable to the people here. Speaking generally, the 
oh irges for service are higher nore than in Europe, bnt there are so many differences 
in conditions, both as to character and amount of service furnished, and as to the 
cost of construction and operation, thatit is almost impossible to make a fair cotnpari- 
son. The greatest single factor is the low cost of labor in Europe compared with its 
cost here. I understand that this has been fully presented to you by other wit- 
nesses, and I will not go into details which would be largely a repetition of testi- 
mony already received. 

1 want to say a word more on this subject, and that is that in relation to char^^es for 
long-distance service many of the figures reported from other countries are mislead- 
ing; as, for instaine, in Germany, between points where the message (diarge would 
be, say *25 cents, it is necessary, if one desires protnpt service, lo make what is called 
an “ urgent call,” for which the charge is three times the regular rate. In Sweden, 
for jirompt service, or for siirvice at fixed hours, double rates are charged, while in 
Holland the regular schedule is doubled between noon and 4 p. m. 

In general the number of trunk lines provided in Europe is very limited, and a 
customer has no idea when he will be served unless he offers in advance to pay two 
or three times the tariff rate. 

The service is also subjected to many embarrassing restrictions; as, for instance, 
iii England a customer at a public station is absolutely limited to a 3-ininnte con- 
veisation, no matter how much he may desire to continue it, and this rule also pre- 
vails in other countries. The small si/e of many of these countries as conifiared with 
our own, and their greater density of population, are also very important factors in 
the consideration of any traffic problem. 

W hat may be called the present era of telephonic development in this country 
really cominem ed with the opening of the long-distance line between New York and 
J’hiladelpbia on the 1st of .January, 1 87. In 188(3 and 1887 lines were commenced 
from New York to Boston and New York to Hnttalo, and since that time there has 
been a constant extension and development both of lines and of the apparatus neces- 
sar\ for their operation, until at the present time the American Tebiphone and 
Telegraph Companv and 88 associated companies, forming what is known as the Hell 
s,’\steni, now furnish local exchange service to about 9(X),(X)0 stations and trunk-line 
sei'\ ice over nearly 700,000 miles of wire*.. 

I he capital stock of the American Telephone and Telegraph Company has been 
increased from time to time as its part in this development has required, both for 
the construction of long-distance lini‘s ami the purchase of teleiihones, telephonic 
apparatus, real estate, and stocks representing investment in telephone property. 

The following table shows the capital outstanding from time to time, the amount 
outstanding .July 1 being held by over 8,00(i stockholders, or, to be exact, by 8,120; 

Mar. 8, 1885 $100,000 Jan. 1,1894 $7,250,000 

.Jan. 1,1880 100,000 1895 7,500,000 

1887 100,000 189(3 12,000,000 

1888 100,000 1897 20,000,000 

1889 2,500,000 1898 20,000,000 

1890 4,000,000 1899 20,000,000 

1891 4,7.50,000 1900 70,975,500 

1892 5, 000, 000 j 1901 89, 100, 500 

1898 .5,000,000 ' July 1, 1901 94,237,500 

The increase between 1899 and 1900 was partially due to the purchase of the prop- 
erty of the American Bell Telephone Company. 

The authorized capital has been increased to $150,0{X),000, and stock to the 
ariiouut of $20,709,000 has been olfored for subscription at par. In addition, col- 
lateral trust 4 per cent bonds have been sold to the amount of $15,000,000, of which 
$.5,000,0(X) have been sold during this year, and are, therefore, not included in the 
last annual report, which I present with and make a part of this statement. 

This report gives full details as to the assets and liabilities of this company, its 
eoeipts aud expenses, together with full information as to the plant, and operating 
statistics of this and its associated companies. 

Respectfully submitted. 

Edwd. J. Hall, 

Vice-President and General Manager. 

New York, July 15 , 1901 . 

State of New York, County of Nno York, ss: 

On the 15th day of July, 1901, personally appeared Edward J. Hall, to me known, 
and known to me to be the vice-president and general manager of the American 
Telephone and Telegraph Company, and made oath that the foregoing statement by 
him subscribed Is true to the best of his knowledge and belief, before me. 

[SEAL.] Harry H. Brigham, 

Notary Puhlio, Netv York County, 
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KXHIBIT A. 


ANNUAL REPORT OF THE AMERICAN TELEPHONE AND TELEGRAPH COMPANY 
FOR THE YEAR ENDING DECEMBER 31, 1900. 


Ofkk^k 

To the stockholdern: 


OF Amkuican Tklephonk ani> Tkle(iuai’h Company, 

New York, March 26, 1901, 


It is my piiinfiil duty to record the <freat loss which this company has sustained 
by the death of Mr. .lolm K. Hiulsoii, October 1-, 1900. He had held the office of 
president of thivS company since 1887. Immediately upon the organization of the 
American Hell Tele phone (’ompany in 1880 Mr. Hudson became its official attorney. 
After^^a^ds he was successively its general manager, vice-president, and general 
manager, and after 18H9 its president. In all these relations he displayed excep- 
tional ability aud sound judgment. He gaiueil the respect and conHdence of all who 
were associated with him, as well as of toe public, and contributed in large measure 
to the succcssiiil development of the corporation of which he was so long president. 

The output of telephones from 1891 to the first of the current year and +ho vari- 
ous alati^tics of the companies operating under our licenses are exhibited in a con- 
solidated form in the tabh'S wdiich follow : 


Dec. 20, 1891 
1892 

1898. 


1891 


1895, 

1896. 


fnstraineuts in the handu of livensecs, under rental. 

[Th«' figures lu lower line allow ineniaao Iroin year to year.) 

, 


] 40, 318 

i 566, 191 
I 18, 771 
\ 582, 506 

) 16, 015 

I 671,976 
I 92, 170 
1 772, 627 

I 97, 651 


1898. 

1899. 

1900. 


1 919, 121 

I 146, 494 
\ 1,124,846 
I 205, 725 
t 1, 580, 101 
I 455, 255 
^ 1. 952, 412 
I 872,311 


Extra-territorial and toll lines. 


Jan I, Jan l,,Jaii.l, Jiin. 1, Jan I, Jan. 1 , Jan. 1 . J.rii l,i Jan. ij Jnii. 1, In- 
1892. 189.5 1 1894. 189.'). 1896 1897 lH9H. 1899. 19(H). * 1901 crease. 


Mile.sof pole hues. 
Miles of wire 


41,298 42.894 46,727 49,:524l 52, 87:t 60,4.5:5 67,701 7.5,718* 89,292 101,0871 11,795 
: 115, 088 133, 002 154, 106 180, .5.57'215, 687'2()8, 806 .524, 883 385, 911 501, 832 007, 599 105, 707 
1 


Toll connections. 


The average daily number of toll connections is 148, 528 

Or a total per year of about 47, 800, 000 

The toll revenue reported hy all companies for the y<'ar 1900 was ' .jiH, 972, 080. 90 


Kxchamjes. 


Exchanges 

Ilranch offices. . 
Miles of wire on 

p<>les 

Miles of wireou 
building.** — 
Miles of wire 
underground . . 
Miles of wire 

sabrtiurine 

Total miles of 

wire 

Total circuits 
Total employees. I 
Total stations... 


! Jan. 1. 

Jan 1, 

Jan 1, 

Jan.l, 

Jan. 1, 

Jan. 1, 

Jan 1, 

Jan. 1, 

1892. 

1893. ^ 

1894 

1895 

1896. 

1897. , 

1898. 

1899. 

788 

8 I 2 ' 

838 

867, 

927 

967 1 

1,0251 

1, 126' 

509 

1 539 

571 1 

572 

686 , 

832 

937 

1,008 


180, 139 
14, 954 

70,3:14 


i 


201, 2.59 214, 676 232, 008 260, 324 ! 

14,980 16,4921 14,525^ 12.861 12,594! 


90, 216,120, 675,148, 285 184, 515 234, 801 

i i I i 

1,029 1,3361 1,0371 1,856 2,028 2,818 

1 ' ' I 

|266, 4561307, 791 353, 4801396, 674 4.59, 728i5.36, 845| 
180, 402,201, 322:205, 891 '212, 07412:57, 837|264, 645] 
8.370 9,970 10,42ll 11,094 11,930 14,425 
[216, 017 232, 140 237, 186 243, 432 281, 095 325, 244 


632 327, 315 396, 503. 
13,776| 15,:529 
1282,634 3.58,184 
2,676 2,978 


Jan. I, 
1900. I 

1 

1,239| 

1,187| 

509, 036 

15, 087 

489, 250 

3, 404 


Jan. 1, 

1901. 


1620, 400|772, 989!l, 010, 777i 


I 


I ’ I 


|295, 904 338, 293 
16,682 19,668 
384,230 405, 180 


422, 620 
25.741 
632, 946 


1,348 
1,427 

627,897 

10, 833 

705, 269; 

4, 

1, 354, 20213 : 57 , 425 


109 

240 

118, 861 
1, 746 
;216,019 
799 


508. 2(52 
32. 837 
800,880 


85,642 
7, 09(i 
il67, 934 


• Not including herein earnings of the American Telephone and Telegraph Company, which will be 

found in the oomparative statement of revenue and expenses appended hereto. 
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KXCHANGK CONNECTIONS. 

Tho eatiinated number of exchange coiinecdions daily in the United States, made 
up from actual count in most of the exchanges, is 5,668,986, or a total per year of 
about 1,825,000,000. 

The number of daily calls per station varies in dilferent exchanges from 1 to 15.9, 
the average throughout the United States being 7.1. 

The average cost to the subscriber varies, according to the size of the exchange 
and character of the service, from less than 1 to 9 cents per connection. 

The tables of mileage include the long-distance toll system owned and operated 
by this company. This system consisted on the Jst of January, 1901, of 12,427.63 
miles of pole line and cable, and 167,410.39 miles of wire, connecting .359 offices, a 
gain during the year of 420.80 miles of pole line and cable, 17,030 miles of wire, and 
36 offices. 

The following comparative statement shows the number of exchange stations of 
the companies with which the long-distance lines directly connect, and which fur- 
nish the terminals of that system: 



Number 

oCsta- 

tiuns. 

Coiiuected by rae- 
tflllic circuit. 

Stations. 

Per cent. 

.lanuarv b 15^00 

.ruuiuiry 1, 1901 

lucrca.so 

5.^7, 979 
097, 074 

311,129 
438, 222 1 

55.76 

02.81 

i:)9, 695 

127,093 

7.05 


The investment in lino construction, eijuipment, and supplies for this system up 
to Decemlx'r 31, 1900, amounted 10.116,152,020.72. The gross revenue from the toll 
traffic upon these lines shows an increase of 13.45 per cent over the amount earned 
in 189!). 

At the ( lose of the year 1899 the jmiperty and business of the American Bell Tele- 
phone (.’ompany, except its holdings in the stock of this company, were taken over 
by this eom|>a,ny. 

The revenue Htatoment appended to this rejiort I'xhibits, therefore, as there stated, 
th(i r(‘sult ol Operations of the combined projierties for the entire year 1900, as com- 
pared with the total of revenues and expenses of both companies in 1899. 

The exchange of shares under the circular of the American Bell Telephone Com- 
pany dated A]»ril 18, 1900, by the terms of which 2 shares of the stock of the Amer- 
ican Telephone and 'relegrapli Comp.iny wore given for each share of the American 
Bell Telephone Company, has been substantially completed. 

By a ciieular dated April 18, 1900, this eonipany oll'ered for subscription by its 
shareholders 1 new share I'or each 5 shares held by them after the exchange before 
referred to. 

Of the total Piimhor of sh'ares so offered (103,515), 103,018 were suliseribed for and 
52,175 shares were issued on August 1, 1900, and .50,843 shares on January 15, 1901; 
those remaining (.527 shares) were sold by auction and issued in February, 1901, 

Collateral trust 4 per cent bonds to the amount of $10,000,000 were sold during the 
year. 

The jiast year has been one of marked progress in the development of the business, 
the increase in number of exchange subsenbors having exceeded that recorded in 
any previous year. 

During the last three years the number of exchange stations has increased from 
384,000 to more than 800,000. This lem, ark able growth has been due in great meas- 
ure to the adaptation of improved inetliods ot construction and operation to the 
needs of siibscribers. 

The general adoption of the measured-.servieo system and metallie-eircuit party 
lines, with corresponding lower rates, has attracted many thousands of subscribers, 
both busim'ss and residence, who were previously deterred by the higher cost of 
other classes ot service. 

All this has been brought about, moreover, without impairment of the quality of 
service. As a whole, the standard of construction and efficiency of service has been 
steadily advanced throughout the country. 

In the larger exchanges the old type of multiple switchboards is fast being 
replaced by relay boards equipped with olectric-luTni> signals and central battery 
plant, installed in buildings specially designed for the purpose and owned by the 
companies. 

Material progress has been made also in underground construction, so that at the 
close of the year 705,000 miles, or more than half the entire mileage of exchange con- 
ductors, were operated under the surface of streets. 
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Most of the gain of exchange stations consists of those connected by nietaillic (ir- 
cuits. At the end of 1900 there were 538,000 of that class, making an incrense of 
154,000 during the year. 

It is doubtless true that in certain localities rates too low to cover current ex- 
penses and necessary allowance for renewal have been oUered to meet similar rates 
offered by competitors. We believe, however, such conditions can not be lasting, 
and the growth throughout the country as a whole has been of a healthy and sub- 
stantial character. 

The expenditure to provide for extensions of the business throughout the country 
has been larger than tnat of any previous year. The new construction completed in 
1^ by this company and the companies operating under our licenses amounted to 
$28,862,970.85. Of tnis sum, $21,914,542.94 was expended upon exchange construc- 
tion and equipment, and $6,948,427.91 upon toll lines. In addition to the above, 
$2,349,103.28 was invested in real estate, to be utilized for exchanges and company 
offices. The entire expenditure for construction, including real estate, to the close 
of the last year has been $168,474,517.83. 

Estimate.^ already made indicate that the extensions of operating plant during the 
current year will require further expenditure on a large scale. 

The year just passed rounds out the quarter century, within which is compassed 
the discovery and application of the art of transmitting speech by telephone. A 
brief review of the development and growth of this new industry, which has become 
so important a factor in commercial and social life, seems appropriate at this time. 

Twenty-five years ago the wonderful invention of Professor Bell was made known 
to the world. Twenty-three > ears ago the first telephone exchange in the world was 
established in the United States, and from that beginning has been built up the 
great system of exchanges, and the network of connecting lines over which conver- 
sation can be held between points over a thousand miles apart. 

Twenty years ago there were 47,880 telephone subscribers in the United States, 
and 29,714 miles of wire in use for telephonic purposes. At the end of last year 
there were 800,880 exchange stations equipped with our instruments, and 1,961,801 
miles of wire were employed for excliange and toll line service. 

The United States has from the beginning held the leading place among nations 
in respect not only of the extensive development of the business, but in the employ 
ment of modern and iiuprove<l appliances, tending to greater lifticicncy of service. 

In connection with the record of development of telephone service in this country, 
some comparison of the systems of foreign countries is of interest. 

The latest reports that can be obtained, part of which are for the year 1899, others 
to the close of 1900, sliow the countries next in order to the United States, as respects 
the development of telephone service, to be the German Empire, having 229,391 sta- 
tions; Great Britain, 171,660; Sweden, 73,500; France, 59,927; Switzerland, 38,864; 
Austria, 32,255 ; Russia, 31,376; Norway, 29,446. 

As before stated, there were, at the close of last year, more than 800,000 stations 
connected with the exchanges of our licensee companies, which exceeds the aggre- 
gate number of subscribers in all tbe countries of continental Europe. 

In addition to this, there were over 40,000 private-line stations equipped with our 
telephones. 

The number of exchange and toll line connections in the United States now reaches 
almost two thousand millions yearly. 

The suits of The American Bell Telephone Company v. National Telephone Manu- 
facturing Company ct al., and of The American Bell Telephone Company v. Century 
Telephone Company etal., brought under the Berliner patent in the circuit con it 
of the United States for the district of Massachusetts, were argued before Judge 
Brown in November, 1899. On February 27, 1901, Judge Brown filed a decision for 
the defendants in each case. An appeal will be taken to the circuit court of appeals. 

For the directors. 

Alexander Cochrane, 

Predident pro tern. 

TMger balanced, December St, 1900. 

DEBTORS. 


Construction, equipment, and supplies $16, 152, 020. 72 

Telephones 4, 311, 928. 75 

Real estate 1, 567, 018. 85 

Stocks and bonds 71, 719, 324. 01 

Patent account 24, 101. 00 

Machinery and tools 31, 477. 94 

Cash and deposits 1, 078, 071. 70 

Bills and accounts receivable 5, 240, 640. 27 

Americau Bell Telephone Company 22, 110, 400. 00 


122,234,983.24 
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(^RKDITORS. 


Capital stock 

Surplus 

Bonds 

Reserves 

Bills and acc'ounts payable ‘ 
Contingent 


$89, 100, 500.00 
1, 813, 199. 74 
10, 006. 000. 00 
2,416,363. 34 
2, 928, 709. 91 
15, 970, 210. 25 


12-3,234, 983. 24 


March 26, 1901. 


Wm. R. Driver, Treasurer. 


Comparatire statement of earmntjs and expenses. 


KARNlNdS. 


1900. 


Dividouds 

Rental oriiitrnmonts 

Telephone traffic 

Real ortlato 

Interosl 


$3, 044, 908. 89 
1,714,526 54 
2, 608. 359. 01 
42,285.11 
217,301. 53 


$3, 846, 821.67 
2, 427, 037. 52 
3,027, 171.85 
31,824 67 
201, 643. 50 


7, 687, 381. 08 | 9, 534, 499. 21 


EXPENSES. 


Expeuscfl of admiuistration. 

Legal e.xpon.soH 

Intercat and taxea 

Telephone traffic 


Net revenue 

Net revenue, 1900 . 
Dividenda paid . . 


Carried to reaerv es 
Carried Lt aurplna . 


$591, 826. 34 
103, 748. 46 
1,234, 275.83 
1,487.021 88 

$746, 259. 48 
85, 134. 07 
1,376,199.94 
1,840,847 86 

3,416,872.51 

4,048,44L:j5 

1 4,270,508.57 | 

5, 486, 057 86 


5, 486, 057.86 
4, 078, 001.26 




1, 407, 456. 61 

937,258. 22 
470, 198. 39 

i 


1, 407,466.61 


N. B.— The forej^oing statement for 1899 is for the purpose of comparison and is 
made up of the transactions of the American Bell Telephone Company and the 
American Telepboue and Telegraph Company in the same form as those which appear 
above for 1900. 

Wm. R. Driver, Treasurer. 


March 26, 1901. 


Baltimore, Md., July 1901. 

SUPPLEMENTARY STATEMENT OF DANIEL H. HAYNE,^ 

General Solicitor Merchants and Miners Transportation Company. 

To the honorable the members of the Industrial Commission, Washinyton, I). C. 

Sirs: With a view of simplifying the proposed acts which I inclosed to yon in 
my letter of March 3, 1 would recommend that an additional act be adopted by Con- 
gress to specifically cover the crime of “buying, receiving, or selling any money, 
goods, bank notes, or other things which may be the subject of larceny, and which 
have been feloniously taken or stolen,’’ and thus eliminating this feature fl:um the 
two acts as heretofore proposed. * 


*Of thU amount $1,282,277.25 is for the dividends jiayahle January 15, 1901, to stockholders of reoord 
December 411, 1900. 

^ See this volume, p. 423. 
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With a view of making this suggestion sis simple as possible, I would recommend 
that the two previous amendments to R. S. 4596 and R. 8. 5356 which occur in my 
former testimony be eliminateil, aiud the following put in their place, for such action 
as your commission and the Oovernment authorities may desire to adopt: 

AK ACT To amoml forty-livo hiindml aud iiiiioty-six of the liovinod StatutoH of tho Lluited 

Stales, relating to ottensos and pnuiBliments. * 

Be it enacted bn the Senate and House of Representatives of the United Stales of America 
in Comjress assembledy Tliat subsection eight of section forty-live hundred and ninety- 
six of tho Re\ isod Statutes of the United States be, and the same is, amended to read 
as follows: 

“Section 4596, subsection 8. For willfully damaging tho vessel, or embezzling or 
willfully damaging any of the stores or cargo, or taking or carrying away, with 
intent to steal or purloin, the persoual goods of another, by forfeiture out of his 
wages, of a sum eciual in amount to the loss thereby sustained, and also, at the dis- 
cretion of the court, by iinprisonmeut for not more than twelve months.^' 

AN ACT' To amoiid section lifty tUreo hundred and lifty-six of the Revised Statutes of tho United 

States, relating to crimes arising within the maritiuie and territoiial Jiiriidiction of tlie United 

States. 

Jie it enacted by the Senate and House of Representatives of the United States of America 
in Congress assembled, That section tilty-three hundred aud hfty-six of the Revised 
Statutes of the United States be, aud the same is, amended to read as follows: 

“Section 5356. Every person who, upon tho high seas, or in any {)lace under the 
exclusive jurisdiction of the United States, or upon waters within the maritime 
jurisdiction of the United States, takes and carries away, with intent to steal or 
purloin, the personal goods of another, shall lie punished by a line of not more than 
one thousand dollars, or by imprisonment not more than one year, or by both such 
tine and imprisoum ent.^‘ 

AX ACT To ameud section lilty-threc liundrcd und tilty sevcn of tlio Uevi.si'd StatiitoH of the United 

States, relating to crimo.s iin'aing withm the miiritimo and territorial iiiiisdiction of tho United 

States. 

Beit enacted by the Senate und House of Repn sentalives of the United States of America 
in Congress assembled, That section liity-thiec hundred aud lilty seven of the Revised 
Statutes of the United States be, and the same is, amended to read its follows: 

“Skcuon 5357. Every person who, upon the high seas, or m any place under 
the exclusive jurisdiction of the United States, or upon w.tters within tne maritime 
jurli^i<‘tion of the United States, buys, receives, or conceals any mone,\ , goods, bank 
notel, or other things which may be the subject of larceny, and which has been felo- 
niously take* or stolon from any other person, knowing the same to have been taken 
^ stolen, shall be punished by a fim's of not more than one thousand dollars and by 
Iinprisonmeut at hard labor not more than three years.’’ 

Respectfully submitted. 

Dan’l H. Hayne, 

(leneral Solicitor. 


Huston, Mass., February ; J 0 , HJOL 

TESTIMONY OF HON. CHARLES FRANCIS ADAMS. 

Former Chairman MaHsachusetls Railroad Commission. 

The special subcommission met in the rooms of the Horae Market Club at 10.07 a. m., 
Mr. Clarke presiding. At 11.40 a. in. Hon. Charles Francis Adams, of Boston, was 
introduced as a witness, aud, being duly sworn, testified as follows: 

Q. (By Mr, Clarke.) You may give your name and jiost-ottiee address to the 
'Utenographer. — A. Charles F. Adams; 23 Fort street, Boston. 

. Q. Have you been chairman of the Massachusetts board of railroad commissiorf- 
ersi— A. When the board was formed, in 1869, I was one of the original appointees, 
and I became chairman, I think, in 1872, and remained chairman until 1879. I then 
retired from the board aud have had no connection with it since that time. In 1897 
Governor Wolcott appointed me as chairman of a commission to investigate the sub- 
ject of the relitions between street-railway companies and mnnicipalities. The 
other members of the commission were Mr. W. W. Crapo, of New Bedford, and Mr. 
E. B. Hayes, of Lynn. We made an examination of the whole subject of street rail- 
ways as they then existed and their relations with municipalities; and onr report 
was submitted in February, 1898, to the b gi d.iture of Massachusetts, which report 
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ifl now on file; and, in accordance with recommendations then made, a general act 
was passed modifying largely the relations of street-railway companies, as they are 
called, to inimicipalities and this law now regulates that subject in ^lassachnsetts. 

Q. Will you please proceed in your own way to give yonr ideas ot the most recent 
application of electricity to street-railroad imrposes and suggest such changes in 
laws or the granting of franchises as may occur to yon for the protection of the 
public f— A. The subject is rather a large one, and I do not immediately see how it 
bears very closclx upon yonr inquiry. The i-ssontial feature in the situation is, so 
far as I am concerned, that the report to which I have referred, made by the commis- 
sion in 181)8 and the legislation passed iu accordance therewith is no longer applica- 
i)le to existing conditions. Here in Massachusetts — I do not know how it is in other 
States; I dare say their laws arc, more elastic— but hero in Massachusetts to-day all 
our logislation, so far as street-railway <‘oinpauies are concerned, is based upon a 
(!ondition of atfairs that has iicased to exist, and the legislation needs overhauling. 
Our report has already become ancient history and, I hold, has little if any bearing 
on conditions existing to-day. A< cordiniiily, so far as it goes, it is deceptive. I 
think wo have set u]) a false guide, and a guide which, as considering myself largely 
responsible for that report, 1 have alrea<l\ indicated to our authorities is rapidly 
carrying our {himmonwi^alth ami municipalities into a position id' a good deal of 
ditliculty, from which heri'aftcr they will be forced to extricate themsolves at much 
expense and by a \ cry violent ellort. That is to say, the legislation in Massachusetls 
IS liased upon the fundamenfcal piiiiciple that a street railway is nothing but an im- 
proved line of (iinnibus<‘S, or a street-railway company is nothing but a company to 
ojicratc an inqiroved line of omnibuses over a special pavement 'which they are 
authori/ed to lay, iu combination with other pavement, in the streets of our towns 
and cities. Accordingly our wlnde principle has been to turn that business over to 
what might be called local management, and each municipality is supposed to regu- 
late its pavement and to regulate the lino of omnibuses just as they did in the old 
da>8. Our h'gislation— our whole organization of these companies, is based on this 
principle. It is very much as if, for instance, the great railroad com]»anie8 iu the 
State, of which we now ha\o but thiee in the Commonwealth— the New York, New 
Haven and Hartfoid, the Boston and Maine, and New York Central— were leit to 
the regulation ol e\ciy town or city through which they pass, and had to look for 
their frauchises to the governmciils of those miinicipalities. It is only a (picstion of 
degree, and the street-railway coiporation, as we call it, has burst tbrough town 
limits. Sometimes we have stroid-railway corjiorations wliicdi go through at least a 
dozen diltcieiit niuuieipalities and opeiato roads which arc getting up now to 50 
miles; and moreover they have long since ceased to use horses, the motive ])ower 
with which they originalii, began. They have introduced a new motor— ideciricity — 
and the fact is, thoreloro, to-day wi' hav(^ in this State not the old street railway 
and the steam railroad, but wo nave tlu' steam lailroad and the electric railtjoad. 
The motive powder is the only ilitlercnce between the two, except that the electric 
railroad is allowed to do what the steam railroad is not; that is, it is alloxved to lay 
its tracks in the public thoroughfare and to operate its < ars with new' motor. Aij^ 
conditions have changed in regard to speed, and they are rapidly changing wdtn 
regard to the methods of doing business. So far our legislators and tow n authorities 
have not wakened up. The eommiinity does not realize the fact that these new' con- 
ditions are now in their infancy; that the introduction of ehudricity has entirely 
changed tlio character of the street-railway company and is leally introducing a 
subordinate system of railroads; and they have got to be treated as railroads, beeause 
the time is not remote, as is obx lous when those street railways ba\ e got to be o])er- 
ated at a rate of spi'cd which hitherto has been incompatible w ith the joint use of 
the street with other eonveyauees That is, they have got to be oj)erated, iu order 
to carry ou the business w hich they have, at a rate of 20 or 40 miles an hour, and no 
longer at the rate of 10 miles an hour, which was exoessiN e speed when the cars were 
drawn by horses. 

It is also obvious that, in order to perform their functions, they ha’ve got to run 
very large cars close together; not in consecutive trains perhaps, but as they do now 
in our subway. Not only that, but they have got to carry freight and jierform a 
wholly new' set of functions. They have to do this in order to fulfill their missiou 
and accomplish the purpose for which the.x weie organized. In other words, we ares** 
going to have in the not very remote future a sulisidiary i ailroad system. The steam- . 
railway system will ojuTute over great distances, and handle business of large volume, 
requiring most elaborate terminal arrangoinents, a movement which can only be 
conducted by steam and by trains <»f great size doing the more remote or through 
busincss—tliut is, a business extending any whine from 50 miles to 10,000 miles, and 
which w e may call a through or 'wholesale business, 

We are now seeing established a subsidiary railroad system operated by electricity 
and accommodatiug up to 50 miles. Our present legislation does not pro ide for it, 
but w’e are going through an experieuce which will ultimately lead to general legis- 
latiou. It requires uo groat observing ]n>wer to see the form it is going to take — 
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tUo form ol' olovatcd roads or subways iu tlio large cities, mucIi us lioston or New 
York. This whole evolution is now about 10 years old. 

Ah a dynamic force it has not amounted to much until within the last 10 years. 
The growth has recently been very great, and so was the giowth of the railroad 
system in its early days. Compared witn what it is going to be in the year 1950, 
the electric or subsidiary railroad system is now just about where the railroad 
system was iu 1845, 10 years after it got a firm hold in this country. Its appliances 
and its methods are all tentative and elementary. I hey are going to be developed 
to an extent beyond anything which we can now realize. We ha^e no data upon 
which to work. We can only say that it is going to grow until, in proportion to 
the first 10 years of its existence, it will be something as surprising as the railroad 
development so surprising in itself. It will he, as I have said, in the form of sub- 
ways or < levated roads. The traffic will then have to he separated at groat expenst*. 
Jt will be subject to very severe municipal regulations, as it is iu these cities now, 
where the oars go from the subway or the idevated road out into tht^ country districts. 
In the country districts, instead of running on stieets as it does now, it will get 
off the highways at the earliest possible moment on to a jirivate right of way. It 
will do so for its own convenience and economy, and in order that it may not be 
subject to the restriidions as regards speed in ojieration, to which it is necessarily 
subjected in the narrow streets. The community will inevitably insist, and the 
corporations will desire, that the railway lines shall be upon streets especially 
desired for that purpose— broad thoroughfares, avenues of 125 to 150 feet, with 
provision made for both forms of transjiortation, and where, without interieiing 
with the regular vehicle transportation, the electrics (‘an run at great rates ot speeif, 
carry freight, etc., and perform their functions with a reasonable degree of conven- 
ience. 

They are now trying to break through these obstructions in a blind sort of way. 
The tendency now is to go to the legislature and get some form of special legislation. 
There is a confiiet existing between the street railway, as it has got to be, and the 
steam railroad. The steam railioad views the electric railroad with great suspicion 
as likely to interfere w’ith its traffic. Our whole legislation is tending to-day, and 
is likely to involve the community at no remote period, in a position from which 
they will have to extricate themselves exactly in the wa> in which the railroad has 
extricated itsclt from the position in which it originally started. Now in every one 
of our great cities they are endeavoring at enormous cost to separati' the traffics, 
and so put themselves in a position to pei form their functions without great friction 
and extreme cost. 

We have been studying the thing all over the country. Here in Boston we have 
been grappling with the (niestion of separating grade crossings. We originally 
permitted them without any idea they were going to be a source of serious incon- 
venience; but they became intohirable. and we are separating them, at enormous 
cost to the municipality and railroads. 

Take such a line as the Boston and Providence. Every person who remembers 
that road in its early dajs knows it ran through a region which has now become 
crowded, and the (|Uestion is to elevate the traiik, which has been done at a prodig- 
ious cost to both the community and the railroad, 'fo render it jiossible to conduct 
the two forms of travel without interfering with each other, the street railway 
will have to do the same thing in an aggravated degree The present situation 
will become intolerable, and the traffic will have to be sepanited. 

In Syracuse, Rochester, and other cities the separation of the highway from the 
railroad traffic has involved engim ering feats of great difficulty and enormous cost. 
Perhaps the most striking case in the country is the w ork done recently by the 
Pennsylvania Railroad Company in .Jersey City; and I take it that the most difficult 
problem in the country in that lespect is that now presented in Chicago, w here they 
have got to separate the traffic, no matter what it costs and no matter what 
engineering feats it may require. 

1 am not now prepared to formulate any system. It is a difficult problem. 1 
merely say that the report of our (mniraission, though only ,*1 years old, owing to 
the immense development of electricity that has taken ])lace and the change of 
conditions, so far as it is any guide at all, is a false guide; and it is rapidly getting 
our communities into a snarl from which they will extricate themselves at some 
future time with great difficulty and at very large expense, i'his was not our fault. 
We made as goocl a report as was possible under the circumstances as they then 
existed. The difficulty is that those who have the shaping of our legislation have 
not awakened to the fact that a new pow'er has come into existence wliich requires 
radically different treatment. 'I hey must go back in legislation and build from a 
new foundation. The day for treating an electric railroad like n line of omnibuses 
running on tracks laid down in the streets is gone, and gone forever; and the sooner 
they wake up to that fact and frame their legislation to meet the new conditions the 
better it will he for all concerned in the not remote future. 
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That is all I have to say. I can only add that if the legislature Hhould ask me 
to- day what chauges I had to propose in existing legislation, I should answer, “lam 
not prepared to say.^’ It would require probably a year’s study ot'tlu^ situation, just 
as before Our coimnission, 3 years ago, was organized in June, itqtorted in Jan- 
uary, and the bill was passed in May. Therefoi e its work occupied jnst l year. If 
that same probb'ui were to be placed in the hands of another conmiission to-day, 
to draft suitable legislation to meet existing conditions, it would re(iiiire a study by 
specialists and nnui who had given much attention to the subject for about 11 
mouths to make report, and it would then require another 6 months to shape the 
necessary legislation. 

It is not easy to irame legislation in a way to commend itself to the interests and 
Judgment of existing coiporations. They are very jealous. ’I’hey do not take hold 
of new ideas very readily. They look with great suspicion on innovations. They 
always ask how they are going to aflect them.' It is accordingly very difficult, as 
we all know, to Iranio legislation which will be effective, and at the same time 
practical. 

Q. (By Mr. Clarkk.) Are the electric railroad companies of Massachusetts organ- 
ized under special charters? — A. No; under a general law, but they have to obtain 
their frauchises from each municipality; and each municipality to-day is iin|)osing 
new conditions, and very properly. They are askeil to give the use of their streets, 
and in many cases the exclusive use of streets. Therefore, they exorcise their inge- 
nuity in devising now and difficult conditions which are becoming more and more 
restrictive so far asoperation is conceriKid, ami which the corporations are more and 
more anxious to avoid. 

Of course the original desire of the corporation was to get the right of way gi\i'n 
it for nothing. The railroail corporations, their competitors, had to purchase then 
rights of way at great cost. The franchise cost nothing at first. 'I'he company 
simply laid down a track, but the tracks so interfered with traffic that that half of the 
highway could only be used lor the street railway It then became necessary as the 
community iucrca.Hcd in population, etc., to ^\iden that highway. Then they found, 
as here in Boston, that they had given the half of tin street to the railroad company, 
and were exjiccted to widen the street to accommodate the increased traffic at their 
own expense. Of course Unit condition could not long continue. The community felt 
that the railroad company should bear a portion of the expense or even the whole of 
it, and therefore there came to he more and moie conditions imposml as to speed, as 
to rate of fare to lie charged, as to carrying school children at half price, as to the 
expense inclined in widening thoroughfares, astoonethiiigandanothcr, until Nveare 
rajiidly coming to the point where it will be felt that it is necessary to separate the 
traffic, just as in the case of the steam railroad. That is looming up before ns. 

In the West the^ are far ahead of nsin this respect, hecause in tlie Wesl those lines 
now run for miles and miles on private right of ^^ay through the country. They 
are accommodating themselves to the facts more rapidly than we, and saving them- 
selves the groat future expense which wo are inciiriing. 

Q. When you speak of the separation of the traffic, do you mean at the crossings 
of the railroad and the highway? — A. No; that will never cause any great difficulty. 
It will take care of itself, because it will be to the iuterest of the lailroad to stop 
at crossings to take on and let oil ])a8.sengcr8. The traffic is of such a nature that, 
having no stations, or only a very few at terminal points, the question of local 
crossings will regulate itself without trouble. 

Q. Do you know of the company formed to build an electric road for high speed 
between Boston and Won'e.sierf— A. Yes; I know something of it, but not ot the 
details. 

Q. Do you know of the conditions imposed by the city of Newton for the fraucliise 
of that company? — A. No; 1 do not. Theie is hardly a town in the Commonwealth 
that is not struggling now over this ()ue8tion. My attention was first drawn to it 
hy the town of Lincoln, on the Kitchburg Railroad. That is a country residence 
town ; 80 much so that there is only one shop in it, a little country store, and no 
other place of business. It has only some 1,2(X) inhabitants. Two electric roads 
wanted to go through. Their representatives said very frankly that they wanted to 
passthrough Lincoln to get to Concord; they wanted to run through Lincoln at a 
speed of 30 miles an hour; wo were to give them a right of way for nothing on one 
of our thoronglifares to be used for an electric railroad, although the Fitchburg 
road, which ran through the town, had bought its right of way at an enormous 
expense and incurred ail the expenses incident to a steam railroad. That immedi- 
ately brought up the question of conditions. They were of every character, from 
the amount to he paid for the right of way, and the conditions the company was to 
enter into to protect and widen it, and accommodate it to the business, to the num- 
ber of times they would stop, to the rates of faro tln^y would charge— -every con- 
ceivable condition. I presumo it is the same thing in Newton. 

All that is part and parcel of the <dd theory under which the street railmad is 
supposed to be a horse-car line and merely a matter of local interest, whereas this 
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very railroad you are speaking of (tbe one to Worcester), I take it, runs through a 
dozen towns. It has to face tlie regulations and the selectmen of a half dozen towns 
ainl satisfy all. I hold it is impossihle. 

What is thedistancef— A. It is 44 miles. They have got to stop frequently, 
and when they get to a crowded neighborhood they have to run 10 miles an hour, 
or whatever it is, so that when you take out. the stops and the places where, for 
safety, they must run at a low rate of speed, there is no escape from a great speed 
elsewhere. 

Q^.nAs a practical railroad man, do you think that a single car, however heavy, 
can be run at the rate of 20 or 30 miles an hour with safety. — A. 1 do not know any- 
thing to prevent it. They are getting these cars up to a weight wholly dilferent 
from the old oar. 'I’he old car certainly could not so run. It would he olV the 
track at every turn. But they are getting to a solidity of track not in any way ditler 
eutfrom the railioad. 'I’he permanent way is of the most solid character. I do not 
remember how many tQiis their cars weigh. I am not informed in that portion of 
the details of the electric business, but my impression is they are getting their cars 
up to a weight of 20 and 30 tons. Are they not? 

Q. I am not aware of the weight of tL> car, but at whatever weight it will be 
lighter than a steam railroad train witha heavy locomotive and heavy cars which are 
held together by the Miller compression buffer with 80,000 pounds pressure between 
each car, will it not?— A. They are undoubtedly lighter, but with a weighted car of 
15 or 20 tons and with a good permanent way you can run pretty fast. 1 must 
add that so far as the running of an electric road in its present term is concerned 
I do not profess to he an expert There are already roads that run trains of cars. 
To Nantasket Beach there is a r«‘gular railroad operated by elect i icity. I'lie distinc- 
tion between the steam railroad to-day and the street or electric railroad is shadowy. 
It is merely a change of motive power; otherwise they are the same. 

.Q.‘ You have been ])resident of the Union Pacilic Railway Company?— A. Yes; 10 
ye^s ago. 

'*Q. You have traveled very (‘xtensively and are familiar with railroads in Europe 
and you have been the author of books on railroads?— A. 'I’liey are all antiquated. 
Very few scientific books are worth anything after 5 years, science moves rapidly in 
these days. Excejit the repoit of the commission of 3 years ago, I hcvewiitten 
nothing for 10 years whatever. 

Q. Have you seen the street railroads in Clasgow which are operated by the 
municipality ?— A. I have. 

What is your opinion of that system (*oniparcd with our American system? — 
A. That Glasgow system of which you hear so much is nothing but a very imperfect 
American system— acknowledged to he such. The inauagcv of it does not profess 
anything else. I had a great deal of talk withhim. It is all rubbish what you hear 
of thoijystems in Enrojie. So far as they an^ good, the> are built by American com- 
panies and on American linos, subject to such lestrictions as the European commu- 
nities have seen tit to impose. There is not a systmu in Europe that I have seen or 
have any knowleilge of which would, for instance, hear any comparison with the 
system we have liere in Boston to-day,. 

Q. What is the fare on that system in Glasgow? — A. I do not know what the 
minimum is; I think it is a penny — 2 cents. It is according to distance, as I recol- 
lect it. You state where you are going .and they punch your ticket, and you pay a 
penny or a penny and a half, 2 pence, and so on. The system is noli adapted to our 
needs here. 

One of the most curious facts connecte<l with our railroad system here in BosteH 
is what is known in summer as pleasure travel The people living in town get into 
these electric cars and for .5 cents are taken out and given an exchange ticket on 
another line, and for 10 cents they can ri<le 15 or 20 miles and pass the entire evening. 
That is wholly unknown abroad, so far as I know. 

Q. It is rather new here. — A. Here it is a system which has grown up under our 
American methods. We went into it very elaborately in the report I have referred to. 
The European principalities are very restrictive; they have been so afraid ot being 
cheated — they are so afraid some one is going to get the advantage of them that 
.they cheat themselves, an«l will not give an opportunity for that development which 
is essential to any ente^pri^e. All the companies want is to get their money back, 
and they get it back by giving the poorest of accommodation and managing theii 
tradic, so mr as I am familiar with it, in the most niggardly way. They give a better 
management than the original systems of tramways to which the people there are 
accustomed, but as compared with what you see in Ameriiian cities, 1 assure you 
there has been more rubbish and inisstateniont and misinformation talked on that 
subject than on any other subject my attention was ever drawn to. And when J 
went abroad and looked into it with the idea that I could h;aru something 1 speed- 
ily came to the conclusion that there was absolutely nothing for us^^to learn in 
Europe; so far as they hud anything up to date it was purely Araericiti, American 
appliances put in by Amerh'au companies. And I have no question if th§ theorists 



C. F. ADAMS: — STEEET KAILKOADS. 


829 


who talk on this subject had made the investigation which I have made, and had 
done it with the intention of arriving at the facts and not supporting a theory, 
they would state the same thing— that wo have nothing wliatever to learn on that 
subject from Europe. 

Q. Now that we have touched this subject of lunnicipal ownership of street-rail- 
road accommodations, are you willing to express an 0 ])inion as to the desirability of 
the Government taking over the entire railroad systems?— A, I think it is humbug. 
I do not want to talk about it. It seems to me puie trash an<l 1 do not care to dis- 
cuss it. The Government has as much as it can do now. If yon want t»'tiave 
$250,000,000 more of a pension list, all you have to do is to go into somethiug of that 
sort. If others wish to discuss it they can ; to mo its discussion is a waste of time. 

Q. You know something of government owned and operated railroads in Europe?— 
A. I have noresiiect (or them whatever, com iiared with <»ur railroads in this country. 
The best railroads in Europe are the English railroails— by far the best— and those 
are loft to private enterprise, and are handled accorilingly. I have no faith what- 
ever in government owneiship of industrial enterprises. If left alone individual 
ownership will beat the government every time. 

Q. W’e should like very much to receive yonr opinion on the pending consolida 
tion of gri'at railroads in this country, if yon have formed an ojiiiiion? — A. 1 see 
nothing whatever to interfere with it. 1 expres.scd my views on that iinestion 
years ago, and sec' no reason to change them. It is a thing that should be left 
to work out its own results in its own w.ay with as little hampering as possible. It 
has worked far in that <lirection since I ha\e had to do with railroads iu Massa- 
chusetts. VVe have only three corporations now. The talk of monopoly has died out. 
It is found that a laryo corporation, while its ])olitical power is undoubtedly great, 
has proportionately increaseil rca])onsilnlity, ami it is tar easier to handle it, and it 
gives better and more satisfactory service, than a number of small corporations that 
you can not put your linger on. As I say, here, in Massai'hiisetts, all the jealousy of' 
groat railroad corporations has disappeared, and it has disappeared largely in view 
of the fa(‘t that the ]ieoplo get better service, more satistactory results, from Ihe 
consolidated concern, and the dangers \\bicb were apprehended do not exist. 

What I have said lias taken a far wider range than I anticipated when 1 caino in. 
and 1 state frankly that the whole sulijeet, except in connection with street rail- 
way s, has not occupied my attention for 10 years. 1 do not propose to give any 
attention to it again. It is a subject I am tired of, and am ready to ]oa\e to others, 
Tliercfoio, upon c\ erything except us to street railways and their relation to munici- 
palities, I speak subject to (mrrection and trom impression. 

Q. (Hy Mr. Li h’Iiman.) Ha\o you any changi's in legislation to suggest that you 
think would be applicable to the line of thought you have presented this morn- 
ing?— A, I have nothing to propose. That would he a matter for careful study. I 
do not myself believe iii changing legislatnui prcei])itat(‘ly. Sin h cdianges ought 
to be carefully inatured. The <lifllculty is we toss legislation together. If wo bad 
far less Icgisiatioii we would l>o much better olf. If this matter is going to he 
handled, it ought to h»^ handled with great deliberation and on a thorough under- 
standing of the situation. And yon can he \ cry sure— absolutely sure— that what- 
ever is formulated has got to juiss through an ordeal of criticism, tirst from the 
existing street railways an'd then from tlie ste nil railroads. This is always the 
case, and, 1 suppose, necessary. 

(^. Do you think an electric railroad could ho incorjiorated iiiidoTthe general rail- 
road act of Massiichnsetts?— A. I no not see why not. I am not aware of anything 
Jn the act which prescribes that the road has to he operated by steam. I do not 
Believe, for instance, that the (k)has.sot Railroad had any special act. It simply 
adopted electricity as its motive power, instead of steam. 

Q. That would carry with it the right of eminent domain— the right of taking land 
under eminent domain? — A. I should have to look at the law carefully before I 
answered that question, more carefully than I am now disposed to do. I should 
not care to ex])ro8s an opinion. I am very sure of one thing— in order to seotSre 
satisfactory results wo will have to have a great <leal of new legislation. 

Here the testimony of Mr. Adams was closed. Later an informal conversation 
took place between Mr. Adams and Mr, Stimson, in the midstof which the stenogra- 
pher was instructed to take it down, Mr. Litchman introducing the subject, as fol- 
lows: 

Mr. Litchman. Mr. Stimson was asking if the local franchises were permanent, 
and Mr. Adams was making a statement on the subject which was important. 

The Witness. The franchise of Massachusetta street railways has always been an 
indelinite franchise, granted hy the localities through their streets, and subject to 
revocation at any time at the arbitrary judgment of the local authorities. A more 
absurd tenure could not he imagined, and one would not expect that any large 
investmenl^of capital could have been developed under such a ridiculous practice; 
and yet, on 'the wliole, that illogical, absurd tenure of franchise has worked better in 
its results than any other system yet devised. We went into this subject very 
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elaborately in the report, of which I shall be happy to send you a copy. Contrary 
to our whole impression, when we entered on our investigations, we were agreed 
that better and more satisfactory results, politically and economically, had been 
produced under the Massachusetts form of franchise than under any other we had 
heard of. 

In many of our Western States the renewal of franchises has been one of the 
most crying causes of municipal corruption. These renewals are always coming up, 
andevery time they come up there are allegations of corruption, and bargain and 
sale, which arc, to say the least, scandalous. What there is in it I do not know, 
ami it is none of my business; but that system of renewing franchises has not 
worked well— I mean the system of limite<l-time franchises, subject to renewal. 

Q. (By Mr. Clarkk.) Is it not the law in Massachusetts that the selectmen of the 
town in granting franchises do not act as olhcers of the town, but a.s otticers of 
the Commonwealth? — A. I believe that is the theory of the law, l)ut it works badly, 
as you well kimw. It works badly simply because they are no longer granting a 
permit to run a line of oninibnse.H on Washington street, which used to be the case 
formerly: but they are now called in to exercise a partial jurisdiction. The ten- 
dency of legislation h.»s been to leave the granting of franchises nominally as a 
local option, hut to give more and more an appeal to the railroad commissioners in 
case of diflQculty . We have found a way ( and it is not a had way at all ; it is a very 
good way) of working legislation to practical results without umch regard to theory ; 
and L distinctly say it is, on the whole, the best system of street railway legislation 
there is. 

Q. Asa matter of fact, <lo not the people of the 8e\eral municipalities take so 
much interest in this that they bring to bear upon the seleistmen or the city councils, 
as the case may he, the piessure of public opinion?— A. Oh, yes. I think there is a 
great deal to bo said in f:ivor of the system, and if I believed that the electric rail- 
roads could go ou operating forever under the joint use of the highway, etc., I 
should not be disposed to change the system any more than we changed it 3 years 
ago. We changed it but little. We then took just the position you suggest, and 
left well enough alone. The only thing that 1 say now is that a new force has 
developed, which has burst through its swaddling clothes, and can not be confined 
much longer. All that brought me hero to day is to call the attention of the com- 
munity to the fact that the infant is getting to be a pretty big man and his present 
clothes will not hold him much longer. He has got to have a new suit; that is 
what it comes to. 

Q. (By Mr. F. ,1. Stim.son.) Have you formed an opinion that this new legislation 
should prohibit local authorities from granting franchises on public highways?— A. 
I believe that matter should be left to regulate itself. I f they choose to put railroads 
in the highways, let them put them there, and they will soon find— both the people 
and the railroad— that it is to the interest of neither party that they should be there. 
The thing I am clear about is so to expand legislation as to permit the separating of 
highways and street railroads, instead of which the authorities are now compelled 
to put the railroads on the highways and nowhere else. 1 should make our It^gis- 
lation more elastic, .so that these electric railroads would have more power to develop, 
instead of being, us they now are, men forced into the clothes of a child. 

(Testimony closed.) 


Wasiiinijto.n', 1). C., March 6, 1900, 

TESTIMONY OF MR. VAL FITZPATRICK, 

Third rice grand master, lirotherhood of Railroad Trainmen, 

The commission met at 1.45 p. m., Chairman Kyle presiding. Mr. Val Fitzpat- 
rick, third vice grand master, Brotherhood of Railroad Trainmen, Cleveland, Ohio, 
was introduced as a witness, and, being duly sworn, testified as follows: 

Q. (By Senator Kyle.) You may give your full name and address and your busi- 
ness to the reporter.— A. Val Fitzpatrick; third vice grand master of the Brother- 
hood of Railroad Trainmen. 

Q. That is, of the United States?- A. United States and Canada. 

Q. Where is your residence?— A. Columbus, Ohio. The head office of the organi- 
zation is at Cleveland, Ohio. 

Q. You are conversant with this Reading Railroad trouble, are yon? — A. Yes. 

Q. Will you state as briefly as you can to the members of the commission what 
there is of it, begiuuing at its inception and coming down to the present time?— 
A. I would like to submit or make a statement of the character of the organization. 
I would like to state that the Brotherhood of Railroad Trainmen, tl^rongh its grand 
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master, filed certain charpfes with the Industrial Commission against the Philadel- 
phia and Reading Railroad. The character of the organization is b<‘st stated in its 
preambhi, which was formulated at the instituting of the Brotherhood of Railroad 
Trainmen, and Avhich, I might say, has never been changed from that day to this, 
which is upward of 17 years. The preamble reads : 

‘‘PREAMBLE. 

“To unite the railroad trainmen; to promote their general welfare and advance 
their interests, social, moral, and intellectual; to protect their families by the exer- 
cise of a systematic benevplence, very needful in a calling so hazardous as ours, this 
fraternity has been organized. 

“Persuaded that it is for the interests both of our members and their employers 
that a good understanding should at all times exist between the two, it will be the 
constant endeavor of this organization to establish mutual confidence and create 
and maintain hiirmouious relations. 

“Such are the aims and purposes of the Brotherhood of Railroad Trainmen. ' 

The chief features of our organization are: First, education. We believe that it 
is easier to reason with men of education than it is to do business with men who are 
ignorant of those things that confront them in their employment. The wages and 
hours of labor an^ also a consider:ition. Wo have lost no opportunities to see to it 
that the men receive a fair compensation for their labor, and its equivalent in hours 
of labor. 

Q. Was that not the chief object in the I'ormation of your organization? — A. No; 

I might say it was not the chief object of the formation of our organization. The 
child object in the (bnnation of our organization was to insure the lives ot its 
members and ^iroteet their dependents. To that end last > car the Brotherhood of 
Railroad 'rraininen have distributed among widows, orphans, and their disabled 
members 

if . You fonnil, however, that your interests could bo best served by organization 
of that kind as regards the wages paid and hours of labor, and so on ?— A. The wages 
and hours of labor were an after consideration. The manner in which the organiza- 
tion proceeds to take up those questions pertaining to rules, hours of labor, and 
lates of pay can best be given by reading that part of its constitution, which goes 
to show that we have no agitators, or no one going over the country hunting trouble; 
that if any grievances arise they spring from the individual members. Rule No, 5 
of the general rules of the constitution of the brothorheod reads: 

“consideration ok ORIKVANCKS. 

“No. 5. Any member considering that he has been unjustly dealt with by his 
employer, or that he is otherwise aggrieved, shall make a statement of the grievance 
in writing, securing the signature thereto of a majority of the members of the lodge 
employed’ on that division, and present the same at a meeting of the lodge. The 
lodge shall then determine, by a majority vote of the members iiresent, employees 
of the division, wluitherto sustain or reject the grievance. Should the grievance bo 
sustained the local grievance committee shall lay the matter before the train master, 
super inteudeiit, or other proper ollicer, and use every means to eifoct a satisfactory 
settlement and report their action and all things pertaining to the case to the lodge. 
If the result is not satisfactory it may be referred to the general grievance com- 
mittee for further .action.” 

By following out this manner of procedure it takes a grievance out of the hands 
of the man who is agrieved and pl.accs it in the hands of conservative men, men who 
are not in anywise interested, and who are more competent to decide whether there 
is a j list grievance or not. It then comes before the executive officers. Before enter- 
ing into a conflict the grievance has got. to be submitted in writing, in circular form, 
to the membership. They have to decide whether there is sulticient grievances ; or, 
in other words, whether they can enter into a conflict. Then it must pass the 
approval of the grand master, or his duly accredited representative. In 16 years 
and 7 months the Brotherhood of Railroad Trainmen have been engaged in 2 
conflicts; in other words, in 2 strikes. I believe this will go to show that the 
organization is conservative, .and that its policy is largely one of conciliation and 
arbitration. I might state that these 2 conflicts were settled by committees of 
arbitration. 

Q. What years were these?— A. I think one, the first, was in 1892; the second was 
in 1894. 

Q. Neither settled under the new bill passed by Congress a couple of years ago in 
your behalf?— A. No, sir. 

Q. That was a bill particularly pushed for your organization, was it not?— A. Yes. 

Q. The arbitration bill?— A. Yes. 

16a 53 
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Q. I remember your organization appearing before us by yonr representatives. — 
A. Yes. 

Q. Ami it was considereil a very good bill?— A. Yes. 

(J. I tbink your representative stated that in case that bill became a law strikes 
wtnild bo reduced to a minimum, and there would be practically none of them at 
all.— A. I think it has had some effect in reducing the number of strikes. 

Q. You may state, then, lieforo you go further, the number of railroad employees 
that are included in your organization. — A. The membership of the Brotherhood at 
the present time will number over 38,000. 

Q. And the kinds of employees? — A. They are principally switchmen, brakemen, 
and conductors. 

Q. There is a separate organization then for firemen and engineers?— A. Yes, and 
there is a separate organization for conductors also, but we have quite a number in 
our organization who have been promoted from the position of brakemau to con- 
diictorship and still maintain membership in their Brotherhood. 

Q. Do you affiliate with the brotherhood of Locomotive Firemen and Engineers 
in any way?— A. Yes; we do. We are closely associated with them. In fact, not 
only with the organizations of railroad emiiloyees, but I believe we are closely asso- 
ciated with all labor organizations. 

Q. Exactly ; but in a little different sense you are associated with those you speak 
of? — A. Yes; our interesis are so close that it brings it closer together than it would 
other organizations; the relations ai'e different. On .January 14, 1900, I organized a 
lodge of the Brotherhood of Railroad Trainmen .at Shamokiii, Pa. 

Q. (By Senator Kylk.) They have never had an organization of that kind there 
before?— A. No, sir. 

Q. But you have organizations of your order along the line of the Reading road, 
have you?— A. Yes, sir. 

Q. (By Mr. Ratchfoud.) Before you pass from the general explanation as to tlu^ 
purposes of yonr organization 1 should like to ask a question or two. You spoke 
of $()7.5,0(X) being distributed among the membership last year?— A. Yes. 

Q. I should like to nndeist.and how this money is raised and what is the purpose 
in distributing it ?— \. 'I’be manner in which the money is raised is as an assessment 
on the membership levied fiom time to time. 

Q. A voluntary assessment?— A. Yes, air. It is a condition of membership. It is 
levied for each month. This falls into a fund known as the heneliciary fund, from 
wliich wo pay all claims fhat arise in that department, sncli as death and disahilit.'s 
from whatever cause; it may lie incurahle consumption, locomotor ataxia which 
railro.ad men are freaiucntly afflicted with, or an injury in their emiiloymeiit which 
iiKuipacitates them to cam a livelihood. 

Q. Is there any out-of-work l)euelit?--A. The suhordinafe lodges regulate that; 
tliat is within the provima* of the subordinate lodge. 

Q. Well, now, this fund is what is known to yonr organization as the insnr.ance 
fund, is it?— A, Yes. 

Q. Have the railroad companies insurance funds also, of their own making?— A. 
No, not generally ; it is confined to a few. The principal roads that I know of are 
the Chicago, Burlington and t^uiney ; the Baltimore and Ohio; Penusylvaiiia; and, I 
understand, the Southern Pacific, are going to inaugurate the insurance features tliis 
year, sometime early in this year. Those are about the only large systems th.at I 
can recalT at the present time. 

Q. Well, is this insurance, known as the company’s plan of insurant!, generally 
agreeable to the railway employees?— A. 1 believe yon mean the so-called voluntary 
reliefs of the railroad companies? 

(^, No; I do not mean that, I mean the insurance fhat is gotten up by the 
company and managed by tbe company. They may call it voluntary, but we have 
testimony before this commission, 1 believe, showing that it is the reverse of vol- 
untary.— A. I met last year upward of l.b,000 railroad men who are connected 
wifh oiir organization and other organizations in the train service, and 1 ha\ e failed 
to find a single one that has approved of the plan or working of the railway insur- 
ance associations. 

Q. (By Senator Kyle.) Will you explain to the commission the methods of the 
railway companies.— A. In employing men they must pass a doctor’s examination, 
and after they are given employment they are placed upon the rolls of the relief asso- 
ciation, Thev have no jurisdiction over that part of the matter. I might say they 
have no jiirisdictioii is discontinuing their jiayments. As long as they remain in the 
service of the company they have got to keep on paying these assessments. 

Q. You mean a certain amount is extracted from their salaries?— A. Yes. 

Q. (By Representative Ot.tkn.) In other words, it is not a voluntary payment i-™ 
A. The men do not so consider it. 

Q. ^By Mr. Katchfoui>.) Employment as a railroad brakeman is conditioned np(m 
membership in that association, is it not? — A. Yes; tb&ti is my understanding of the 
manner in which they work. 
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Q. Has that Bystem the effect of exempting railway companies from liability in 
case of accident or death t«> the employee? — A. Yes; and the mimerouB decisions 
which have been rendered by the courts throughout the country are the best 
evidence of that. J believe they can be found in Mr. Carroll D. Wright’s bulletin 
from time to time. 

Q. (By Senator Kylk.) The employees do not sign an agreement, do they, when 
they become employees of the company that they will accept this insurance in lieu 
of all other claims against the companies for injuries?— A. Yes; I think, if my 
memory serves me right, that is one of the conditions. 

Q. (By Mr. Kennedy.) Is there such a voluntary relief association on the Reading 
system?— A. I believe there is. 

Q. You do not know?— A. I am not positive of that, but I am inclined to believe 
there is a voluntary relief association there. 

(),. (By Mr. Ratciifoud.) The (luestion w'as with reference to employees waiving 
their claims for liability in case of accident or death, and the ([uestion leading up 
to that was whether or not they sign a paper in becoming members of this so-called 
insurance, waiving such claims.--A. Yes; I consider that hy them joining the relief 
association they waive all right to recover for personal injuries or otherwise. 

Q. Can you piesent this commission now, or at your convenience, a paper such as 
is presented to an employee asking him to waive such claims, by any railway com- 
pany?— .\. I believe 1 can; yes. 

Q. AVe will be glad to have it.— A. I will try to furnish you that paper. 

By Mr. Kennedy. I suggest you go into the Re.ading trouble now. 

(J| (By Senator Kyle.) Yes, jiroceed. You spoke about having organized on Jan- 
uary 14. — A. January 14 of the piesent year I organized a lodge at Shamokin, Pa., and 
on my arrival in Shamokin I found (juite a number of tln^ proposed applicants had 
been discharged on account of th(dr being about to become members of the organi- 
zation. 1 might state that some ofthe.se men belonged to the Brotherhood in a city 
distant fiom .Shamokin. Their membership was never known by the otticials. It 
was discovered that some of these men were the prime movers in instituting this 
lodge. A few days before my arrival they were dismissed from the service of the 
l’hilndel])hia and Reading. 

(). Will you jdease state to the commission the nearest city to Shamokin where 
there is a lodge of this order?— A. The nearest is .Sunbury. 

Q. Ilow far away?— A. About 12 miles. 

tj. On the same railway division?— A. Yes. 

(^. .So the same railway oflicers are in charge of the omployoos both at Shamokin 
and Sunbur\ f—A. 1 believe so, unless it would be a divisional ])oiiit. 

Q. Well, do these men object to the men joining their order at Sunbury ?— A. Well, 
I <lo not know of any objections prior to the 14tli of .Januar\, hut 1 presume the 
reason why there was not any di.soijdino or dismis-sal from the coinjiany sooner was 
the fact that they did not know that these men belonged to the Brotherhood, and 
they ((Uiotly Avent up to Sunbury and became inemlx'rs of the in.stitntion. 

Q. Now, the lodge at Sunbury— Avhere is the next lodge along the railway?— A. 
The next is Williamsport. 

Q. How far is that away? — X. 1 believe about 45 miles from Sunbury ; 55 or 60 
miles from Shamokin. 

In the same division still, is it? — A. That is the temiiiius of the Philadelphia 
and Reading, I believe. 

Q. Now, state how many lodges there are along the route of the Reading road?— 
A. I presume there are about 15—12 or 15. 

Q. And how long is it since the first one was established?— A. The first lodge was 
established, I believe I can safidy say, in 1885 or 1886. 

Q. So that the lodges have been established practically 15 years along that road ? — 
A. Yes. 

Q. And the officers in charge of the road have been practically the same oflicers, 
have they, for a number of years?— A. I believe their general* officers have been 
about the same; but there have been quite a number of ekanges among the division 
officers. 

<). Well, have you had complaints heretofore that men were discharged because 
of their affiliation with one of these orders?— A. Yes; we have had quite a number 
of such complaints for the past 10 years. 

Q. So that you have reason to believe in your own mind that these men were dis- 
charged prior to your going to Shamokin because thev contemplated organizing a 
lodge there?— A. Yes. 

(i. Now, if you will, state to the commission your reasons for so believing. Of 
course, we want to ^et at the facts here.— A. My reason for believing this is that 
the men who were discharged called upon their division officers— trainmasters, yard- 
masters, and superintendents— and asked them to assign a cause for their dismissal* 
These officers declined to talk. They simply said to the men, “ We haven’t any- 
thing to say to you at all, You are discharg^^ and that is all there is to it. We 
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Q. I remenil)er your organization appearing before ns by your representatives.— 
A. Yes. 

Q. And it was oonsiderefl a very good bill?— A. Yes. 

Q. I think your representative stated that in case that bill became a law strikes 
Would be reduced to a minimnin, and there would be practically none of them at 
all.— A. I think it has had some olfect in reducing the number of strikes. 

Q. You may state, then, before you go further, the number of railroad employees 
that are included in your organization. — A. The membership ol the Jirotherhood at 
the present time will number over 38,000. 

Q. And the kinds of employees?— A. They are principally switchmen, brakemen, 
and conductors. _ . . v 

Q. There is a separate organization then for firemen and engineers?— A. Yes, and 
there is a separate organization for conductors also, but \ye have quite a number in 
our organization who have been promoted from the position of brakeman to con- 
dnctorship and still maintain membership in their Hrotherhood. 

Q. Do you afiiliate with the ilrotherhood of Locomotive Firemen and Engineers 
iiiany way?— A. Yes; we do. Wo are closely associated with them. In tact, not 
only with "the organizations of railroad emjdoyees, but 1 believe we are closely asso- 
ciated with all labor organizations. 

Q. Exactly ; but in a little ditfercnt sense you are associated with those you speak 
of?— A. Yes ; our intiTCsis are so close that it brings it closer together than it would 
other organizations; the relations afe <litferont. On January 14, 1900, 1 organized a 
lodge of the Brotherhood of Railroad Trainmen at Shamokiii, Pa. 

Q. (By Senator Kylk.) They have never had an organization of that kind there 
before? — A. No, sir. 

Q. But you have organizations of your order along the line of the Reading road, 
have you?— A. Yes, sir. 

Q. (By Mr. Ra'I'chfoki).) Before you pass from the general explanation as to the 
purposes of } our organization I should like to ask atiuestionor two. You spokt^ 
of $67.5,000 being distributed among the membershi)) last year?— A. Yes, 

Q. I should like to uiidei stand how this money is raised and what is the purpose 
ill distributing it?— \. The manner in whieh the money is raised is as an assessment 
on the membership levied fiom time to time. 

Q. A voluntary assessment?— A. Yes, sir. It is a condition of membership. It is 
levied for each iiionth. This falls into a fund known as the benelieiary fund, from 
which we pay all claims that arise in that department, siieh as death and disahilit,^ 
from whatever cause; it may lie incurable consumption, locomotor ataxia which 
"ailroad men are fre<(uently alllicted with, or an injury in their employment which 
inca])a( itate8 tlumi to cam a livelihood. 

Q. Is there any out-of-work benefit?— A. The subordinate lodges regulate that; 
that is within the province of the siihordiiiato lodge. 

Q. Well, now, this fund is what is known to your organization as the insurance 
fund, is it?— A. Yes, 

Q, Have the railroad conqiauies insurance funds also, of their own making? — A. 
No, not generally; it is confined to a fe\v. The principal roads that I know of are 
the Chicago, Burlington and q>uincy; the Baltimore and Ohio; Pennsylvania; and, I 
understand, the Southern Paeiiie are going to inaugurate thcinsurauce features this 
year, sometime early in this year. Those are about the only large systems that I 
can rccalT at the present time. 

Q. Well, is this insurance, known as the company’s plan of insurance, generally 
agreeable to the railway employees?— A. I believe you mean the sc-calletl voluntary 
reliefs of the railroad companies? 

Q. No; I do not mean that. I mean the insurance that is gotten np by the 
company and managed by the company. They may call it voluntary, but we have 
testimony before this commission, 1 believe, showing that it is the reverse of vol- 
untary.— A. I met last year upward of 15,000 railroad men who are couuectoJ 
with our organization and other organizations in the train service, and J have failed 
to find a single one that has approved of the plan or working of the railway insur- 
ance associations. 

Q. (By Senator Kyle.) Will you explain to the commission the methods of the 
railway companies.— A. In employing men they must pass a doctor’s examination, 
and after they are given employment they are placed upon the rolls of the relief asso- 
ciation. They have no jurisdiction over that part of the matter. I might say they 
have no jurisdiction is discontinuing their payments. As long as they remain in the 
service of the company they have got to keep on paying these assessments. 

Q. You mean a certain amount is extracted from their salaries?— A. Yes. 

Q. (By Representative Ot.ien.) In other words, it is not a voluntary payment i - 
A. The men do not so consider it. 

Q. ^By Mr. Ratciifoiid.; Employment as a railroad brakeman is conditioned up"ii 
membership in that association, is it not? — A. Yes; that is my understanding of the 
manner in which they work. 
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Q. Has that system the effect of exempting railway companies from liability in 
case of accident or death to the employee f— A. Yes; and the numerous decisions 
which have been rendered by the courts throughout the country are the best 
evidence of that. I believe they can be found in Mr. Carroll I). VVriglit’s bulletin 
from time to time. 

Q. (By Senator Kylk.) The employees do not sign an agreement, do they, when 
they become emj)loyee8 of the company that they will accept this insurance in lieu 
of all other claims against the companies for injuries?— A. Yes; I think, if my 
memory serves me right, that is one of the conditions. 

Q. (By Mr. Kknnedy.) Is there such a voluntary relief association on the lieading 
system ?— A. I believe there is. 

Q. You do not know?— A. I am not positive of that, but I am inclined to believe 
there is a voluntary relief association there. 

Q. (By Mr. Uatciiford.) The (luestion was with reference to employees waiving 
their claims for liability in case of accident or death, and the (luestiou loading up 
to that was whether or not they sign a paper in becoming nn‘ml)er8 of this so-called 
insurance, Avaiviiig such claims.— A. Yes; 1 consider that by them joining the relief 
association they waive all right to recover for personal injuries or otherwise. 

Q. Can yon pieseut this commission now, or at your convenience, a paper such as 
is presented to an employee asking him to waive such claims, by any railway com- 
pany? — A. I believe 1 can ; yes. 

i}. Wi'i will bo glad to have it. — A. I will try to furnish yon that paper. 

jiy Mr. Kennedy. I suggest you go into the Re.-iding trouble now, 

Q (By Senator Kyle.) Yes, proceed. You spoke about having organized on .Ian- 
nary 11.— A. .January 1 1 of the i)ie8ent year I organized a lodge at Shamokin, Pa., and 
on my arrival in Shamokin I found <|uite a number of the proposed ajiplicants had 
been discharged on account of their being about to become members of the organi- 
zation. I might state that some of these men belonged to the Brotberhoml in a city 
distant fiom Shamokin. Their membership was never known by the oflicials. It 
was discovered that some of these men were the prime movers in instituting this 
lodge. A few days before my arrival they were dismissed from the service of the 
Philadelphia and Reading. 

Will >on please state to the commission the nearest city to Shamokin where 
there is a lodge of this order?— A. The nearest is Snnbury. 

Q. How' far away?— A. About 12 miles. 

C^. On the same railway division? — A. Yes. 

Q. So the same railway officers are in charge of the employees both at Shamokin 
and Snnl)nv,\ ?— A. I believe so, unless it w'onld be a divisioniil jioint. 

Q. Well, do these men object to the men joining tbeir onler at Siinbnry t — A. Well, 

I do not know ot any objections ])rior to the 14tli of .Janimry, but 1 presume the 
reason wh> there was not any iliscipline or dismissal from the com]>any sooner was 
the fact that they did not know that these men belonged to the Brotherhood, and 
they ({uietly went up to Snnbury and became members of tlie institution. 

Q. Now, the lodge at Snnbury — where is the next lodge along the railway?— A. 
The next is Williamsport. 

Q. How far is that away? — A. I believe about 15 miles from Sunbnry ; 55 or 60 
miles from Shamokin. 

In the same division still, is it?— A. That is the tenninns of the Philadelphia 
and Re.ading, I believe. 

Q. Now, state how many lodges there are along the route of tlie Reading road? — 
A. I presume there are about 15—12 or 15. 

Q. And bow long is it since the lirst one was established?— A. The first lodge was 
established, I believe I can safely say, in 18S5 or 1886. 

Q, So that the lodges have been establisliojl ])ractically 15 years along that road?— 
A. Yes. 

C^. And the officers in charge of the road have been practically the same officers, 
have they, for a number of years?— A. I believe their general' officers have been 
aliout the same; but there have been quite a number of changes among the division 
officers. 

^^'ell, have you had complaints heretofore that men were discharged because 
of their affiliation with one of these orders ?~A. Yes; we have had quite a number 
of such complaints for the past 10 years. 

Q. So that you have reason to believe in your own mind that these men were dis- 
charged prior to your going fo Shamokin because they contemplated organizing a 
lodge there?— A. Yes. 

i). Now, if you will, state to the commission your reasons for so believing. Of 
course, we want to get at the facts here.— A. My reason for believing this is that 
the men who were discharged called upon their division officers— traiujuasters, yard- 
masters, and superintendents— and asked them to assign a cause for their dismissal. 
These officers declined to talk. They simply 8.iid to the men, “ NVo haven’t any- 
thing to say to you at all. You are discharge, and that is all there is to It. We do 
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not wish to assign any reasons or talk with you on the matter at all/' When I found 
that such was tho case— that the luen wore disoharj^ed for boJon,i,diig to the Urothor. 
hood— I felt that we w'ore in no position to protect them. 

Q. Did tho officers state these men were discharged l)ocauso they were coiitenipJat- 
ing joining the lodgof— A. I will tell you just exactly what Jias Iteen done at each 
place, and the facts as 1 know them at Shainokin. There was no reason assigned 
further than “We do not want you in the service of the company." 

Q. (By Representative Otjen.) How many were discharged?— A. There wens 
about 8, I believe — 6 or 8. 

Q. They had been members of the order before? — A. Yes. There were only 2 that 
w'ere not members of tlie organization. There were about i members of the organ- 
ization at tho time they were dismissed; but all were proposed members of this new 
lodge. 

Q. Do you have any organization there? — A. Yes. 

Q. Is it in existence to-day?— A. Yes. 

Q. Are members of it working on the Reading system? — A. No, sir. There may 
boa few under cover — older memberships in secrecy. When 1 I'ouud out that the 
officers of tho Philadelphia and Reading were objecting to tho organization of a 
lodge there, I felt a reluctance about proceeding to organize thcni, as 1 knew tho 
men would lose their employment. 

Q. (By Senator Kyle.) Yon say “when you found it out." How did you lind it 
out? — A. I found out through the men. They told mo they had called upon the 
division officers and asked for tho cause of their dismissal. They would not assign 
any reason at all. They told them that their service was not any longer needed. 

Q. And it is simply an inference on your ])art, is it?— A. Yes; and tho attitude of 
the Philadelphia and Reading in the ])a8t le<l me to believe that it was on account 
of their inemb<‘rship in the Brotherhood of Railroad Trainmen. 

Q. Now, you are getting at what led you to believe that fact. Their relations in 
tho past, you say? — A. The orders which they issued some 8, 10, or 12 ,\earH ago, 
when they made it a condition of employmont that no man should belong to a labor 
organizatiou. And while the road was in tho hands of a recei\ er, under Jud^e Pax- 
son, our organization went into court to establi.sh the right of belonging to our 
Brotherhood and at the same time working for tln^ receivers of that company. When 
I found that they wore objecting to our organization being instituted along their 
8) stem, and that wo were in no position to protect the men whim they became mem- 
bers of our organization. I thought the best thing to do for themselves and their 
families was not to organize a lodgi* of tho Brotherhood in Shamokin, and I so advised 
them. But aftor earnest soliciting on thoir pari, and when they showed a determi- 
nation to go ahead with the organization regardless of tho officials of the Philadel- 
phia and Reading, I could not deny them tho right to become members of tho 
organization. On Fobruary 8 I received a ti legram from tho grand master advising 
me to go to Philadelphia and counsel with our momhers in that city employed on the 
Philadelphia and Reading Railroad. On my arrival there I fouiul that about HU of 
those men had prepared to inaugurate a strike independent of any organization, 
simply on their own account. 1 eounseled with those men and advised them that it 
would not he the projxT thing to do; showed them wherein it might be injurious lo 
them, as well as to tho interests <d’ tho Philadelphia and Reading, and that there 
would i»robably bo another way in which wo could get around this and secure jus- 
tice for them. They finally consented to remain at work, those that wore working, 
and those that were dismissed wo would try to secure (‘inployment for tluun by some 
other means. I believe there were upwards of 10 discharged. One of tho gentlemen 
is here at present. 

Q. (By Representative Ot.jkn.) At Philadelphia?— A. Yes; one or two of the gen- 
tlemen are present. But those 10 men that were discharged produced letters show- 
ing that for faithfulness and diligence in tlie discharge of their duty they were 
complimenttMl v ery highly by tho yardmaster, trainmaster, and superintendent. In 
fact, these men tliat were discharged were the very best men, in my judgment, 
employed on the Philadelphia and Reading Railroad. We took particular pains to 
ascertain whether they hud been guilty of destroying any property, or whether they 
were intemperate or incompetent, and we found in every case that the men were thor- 
oughly competent, sober, and industrious men, had first-class records as employees. 
Some of those men had the matter up personally with the general superintendent, 
and the general superintendent said to them very plainly that they were discharged 
on account of affiliating with the Brotherhood of liailroad Trainmen. 

Q. (By Senator Kyle.) This discharge took place when?— A. Along about the Ist 
of February. 

Q. Reverting to the Shamokin affair, now. Did the discharge take place there 
before the lodge was organized, or after? — A. .Just before; a few days before. 

Q. Just before?— A. Yes. 

Q. Well, now, what reasons can you give the commission, if any, why the Phila- 
delphia and Reading would oppose the organizatiou of a lodge at Shamokin, even to 
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fc of discharging its employees, and at the same time permit a fodge 
sxist in other cities along its linos!— A. If I have left the impression tl 


or 

that 


the extent 

lodges to exist in other cities along — - , i • • 

these lodges exist along the line of the Philadelphia and Reading, composed princi- 
pally of Reading men, it is wrong. These lodges that exist along the lines of the 
Philadelphia and Reading Railroad are composed principally of Pennsylvania Rail- 
road men, with a few Phnadolphia and Reading men in every lodge. 

Q. (By Mr. Kennki>y.) At junction points on the system! — A. Yes. 

Q (By Senator Kylk.) And the members employed by the Reading are under 
cover, you think, mostly ?-A. Yes; there is a gentleman here from Rea-ding who 
could testify before this commission and show that they do meet in baylotts, eollars, 
and dark rooms, one place and another, in order to escape the sleuths ot the 1 hila- 
delphia and Reading Railroad. , „ ^ i 

Q. (By Mr. Ratc’IIF()R 1>.) Have the Philadelphia and Reading omcials cooperated 
at any time with your organization or had business \yith it? A. It never had any 
occasion to meet or do business with our organization. We have never had any 
difficulty. I might say, talking mure plainly, that the organization has ne\Hir had 
any grievance prt^sented to it by the men employed on the Philadelphia and heading 
Railroad. 

Q. (By Rei)resentative Ot.jkn.) Until the present one?— A. Yes. 

Q. (By Mr. Ratchfoud.) Yon say that your organization never had any grievance 
presented to it until the present one by tlie men employed on the Philadelphia and 
Reading Railroad. Was that because of the good treatirnuit accoided the men by 
the c,om]>auy, or because there was no organization there — little or no organization 
among > oiif men ?— A. W<dl, it is dm^ largely to the fact that there is no organization 
there,'^anvl the com]iany has the men undiu' complete submission. 

(^. (By Mr. Kf,nnkl>y.) You nuain they hav<> had no grievance since the receiyer- 
shi]) of the company. You said, 1 believis they had trouble then? A. At the time 

of the receivership;' that was a matter taken into court. , , ^ ,, 

Q, (liy Senator Kylk.) But you found out at the time that you had this trouble 
in the court that the company was o])po8ed, and bitterly opposed, to the organiza- 
tion of lodges along their road?— A. Yes; and the records of the court will bear that 
statement out. , , 

Q. And they made a btatemeiit hereabout the 1st ot February, at the time the men 
were discharg^al, that you wore speaking about, that they were still opposed to the 
organization of lodges' and that these men were discharged because of their connec- 
tion with these lodgesf—A. Yes. 

IJ. (By Mr. Kknnfi>y,) Do yon know whether Judge Paxsou is in any way con- 
nected with the management of the Idiiladelphia and Reading at this time? A. His 
name do<‘s not appear on ilie official list as given in the Official Unide. As to his 
being in any rvise connected with it, 1 can not say. Ho might possibly be a director 

or co^unsellor, or advisor of some descriiition. , . 

I might say, in concluding, that these men are not only pleading for their liberties 
ami rights to belong to organizations so long as they come within the bounds of the 
laws of the land, but tlu'y are also making their plea for their rit^ht to work. I 
have received letters from a great number of these men since they have lost their 
employment on thePhiladeljihiaand Reading Railroad, and all of these letters show 
that wherever they go they are asked the question : Where did you work last, and what 
wore you dismissed for? And when they make their statement that they were dis- 
charged for nothing, apparently nothing, so far as they know, other than to belong 
to a labor organization, the officials refuse to permit them to go to work until they 
refer back to the road from whence they came. After it is discovered that the offi- 
cials of the Philadelphia and Reading Railroad disapproved of their working any- 
w'here else, they are told that they are not needed. Some of these men have traveled 
since last January from 3,000 to 6,000 miles trying to find work. 

Q. Do you mean to say they are placed on the blacklist, so to speak? — A. Yes. 

Q. By all the railroads of the LJnited States?— A. No. The rule of railroads is 
this in employing men : To make them give reference. Now, we do not wish to leave 
tlio im]»res8io'n here that all railroad officials aie opposed to our organization, and 
^^ould bo guilty of blacklisting a man because ho asserted his rights “to belong to an 
organization that was for his protection. A great many of the officials, regardless 
of what kind of recommendation conies back from the Philadelphia and Reading, 
or any other road, if the man were a sober and industrious man, would be pretty 
apt to yive him employment, but unfortunately for these men they have been trav- 
eling right along certain lines that adhere strictly to this rule— that the man must 
have a clear record before he can be employed on their lines. Some ot these men 
have been injured in the service of the Philadelphia and Reading. Some of them 
have lost a hand, and some have lost a foot. Some have impaired their health on 
account of long hours and all kinds of weather. They have, as I said before, in 
their possession letters and statements showing that their service has always been 
satisfactory. In fact, they are the very best employoos— the very best in their 
service. 
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Q. Notv-, when these men were discharged, the last men you mentioned, it was 
said to them that they were discharged because they were members of the Railroad 
Trainmen’s Association A. Yes. 

Q. And for no other reason f— A. That is apparent, yes. 

Q. (By Senator Kylk.) You said a moment ago that these Philadelphia men were 
told they were discharged by the railroad because of their connection with your 
organization, or with your lodgesf— A. Well, yes. They have told me at Philadel- 
phia that they were discharged on account of their membership in the Brotherhood 
of Railroad 'rrainmen. 

Q. I understood you to say they were told by the railroad officials that they were 
discharged for that reason f— A. That is correct. 

Q. Simply because of their connection with the organization? — A. Yes, sir. 

Q. (By Representative Otjen.) Are these men here? — A. One of them is here. 

Q. (By Senator Kylk.I And the railroad failed to give a cortiticato ns to character 
as regards faithfulness and anything else!— A. Some of them have them in their 
possession. 

Q. They have got to jirodnce some sort of a certificate from former employers 
before they can get employment on some other railroad?— A. Yes; bin this is an 
exchange through officials. The man must immediately have a recommendation in 
his pocket, but it is worthless with a great many corporations. It must pass back 
and forth through the officials — the official of one railroad in communication with 
another. 

Q. (By Mr. RATCiiFOitn.) Have you not a law in the State of Pennsylvania which 
in substance provides that workingmen shall not be discriminated against by the 
employer for their connection with a labor union?— A. That law has been declared 
unconstitutional by Judge Guuster, 1 believe. 

Q. How recently has it been declared unconstitutional? Do you remember?— A. 
Last September or October. 

Q. (By Mr. Kennedy.) An appeal is pending now?— A. Yes; there was an appeal 
taken. I believe it is pending. 1 do not know just the status of the appeal. 

1 would like to read, in answer to Mr. Ratchford’s (piestion about these voluntary 
relief associations [reading] : 

“And, in consideration of the contribution to be made to the relief fund of the 
said association by the Philadelphia and Reading Railroad Company, and its suc- 
cessors, and of the agreement of the several associated companies in respect of any 
deficit in the relief fund for benefits in their respective employees, I hereby agree 
that the acceptance of benelits from the said relief fund, or from said association for 
injury or death, shall operate as a release of all claims or damages against said com- 
pany, my employer, and against any of said associated companies by which I may 
hereafter be employed, arising from such injury or death, which could be made by 
or through me, ana that I or my legal representative will execute or, whi^re neces- 
sary, procure to be executed such further instrument as may be necessary formally 
to evidence such acquittance.” 

Q. (By Mr. Ratohfokd.) What is that you are reading? Is it an agreement or is 
it rules ?— A. These are the rules covering the Philadelphia and Reading Relief 
Association. 

Q. As promulgated by the officials of the railroad?— A. Yes. 

Q . The practice of the employ6e.H of the road is to sign them in accepting employ- 
meut? — A. Yes. It is virtually a condition of employment, just as an applicant is 
required to go before their doctors and pass an examination before ho can be 
employed. A great many of these companies to-day have the latter rule in force. 
If a man's measurements and weight aiul height do not all correspond, and if he be 
not sound in limb, he can not get employment. 

Q. (By Representative Ot.jkn.) Are you sure that these employees are obliged to 
accept these benefits unless they want to?— A. My understanding is that they will 
have to accept benefits or leave the service of the company. 

Q. That is, on these roads that have these associations, practically all the men 
belong to the association f— A . Yes. 

Q. Is it understood among railroad men that they will not have a good standing 
in their employment if they do notjoin these so-called voluntary relief associations?— 
A. Well, 1 am at aToss to know how to answer that question, because you will find 
so very few who do not belong to the relief association that it would be hard to 
determine that question. 

Q. (By Senator Kyle.) I understood you to state a moment ago that they could 
not become employees at all unless they were examined and became members of this 
de)iartment?— A. Yes; that is correct. 

Well, you can proceed now to make out your cause of complaint. We have 
got so far as the Philadelphia matter, where 10 men were discharged; having passed 
the Shamokin matter where 8 men were discharged, I believe, making 18 m all. — 
A. We received statements from quite a number of the members of our organization 
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asking ur to in some way give them relief, and wo knew that it was impossible to 
appro.icli the officers of that company, asking for the rights of the men to belong to 
organizations, and, inasmuch as there was created by ('ongiess an Industrial Com- 
mission to inquire into industrial matters, we concluded that the best thing to do 
was to bring it before this commission. 

Q. You mean to say by that that you made no attempt whatever to reach the rail- 
road officials in regard to this matter? — A. No, sir. Wo never tried to reach them 
as an organization. The men did. We advised the men to call on their division offi- 
cers, and general officojs, if necessary and if they could do so, aud ask for a hearing 
of tlieir case, and for the cause of their dismissal. 

So your reason, then, for a]>pearing before the commission here, or desiring to 
appciar, is because 18 of your men have been discharged Avithout just cause, as you 
tliink?— A. Yes. 

Q. And for the cause that you have interpietc<l— that they are members of the 
several lodges along your line? — A. Yes, and that we believe that relief should be 
atforded these men in some way or other l»y the provision of a law or enactment of a 
law. 

Q. Canyon state of your own knowledge tliat the railway officials would have 
received you and discussed these inatt(‘rs as an oigani/ation? I'hcy might possibly 
refuse to treat with these men individually, or a ceiiimittee locally of the men, but 
are you sure they would retuse to receive you and 2 or 8 of your associates?— -A. 
Yes. Their attitude to organization in the past leatls me to believe that they 
positively would nor. ])ermit me to approach them as an officer of an organization or 
otherAviso as an individual. 

How many such railroads are there in the United States that refuse to <lo 
that? — A. Only one— that is the Philadelphia and I eadie 

And you never asked them to treat with you?— A. My predecessors, Mr. Wilki- 
son, and, 1 believe, though 1 am not ([iiite posune, Mr, Aloi iissio, , )n>w gianu master 
of the Brotherhood of Hailroad Trainmen, tned lo appioach the president aud super- 
intendent of one or tAvo companies, and found they could not do so. 

0. Who is the iiresidmit ol this company and the vice-presidents and general man- 
ager?--A. Well, 1 do not Know who is the piesidcnt now. I think Mr. vorhees Avas 
president at that time. 

And the suiierintendcnts you sjieak about t—A. 1 do not know their names. 

Q. And the general nianagi'r? — A. The general superintendent’s name is Mr. 
Swigard. 

Q. (Py Mr. Kennedy.) You stale as conclusive that if they would not give satis- 
faction to the individual members who have been discharged they would not tolerate 
interference on the part of leaders of the organization? A. I felt that when they 
refused to entertain a committee of tln^ ciupbnees, to listen to au honest complaint, 
it Avould not he of any bendit to the men for thi.s organization to make an appeal in 
their behalf. 1 Ix'liove that it Avas on the .5th or 0th of Pebruary that the committee 
appeared at the general suiierinteiident s office and asked liim if ho would not permit 
them to discuss the dismissal of themselves, and of 4 or .5 or 0 otlu'rs, and he stated 
that he did not want to have anything to do Avith it— this is what they told mo— that 
he Avonld not discuss any proposition with them; that he had discharged them, aud 
that stood. The chairman of the committee made the remark to him: “ We will 
strike at your freight service,” meaning that they Avould strike, or that they would 
try to establish a boycott on tlie Philailelphia and Reading. That had no effect on 
him whatever, lie simply refused to do any business Avith them and refused to dis- 
cuss the proposition with this committee, 

Q. (By Senator Kyle.) And yet, he keeps in his employ hoAv many members of 
organized labor, in your judgment?— A. Do you want to get them all discharged? 

Senator Kyle. No. You do not need to state their names, but in louiid numbers. — 
A. I might say that we have at the present time a very eonservative estimate— about 
2(X) men employed on the Bbiladelplna aud Reading Railroad, members of the Brother- 
hood of Railroad Trainmen. 

Q. (By Representative Ot.jen.) About how many employees are there on the Penn- 
sylvania and Reading?— A. I have* no way of knowing, but I should jinlge upward 
of about 8,500 v\ ho are eligible to our organizatien. 

(J. (By Mr, Kennedy.) Are the engineers on that system mi'mbers of the Brother- 
hood of Locomotive Kngineers?— A. I know some of them are. 

Q. Are the tiremou members of the Brotherhood of Fireman?— A. Some of them, 
yes. 

Q. Some conductors belong to the Conductors’ Brotherhood? — A. Yes. 

Q. Do you know whether the company is aware of that fact?— A. Well, I do not 
think it is. I do not think the officers know that the men belong to the respective 
organizations. 

Q. (By Senator Kyle.) There are 200, you think, in your Brotherhood of Train- 
men tnat are still employed by your company ; 18 men have been discharged, aud 8 
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of them you euppose were discharged because of their connection with your order?— 
A. Yes. 

Q. Teu of them, upon statements of the men themselves, were discharged because 
they were members of the order? — A. Yes. 

Q. Is it possible that these 10 men spoken of last could have been mistaken as 
to the cause of their dismissal?— A, No; I do not think they could be mistaken, for 
the reason that these ineu had been in the service from 3 to 0 years in the capacity 
of brakemen and conductors, and their work was always of the very highest char- 
acter; they had caused very little damage to property; tliey were always there 
when called upon to go out in any and all kinds of weather, and at any time during 
the day or night. Usually those are the kind of intm railroad corporations are look- 
ing for, and they would much rather keep a man of that kind in their employ than 
to take an inex])erienced man. There must have been some cause for discharging 
these men, and if it was for neglect of duty, or destruction of property, the otlicors 
would not hesitate to say so. Inasmuch as they refused to give tliem any consid- 
eration whatever other than to say, ‘‘We do not want you in our service,” it is very 
good evidence that there is some hidden motive, which they were afraid to make 
known. 

Q. (By Mr. Ratciiford.) Were those men that you speak of all discharged at 
about the same time, or were they discharged singly, one by one?— A. They wore 
all discharged within a few days oVeach other. Probably 10 days would cover the 
time at the very furthest. 

(Jt. Ten days would cover the discharge of the 18 members, would it?— A. Yes. 1 
might state that some men have been discharged that wo have no record of. There 
is Williamsport, and there have been quite a number of nnui discharged in Newbury- 
port wko have gone away and found employment somewhere else. 

Were those men members of your organization?— A. Yes. 

Q. Have you any knowledge of any discharges in which the discharged employee 
wjis not a member of your organization?— A. Not a single one. We have taken par- 
ticular pains to ascertain whether any man that was not a member of the, organiza- 
tion was discharged in the same mysterious manner tliat these men were discharge(l, 
and we can not cite any single instance or any singbi case. 

Q. (By Mr. Kennedy.) Is it customary in the railway service in giving dis- 
missals, with the immediate cause of necessary reductions in the force, to give letters 
of recommendation that will enable them to get service on another lino?— A. Gener- 
ally speaking, that is the rule. 

Q. Will a superintendent who has to discharge a man lu'cause of a necessary 
reduction in the force, that man being satisfactory in every way, refuse to give him 
such a letter if he asks for it?— A. No; he will not refuse to give a letter. Asa 
general proposition, the superintendent of his own accord sends a letter to the em- 
ployee at the time the reduction is mad<!, notifying him that on account of depres- 
sion in business hisaervice will not be any longer required. 

Q. Now, you say some of these men who have been discharged have such letters 
in their possession. Did they procure those letters ]»rior to their discharge or since ?— 
A. 1 believe some of them secured those letters prior to their dismi8.sal, and some 
received them after their dismissal. 

Q. (By Senator Kyle.) Now, I want to ask yon another question. Yon say the 
Pennsylvania system recognizes your order and treats with you as an order?— A. 
Yes; there can not bo any question about that. 'I’hey have been very generous to 
our organization. 

Q. So you have been in the habit of meeting the superintendents and managers, have 
you, on business matters relating to your employees?— A. Our orgauizatiou has 
quite fre({uently met with the general manager of the Pennsylvania Railroad. 

Q. Upon complaints of your men?— A. That is, on grievance matters that emanate 
from the employees. 

Q. And they have never refused to treat with you?— A. No; we have never found 
the disposition of the officials of the Pennsylvania to antagonize our organization. 

Q. And when men are discharged from the Pennsylvania Company, and yon thiuk 
unjustly, they will meet you and tell you why the men were discharged?— A. Yes; 
if it becomes necessary to meet with officers of our organization, I believe the offi- 
cers of the Pennsylvania Railway would do so, but I might state as a general rule 
the Pennsylvania Railroad officials settle these matters with their men directly. 

Q. I wanted to know what your custom was. In case a dispute arose between 
members of your order and the railway company, you do not think they would 
refuse to treat with you and to tell the reasons why they discharged 15 or 20 men?— 
A. Wo know they would not refuse to meet with us; at least, their attitude in the 
past leads me to believe they would not refuse to meet with us. 

Q. But your organization, then, has never met any of the members of the Read- 
ing road to consult with them as to whether they would recognize organized labor 
or not?— A. No; they have never given us an opportunity to explain the attitude 
of OUT organization to them, and f believe that if the officials of the Philadelphia 
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and Reading; had a hotter understanding of organized labor they would not oppose 
it so strongly. 

(j. 1 ashed these questions because 1 think their attitude is quite unusual, aud it 
occurred to me to ask you the questions to know whether you had exhausted every 
means at your command to ascertain whether they had absolutely and flatly refused 
to treat with your organization.— A. Well, we know that it is their policy in days 
gone by, and the same general superintendent is connected with the road, and the 
dismissal of these men and his refusal to meet with the committee leads us to believe 
that it is his policy. 

Q. Was it not true generally with a great many private industries 10 or 15 years 
ago tliat they refused to treat with organized labor, and that since that time organ- 
ized labor has become quite generally recognized throughout the country ?— A. Yes; 
that has been our experience. Even 5 years ago the Brotherhood of Railway Train- 
men did not stand as high with the railway managers as it does at the present time, 
because they misunderstood the objects of the organization and its intentions, but 
after they have become familiar with its manner of working they know that the 
organization is conservative; it counsels its members to be conservative and take 
into coiiKideration all things that indirectly interest the railroad properties, I 
might say, as the best evidence of this being true, that when depression struck this 
country some years ago, in 1893, the railroad men throughout the country and our 
organization submitted to reduction after reduction in wages for stated times 
until business revived and the railroad companies were in a imsition to resume pay- 
ing their riigular rates. There w(U‘e no strikes and no conflict. During the depres- 
sion wo were willing as an organization, we were willing as employees, to help the 
railroad management bear the burden. 

Is it the fact that where a man belongs to organized labor, is a member of a 
lodge in good standing, it is a guaranty that they are getting a good man when 
they employ him; that ho is known by his fellows in his lodge as being worthy of 
employment by the company ; he stands well socially; that be is an honest man? 
It IS sort of a guaranty that a man is a good man if he belongs to your organiza- 
tion. Is it iiot ])ossible if ji, committee of 3 or 4 of your national organization were 
to go to tlie president and general manager and vice-president of the Beading Com- 
pany you could settle this matter without bringing it to the attention of the com- 
mission? — A. Well, if we thought so we would not be here to-day. 

Q. Exactly; but you say you have not tried it, that is all.— A. Well, when their 
own employees can not a]iproaeh them, can not got an audience with the general 
superintemlent, I would like to know what hopes an outsider would have of approaidi • 
ing a higher ollicor of that company. 

C^. The approach is made by the members of the national order, aud it would bo a 
matter probably of greater importance to them t<; meet the national members of your 
order than it would be to meet 3 or 4 or 5 of the employees.— A. J am here to say to 
you, Mr. Chairman, that we will ne\er as ollicers of an organization approach the 
Phiiadelphia aud K<‘.ading oflicials, because, as 1 stated to you aud read extracts of 
our constitution, showing you whenever there is any grievance matter or an employee 
fuels that he is unjustly dealt with, those matters must be taken up by a committee 
of his fellows employed on the same division. 'I’hat Inis been done in this ease. 

(By Mr. Katchford.) But I understood you to say earlier in your testimony 
that Mr. Morrissey and one or more of your predecessors approached the company on 
another grievance, and were refused aud denied an interview?— A. Yes; themselves 
aud a committee of the employees. 1 would like to say that a committee of emjiloyees 
in this case had taken up the complaints of the men carefully; the officials refused 
to give them any ro<*ognition or any consideration, and I do not believe that they 
would consent to meet those who are entirely out of their service- -not employed by 
them 

Q, (By Senator Kyle.) Did these men say they were a committee representing 
organized labor or the Brotherhood of Railway Trainmen?— A. Yes, they did; they 
st ated they were members of the organization, appointed by the membership of the 
Brotherhood of their respective divisions. 

Q. (By Mr. Kennedy.) Has the Reading Railroad Company's opposition to organ- 
ized labor been so constant througb many years that you would not think of such a 
thing as going to them in the interest of the men? Is that one of the grounds on 
which you have declined to go to them, one of the reasons?- A. Yes ; that is one. I 
might state if they were oflicials that had not opposed the oreanization before we 
might do the same as we have done with a great many other officials — communicate 
with them and ascertain their attitude; but we know the general superintendent's 
attitude to organizations so well that we believe that it was not necessary to com- 
municate with him or any of the other officials. 

Q. (By Roproseuiative OT.JEN.) Did I nndeiBtandyoutosay that when there were 
complaints of any of your members, in order to have those complaints heard they 
must first secure the indorsement (»f one-half the membership on their division?— A. 
Yes; that is correct. 
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Q. And then it goes to the lodge, does it notf— A. Yes, 

Q. And has to bo approved by one-half the members of the lodge?— A. Yes. 

Q. And then it goes to the general officers of the association; is that correct? — A. 
No; it goes to the committee representing the employees on that division. 

Q. That is a committee of the membership?— A. A committee of the membership 
employed on that division. 

Q. What is the duty of that committee regarding that then?— A. The committee 
are given absolute power to make a settlement. They meet with the officials to 
explain the matter of working. If the committee finds that there has been an 
nnjust grievance placed in their hands, they have the power not to go any lurtlier 
in the investigating, or, in other words, to refer it ba(!k— make a report as to their 
finding. 

Q. But if they find that the complaint is well founded, what then?— A. Then they 
proceed to adjust it, meeting with the nroper officers of the railroad. 

Ill this case was any grievance peisented to a majority of the membership of 
the division?— A. At Philadelphia, yes. 

Q. At Philadelphia?— A. Yes; there was at Philadelphia. At Shamokin there was 
not, because I advised them not to. A coininitteo was appointed and the matter was 
taken up with the general superintendent. 

Q. Well, at Philadelphia did the grievance receive the majority ot the employees 
of the district— have the approval of the lodge and then go to this committee that 
you speak of? — A. Yes; it got as far as the committee. 

Q. And this committee, did they attempt to present the grievance to the railway 
officials?— A. Yes. 

Q. And were refused?— A. Yes; they were refused. 

(By Representative Bell.) That was the official committee?— A. Yes; riipre- 
seuting the Brotherhood— the Brotherhood men employed on that division. 

Q. It was not composed of the men that were discharged at all, but .just your offi- 
cial committee— standing committee? — A. No; they were not discharged. 

Q. (By Representative Otjen.) They were not discharged f— A. But they were dis- 
charged the next day. 

Q. How many?— A. Three. 

Q. Are they still out of the service of the company?— A. Yes; I have no knowledge 
of their going back. I might state that one of them was not discharged ; he resigned, 
knowing that he would be discharged, or feeling that he would he discharged. 

Q. (By Mr. Kknnei>y.) After the other tvNo had been discharged?— A. Before the 
other two had been discharged he resigned. 

Q. (By Senator Kyle.) And these tliree members of the committee were discharged, 
you think, because they took up the case of these discharged men and attempted to 
present the matter before the officials of the railroad?— A. Yes; that is niy opinion, 
and the opinion of all the railroad men in and around Philadelphia. 

Q. (By Representative Ot.ien.) Then, as a matter of fact, your organization did 
present this grievance, or did attempt to present this grievance, to the railroad offi- 
cials officially?— A. Not officially ; that is, so far as the general officers of the organ- 
ization are concerned. Locally they complied with the laws of the organization 
and presented it. 

Q. Is not this committee part of the organization— part of your official organiza- 
tion?— A. Yes; but I do not want to confuse the local committee with the officers of 
our organization. 

Q. That is, what you mean to say is, that the grievance was not preseuteil to the 
railroad by the general officers of the organization? — A. No; it was not. 

Q. (By Representative Livingston.) Was the committee authorized to do it by 
the general officers?— A. No. 

Q. Then it was not official?— A. Yes, it was. It was officially authorized by their 
lodge. 

Q. (By Mr. Ratchford.) They were authorized to do it under your laws— under 
your rules?— A. Yes. 

Q. (By Mr. Kknnkoy.; Is there any organization known as the Knights of Labor 
along your line— organization of railroad employees?— A. I do not know of a single 
railroad man that belongs to the Knights of l,i(i)>or to-day on any railroad in America. 

Q. There is no conflict, then, between the workingmen belonging to one organiza- 
tion and the other on this system? — A. No ; so far as our relations with organizations 
on the Philadelphia and Reading Railroad are concerned, they are of the very 
pleasantest kind 

Q. (By Mr. Ratchford.) AsyouwishtosuhstantiatejoiirclaimsinyourteHtimony, 
it might be taken from your testimony, I take it, that you have not presented direct 
proof of your claim. The most direct testimony might i>e summed up in this way: 
That it is the supposition, because of the general hostility of the railroad company 
toward your organization in the first place, and in the second place Ikh uusc the men 
who have been discharged have asked for the causes as to why their services were 
(liamissed; and the company has refused to give such causes. Now, upon those two 
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grounds it is the claim of your organization that such men were discharged because 
of their connection with a trade union; is that correct?— A. Yes. 

Q. (Hy Representative Bell.) Yoar statements awhile ago all show that every 
man (lischarged belonged to the organization also?— A. Yes; every man that has 
been dismissed has been a member of our organization. 

Q. Now, then, who have their places been filled by, union or nonunion men, as 
far as you know?— A. They ha\e been filled, so far as I know, by nonunion men; 
men who do not belong to the organi/.ation, and I know of it personally and had them 
pointed out to me at Shamokin, men who had taken the places of some of these 
men who have been dismissed— men that have not been in the railway service 1 
year; and from their general appearance I would judge they were not experienced 
railroad men. 

Q. There is no probability that any of these railroad men were discharged because 
business had fallen off or anything of that kind?— A. No. 

C^. Has there been a man engaged to take the place of every man who was dis- 
charged, so far as you know?— A. Yes. I might say, Mr. Chairman, as to the ques- 
tion that you asked me awhile ago, if there were any other railroads that refused to 
meet and treat with our organization, it has come to my mind that there was a gen- 
eral manager who refusetl to meet with our organization on the Pennsylvania lines 
west of Pittsburg— that is, with the otlicers of our organization. But it is not the 
policy of the Peunsylv.ania Railroad to refuse men a hearing. That same general 
nnmager who refused to meet the representatives of the organization spent several 
weeks in conferences with his men relative to pay anti rules to govern men in their 
employment; and 1 believe Mr. McCrea, wbo is the vice-president of the lines west 
of Pittsburg, has on several occasions, while general manager, met with the repre- 
Hcntativos of these organizations and transacted business with them. 

(Testimony closed.) 

Mr. ITkehneu, counsel for the Philatlelphia and Reading Railway Company, states 
that the commission has given this company full opportunity to he heard by wit- 
nesses on its behalf on the qiK'Stions laised by the testimony given before the com- 
mission at its sessions by the memlxu’s of the Brotherhood of Railroad Trainmen, 
bat that the company has no testimony to offer on the subject at this time. 

CUAS. llEEBNKR. 

Mai:ch !», 1900. 


Wasiiint.ton, D. C., j}fay IS, 1901. 

TESTIMONY OF MR. JAMES F. JACKSON, 

Of the MaiiHachiiseltH Stale Hoard of Railroad ('oinmissioners. 

The Commission mot at 10.52 a. m., Vice-Chairman Pliilliy^s presiding. At that 
time Mr. James I’. Jackson appeared as a witiu'ss, and being duly sworn, testified 
as follows: 

(i. (l’»y Mr. RiPi.KY.) Will you state your address, occupation, and other details 
respecting your business, please? — A. My name is James F. Jackson; my business 
address is 20 Beacon street, Boston, at theollico of the State Board of Railroad Com- 
mi8.sioncr8. 1 have a ]>rivate office in Fall River, where I reside. My private busi- 
ness is that of a lawyer, member of the firm of J.ackson, iSlade & Borden. 

Q. foil may proceed with a general statement respecting the cost and the develop- 
ment of the work of the Massachusetts Railroad Commission. — A. The commission 
was founded in 1869. Its duties have been increased from time to time. To-day it 
lias a general supervision over all the railroads and tlie street railways within the 
State. 1 know it is sometimes said that the authority of our commission is purely 
one of au advisory nature. It is, in a large degree, and yet there are two or three 
important features of our work wliereiii a\o are given mandatory }»ower. Take, for 
example, questions that relate to public safety. In many instances we have abso- 
lute ('ontr<d, as in grade crossings of railroads and highways, railroads and railroads, 
ami railroads and street railways. If we think there is public need for a grade 
crossing, we pant it. If we do not think there is sucli public need, we refuse it; 
and that settles the question. 

Take again the matter of safeguards, both from the standpoint of the employees 
and of the traveling public. Very mauy matters come before our board for approval 
where the question is as to the coustructioii of some safety appliance, platform gates, 
intmlocking or other signal systems, protections of one kind and another. There 
again our power is one of approval, and the road is obliged to accept our judgment 
as final. 
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Then, a very important branch of our work is that which relates to the issues of 
stocks and bonds, or, in other words, which has to do with the iiuancial strength of 
railroads and railways— at any rate, as far as the public is concerned, and perhaps 
they are concerned altogether. I think they are. Every issue of stock, the original 
issue, and all increases in the way of additional issues, are made only upon the 
approval of the board after an investigation. That is true in connection with bonds, 
also. So that there are two important features of our work where our power is more 
than merely rocomiueudatory. 

Then there is the work which is purely recommendatory and advisory. This is in 
connection with matters that alYect directly the revenues— questions of rates, pas 
senger rates, treight rates. There we investigate in all instances, and after forming 
our comdusions wo make a report. The companies are not bound by law to follow 
the recommendations contained in that report or to heed our opinions. It is a ques- 
tion whether they will or not. As a matter of fact, during the history of the board 
I think 1 am safe in saying that it has only been in exceptional instances that either 
the public on the one side or the railroad corj)oratiou or street-railway corporation 
on tlie other has disregarded the views of the board or its recommendations. Per- 
haps 1 ought to limit that to recommendations, because there are matters, as you 
will appreciate, Mr. Chairman, whore a bo.ard may desire to look into a matter and 
to suggest something that is not, in the opinion of the members of the board, neces- 
sary to immediately carry out — something it is looking forward to. For examjde, 
whether it is better to have certain colors to indicate safety and peril and caution. 
We ha\o made in the past a recommendation upon that point, bnt it was made in 
terms understood to be simply a suggestion, .and some of the railroads have adopted 
it and some have not. ft followed a test. It was an inter<“8ting point, but the jmr- 
pose of the commission was distinctly not to say to the railroads in that case, “ It is 
necessary for you to think as we do about it.'' 

Now, on part of the railroads, I hardly know of an instance where a recomimmda- 
tion of the board that they do one thing or another has been disregarded. On the 
part of the public, in a few instances, tlnue lias been some appeal to the legislature 
and some legislation. There are verj few instances, and 1 think it is only fair to 
say that the railroads have not been defeientlal to our views imu’cly because onr 
views are their views. Take, for instance, the last year and a half, which is 
the extent of my personal acquaintance witli these matters. We have passial on 
questions of rate, (luestions invohing the removal of stations, the building of new 
stations, change in train service, and a variety of other matters overruling the 
contention of the railroad, and m every case they have conformed to our roeom- 
mendations. lu our last anuiial report, after investigating the (lucstiou of passen- 
ger rates, we recommended the introduction of the .lOO-mile mileage book at 2 cents 
a mile, and the railroads have ailopted it. This was proved to bo a reduction lu 
revcuue, these liooks taking the place of sales of single tickets. I thiuk it is a fact 
that the railroads feel tliat a board imub* up as ours is, three iiieinbers, oiui acquainted 
by a(;tual experience with the needs and conditions of the bnsiuess community, 
familiar with all questions that affect trade aud coiniuereial interests ; a second mem- 
ber familiar by experience with railroad construction and railroad operation; aud a 
third member of sufficient legal ability to take care of the legal (questions— the rail- 
roads feel that this board, made up in that way, has jiroved to be thus far a valuable 
aid rather than hindrance in their work. It may ho dangerous for me to say what 
the railroads think of us. I do not want to carry that idea too far, but as far as tlie 
following out of recommeudatioiis is coiicerueil, they have certainly done it. Mat- 
ters !ire referred to us continually by the legislature. An instauee of that sort was 
the investigation as to the safety of the use of vestibules on street cars. Wo were 
asked by the legislature a year ago last winter to investigate that. We did so, and 
made a report. 

Q. (liy Mr. Litciiman.^ Will you give just a brief outline as to the nature of that 
report?— A. The statute itself took in hand a part of the subject. The statute made 
it mandatory upon all street railways outside of Boston to have vestibules on the 
cars during certain winter months for tlie protection of the motormen and conduct- 
ors. There was a very serious contention on the part of the Boston Elevated Rail- 
way Company, which controls all the street railway traffic of Boston, that vestibules 
were dangerous in some of the narrow streets of Boston where the people were con- 
tinually crossing, and making transportation something that must be guarded by 
tlie utmost care. The railwny company claimed that the addition of the vestibule 
shut off the view and interfered with sounds to such an extent that motormen coubl 
not bring their cars to a stop with the promptness that they could if they were 
upon an open platform. The legislature referred to us one question. That was, 
whether it was consistent with safety that the company use vestibules. We had 
several public hearings, and made inquiries all over the United States and Canada, 
and, as a result, we felt they could be used with safety under proper conditions. As 
a result, the Boston Railway Company must equip its cars within a certain number 
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of years with vestibules, but in order that there might bo no serious injury done we 
made it experimental, by interpreting the statute, as we thought we might under 
the circumstances. They are to tost the vestibule in the most difficult places first, 
so that if we are wrong in our opinion we may recall our recommendation. We feel 
very positive about the matter, but at the same time believe the question of public 
safety of the greatest importance. 

Q. (ByMr. Fauquiiar.) What is this contemplated vestibule, a closed vestibule 
or a half vestibule?— A. The closed. It has doors which are to be opened at certain 
times. The design has not yet been perfected, but the idea is to have them as largely 
as possible of glass, so that the sight will be obstructed but very little. Then again 
t hey are to be so arranged that these glass windows will dr<q) down and the motorman 
can see out if he wants to. We feel that the vestibule is safe in Boston. 

Another instance of a special report was that u])OU the contnlmtion of street rail- 
way companies to the abolition of grade crossings. In our State there has been 
undertaken avery important work of abolishing grade crossings, and under a statute 
passeu in 1890 the State contributes a ceitain proportion, the railroads a certain 
proportion, and the city or town a cerlain proportion to the expense. The State 
and city or town is limited to 95 per cent of the cost, and the railroad bears 
the other 05 per cent. It has often been contended that street railways ought to 
bear a part of thi'- expense. Wo made a special investigation into that matter, and 
ro])orted that in our judgment it was fair that they should. The legislature is at 
work now on a bill. 

q. (By Mr. Litchman.) That is where the street railway and the railroad crosses, 
is it not?— A. Ves. It is where there is a grade crossing of the highway and rail- 
road and the street railw'a.^ , eitlnu- has a location or is to got one immediately. 

Q. (By Mr. Kipi.ky.) You may speak, il you please, of the policy of the board in 
respect to capitali/atiou— A. It is one of restriction, on the theory that it is right 
that t he people who furnish the income to thestockhoi<lors in tin* way of ratosshould 
jiay it only upon actual expenditure — the actual cost, fair cost, of these enti'rprises. 
Under the laws which were passed recently (some of the most im]tortant of them in 
1894) we look into the issue of capital stock and of bonds. First, the statute 
ilescribcH the purposiis in a general way, for which stock and bonds may be issued. 
Then tlu' board has to decide whether the particular purposes of the company fairly 
fall w'l thill the general purposes as described within the statute. ►Secondly, we have to 
decide the amount w'hich is fairly reipiircd for that purpose. If a street railway 
desires to eiiuip its road we have some skilh'd expert inform us as far as we are not 
iutormod of the c.ost. They may issue stock for this to the amount which we decide is 
leqnisito. If they are to build a road, we ha\ean expert engineer examine into the 
cost of tlu' coiisti iiction, and wo allow them to issue stock to the extent that is nec- 
essary to pay that cost. They may have to buy real estate for one or another essen- 
tial purpose. There again we determine the actual fair value to be paid for that 
real estate. 

C^. Do you have any authority to examine the IxMiks of the conqiany— any powers 
r<-spectiug auditing?— A. Oh, yes; the books of all railroad companies and railway 
companies are open to our inspection at any time. They make annual reports to the 
board, ami those reports are ]>rc!aented to an expert accountant who is in our employ, 
who compiles the (iguros and makes out the tables. 

Q. (ByMr. Fauquiiah.) How many dilVerent companies operate surface roads in 
Boston?— A. There used to bo a great many companies, but now they are all in one 
company, the Boston Elevated Railway Company. It leased these several comiianies. 
The Boston Elevated has nearly completed a now enterprise in the wdiy of an over- 
head railroad— elevated railroad. It has leased the entire West End system, and is 
operating it to day. 

Are there, any separate suburban companies that make Boston their terminal 
which are owned independent of this elevated c<unpany ?— A. There is the E.\nn 
and Boston Street Railway that runs into Boston upon the tracks of this West End 
system, Boston Elevated, Eessee. Aside from that I tliiuk of no other. 

' t^. (By .Mr. Litchman.) Don’t the Newton cars run to Boston?— No; their system 
touches, hut does not enter on the Boston Elevated. 

q. There are no cars ninning from Boston to Newton?— A. Oh, yes; bnt the rail- 
road company— Boston Elevated— operates such cars as come in over its own system 
as it does its own cars. 

Q. The Lynn and Boston secures the use of the Elevated outside Charlestown, or 
do they use both ?— A. They simply run into the subway, into the city, over the Boston 
Elevated system through Charlestown. 

Q. I would ask whether they use the elevated track or the surface track. — A. 
They use the surface track. 

Q. Might it not be well either here or some point in the testimony to give a brief 
rdsumo of the problems solved or attempted to be solved by the combination sub- 
way, street traffic, and elevated traffiq of the Boston Elevated Railroad ?--A‘ I 
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woultl be very |?lad to furniBb anything I could of value, but that belongs to history 
which antedates my time, and I could not now say to what extent i could furnish 
tile information. 

Q. I will ask one or two questions, and then it may develoyi what I have in mind. 
How many distinct systems of street-railway traffic have you in Boston ?— A. You 
mean by system methods of operation? 

Q. Yes. — A. There is only one to-day; two, if you count the subway — subway and 
surface— and there will be the elevated very soon. 

Q. Within a few' weeks? — A. Yes, I ]iresume so. 

Q. The elevated system goes from one side of Boston at one extreme and passes 
through the congested part of the city to the other end of the city, does it not? — 
A. Yes. 

Q. And the subway is in the congested district itself?— A. Yes. 

Q. And the surface roads arc in both suburban and congested districts?— A. Yes. 

Q. And yet they interchange from subway— that is the intention?— A. The whole 
is intendeil to work together. There is a great deal of interest in Boston to-dny in 
the ell'orts to be made in the- future to relieve congested traffic. There are ditferent 
plans now before the legislature. I noticed in the paper this morning that a new 
suggestion had been made by the prominent officials of the Boston Elevated Railway 
with reference to a new subway. 

Q. Is the general opinion in Boston that the subway is a success? — A. 1 think it is. 

Q. Do you think from the records of the office, Mr. .Jackson, that a history of the 
transformation of the traffic could ho given as supplementary? — A. I would be glad 
to look into it. 

Q- (By Mr. Ripley.) Are stock dividends permitted at all?— A. Stock and scrip 
dividends are prohibited by statute. 

Q. How far do you examine periodically the books of the railroad and street rail- 
road com]ianie8 further than to receive reports?— A. Wo examine their annual 
reports, which are made upon a prescribed system, and then from tiun^ to tinn^ upon 
request they furnish us wdth the facts and Hgures that are set out in their books. 
We do not make personal examination of these books as an auditor would. 

Q. (By Mr. BillLLiPs.) Have yon a right to do that?- A. Well, the statute roads 
that they should be open to our inspection at any time. 

Q. (By Mr. Ripley.) But it lias not been your policy, then, regularly to audit 
those books?— A. It has never been the practice of the lioard. 

Q. Do you make any distinction between bonds and stock in tixing the amount of 
capitalization?— A. Yes. There is a statutory distinction and there are distinctions 
in practice. That the bonds must bo not in excess of the luipital stock is one 
requirement. Then, although the statute says that stock and bonds may Us issued 
for the purpose of building a road, for example, or of extension, or of equipping it, 
in practice we never issue bonds until the enterprise has reached the stage of com- 
pletion. I think that pi actice has been ado})t(‘d within the last year and a half. The 
statute requires that before approving the issue of mortgage bonds the board shall 
examine the a-ssets and liabilities of the railway or railroad, and shall determine that 
the value of the property for railway purposes or railroad purposes, and exclusive 
of any value for franchise, shall be at least equal to the amount of the outstanding 
capital and indebtedness. 

Q. In such a case as that, do you take account of the value of the terminals? The 
statement has been made several times before this commission that the increase in 
the value of many railroad stocks is not dui' to the increase in the value of the road 
as a railroad, but rather to the value of the terminals. Do you make any such dis- 
tinction ?— A. We do not. 

Q. Does your control extend merely over corporations, or over all enterprises 
which have to do with transportation whether incorporated or not?— A. It is lim- 
ited practically to the incorporated companies. 

Q. Do yon find any disposition in Massachusetts to evade the control of the com- 
mission by organizing in other ways? I refer, for example, to the Massachusetts 
electric companies.— A. So far as we know there has not been manifested any dispo- 
sition to do it. During the past year we have looked into the issues of stock and 
bonds, consolidations, and leases liy companies in wffiich the Massachusetts Electrics, 
so called, own the stock. We pay no attention whatever to tho fact that the Massa- 
chusetts Electrics own the stock. We deal wholly with the company, its standing. 
If it has a purpose which is legitimate, and desires stock and bonds which are no 
more than requisite, we approve, and it makes no difference to ns as to who owns 
the stock. We had a case last year which we always felt was an interesting case. 
It concerned the Lynn and Boston Railroad, and involved an issue of stock. The 
previous history of that railroad had been somewhat unusual. The Massachusetts 
Electrics own the stock. 

Q. Yon may explain the organization of the Massachusetts electric companies 
in the first instance.— A. The Massachusetts Electrics, to reply speoiffcally to that 
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qneHtion, is an unincorporated association which owns stocks in certain stiort-rail- 
Wiiy corporations. These stocks stand in the names of certain persons as trustees. 
Under the a {freemen t upon which this association is founded the trii'^tees, who are 
1.5 in number, practically exercise the ordinary duties of a hoard ot directors ot au 
investment corjioration. They declare dividends and vote the stocks in the corpo- 
rate meetings of the several street-railway companies. The association issues pre- 
ferred and common shares, and has a so-called capital stock. It would be natural 
that in the payment of dividends upon these association shares an effort would be 
made to equalize things and make the prosperous cornpauies in which they own help 
out the weaker companies. To do this there might be a temptation toward 
improper management in connection with a particular company or companies in 
which they have control; but, on the other han<l, no issue ot stock can be made in 
any of tlicse companies without the approval of the bo.ard and upon proot that the 
railway jiropcrty is worth, without reference to franeliis*^ value, lui apiount equal to 
the outstanding debt and capital stock. The board in determining this pays no 
attention whatever to the ownership of the stock or the dividends wdiich the asso- 
ciation may desire to ])ay to the holders of its certilieates. In other words, tho 
financiiil interests or affairs of this association receive no consideration whatever 
from this lioard. 

Q. (By Mr. I’niLLiPs.) Does not this company violate the spirit of the law?— A. 
Well, it is contended so. 1 do not believe in such organizations. 

Q. Their legality h.is never been tested?— A. 1 am inclined to think that they arc 
legal. It is done in connection with n^al-estate interests. One objection, to my 
mind, is that it gi^ es a false iiupression to in\ estors who are used to dealing in stocks 
and bonds and who, as to Massaehiisetts railway stocks and bonds, have a common 
impression that th<\v are iiassed upon by our board. 1 do not know' that many peo- 
])le are deceived. It is claimed Uy the “ M.assachusetts Electric Companies" that 
nobody is deceived. Pcrliaps tliat is true, but, in ray judgment, it is not desirable 
to have this condition of things exist. 

Q. (By Mr. [.itciiman.) What is the legal responsibility of the managers of that 
company?— A. They have a legal title to the stock and control the management of 
the street-railway corporations in which they own by voting the stock. 

Q. I iiK'an, in this Massachusetts Electric Uorapany, what personal or legal respon- 
sibility is there to tho stockholders or owneis of shares cf that company f— A. 1 do^ 
not know exactly. I am not familiar enough with their methods or their articles of 
agieement. 

Q. (By Mr. FAiUiUiiAR.) Arc these certificates issiieil by the directorate of the 
l-:ieotrics?— Of that association; 1 undcrstaml so. Their property is held by 

^Q. bs the directorate of the Eloctri<-s th(‘ trustee of the stock?— A. It is my very 
strong impression that tho trustees ha\<‘ the entire control. They haN e tho legal 
title to tho stocks, and they mauag«'- them and act as .a ilirectorato. Von see, that 
organization does not come before ns, and 1 ha\e to give you what is rather an 
impression than any knowledge otlicnally. 

Q. (By Mr. Kipi.kv.) What is the relation between tlie aggregate amount of these 
trustees^ certificates and the capitalization of all tho comfianies which tliey control — 
is it greater?— A. 1 think that there is a waterml condition— a difference between 
the original investment and tho present amount of what they call their outstanding 
capital. There is something more than tho actual investment value. 

Q. Is there considerable nioie? Have you any idea of tho relative amount?— A. 
bo; 1 could not give you definite information. 

Q. Is there any difference in principle between this organization of all thi^ street 
railw'ays of Massachusetts and tlio organization of the steel industries in the IJniteil 
States steel corporation, so tar as you know? — A. I do not think my opinion on that 
would be worth anything. 

Q. (By Mr. Fakquhar.) 1 would like to ask you if you have any restrictive stat- 
iiatory legislation there on stock issues now'? — A. Yes. 

Q. is there any part of your statute that covers tho expression “certificates of 
stock" as representing property so that the word “certificates" could be covered, 
whatever form stock or its equivalent may take?— A. I think not. 

Q. I am hinting now towards the decision in tho Standard Oil case and the Amer- 
ican Sugar Refining Company, where the trusteeships bad the authority to take up 
the stock aud issue certificates of stock, apparently.— A. I am not lamiliar euougn 
with the proposition that you have in mind to point out differences. 

Q. You would seem to suggest the possibility of this Electrics Company being 
able by law to issue certificates, aud these certificates are probably stock, so your 
statute in the State does not regulate to prevent it.— A. They are not certificates of 
stock. Strictly speaking, the association has no stock. The Massachusetts Electrics 
have no shiires known to tho laws which cover the issuing of stock and limit the 
purposes for which it may be issued. 



846 INDUSTRIAL COMMISSION: — TRANSPORTATION, 

Q. (By Mr. Clarkk.) Does the commissioner of corporations of the Common- 
wealth have to pass upon the ownership of certificates in the voluntary associa- 
tion?— A. My uiKlerstandiiig is, ho does not. 

Q. (By Mr. Litchman.) What enforces the recommendations of the railroad com- 
mission of Massachusetts?— A. The recoinniendatious are enforced, I think, through 
the feeling that the subject-matter is earofiilly investigated and that the attempt is 
made by 3 persons, who represent both sides— represent the public on the one side 
and the private stockholder on the other— to reach n just conclusion, aided by tlio 
feeling that unless such an error, such a mistake in connection with their recommen- 
dations can be found as to warrant an appeal to the legislature to have it cured, it 
is practically final. 

Q. (By Mr. Kipley.) Have you ever h.ad any case go to the courts?— A. Never 
had anything of that sort. 

Q. (By Mr. Phillips.) How does this company pay dividends when you have 
restricted the other companies not to pay over 6 per cent?— A. They have to pay out 
of what they got from the other companies. 

Q. If I understood you properly they were not to pay over 6 per cent, and the bal- 
ance would go into betterment?- A. That is the Lynn anil Boston, one of those that 
the Massachusetts Electrics owns. 

Q. (By Mr. Ripley.) How many do they own? What territory do they cover?— 
A. They are very largely in caHtern and southeastein Massachusetts. They cover 
the whole part— nearly the whole of that territory— the eastern part of Massachu- 
setts, running from the northern part of the State down to the south. 

Q. (By Mr. Litchman.) Now, would it be fair to say that your recommendations 
are respected and obeyed by the corporations because they are sustained by public 
sentiment of Massachusetts?— A. I think that has a great deal to do with it. 

I las it not been the experience of Massachusetts, so far as your knowledge goes, 
that the public sentiment of Massachusetts has sustained recommeudations .ade by 
the railroad commission?— A. Every time that we made a recomuiendatioii against 
the railroad, that has been true, and there have been a great many of those, as the 
record will show. This last whicdi made them int reduce 500 mile ndleage books was 
approved. When we have made a recommendation in supjmrt of the coiitentiou of 
the railroad, I suppose that here and there there is criticism, but 1 have not within 
a year and a half known of very much. To illustrate, the legislature asked that wo 
look into the question of passenger fares, and \\& considered first suburban fares. 
The city of Boston is ])eculiar in respect to its suburban business. It lias a very 
largo traffic to and from Boston, and the.se fares are generally admitted to bi' very 
low. Perhaps they ought to be very low on aceount of the lieavy traffic, and yet 
there is a constant strife here and there for lower fares, 'riiere was a rcipiest for a 
12-trip ticket on all the roads. The boanl, I think, iloes not believe in establishing 
by legislation maximum rates of fares, but in leaving the railroads to liandle tbeir 
rates as a busiuoss matter, and then in individual eases correct them if they are 
unreasonable. We felt that the suburban fares w<!re ns low ns they should bii. 
d'herel'oro we said upon investigation, and gave the figures for our reasons, that we 
felt it would work a reduction of the revenue of the railroads which would be 
unreasonable, in view of the very active competition of the street railways around 
Boston, and in view of the fact that the subnrb.an business on the railroads near 
Boston was then on a declino rather tlian on an increase. Well, the legislature, 
instead of overruling that conclusion, took an inleniicdiate step. 'I'liero was then 
in use a 50-trip ticket. These people wanted a TJ-trip ticket, which we refused to 
recommend, and the legislature passed a law for a 25-trip ticket. I he essential 
thing is that the prosperity of the company shall not be interforrod with, and that 
there be a very careful inquiry on the part of the men who are trying to get at the 
exact facts without bias, and then if they are wrong (and no man is infallible, and 
no board is,) the railroad on the one hand, or the people on the other hand have a right 
to appeal to the legislature. I think the strength of the Massachusetts system is 
shown in the fact that there has been so little of that appeal. 

Q. In almost every case where that a])peal has been made, the legislature has sus- 
tained the finding of the board, has it not?— A. Yes; it lias been generally true. 
1 hud in my mind the impression that last winter, owing to the peculiar interest in 
the Boston and Albany and the New York Central, the Fitchburg and the Boston and 
Maine leases, they worked through the legislature against our recommendation an 
insignificant measure, but I do not recall the statute. 

Q. It has been claimed, I think before this commission, that there was some dis- 
crimination in the handling of freight in East Boston by the Union Freight Rail- 
way, as it is called. Do you kuow anything about that?— A. No such claim has yet 
come before our board. I would say on the subject of freight rates that we have 
pending three coses, one the coal rate in Brockton, Mass., a thriving place that has 
grown rapidly for the last 25 years, and another case involving rates on lumber. 
Who owoed the Union Freight Railway ?— A. I do not know. 
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Q. As far as you'know there is no discrimination in the handling of cases from one 
road to another or from one shipper to another?— A. As far as I know, no. Our 
board has to do continually witli individual cases, and in this way, as you Avill 
appreciate, we have worked out general propositions that will apply to other cases. 
Last year we had over 3(10 matters, inv(dving hearings almost every day, so that wo 
are constantly coming in contact with the railroad on one side and the people on the 
other. 

(By Mr. Ripley.) Do you have the power to fix the price of stock in cases of 
imrchase?— A. Yes; and on that (piestion there has been a great deal of discussion, 
if the issue of stock is authorized aiul the purpose is proper and the amount is a 
jiroper amount, the law coni])el8 ns to fix a value at which it shall be oll’ered to the 
original stockholders. If the capital stock was originally $100,000, and the road has 
improved and been iirosperous and the stock has gone up to, say, twice its original 
value, we liave to fix the value accordingly at which it shall he olfered to the stock- 
holders. 'that ]ea\'e8 a capital composed of two parts, based upon different condi- 
tions. The original amount paid in has the par value of .$100 a share. The new stock 
is paid in at twice that rate, so the total investment in the railway property is differ- 
ent from the total authorized capital. Now, it is contended that when iiuestious 
alleetiiig revenues come up, there is difficulty in dealing wdth the.so stockholders 
fail ly and c<|uital)ly. The comjiauy pays the same rate of dividend to each on each 
share when a man has ]»aid perhaps $i00 for one share and $200 for another, or one 
man has paid $100 and another man has p.aid $200 — not: jiaid into each other’s pocket 
as in the market sale of stocks but into the enterprise. Up to the present time it 
has not Iioen a matter of any essmitial trouble to us, but it is argued that it may be; 
that the, time may come that it w’oiild have been bi'ttor to have had all the capital 
paid in at juir value and represent the aetuai investment in public enterprises. 1 
indiove tlu're is force in the suggestion, but at the same time my aciiuainlanco with 
tlu'se problems has only been of about a year and a half. 

Q. lias an\ etfect of the leases of tlu) Boston and Albany to the New York Central 
or the I’ltchtmrg to the Boston and Maine been observed mthcr in rates or in service 
up to the present tune?— A. 1 think it is a little too early to discover any effects in 
one w-ay or tiie other. 

Q. What dangers or ditliciilties, if any, are to be apprehended so far as the port 
of Boston or the industries of Massachusetts are coneerned?— A. I liave always 
assumed that it was generally to the public advantage, and that the port of Boston 
would benefit from the consolidations. It was understood that was the feeling of 
those that ad \ oca ted it. The result of tlio lease of the Boston and Albany to the New 
York Central lias hoeii seen to this extent, that under the statute they have taken 
jireliinimiry ste]tH to tssm* stocks and put in more capitsd for terminals. 

Q. What will tliat mean as to the development of terminal facilities in Boston?— 
A. It must mean a great iinprovcnmnt. 

Q. Do the terms (d tlu! lease prescribed by the legislature reciuire that action on 
their part?— A. \ cs. 

Q. What tilings are included in either of those leases, either in thomatter of rates 
or otherwise?— A. flie operation of the, road and the maintenance of the road is just 
as fully muler the supervision of the board as bi'fore, and the State’s right to pur- 
chase it (if it ever sees fit) is still retaiimd. 

Q. 'fhore is no possible evasion of responsibility by the board in any respect by 
those leases?— A. I see none whatever, 

(^. Will tl.ere ho any effect in rates or otherwise in the absorption of the Massa- 
chusetts (Jen (ral Railroad? Has that absorjil ion taken place yet?— A. 1 suiipose, that 
the control has passed, 

Q. Were you called upon to fix the price of the stock?— A. Yes. 

Q, Will you explain wdiat your policy has been, or on what principle yon proceed, 
in fixing the ]»riee of stock to be purchased by another road?— A. In this particular 
rase vve were asked to fix, not the value, but the purchase price which fhe Boston 
and Maine ought to pay, and in doing it we considered the value of the property 
and thehistoiy of the property. There had been a ^practical agreement between 
file owners of the preferred stock and the Boston and Maine, and we therefore said, 
“As ,\ou have agreed on that, we will not disturb the agreement. It is a trade 
between >011 two.” Of course there were some who claimed that they ought to be 
paid more, but we felt that wms substantially a matter of bargain, and there was no 
reason in the piiiilic interest to prevent our approving it. The common stock meant 
practically the balance of the purchase price of the property, and we looked into 
the structural value of the railroad, what it originally cost, what it would cost 
to-iiay, and then wo looked into the value of the property for railroad purposes, and 
we felt that it was a very valuable piece of property. 

Q. (By Mr. Piiillip.s.) Did you take iuto consideration the franchises?— A. We 
did not have to go so far as that. We felt the fair value of that railroad property 
to the Iloston and Maine for railroad purposes, outside of the franchise, was at least 
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;i8 much as we asked them to poy by Uxing the price of the common stock at i>i. 
The Jioston and Maine su/^gested 15, but we found 21. 

Q. Hiy Mr. Ripley.) lias this poliey of strict financial control worked well on 
the whole in Massachusetts ?— A. I think it has. 

Q. And there is no disposition at present observable on the part of the legislature 
or the people to repeal itf— A. On the contrary, I think the feeling in its favor 
has grown stronger and stronger. Men who come before me and dismiss the ques- 
tion, lawyers who were formerly opposed to it, admit that the security of railway 
stocks has heen affected for the benefit of the railways and the bonelit of the people, 
'file board does not undertake to guarantee the success of the enterprise. We say, 

Yon have got your railway. Whether you will be able to earn anything out of it 
is for business mmi to determine. The capital has been properly invested in rail- 
way jiroperty.’’ 

Uo yon, as a matter of poliey, protect the railroads against undue competition 
by paralleling, or in anv wayf— A. There is a statute that provides that in case of 
aiiv new railroad enterprise the board shall pass on the propriety of it. The 
street railway dovelo])ment is a matter of recent growth, and the proposition is 
before the legislature to give us the same authority. Within a week, however, a 
hill which contains that provision was amended by striking out that part of it. 
Tliere is another bill l»efoit> the coinmittiie on street railways wliicli has the provi- 
sion in It that we should pass on the propriety of any new stnset-railway enterprise 
in the same way that wo would pass on the propriety of a new railroad. 

Do yon see any objection or any practical dillicnlty, other than in securing the 
legislatiiin, in the way of (ixtending the powers of the Interstate {fommerce (fominis- 
sion in a way similar to that yon have prescribed in Mas.sacliusetts A. 1 am 
strongly prejudiced in favor of the theory that has been at woik in Massachusetts, 
and I do not personally see any reason why such a theory of supervision could not 
bo extended to the national board. I understand that is not what they want. They 
want to make rates. Wo think that is not desirable. I do not want to pass on the 
conditions that exist outside of M.issachusotts. From onr experience we believe in 
our powei of recommendation and advice. 

Q. The dilibrcncc htdweco the proposed policy of the Interstate Coinmerci', Uom- 
inission and thiit of Mas.sacimsctts is that yon exercise very little jiirisdicl ion over 
rat<‘H, hilt a strict control oviw the capitalization f— A. No; I would not want to 
admit that, heo.iaise I think we ('xorciso a very material inlliieneo over rates. 

Q. Not 1>> jiresciihing them in advance'?— A. Only through onr power ol' leeoin- 
mondatioii; not fixing anv rate.s, but supervising r.ates in individual in.st iiices. 
There have been ea>es of that kind already doidded and there will he ol liers wlirn’o 1 
have no (piestioii wliatovt'r Init the rati'S will be changed. We ha\e brought about 
changes in thestieet railway and in railroad rates within a ,\e!*r> then' will ho 
more within another year. 

Q. Your control is to a considerable degree exercised through your imwer to pass 
on general matters of tinance as well as upon the making of rates I Hunk onr 
control over the linancial <|iicstion does strengthen us in other iniestions. 

(Il> Mr. Full. I ll's.) Ha\e yon amthing to volunteer, in >oiir own way, that 
has not been covered by (|uestionH?— A. I have not. I would lie L;lud to furnish any- 
thing that can gi\e aid' to the eommissiem .♦ .in'> time. 

(Testimony closed.) 


Washington, 1). (k, May s, 1901 . 

TESTIMONY OF MR. CHARLES D. GRIFFITH, 

liepreHeniativc of the Demur Chamber of Commerce. 

The commission met pursuant to recess .it, 2.10 p. m., Vice-Chairman Phillips pre- 
siding. At that time Mr. Charles D. (iriflith, of Denver, Colo., rejni'scntative of the 
Denver Chamber of Commerce and Hoard of Trade, was introduced as a witness, 
and, being duly sworn, tcstilied is follows: 

Q, (By Mr. Ripley.) Will yon state, your occupation and voiir relation totheeham- 
berof commerce? — A. I am m the wholesale hoot and shoe business, and a director 
of the chamber of comincrce. 

Q. Do you appear officially to represent them?— A. Yes. (Producing letter and 
handing to chairman. 

PTiie United States Industrial Commission, Washington, D. C. 

“Gentlemen: This is to certify that Mr. Cli.alcs 1), Griltith has l>een appointed 
to represent the Denver Chamber of Commoree and Board of Trade before your com- 
mission as a witness concerning transportation topics. 

“Respectfully, 

“The Denver Chamber oe Commerce and Board of Trade. 

“By Arthur Williams, Secretary,*^ 
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Q. Have you any general statement to make f— A. There is a general statement 
prepared by the freight committee of the bureau that I might read. 

(Reading:) 

CONDITIONS AT DENVER. 

“That Denver is what she is, is by virtue of the diversiliod mineral resources for 
which the State in which she is located is noted, and by \irtuo of her own inherent 
(lualities, her superior climatic conditions, pure air and aluindant sunshine, and not 
by reason of any substantial recognition and assistance on the ])art of the trainspor- 
tation eom])anit!8. 'that lier population now numbers, according to the census of 
11)01, 133.8.“)9, is a eontinual source of surprise to her citizens, in view of the nianiu'r 
in which her conimereijil development has been handicapped by reason of restrictions 
iin]iose(l by the transportation liomiianies and by reason of the limited population 
of the Rock.N Mountain region. 

“ (j!eogra[)hically her location Iroin a commercial standpoint is somewhat unfortu- 
nate. Denver ha.s never enjoyed a liasis ol’ distributive rates on cither east or west 
bound business originating here that would enable her to compete ^^ith the Mis- 
souri Itiver cities and ])oints east on the one hand, or with Jhicilie terminal points 
with California products on the other hand. On th(< contrary, she has always been 
a way station, so far as general rate making is concerned, in territory west of the 
Missouri River. To-day, as for many years past, the Mis.souri River is substantially 
the base line of rates to and from all jioints east of the meridian on which that river 
is located. From Denver west distributive rales in effect are the results of combi- 
nations and coiK'cssions made from time to time ami of character entirely local, not 
governed by any well-delined law. 

“ Denver claims, and wo think justly so, that her merchants and maniifaeturers 
should leach all jioints W est on the saim* competitive basis that those ])oiuts are now 
supplied from Kastern trade contois. We believe that there is om*. general ]>riuciplo 
that should govern in placing Denver in this position, i. e., the removal of the jires- 
ent base line upon which Western rales are built, from the Missouri River to a north 
and south line passing through Dcnvm aiid Cheyenne on the north and Colorado 
Spring.s, I’ueblo, and Trinidad on tin* south. By such recognition only will mercan- 
tile and manufacturing interests locatisl on this meridian bo ]>!aced upon the same 
coiniiK'icial footing as Missouri River citii's. 

“Ill a few words, the rate situation as applying to business outward bound from 
Dmiver is about as follows: The rates to Wyoming points are of an arbitrary char- 
acter, dici,ate<l and controlled by the Union Racilic Railroad, and so ad)UHted as to 
throw the greater volume of business to the Mi.s8ouri Kiver and farther Kastern cen- 
ters. The Utah and Montana rates are based upon the Missouri River rates, and are 
t|uito uniformly 80 per cent ot that late, a suHbdcntly high percentage to (piite 
etl'ocl iially dider Denver merchants and manufacturers from invading that territory. 
The Utah rate is also based upon the Mis.sonii Uiver rate and amounts on class froigiit 
to about 70 JKT cent of that rate, a suflicieiitly high percentage also to prevent any 
considerable business or.ii*inating at Denver. 

“The New Mexico late is in the main an arbitrary, blanket rate, quite fairly eon- 

< eded to Denver niorchants by the railway lines distributing in that Territory. In 
the State of Colorado alone are Denver merchants allowed to distribute their prod- 
ucts on precisely the same basis as governs Kastern competitive business. Wo 
therefore maintain that the only equitable basis would be as a result of the entire 
readjustment of rates west of Denver, based upon a north and south line through 
Denver. 

“Again, Denver and Colorado common points are greatly handicapped by reason 
of the limiti'd number of commodity rates into ami out of these points. Colorado 
common points have to their creilit about IDi") commodities from the Atlantic sea- 
board. Utah has a list of commodities varying from 300 to 350. Montana and the 
Pacific coast States have a list of something like 1,136 commodities from the Mis- 
souri Kiver. By conqiarison the number acemded Colorado common points is dis- 
criminatingly small. In comparison with Pacilie coast terminal points Colorado 

< (>111111011 points aie not to be considered. These rates occupy a class by themselves 
and are substantially the same from Colorado common points east and west bound 
as they are from the Missouri River, although the mib^age from Colorado common 
points is approximately one-third less. 

“ UNIFOUM CLASSIFICATION. 

“It IS our opinion that the adoption of a uniform classification would be alike 
beneficial to transportation conqianiee and shippers. It would certainly simplify 
the present system of billing and make more economical this particular class of 
work on the one hand, and eliminate much occasion for complaint and annoyance on 



850 


' IN'DUSTBIAL COMMISSION : — TB AN8POBTATION. 


the other, and at the same time would tend to equalize and prevent discriminations 
which can not but exist under the present system. We believe that shippers in 
general would greatly welcome the advent of a universal classification extending 
from seaboard to seaboard. 

“consolidation. 

“ One of the greatest evils with which a commercial and manufacturing commu- 
nity has to deal is the instability of rates. Kate cutting, either open or secret, is 
recogni/cd as domorali/ing and injurious. To a great extent railway consolidation 
is a corrective. Tniform and stable rates into this territory wjiild work relief and 
be of benefit, and such relief and benefit would bo further enhanced if, ly leason 
of such stability and uniformity of rates, a reasonable reduction would follow, as 
should 1)0 expected. Colorado would greatly deprecate through consolidation any 
attenqit to cut olf the Fort Worth gateway, which constitutes at present a valuable 
check and safeguard over the all-rail linos. 

“Ibesent traffic conditions into Colorado on raw material haAC much to do with 
the material prosperity of the State. The difference between the raw material and 
the manufactured article is not sufficiently great to foster cnterjirises which would 
exist here except by reason of this fact. Present high rates on raw maferial act as 
a tariff and enable a few local industries to maintain ])rice8 Much as to discourage or 
make impossible the pro])er development of our manufacturing interi'sts. 

“ W. A. IIOVEK, 

‘Chairman Traffic Burmu, Denver Chamber of Commerce and Board of Trade,” 

Q. (Hy Mr. Kii'lev.) The; primar\ ground of complaint, then, semns to be the high 
rates from tlie Fast into Denver as compared with the rates fiom the Fast to Han 
Francisco, which is also a competiliN e shipping iiointf— A. Well, not so much that 
as it is the rate on the raw material that is shipped into Denver comiiarcd with the 
rate on the manufactured ])rodnct, especially in the iron and steel line. 

Q. Will you state to the commission at the outset the principal loads which are 
engaged in tiaffic at the city and the character of the traffic east and Avestf— A. 
There are 5 linos coming direct to Denvi r — tin* Union I’acilic, the Ifiulington, the 
Missouri Pacific, the Rock Island, and tin* Santa Fe. 'I'he I 'nion Pacific, of course, 
is a through line. Its main line goes through ('heyenne, a hundred and some miles 
north, while tin' Missouri Pacific connects and runs through on the Rio Drande via 
Pueblo, 11“) miles south. The Santa Fe has a direct line to Falilbrnia through the 
southern edge of Colorado, and has a braiuh into Denver. Ho while we ha\o o lines 
entering the cilyfiom the Missouri River, three of them, you might say, connect 
direct with the West, making transcontineutai lines. Then we have a water routi*, 
as we call it, through the Fort Worth gateway— water transportation to New Orleans 
or Oahestoii and then into Denver, which works on an arbitrary late with a differ- 
ential of St) cents per hundred. Our rate to Denver— I will spi'ak of first (“lass, as 
that probably covers more than anything else— is $2.72 ])er hnndicd, all rail, from 
New York or from the Atlantic coast, and $2 33 by way of the Dull'. The\ haul liy 
way of Newport News, the Kanawha Dis|)atch, Cumberland Dap, and Norfolk and 
Western, and then through St. Louis or Chicago to Denver at $2.33, the same as the 
Gulf rate. 

Q. Is that route by the Norfolk and Western and the Kanawha Dispatch a part of 
one routi* ?— A. Yes, and by water from New York to Newjiort News. 

Q. And there i.s no further connection?— A. No further connection. 

Q. Do you know the reason of those differentials?— A. The differential is caused 
by the length of time it takes. It takes quite a good deal longer to ship by way of 
New Orleans or Galvestou. 

Q. (Ily Mr. PiiiLLii’S.) Will you please state the distance between New Orleans 
and Galvestou and New Y'orkf— A. 1 do not know that 1 can. 

Q. Or the distance by land from each point? — A. 'I'ho distance from New Orleans 
is something like — I am not able to gh e that exactly. I can add that. 

Q. (By Mr. Ripley.) Will you now speak of the nature of the traffic and of the 
character of the manufacturing and of the Jobbing business at Denier? -A. Our 
largest manufacturing industry is the cotton mills. M e manufacture ([uite a good 
deal of paper that newspapers are printed on, and a great deal of mining machinery, 
and then we might mention, in connection with Denver, the Colorado Fuel and Iron 
Company, which manufactures at Pueblo a great deal of iron and steel of all kinds. 

Q. (By Mr. Phillip, s.) Is there any petroleum manufactured or refined there?— 
A. Not in Denver; no. There is a great deal of oil in the State, they say, but they 
do not refine it there. 

Q. Do you know any reason why it is not refined there if there are quite large 
quantities produced near?— A. No: I do not. 

Q. (By Mr. Ripley.) What is the territory within which you can at the present 
time carry on the jobbing business profitably under the rates imposed ? — A. Colorado 
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ia practically our ground. The local roads that are running out of there—that is. 
the Denver and Rio Grande, the Colorado Southern, and the Colorado Midland— adu 
the local rate from Denver or Pueblo or Trinidad or common j)oint8 to the territory 
within the State. The Rio Grande does not go out of the State l)nt a very little way. 
They simply add to the Denver common-point rate that of the local road. 

i). How does the rate from Chicago to Denver conipare with the rate from New 
York to Denver?— A. They charge $2.05, first class, from ("hicago and $2.72 from 
New York. 

Q. JTovv do the rates from Denver to San Francisco compare with those from Chi- 
cago and New York to San Francisco?— A. They are i)ractically the same— some 
difference in commodities. 

Q. Docs that condition give rise to complaint on the part of your merchants?— 
A. Our rate i8i»ractically tlie same from Deliver, which is sometliing over 2,000 miles 
nearer to the coast, as from New York and (!hicago, 

Q. Jn other words, you mean that it costs .as much to ship from Denver to San 
Francisco as it would from Chicago and New York ?— A. Precisely. 

Q. Has this (inestion of the rates imjiosed at Denver been officially hronglit to the 
notice of the Interstate Commerce (\)niiiiissi<m ?~-A. Y<*s; this has been before the 
Interstate Commerce Commissien and a suit w as filed cailecl the Kindel case, I think. 

(^. Did it have the desired result? — A. Wo hardly think so. The decision is not 
clear to me, but practically, as near as 1 can diagnose it myself, it gives ns the same 
rate from Denver west as from Chicago west, or rather the Atlantic coast west. 
They could not charge us any more than they could Chicago or New York or Si. Louis. 

(By Mr. Phillips.) Could they charge you as much as those', points?— A. Yes; 
as much. 

Q. (By Mr, Ripley.) Did a modification of rates follow as the result of your suit? — 
A. They have not gone into etb'ct .vet, as 1 understand it. 1 think they are going 
into effect this month sometime, unless prevented by the, courts. 

(By Mr. PiiiLLii’s.) Was the casi' appealed after being heard? You spi'ak now 
of the ruling of tlie Interstate C’ommerce Commission alone, and not of the court? It 
was not finally adjudicated ?— A. No; it was not finally ailjudieatod, 

(), (By Mr. A. Ij. Haukis.) Against whom was the complaint— what roads?-- A J 
think HI vvas Kindel v. 'I'lie Atidiison, Topeka, and Santa Fe.' It conunencod quite a 
while ago. 1 am not really familiar witli the decision. 

C^. (By Mr, Rii’I.ey.) You have, liowover, not recidved an> benefit by the action 
of the, Interstate (.'ommerco Commission as .vel ? — A, Not so far; no. 

Q. Wliat is piimanly the eoinplaint at Dciivei now? This case of Kindel, I under- 
stand, was brought up aevi'ral years a,go?— A. Yes. We will take, for instance, tlie 
territory in Idaho and Montana where we want to job goods. It is territory, wo 
might say, belonging to Denver, as we are the nearest largo city to them and the 
nearest ]H‘oplo lo sujiply them. The rate from the Missouri River is $2 ”>0 a linndred, 
first class, to Montana common poinfs and Idaho common points, wliiletho rate from 
Denver is $2, making a difference of only 50 cents in fhe first-class rate from the 
Missouri River and from Denver, although Denver is some GOO miles nearer to these 
places, and they are all the wuiy from 4(H) to 1,()00 miles from Denver. Now, that 
would make, if you combine the rate to Denver and from Denver to those ]ioiiits, 
$1,72, while if you combine it with the Missouri Rivi'r rate it is $3.07, making a dif- 
fereiKie of nearly $1 per liimdred. Now, the Mississippi River points Lave a ear-lot 
rate on first-class goods to these Idaho and Montana points of $2.90. 

(J. 1 )() you enjoy carload rates ?~A. We do not have carload rates on boots and shoes. 

()1. What, then, are the exact figures on freight rates with which yon are ooncerned 
in eudi'avoring to sell as a jobber from Denver to a Montana common point, we will 
say ? — A. We are concerned with a $2.50 rate fioni the Missouri River to these points 
on first class, and in car lots a $3. 10 rate per 100 from C’hicago, and a $2.90 rate from 
the Mississippi River. 

(J. How docs the rate from ('hicago to Denver, plus the rate from Denver up to 
Montana common points, coiiijiace w'lth the rate from Chicago directly out to the 
same comniun points? — A. It would he $4.05 by Denver and $3.10 direct. 

(J,. In other words, the jobber in (,’hieiigo is able on 100 pounds to underbid the 
Denver jobber by about 95 cents?— A. Ninety-five cents; that is correct. 

Q. Was that the main contention in the case brought before the Interstate Com- 
merce Commission?— A, No; the main contention there was more on the throiigli 
rates to the Pacific Coast. A similar case was started by the Colorado Fuel and Iron 
Company on getting their steel and iron to the ( .oast, hut they put in a rate for them 
of practically what they were asking for. Then the case was taken by Mr. Kindel, 
who is an euthusiastw freight agitator and thoroughly jiosted. He is a manufacturer 
of mattresses in Denver, and was at that time in the chamber of commerce. 

Q. (By Mi’.Fakquiiau.) This tariff that yon are discussing now is on manufac- 
tured articles entirely?— A. Yes. 


» See also Reports of Industrial Commission, vol. iv, pp. 251-264. Compare testimony of Mr. Stubbs, 
p 759 of this volume. ^ 
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Q. (By Mr. C. .T. ITakris.) Do yon say they gave the Colora<lo Fuel aii<l Iron Com- 
pany that rat»'f — A. The railroads put a rate in before tlio decision was brought 
about. I think they have taken that rate away since. That is only hearsay. 

Q. Does that apply to that sj>ecial company orto all goods of that class?— A. They 
practically were the only ones that wore manufacturing that class of stuft’ at the 
time. They are the only iron and steel manufacturers we have. 

Q- (I^y Mr. Farquiiar.) While you are discussing this arc you taking in the job- 
bers’ side of the (luestion alone from Denver or the manufacturers’ side?— A. W<i 
have comparatively little manufacturing there. 

ii. So that the entire argument is as to the jobbers?— A. It is all practically on 
the jobbers’ line, but wo want to call attention to our manufactures in iron, machinery, 
and steel products. Those are the principal things that we have manufactured there. 

Q. (By Mr. Ripley.) The case prosecuted by Mr. Kindel had reference, however, 
more particularly to ]) 08 sible manufactures, did it not?— A. Yes; he was taking U]) 
manufactures more especially with the w»‘.stern outlet. 

C^. Wo had two distinct classes of ])robloms, one relating to manufactured goods— 
that raised by Mr. Kindel — and the (Uie you have already outlined, having rofcnuice 
to the ]io8itiou of Denver as a jobbing center f — A. We desire to represent the manu- 
facturers as far as possible also, but the jobber is taking in all interests and we are 
mon' familiar with him. 

Q. Taking u]) the first, then, with reference to manufactures, how do the rates on 
raw materials compare with the rates on manufactured products?— A. Well, they 
vary. Thi're are some of the manufacturers that have boon able to get in a com- 
modity rate that relieved them; others Inno not. The matter has not been thor- 
oughly fixed with all of them. In the matter of ])ig iron, a large iiianiifacturer of 
machinery told me recently that, although pig iron was maniifacturod tlu're at 
Pueblo, close to us— a (Colorado product— they bought considerable ])ig iron in I’itts- 
burg, although the rate was high; that the Colorado Fuel and Iron Company made 
their price just high enough so tliat the freight rate covered it, 

t). The freight rat(‘, thou, on a raw matiTial like that acts practically A. (Intor- 

ruiithig, ) As a tariff. That is what I claim. I think the rate is given on iiig iron 
from Chicago to Denver as .$9.2t) per ton of 2,210 i>ounds, and on railroad iron iiianii- 
factured as $9.00. Tliere is not much difference between the manufactured article 
there and the pig iron. 

Q. Is their any coiniiiunity of ownership, .as far'as you know, between the Colo- 
rado Fuel and Iron Company and the railroads, or do they operate to mnf iial advan- 
tage?— A. No; I do not think there is any. I do not think they are connected spe- 
cially ill any way. Of course, the principal owners of the (’olorado Fuel may bo 
large owners in railroads. However, 1 do not think that that has cut any iiartieular 
figure, 

(). (By Mr. PniLLir.s.) Can yon liriefly state about the snjiply of ore and coal and 
liiiu'stoiie?— A. Well, the supply of ore and coal is practically unlimited, we think. 

D- Is it convenient?— A. Quite eonvenieiit; yes, 

Q. And the coal ?— A. 'fhe coal is (juite convenient. 

Q. Good quality?— A. Good quality ; all the way from lignite coal to anthracite, 

Q. Limestone?— A. Plenty of limestone. 

Q. Is that convenient also? — A. Also convenient. 

Q. Can they not manufacture iron as cheap there as they could in Pittsburg, bring- 
ing ore from Lake Superior? — A. It looks as though they ought to. They get the 
best quality of iron from Wyoming, just at the edge of Colorado. Hartville, Wyo., 
is the site of the iron mines. There is quite a good deal in Colorado, but that in 
Wyoming is the easiest to get. 

Q. And yet there is some pig metal shipped from Pittsburg? — A. Yes; a great 
deal of it. 

Q. Is that because the local works are not siilliciont to supply?— A. 1 do not 
really know. They have very large works and they are always busy. The (’olo- 
rado Fuel and Irop Company has got the groiinil pretty well covered in iron and 
materials that they need and coal; they have the territory pretty well covered. 

Q. (By Mr. Ripley.) Are Ibey independent of the United States Steel Corpora- 
tion?— A. So they say ; I do not know. 1 am not able to answer that. 

Q. (By Mr. C. .1. Haruls.) Why would they ship in if they were in one of tho.se 
syndicates? If they have all the facilities for making iron, why do they ship it in 
from Pittsburg?— A. If they can buy it for less money from Pittsburg. I have 
understood that the Colorado Fuel and Iron Company have not been able to take 
care of all their business and that they themselves have been forced to ship in 
material. 

Q. Yes; nut if you have all those conditions for making iron there, and you have 
this protective freight rate which you mention, one would think other local com- 
panies would be started,— A. That is true. 
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i}. And iron would bo mannfactnrud?— A. I inosuino thore will bo a ^^rout many 
more of them thore. Colorado is ])raetieally a baity; sho is very yo^n^^ 

0. (By Mr. Faiuji'IIAu.) llavo the people of Colorado any desire to into iron 
manul'acturing independent of the Fuel an«l Iron Company f— A. That I eould 
not say. 

Q. Have there nttt been many attempts made to interest people in investments in 
iron?— A. I am not familiar with that. That is practically owned, 1 think, by Col- 
orado ca])italist8. It was started originally by the Wolcotts— Mr. Henry Wolcott 
and Mr. Kd. Wolcott. 

Is it not a fact that you have used your ea))ital in Colorado to make otlnw 
developtiKMitH in ])r('terenco to iron and steel?— A. It may have been so. 

lias it not been a. eonimon remark in Cob)rado that you bav«' mountains of iro’i 
there that you will have until \ou gt‘t through with other men' valuable indns- 
tiies?— A. Well, there are many industiies there to work on— iron, steel, coiil, gidd, 
and silver, and 1 presume, there are all kinds ol metals. They claim there are. How 
much IS true, I do not know, but ther(^ are lew ])e<t}de in Colorado to handle all this 
comiiared to v hat there are in the Fast. The jioinilatioii, 1 think, is only some- 
thing over halt a million, and the State is a v<‘ry large ])lace. It would coverall 
New Fngland ami more besides. 

G. (FyMi. IviiM.KY.) Do we understand you to sa> that a lai g<i amount of iron 
ore is actually at the ]»resent time coutrolleil by oiw company ( — A. Thi; Ibilorado 
Fuel has leases oi the ownership of a great, ileal of it, 

i). It has been practically a monopoly up to the present time?— A. It could be 
tiirmcd Ho. 

(). Is it the impri'ssion of the jiooplo of Colorado that a lednction of the rates on 
]iig iioii from the Fast would result in a reduction of the pi ice of that commodity as 
])rodueod in ( oloiado ?~A. 'I'lie manufacturers ol non in Deincr have so statml to 
me, that t.ln\\ considered that tin' higlu'r late on ]»ig lion acted as rather a tai ilf for 
the Colorado Fuel and lion Comjtanj. That I am unable to state myself. 

lias this matter 1»een brought to the attention of the railroads concerned ? — A. 
1 do not know that it has, 

<1. (I5y Mr. FAinpJiiAH.) Do you know the dilference in the, cost of manufacturing 
))ig iit I'ittsliurg and in Colorado?— A. No. They say it costs them more in Colorado. 
The labor is higher, ami gcneial exjiensi's of that character would be higher in Col- 
orado. .\s to th<‘ cost of producing it or iiuttiiig it in the mill I am unable to state. 

C^. ( r>v Mr. Ivirian .) Can any of the pig iron go out to the Pacific coast, or does 
any ol the coal go to the Pacitic coast nndm the i ates now prevailing ? — A. 1 am una’ole 
to answer that. 

(^. ^oii are not prepared, then, to say \^hethe^ the supply of coal in Colorado 
might comixde with the supjily fiom the nortbmn Pacitic coast at San Francisco if 
the rail's were ri'diKHid to a suflicient degree? — A. No; I am not. 

'faking ii]) the (|iiestion ot thoiates as they eoneerii the jobbing trade, what 
would he the ell'ect of establishing a new rate ba.'.is at Denver, as desired by your 
inei chants, in the same wa,.\ that the rate basis exists at Kansas City? Would that 
enable you to comjicte on perfect ly c4|ual leim.H?--A. I think it would enable not 
only ouisehes, but those who are in line with us, to compete on ciiual terms, and 
would not he an injustice to any of them. We rather think that if wo should have 
an equitable rate there that anus based on oiir line, when there wer<' any cuts on 
lates it vould Inne to ajqily to cvi'rylhing west ot it, and would operate to jiroAent 
ttioso cuts and smashes ol lates, ami might bring it dou n to an equitable basis. We 
iarel> bear of cut lates to the Missoiiii KiM-r, because if the rate was cut for one it 
would apply to the v hole Wyst. No\\ , a. rate that ap]dies to Denver does not a]>ply 
auynlM'ie else ])raeti4'all\ , and e\ory once in a ^vhi.e then* is a slashing of rates and 
doAvn they go, and peiqile iiish in goods, and the rates go up again, and it makes it 
unstable and unsatistactory. 

Q. (By Mr. FAmp'iiAU.) What etlect would tin! establishment of anew basis of 
rates, with Denveras tlu' center, have upon the Missouri rates ami the coast rates? — 
A. If they liased it on Den\er, it would ilepend entirely upon where they put their 
rates. If they left them ns they are, and tln'U put tlie rates West as they are, it 
w<iuld necessarily e'tber reduce Deu\cr to tin; late that now applies from the river 
less the rate to Denver, or they would ha\e to raise. 

Q. What argument in the amount of tonnage that this new basis would make 
w'ould hold good with the railroad men?— A. I xvould bo unable to speak on that. 

You are aware that that is one of the greatest reasons that enter into the change 
of all basis?— A. 1 presume it is. 

If you can not furnish the tonnage, you can not bo entitled to a base line, can 
you?— A. No. 

Q. It would bi' simiily a matter of division as to what there is to the west of it and 
what tln*re is to the Missouri River. If you are participants in a lower rate, w ould 
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you not have to show a tonnage there to got that rate f— A. Wo do not want a lower 
rate. We want the same basis of rate. 

Q. You want a prorate of the through rate? — A. A prorate of the through rate. 

Q. Now, what argument can Denver give to the Western traffic linos for making a 
now base line? — A. All the argument we can offer is the amount of business we have 
already got and what this change would develop. It is a now country and it must be 
developed, but you can not develop a country unless it has an outlet for its products, 
and if you discriminate against that country it never will develop, and wo eau 
not furnish the tonnage. \Ve can not furnish tlie tonnage first because the rate is 
against us. 

Q. Your difficulty in distribution is the fact that you are paying really Missouri 
rates, and that in your local distribution you must add all local rates, so that you 
have no profit?— A. \Ve are not minding the rates in Colorado itself because, (‘very- 
body has to pay the same. There are points in Colorado where the iirst-class rate 
from Denver is $Lh.50. That is pretty high. We are not complaining of that because 
everybody east of us pays the rate to Denver plus that rate. While it is very exces- 
sive we tiiink at the same time it does not work a detriment to Denver. Wo are not 
tignring on what the rates will bo; we are simply tiguring on getting to a basis 
where wo can compete with the rest. From the railroad standpoint it might not be 
practical. We are not railroad men, and their side might look at it i|uitedil(orently. 

Q. (By Mr. Uipley.) Was there not the same, objection to establishing a new bas- 
ing point at Kansas City a good many years ago as against Chicago?— A. I do not 
know. 

Q. If so, would there not be the. same argument in favor of establishing a new 
basing point at Salt Lake City over against licnvor? — A. That would b(‘- right. 

Q. Your jieople, then, could not consistently ask for the establishment of a new 
basing point at Denver without at the same time lecogni/ing the right of a city on 
the west for the same treatment, could they ?— A. They could not ; but now there are 
some goods, they toll me— 1 am not familiar Avith them— that you can ship Irom the 
East to San Francisco and ship back into Utah to tlie Colorado line practically for 
less money than we can ship thmu to Deiua'r and trom there to the (Colorado line. 

(L Would that be possible from Chicago?— A. No; because the rate is so much less 
in proportion from Chicago to the coast. 

(L 1 thought I iindeistoixl ,\ou to say that the rate from Chicago to the coast is 
the same as the rate from New York to the coast?— A. That is right; but our rate 
from Denver is so much higher to the coa.st than it is from Chicago there in ])ropor- 
tion, and tlimi our rate out to Denver trom the East is so much higher. Chicago has 
a better rate to Utah and Montana common points in propmtion than Ave have. 

Q. Is it against the jobber in Chicago noAV that you contend or against the jobber 
in Ncav York? — A. Well, it is against all of them in one souse, because all of them 
haA e a better rate to those, points than avc have. 

(^. As a matter of fact, Avhore is the center of the jobbing business with which you 
haAe to contend? Is it in the far East, in Noav York, or is it at Chicago? — A. Well, 
Chicago and the Missouri River points do the principal business there. They all 
cover it pretty thoroughly. 

Q. What is the argument for giving Chicago the same rate to the Vacific coast that 
Ncav York enjoys? — A. I presume Ihe manufactured articles that tlu'y maki^ similar 
to those made in Ncav York Justify them in having the same rate. It is a shorter 
distance. 

Q. One is ^iraetically 1,400. miles nearer San Francisco than tht otlier and y»‘t they 
both enjoy the same rate at the present time?— A. Yes. 

Q. The rate from New York to San Francisco Avouldjie conditioned by Avatoi' com- 
petition, I suppose. Would thatapi»ly in the case of Chicago also?— A. No; I think 
not. I hardly knoAv how Chicago could transport there by Avater. 

Q, The difficulty, then, which you have in meeting com])etition from the East is 
from both New York and Chicago, or from any center east of tin* Mississip])i River 
regardless of distance?— A. It is from any point cast of Denver really. They all 
have a better rate or combination of rates. All the rates west of Chicago take the 
eastern basis of 67 cents first cla«s; all west of St. Louis take a basis of S7 cents to 
St. Louis, and Avest of the Missouri River I think it is $1.47. They all have this same 
basis and their rates are all the same to these points we.st of Denver. Kansas City, 
Omaha, Bt. Joseph, Chicago, St. Louis, all river points — the rates added from the 
Atlantic seaboard are the same. 

Q. From your statement we understaml that there is some ground for complaint in 
the granting of commodity rates to the Bacilie coast. Will you explain a little 
Jffirther? — A. There are special rates made on certain items that have been brought 
before the Western Classification Committee, by which they Avere taken out of the 
class they were in and placed in a class of their own, a commodity, as they term it, 
having a special rate. 

Q. Will you name some of those commodities which have been granted special 
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rates?— A. These commodities vary. From Now York they are one kind and from 
the Alissonri River they are another. They are made to lit tlie State. 

0. J)o they apply eciually to all shippers in those States? — A. Yes; I understand 
they apply e((ually. 

0. They are not in the nature of individual discriminations?— A. No. 

Q. Is the practice of giving rebates or obtaining them in one form or another at 
all ])revalent in the West? — A. It has been. There has been none of it done for ipiite 
a while that I know of. 

Q. How do you account for its disappearance? — A. I presume by an agreement of 
the railroads to maintain the rates. 

Q. Docs the Western cl assiiication prove opjiressive at all on the various linos 
of business that are concerned? — A. It may in some cases, but 1 am not familiar 
with it. 

Q. Ilav(^ any advances been made in rates in that territory in the last year and a 
half or 2 years?— A. No; the rates have practically stood the same on lirst-class 
liusiness, such as I am lamiliar with. 

You ha\ e heanl of no complaints because of a general increase of the classifica- 
tion f — A. None whatc\cr. 

How about the distinction between carload and less than carload rates? Is 
that distinction usually made in the Western territory? — A. 1 know very little about 
that. 1 know of no items in my line, or any that T am ac<inainted with, where we 
get carload rates. 

i). Are theie any commodities that go through from the East on a carload rating?— 
A. 1 do not know, except that (’hicago has a carload rate into Montana common 
points. We have none in Denver. 

Q. Docs not that operate to shut you out of th.at territory ?— A. That has the 
eObet of operating against us. 

D. (Hy Mr. C. ,1. IT Muns.) Are \ou <iuito sure they do not have carlo.ad rates in 
Denver?— A Yes; on shoes, I am. 

1 mean on ari.\ commodity? — A. None that 1 am familiar with. There may be 
a number of items, but 1 am not familiar with them. 1 presume there are. 

bb (lly Mr. Rh'LKY.) How about that route by the Foit Woith gateway, which 
is. as 1 understood you to say, over the line of the Southern Pacilic. road? "What is 
thcieason for the dilfciontial ther«‘? — A. That is the ditlereuco by water. They 
haul by water to Now Orleans, and thmi the Southern Pacific takes it to Fort Worth, 
and tlie (bilorado Southern and the Denver and Fort Worth to Deu\er. 

That constitutes, then, at Denver, com]>etition with the Union I’acific and 
other roads?— A. U-s; with all through lines. 

Snpjioso by railroad consolidation that gateway were closed and that dillbren- 
tial were cut olf, how woubl that operate as far as Denver is conemned?— A. I think 
it would make us all a $2.72 rate. It might not. 

(^. Is there a 'considcTable volume of business that comes in by that line at the 
present time? — A. t^iiite a good deal. 

Q. Mainly of the lower classes?— A. Of a general class. 1 think they haul quite 
a good deal ot business by^ that route. 

Suppose the Union Pacilic and the Southern Pacilic, which had been heretofore 
compotitois, are, coiisididated; would the etlect of that, in your judgment, be to 
remove th'H II9 cents advantage, or would it have anyelVect? — A. I hat is problem- 
atical. It would depend entirely on the management. It might bo they would 
think best to close it, and then, again, they might be able to haul the goods cheaper 
by water, and would prefer to leave it open and haul by water rather than haul by 
rail at a higher rate. • 

What is the j udgment of the merchants of Denver as to the consolidation which 
has been ed'ected bi'twocn the Union Pacific and the Southern Pacific? — A. Some 
think it will be no disadvantage, while others think it will. Personally 1 think it is 
problematical. 

(^. Are you familiar at all with the terms on which the combination of the South- 
ern Pacific, and the Union Pacilic was made?— A. No, 

i}. Other consolidations in that territory ha^e been mentioned in the papers. 
Have you any knowledge respecting any of them?— A. Nothing but the newspaper 
talk. 

Q. What are some of these consolidations?- A. In the roads of Colorado, the Den- 
ver and Rio Grande, the Colorado Southern and the Colorado Midland. A short time 
ago the Colorado Southern, by newspaper report, acquired a half interest in the 
Colorado Midland and also in the Rio Grande Western, that runs from the Colorado 
line west to Salt Lake. They elected the Colorado Southern's president president 
of the Colorado Midland, and the president of the Rio Grande Western was made 
vice-president of the Midland. Now, since that, they claim the Missouri Pacific has 
acquired control of the Denver and Rio Grande and a half interest in the Rio Grande 
Western, and it is rumored that they are endeavoring to get control of the Colorado 
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Sonthoru. In that case they would have all the mads practically in the State. We 
do not know what otlect it would hayp if they <lid get them. 

(By Mr. Fauqi’IIar.) What transcontinental line would control these Colorado 
roads?— A. The Missouri Paciiichas the Denver and Rio Grande and is trying to get 
the Colorado Southern. Then it was reported that the Union I’acilie was trying to 
got the Colorado Southern. If the Union Pacifie got it, it would amount to two 
(litlerent ownerships, two different transcontinental lines. 

Q. (By Mr. Riplkv.) What if the Missouri Pacific aoiiuired it?— A. It would all 
ho under ono ownership and control. 

Q. Do('h the absorption of the Chicago, Burlington and Quincy hy the northern 
transcontinental lines have any meaning for Denver?— A. Not that 1 am aware of. 

Q. Suppose all the roads in that territory are finally gathered into two or three 
important systems; would that in any way reduce the offectivoness of (iompetitioii 
as it exists there?— A. It would certainly reduce competition. As to its I'Hect, that 
wouhi depend entirely on the management. 

Q. You complain, as representing the merchants of Denver, of the unreasonahle- 
ness of tln^ rates to Denver and from Denver to the Pacific coast. How does it come 
about that the competition that has existed there between five roads has not remedied 
that condition?— A. 1 am unable to state. 

Q. Is there any evidence of joint action or agreement in any way to prevent a 
break in rates? — A. The simjde fact that they all have tin' same rate and have main- 
tained it very firmly with reference to Denver would indicate that they must have 
an agreement to maintain that rate. 

Q. Is it possible at the present time for any of these local products of Colorado to 
get out to the Pacific coast?— A. I am unable to answer that, riie Colorado Fuel 
and lion Company being the only manufacturers of iron, I presume they have their 
own rates. 

Will there be any effect on the trafhe situation in that territory by the con- 
struction of this new road which is now being pushed by Senator Clark of Montana f— 
A. I am unable to sav. 

Q. There is no opinion ])revailing in Denver on that matter?- A. None that 1 
know of. 

Q. You spoke some time ago about what you called an arbitrar^^ blanket rate 
applying to New Mexico. Is that in the way of a discrimination against Denver?— 
A. No; that is in favor of Denver. 

Q. Will you explain it?— A. They made a conditional rat<5 with the merchants 
that if we xvould give them so much tonnage, coming into Denver, they Mould give 
us a competifive rate going out of Denver, which would enable ns to meet the rati's 
in New Mexico and open up <iuite a little territory to Ihmvi'r that v-e would not 
otherwise be able to get into. That was done through the Denver mcrclmnts 
themsehes. 

Q. Did the competition of any other road make that particularly easy to obtain ?— 
A. No; there was no other road. 

Q. Has the extension of the Atchison, Topeka and Santa Fo road to San Francisco 
had any effect upon your rates?— A. None whatever. 

Q. Is there any competition in the jobbing business from San Francisco back into 
Denver territory ?— A. Comparatively little. 

Q Or any competition of manufacturers at San Francisco with manufacturei s who 
might bo interested at Denver? — A, Not that I am familiar with. 

Q. Do you know of any manufacturing establishments at Denver which have been 
distinctly discouraged and liave failed of organization because of the rate system in 
freights? — A. No; I do not. There have been a number of failures, but I do not 
think they can be attributed to freight rates. There are other causes, jirobahly, that 
have more to do with it. 

Q. The statement has been made before this commission that when the paiier pulp 
mill was founded at Denver the railroads endeavored to discriminate against it and 
prevent its successful operation. Have yon any knowledge respecting that?- A. 
Well, I am not familiar with that, but I hardly think that probable. 

That industry is prosperous at the present time ?— A. It has just gone out of the 
hands of a receiver. 

Q. What were the causes that led to the establishment of cotton mills at Denver?— 
A. I do not know; they were established before I went there. 

Q. Have they been successful?— A. I think they have failed once, but whether 
that was on the account of management or of freight rates I am unable to say. I 
think they are running now quite successfully. 

Q. Is their labor foreign born or native American?— A. Part of it is Massachusetts 
imported labor and the balance is native. 

Q. Do you know whether the labor conditions there were so favorable that they 
could establish the industry in spite of the high freight rates jirovailingon cotton?— 
A. Our labor conditions there are not advantageous to any manufacture. Wages of 
labor are higher than in most places. 
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Q. Have yon any knowledge respecting the rates on the raw cotton from the 
South?— A. 1 am not familiar with the rates on cotton. 

Q. How al»out tlio rates on Colorado hard coal, of which you have spoken. Does 
any of that coal come oast for domestic puiposes in competition with the hard coal 
of the anthracite, fields in Pennsylvania? — A. I do not know. 

Q. (By Mr. I'jiiij.ies.) Do yon have as good (|nality of anthracite coal as they have 
in the Allegheny Range? — A. Widl, 1 do not think it is as good as the best of the 
Pennsylvania coal, but it is ladder than a good deal of PennsN Ivania coal that I have 
UH<‘d. I mean a hard coal— anthracite. There is leally little difference in my esti- 
mation. I have used lioth. ' i 

Are there large iiuantities of authraeite coal there? — A. Tliey say there is (juili 
a good deal. They get out consubrable, and the\ say there is plenty Of it to be had 
in the mountains. 

(}. (By Mr. Piri.KY.) That hard coal might bo ]daeed in (Uiicago, 1 suppose, in 
competition with the production of the Pennsylvania tields? — A. That maki'S a long 
haul. 

i). Is th(', Rn])ply very large?— A. They say it is quite large out in the mountains 
in Itoutt County; and whore they .are aiile to get at it, there is abundance of it. 

Q. In the case of Kindel r. I'he Atchison, Topeka and Santa Fe Railway Com- 
pany, I liml that the Southern Pacific Railioad voluntarily accorded Denver Missouri 
Itivor rates on west bound Imsiness— but refuseil toammid it on <‘ast-boiind business. 
Does that diU'erencc still ]»revail ? — A. T am unable to state. 

Q. Aic th(‘ same rates in force on west-bound business? — A. To the coast? 

From Doiner (o the coast?— A. No; those rates wore to go into effect some 
time this month unless the,y weri' stojqied by the court. 

Will that allect business to any considerable degiee in Denver? — A. 1 do not 
think that it will. 1 am unable to stati'.. 

i), 'fills case which -was prosccuteil liefori' tin' Interstate Commen e ('ommissioii 
was decided in 1000, and the decision Avas apparcntl.v lavoiablc to tin' contention of 
Deincr. Has any modillcalion of lates by the railroads iollow'ed A. Not yet. 
'fhey w'cve to take elicct some tinm this month, as I ha\o stated. 

(.} In that case, then, t he recommendations of the Interstate Commerce Commission 
have lieeii actuall.\ elie.cti\ e?— A. Not until the courts ]>ass upon it ; until the courts 
have (le( idcd favorably to the Intel state Conimen e ('ommission’s repoit. Now it is 
a question whether the lailroads will jnit that into effect or carry it liighi'r. 

Ill other words, they are entindy independent of tlieso decisions '—A .'^o la' 
Aio the nieri’hants of Denver, then, I'avoralde to ll'e enlargement of the, |iow eis 
of the Interstate ('ommereo Comml^sJOli oi a leairangcment of apjieal to tho courts 
in such a way as to make its decisions elleetuo and binding at once?— A. Ves; we 
think the Interstate (’ommeiei* Commission might to iiave more pow or than it has. 

i}. Representing the Denver Chamln'r of ('<tmmeie(', w'onld you say that the pro- 
visions of the Culloni hill w'oro regaided as fair to both inteiests?— A. I am hardly 
familiar enough with the piovisioiis of the Cullom hill to answ^er that for the 
ehaml)(*r. 

'I’ako the provision enlarging the powers of the Interstate Comiiioree Commis- 
sion, giving It the power to ajiprove the rates ])iomulgatod in the first instance hy 
the railloads. Would youi <hamber favor smdi a iirovislon ?— A. I think so. I 
would ]iersoiially. 

Q. Would they go further than that and favor tho granting of jiower to promul- 
gate rates in the first instance?- A. 1 think not. 

Q What would be the objection ?— A. 1 tbink Ihe ownersliip of the railroads 
ought to have tho right to name tlieir rates in the first place, because conditions 
vary so materially that members of a eommis.sion who are not in the lailroad busi- 
ness would he unable to state what a rate should be. A rate that wmiild he consid- 
ered very extravagant from here to Denver would not he extravagant in Colorado. 

Q. Are tho rates tho same from the Fast into Colorado that they are from Colorado 
to tho Fast on the same commodities?— A. 1 think thi'y are. There may lie some 
difference in them, hut, as a rule, 1 thiuk tln-y are the same. 

Q. The statement has been made before this commission that you can sometimes 
transport commodities west hound over the transcontinental lines at very much 
cheaper rates than you can transport those same commodities hack to the initial 
point. — A. It may be so when there is a cut in rates, hut I think, as a rule, they are 
about the same, 'fliere may ho exceptions, too, in rejected or damaged goods com- 
ing back this way, that may be returned in a certain time at a half rate to the East. 
Tho rule varies materially ; so I do not think we could cover that by “■■'es'’ or “no.'’ 

Q. Are the transportation facilities in that country, as a whole, satisfactory to 
shippers in time and service?— A. They are very good, indeed ; thm-e is no oomjdaint. 

Q. And it is ])erfectly easy to obtain a settlement and satisfaction of claims?— A. 
We have very little trouble on tliat score. 

Q. Relations, then, arc generally Imrinonious?— A, Generally harmonious. 
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Q. (By Mr. Farquiiah.) In what sections in Colorado and elsewhere do you mar- 
ket your goods? — A. Wo practically cover all the State. 

(j. Is there much dilVcrence in the wages paid in Denver and in Chicago in boot 
and shoe inannlacture?— A. We do not niannfacturo any shoes in Denver at all. 

0. You job them entirely ? — A. Altogether. 

Q. (By Mr. A. L. Harris.) When would you have the hnding of the Interstate 
Commerce Commission go into eilect— direct from the finding of the commission, or 
should it bo merely the basis for a suit? — A. I think it should bi‘ direct from the 
commission, giving sullicient time. 

Q. Subject to appeal?— A. Subject to appeal, certainly; I think there should be 
ample time to take', the matter up. 

(). (By Mr. Ci.arkk.) In e.ase of aiipeal would >011 have it go into effect imme- 
diately or await the judgment on appeal?— A. I should tliink you would have to 
wait tor judgmeut on appeal. 

Q. (By Mr. Rirlky.) How about meeting the expense of prosecuting acasi'i in that 
way? In this leading case ])rosecuted by the Denver Chamber of (Commerce was 
that expense l onsidorable?— A. Yes; that was paid partially by the chamber and 
])artially by donation of Mr. Patterson, of the Rocky Mountain News, who took 
(luite an active interest in it. 

D. (By Mr. IhiiLurs.) 1 wish you would give us some information concerning irri- 
gation and water stoiagc. Have you anything prepared along that line?— A. No; I 
am not prepared to give any ])articular information. We would like to call the 
attention of the commission and would be glad to have you look over our conditions 
out there. 

(^. Have you a system of irrigation there now? — A. They do a great deal of irri- 
gating privattdy. 

(By Mr. I'AKcpuiAK.) Have you any public or national irrigation? — A. No; wi' 
have not. 

Q. (B\ Mr. PiHi.MRS.) Has th<! private irrigation been profitable and advanta- 
geous so far?— A. It has been very ailvantageous. Where they irrigate' tliey raise 
splendid crops. Tlu'v ha\e been testing the sugar-lu'et industry, and- that has 

E roven to be a gieat beet sugar country. 1'he Rocky Ford district i hum that they 
avo proilnced more saccharin and with a greater degret* of ]Hirit\ tlian any other 
place in the world. 

(). And that is done by irrigation? — A. Altogether; it givi's them a longer so son. 
Tliey say they can lun a sugar factory quite a good many da) s longer than they 
can in any other district, owing to the dryness and to their ability to iriigale. 
They ha\e now 8 beet-sugar factories running — I being constrin tt'd this summer — 
and thcyaie prepaiing for another. There is avast territory of splendid soil — I 
could not say liow many million aiTes; Mr. Harris may know better than 1 do. 
How many million acres are Iheio east of the inonntains? 

Mr. C. H. Harris. Millions and millions of acres, but the trouble is there is not 
water enough. AH the land is good, but I do not 8iippo.se a hundredlh ]>art of It is 
under hngatiou. 

(^. (By Mr. Phii.lii’.s.) Would you not have the water to irrigate a very consider- 
able portion of it? — A. People who are familiar with it say that with reservoirs in 
the mountains, that could hojuiilt easily by blocking the gullies between the moun- 
tains, we could irrigate a very considerable jiortion of it. Tliere is an awful snow- 
fall in the mountains, and it runs off rapidly. 

Q. Yon bavo quite an industry in raising cantaloupes? — A I'lie Rocky Ford. 

(^, Are they raised by irrigation? — A. Altogether. 

(}. I know they are 8hip]»ed East. — A. Wo get very little rain there at any time. 
Q. What crops chielly are raised l)y irrigation in your section? — A. In the valleys 
there is a great deal of wln'at,i])olatoe8, and hay, and a great deal of fruit. Ov»‘r in 
the Grande Valley they raise very goocl fruitj they do not raise much grain. 

(^. Have you agitated the subject of public irrigation by the State or Govern- 
ment?— A. It is only recently they have commenced agitating it. It has been agi- 
tated to some extent for quite a while, but not strongly; but now wo feel it is time 
to advocate it ])rotty strongly, especially since they have developed what beets will 
do there, and for a while they thought they could not raise anything hardly. But 
now tliat we have got water in and irrigated the ground we ilud we can raise almost 
anything out there. 

Q. Have you anythingto volunteer further that wo have not covered?— A. Nothing, 
I belii'vo. I am sorry 1 have known so little. 

Mr. PiiiLLii'S. We think you have given us a great deal of information. In behalf 
of the commission I desire to thank you for your appearance before us and for your 
very interesting and profitable statements. 

The Witness. If I have been of any benefit I am glad of it, and I thank the com- 
mission for their invitation. 

(Testimony closed.) 
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Washington, 1). C., April S, 1901, 

TESTIMONY OF MR. JAMES MORTON LANGLEY, 

Eepreseniing the Merchants’ Association of New York. 

The commission met at 10.55 a. m., Mr. Far<|uhar presiding. At that time Mr 
.[.allies Morton Langley was introduced as a witness, and, being tirst duly sworn 
testified as follows: 

(}. (I{y Mr. Fauquhau.) You may now give your name and address.— A. .James- 
Morton Langley, New York Life Huilding, New York. 

Q. Do you hold some ollieial position with the Merchants' Association of Now 
York? — A. You could seareely call it ollieial; that is, I have no title. I am directly 
in charge of trans])ortation matters for the- association. 

(^. How long has the Merchants' Asaociation been established?— A. Four years. 

Q. Of what class of busim-ss men is it composed? — A. All classes. It has 1,3(X) 
mmubiirs, and is not restricted to any particular <da8s; it includes merchants, manu- 
facturers, bankers, and itramilies gemually into all lines. 

i},. Have you au estaldished headiiuarters in New \ork Oity; .and if so, where?— 
A. New York Life Uuilding. 

Q. What is your form of member.ship, simply voluntary, or do you have a regular 
imanbeiship with annual fees, etc. ?— A. We have two classes of members; direct 
membeis and what we call associate members. 'I'he direct members jiay an annual 
foeof !f2r) ; the associate nnunbers pay mdliing. fln^ associate membersare distributed 
throughout the United States. 1 think there are thirty-odd thousand on our books 
to-day, 

Can you state brielly the aims of the association ?— A. Well, as stated it is to 
fostiT the trade and wellare of New York, but that is comprehensive enough and 
covers the giouiid. 

Q. Was it liroiigbt info beingon aecoiintofdiscriniinating ralesas against the city 
of New Yolk and dilVeientials in la\or (»f other i-itiesf— A. It became necessary 
tliioiigli the practice on the part of ceitain railw.ays to make cheaper ]>asHenger 
fariis from certain jioints to trade, centers. Take, lor instance, 8t. Louis. There is 
a certain tmiilory wliich is assumed to be tributai> to St. Louis as a market. The 
railroad introduced the system id' ('xcursion rates with the object of encouraging 
merchants to go to market T’liat was granted to wi-stern competing iioints, ami it 
naturally had an inlliumce in diverting trade liom New Voik. 'fake a merchant out 
in a small town, ami il the (picstion arises in his miml as to whelher he should buy 
goods in St. Louis, or Cuicago, oi New Yoik, thi' existence of these reduced rates 
Avoiild assist him in making up his mind which trade centei he would visit; and 
naturally .after having gone to that trade center the dealers there would probably 
sell him all the goods he would reipiiie. In ascnsethat w-asadiseriminatiou against 
New York. 

That was porhajis the main lea.son whv the Merchants’ Association xvas estab- 
lished. There are other discriminations, but the one I ha\e just riTorred to brought 
the m.atter to a focus and resulted in the creation of the a.ssociation. 

We have always taken the stand in New' York that if there were no discrimina- 
tions New Y'ork would stand, ligurativel_\ spe, iking, njmn its own bottom; and we 
havonever since w'c have been in existence asked a concession from a railro.ad. All wo 
ask is eijnality of oppoitunity. 

One of the first active steps taken by the .association was to try and have the rail- 
roads grant to Now' Akirk the same privileges that they were granting to other trade 
centers; that is particularly in eounection with this reduced rare matter. Instead 
of charging 2 full faros, the roads had charged in some instances a fare and a fifth, 
.and in other instances a fare and a third for the round trip. 

Q. Were Philadeljdiia and Hoston enjoying excursion rates at th.at time? — A. I 
think not, 

Q. New York competes quite as directly and severely with Philadelphia and Bos- 
ton as it does with iSt. Louis and Chicago, does it not? — A. 1 should say yes. 

Q. Then, in asking for discriminating rates in favorof New York, you ask to have 
an advantage over PJiil.adelphia and Boston, do you not?— A. We do not ask for dis- 
criminating rates. That is hardly a correct way to put it. We have taken the posi- 
tion that we would prefer to have this entire practice abolished. We have told the 
railroads time and again th.at w henever they were ready to stop that practice we 
would stand with them and assist them iii iloing it; hut so long as they would per 
sist in granting them to other ]d.aces, we asked to be put on a relative baais ol 
equality. I would scarcely call that asking for discriminating rates. 

Q. Do you not call excursion rates discriminating rates?— A. Yes; they are dis- 
criminating W'hen made in favor of some points and denied to others. 

Q. (By Mr. Fauquhar.) Was there any action on the part of Boston, Baltimore, 
or Philadelphia merchants to adopt the same plan that you have?— A. Yes. 
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They have had no snecms Jn 
lioston or Baltimore have had, hut 


itf-A. I aw not familiar with f/io sncct'ss 
Philadelphia at times has had the benetit ol'ihese 


saino rates. , i ^ , 

Q. you would say, then, that your plan was to abolish the adv antageous discrim- 
inating riitcH received by Chicago and St. Louis f — A. Ves 
Q. So that all would be put on the .same plane?— A. 7'hat is, charged the full 
tariff rate.s; we would prefer to see that. That has been our position from the lir.sf. 
In fact our jjosition is well known to the railroads. We have gone on record betbre 
them to that effect. 


Have you any foiinal statement to make to the commission; any tabulated 
statement of discriminations?— A. No; I have not I had started to prepare such a 
statement, but after reading it over 1 considered it was not comprehensive enougli, 
and I thought I had better first tiud out what sort of information the commission 
desires. 


Q. Have yon any fault to bnd with the freight clas.silicatinn, as now adoiitcd, from 
the North to the 8outh?— A. Yes. 


Q. Would you state that to the commission, and give! specific cases, if yon can? — 
A. Perhaps it might be well to establish a starting point by giving my idea of what 
a freight classification is. Of course, in the effort to s;\stematiy(‘ traffic, then! must be 
a .standard of some sort establislu d in order to groui» miscellaneous merchandise. A 
classification perhaps boars about tht' same relation to rates of fi eight that the yard- 
stick does to the price of cloth, for in.stance. or that the bushel imuisiire does to the 
price of a commodity. It is the gauge. 

The railroads havi' two systems of making rales. Oiu' of lliem is what they style 
“commodity rates/’ which covers traffic that moves in bulk, such asgrain or Hour and 
various other products. In miscellaneous freight they have ai ranged (! classes of 
freight rates. Under those d classi's they arrange, say, 15,000 or more separate items. 
That will give you some idea of Ju.st what an undertaking it is to jiioi»crl\ classify 
freight. 

Prior to the enactment of the interstate commeree law, which wont into etlect in 
1887, each individual line made its own elassitication. I think there were 138. As 
soon as the interstate-commerce law' wmit into effect it w'as found that in applying 
these classifications to the scale of rati's in e(f<*ct in numerous instances tlu'. long and 
.short haul clause was violated, lii the effort to get the rate.s in line, the railroads 
held a convention, and attimiptod to adopt a iinilorm classilication. That was found 
to be inexpedient, and thev W'ere only paitially sm cessful. 

file United States is arbitrarily divided into territoiies. Th(' territoiy from New 
Y( rk to Chicago and north of the Ohio h’iver is what is known as the Oflieial or 
'frunk Line territory; east of the Mississippi, but south of the Ohio, is what is 
known as the Southern toiritory; west of Chicago is what is known as the We.steru. 

After this convention three classilbaition committees undertook to classify the 
freight that is inovml in their se))arate territories There was very little complaint 
trom 1887 until .lanuary 1, ItKM). 

At that time the Official classification committee made w holesale advances in their 


classification without any notice to shippers. They advanced in class 818 items out 
of the 3,000 in their merchandise list. Taking the scale of lates from Now York to 
Chicago as a basis, those advances represented an avmage increase in the rate of 
fi eight of 35.5 per cent. 

That was fidlovved by the Western classification committee on .January 25, 1900, 
advancing the rates on 240 of the items in their list. The percent of advance in 
this instance, using Chicago-Missouri River rates a.s a basis, was on an average 47.4 
per cent. 

Following that again, the Southeiu classification committee on February 1, 1900, 
advanced their classification. Out of 2,1500 items in the Southern classilication they 
advanced two-thirds of them, ranging from 150 to 50 ])er cent. 

As I have said, that was suddenly done, and the railroads did not seem to take 
into consideration the fact that merchants are in the habit of making contracts 
ahead based on existing rates, and the elfoc.t of that is apparent. If sou make con- 
tracts to deliver goods, and your freight rates are advanced, it simply moans that 
you lose the difference betw'een the advanced rate and the rates that were in effect 
when you made the contract. 

The Interstate Commerce Uommission had their attention called to the matter, and 
in December they held a .session in Washington to investigate and find out what 
might be done to prevent the railroads from putting the rates in effect. There does 
not seem to be much iiertainty as to whether the Interstate Commerce Commission 
has control over matters of classification. The investigation finally assumed the 
shape of having the matter drawn to the attention of the Attorney-General of the 
United States, but after considering the matter, ho came to the conclusion that there 
was no ground for interference by him. 

It then seemed to be a (j^uestion as to whether the railroads and shippers could not 
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jiet together and jointly agree on some basis that would be satisfactory to both. In 
I espouse to a suggestion to that effect, the Official classification committee mot wilh 
the Hhipj)er8 and subsequently modified the advance, but they did not go back to 
the oriiiinal basis. 

Do you know whether the Attorney-General found that th(5 advance in the 
lales was justifiable?— A. I do not believe that he did find they were justifiable. 

0. Did the Interstate (!ommoree Commission, in their submission of the matter to 
the Attorney-General, call attention to the fact that they were exorhifant? Do 
you recollect that?— A. I am not sure as to how the case was ])re 80 iited b> the com- 
mission. I think, however, lhat the position taken was that the action ot these 
conmiitteos was in defiance of the antitrust law; in other words, that they had come 
togct her by joint agreement to make these advances; but the Attorney-tfeneral did 
not seem to take that view of it, or, in any event, he decided that he could not 
interfere. 

(^. Was the position taken that it was a (juasi conspiracy as against the spirit of 
the inteistate-commerce law?— A. Yes; that is the idea. 

Q. (By Mr. A. L. IIahkis.) Did yon file a complaint with the Interstate Commerce 
Coimnissioii sotting forth tin; disabilities that your association was laboring under?— 
A. Our association did not do that; but I think there were a hundred-odd com- 
plaints filed in connection with this matter. 

Were they (iver investigated ?— A. 1 do not believe a. formal investigation was 
over made; it vvais informal. 

Q. W'as any reason assigned for nof investigating the charges of the complain- 
ants?— A. Not t(t my know ledge. 

D. (By Ml. Iviri-KV.) Do you understand that the Inferstate Commerce Commis- 
sion has jurisdiction over classification or not? That is to say, could it entertain a 
complaint of this kind and pass iqion it? — A. I am of the opinion, from the way that 
the present law reads, that it w'oiild be uttorl,\ usidess for the Interstate (hnnmerce 
Commission to attempt to do anything, because the law seems to me to bo v ague. 
It hinges upon a iiuestion of reasonaldencss, and Ihcu’c is no pow^r that I have dis- 
coveied that c.m deteiminc w hat is reasonable and what is not. Of cours«' theie are 
two sides to the (iiiestion, but in the absence of any arbitrary ])ovver to make a deci- 
sion as to what is reasonalde and what is not 

0. (I}\ Mr. A. li. llAiiRi.s, intcirupting.) Do we understand there is a grievance 
here with no remedy? — A. That is it; yes. 

0. Kitlu roil the paitot the Interstate Comni(*rce Commission under the iiiterstate- 
eoiiimeice. law or under the antitrust law ?--A. That is it. 

Now , theie is one point about this niatb'r, and that is that shifting or advancing 
Items in the classification has really the effect of advancing the rat»*s, so that the 
clasHiiicatioii coiniiiittccs— alt hough it is not generally admitted -really ])Ossess what 
is known as the lato-nuiking power. It is paitieiilarlv burdensome iqion merchants 
for the reason lhat wlimi they advance tln^ item fiom one class to another it is very 
dititieiilt to a.secriain just what the ultimate elleet of that isgoingto bo orhowmueii 
it will advance the rates. If they advance the scale ot rates thomselves it is a much 
simjiler matter for the mcrcliant to tell just what the cll'oet is going to be upon 
linn, d'hat is the direct method. B> using tin' other system of advancing it in the 
class, it is an indiiect method and it is hard to tell just what tlieelfcct is going to bo. 

Fnrtlicr than that, in making the classilication tho> have, certain classes lor car- 
loads— that is, tor nieicliandise that moves in carloads - and then they make the 
liiglicr cla.s.sification tor less than carloads. The effect of that is that shippers who 
Im^ ill large lots have, throngli that system, a tremendous advantage over merchants 
that (leal in smaller lets. 

Fiiitlicr tlian that, the system <d carload rates tends to estahlish what has been 
styled sjdicics of iii'lnoiii o or eommeicial basins. To illustrate that: if a merchant 
ill Now \oik wishes to make sales in territory that is nearer to Chicago than it is 
to New ^ork, it is [lossible through that divergence betwei'ii carload and less than 
carload rates, when applied to the scale of rates in efiect, for the (Chicago merchant 
to buy in carloads and distribute to that territory which is iicaier to him than it is 
to the niercliaiit in New York, bv leason of the lower rate of freight. If you ship 
tnmi New \()rk to Chicago at a low rate ol freight and, in distributing that carload 
shipment, then ship backward into this territory at a less than carload rate, the 
ultimate exjiense is less b> tliai system than if you sliipped in less than carload lots 
from New York to that tcrritorv . 

Q. (By Mr. Kipi.ky.) (build yon give an illustration of it that would make it 
definite? — A. 1 do not know that 1 could do that without a taritt*. 

i). Simply by naming cities without naming freight rates. Take some interior 
city ill Ohio or Indiana.— A. [Indicating on map.] Take for instance, Connersville, 
Iiid. A merclianl in Cliicago selling dr\ gcMuls, groceries, or hardware can get a 
lower rate of freight on goods purchased in the East in carloads and shipped from 
Chicago to Connersville in less than carloads, than a merchant in New York could 
ship in less than carloads from New York to Connersville. 
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Now, there is another effect in this manipulation of classification matters, and the 
illustration I have just given would also govern in this case. Take the Sonthern 
group of railways. If they are particulaiTy interested in building up Southern ter- 
ritory to the exclusion of 'merchants in the territory north of the Ohio River they 
can continue this practice of making such a wide difference between the carloads 
and less than carloads so tliat it would be utterly impossible for the outside mer- 
chant to make any sale whatever in Southern territory. They can build, so to speak, 
a wall around themselves. 

Q. You do uot mean by that that they exclude the wholesaler, not the producer 
hut the jobber?— A. That is it. 

Q. This whole question you are discussing concerns the jobbing interest, does it? — 
A. More i)articnlarly. 

Q. 'I’hat is to say, the goods might come originally from New York, but the ques- 
tion is whether the jobbing tiade would be located in New York or Atlanta, Chatta- 
nooga, or some other place of that kind. — A. That is correct. 

(^. (liy Mr. FAiuiUHAU.) There is one (piestien not made clear yet. Is it not natu- 
ral for the Southern railroads to build up their local jobbing trade as high as they 
can?— A. I think it is. Their selfish interests would inspire them to do that, you 
know. 

(^. Does not the same complaint that you make in re8]>ect to Chicago, St. Louis, 
Louisville, or Cincinnati, from a Now York standpoint, apply also to the Southern 
men in their great central markets? — A. Yes. It has always been onr desire to bo 
as impartial as we can in these matters. We rccogni/e the fact that the railroad 
operates both ways, and it may be that they are excusable for i)rote( ting their 
own int(>rest8. lint we do not like to have them go to extremes, as we claim they 
have, done in these classification matters. 

'riien, again, they exercise a power fre(|ucntly that is almost ecjuivalent to taxa- 
tion, and we are excluded from any representation whate\er. Their actions are 
purely arbitrary, and are governed liy their consciences solely. You might say, as 
Lord LTivo did in regard to his acts in India, that, consid<*ring his opportunities, ho 
had been very modest. 

Mr. Ci.AUKK. llis exact words were: Considering his opportunities, he was aston- 
ished at his own modesty. 

'I’he Witness. 'I'hat is it. 

Q. (Hy Mr. Kennedy.) You say you have no repri'sentation before those classifi- 
cation committees? — A. No; they are governed solely by the provision in the inter- 
state-< (unmcrcc law' w hich requires that if it is ]>roposed to advance rates there must 
he ten days' notice; if they are going to reduce the rates they are rcijuired to give 
thnio da.\ s’ notice. 

Q. When the change in classification is made you ma> appear before their class- 
ification committee and argue against the change?— A. Yes; we may ])reHciit argu- 
ments, but that is as far as we can go. Tliere is no power we can mvoki* 

Q. Are the changes never of avail in your interest?— A. They have been. The 
Southern classification committee is not so responsive fo argument as the others. I 
have made arguments before them and have covered the ground (piite fully, hut 
they have uot yet made any response, and that is a year ago. 'I'liey rnbd me out on 
the basis that my complaints were too general; but when yon consider that they 
bail advanced two-thirds of their classification, I do not see how anything else but 
a general complaint would cover it. 

(^. (By Mr. Ripley.) Would you specify exactly what some of the advances were, 
as done in the typewritten statement which you jirepared ? — A. Yes. 1 could pre- 
pare something and furnish it. It is my idea to find out just what the commission 
would like to have, and then 1 can be specific or give practical illustrations. 

Now', to be specific in regard to the Southern classification A eompai ison of the old 
with the new classification shows that since .January, 1900, 1,977 articles have been 
advanced in chiss out of a possible 2,000. They have, T think, 9 different classes 
of rates. They have more classes in the Southern territory than in the other terri- 
tories. Of these, 32 articles have been advanced from second to first class; 38 from 
third to second class; 69 from fourth to third class; 30 from fifth to fourth class; 
10 from sixth to fourth class, and 46 from sixth to fifth class. There are many 
instances in which advances were made from fourth to first and from third to first. 
In addition to that the classes which were among the lowest are beginning to dis- 
appear from the classification list altogether. They areelimiuating the lower classes 
and gradually advancing these articles from class to class. I'liere were 109 of the 
lower classes and commodity rates in the classification w hich governed prior to 
February 1, 19(K), and in the new classification, which went into elfoct on that date, 
there are only .58 of these left. In addition to these advances there ivere 75 new 
instances of discrimination made by widening the difference between the carload 
rate and less than carload rate. 

Q. (By Mr. Litchman.) I would like to know in some way whether these changes 
in classification apply exclusively to St. Louis or Now York or any other particular 



J. M. LAKGLEY: — RECENT CLASSIFICATION CHANGES. 86$ 

place, or whether they were general increases in classification to all places f—A. 
What we are discussing now is the classification that governs in the territory south 
of the Ohio and east of the Mississippi. The advances that were made govern gen- 
erally from all points. 

Q. Then they were not a discrimination against any particular point! — A. No, sir: 
except through that practice of widening the difierence between carload rates and 
less than carload rates. 

Q. Is not that a universal custom?— A. You might say that it is. 

Q. Is it not true that the carload rate is always lower than the broken carload 
rate!— A. Yes. 

Q. Is that of itself, then, a discrimination? — A. It would not be a discrimination if 
there was any fixed rule for the difierence, but the committees observe no fixed rule. 
For instance, in classifying freight they take into consideration the cost of handling 
and the value and the bulk and the inherent liability to damage. That is a generid 
practice. 

Q. Is not the classification lower on perishable than on unperishable goods? — A, 
That is what I say— they consider the inherent liability to damage. If there was a 
fixed standard as to just what the difierence should be, gauged on the cost of han- 
dling as between carloads and less thsin carloads, there could not be much complaint. 
It is undoubtedly true th»t it costs more to handle a miscellaneous lot of freightthan 
a carload ; but at the same time the railroa<ls have been in existence a good many 
years and they have a record of their business, and it ought not to be a diflBcult 
matter to establish a fair difierence based upon the cost of handling the carloads as 
compared with the less than carloads. They do not seem to have reduced their busi- 
ness to a system as yet for some reason. For instance, they have not yet gotten it 
down to the basis that the life insurance companies have. A life insurance company 
can (juote figures to cover almost any contingency, A railroad company ought to 
be able to tell Just how much more should be paid for a less than carload lot than a 
carload lot, and let that be recognized as a standard and let that govern. 

Q. Do I understand that whatever classification is adopted it applies equally to 
all 8hij)per8? — A. Yes; there is a provision in the interstate-commerce law (section 
10) that makes it obligatory on the part of shippers to observe the classification, 
and it affects all shippers alike. 

Q. Then where does the discrimination come in? — A. The discrimination comes in 
by making <i difierence between the carload and less than carload rates that is not 
justifiable. 

Q. Now, can you give some instance of that unjustifiable practice? — A. I think it 
would be better to let me provide that in an exact w.4y, too. I can hardly explain 
why it is imjiossible to do that with the information I have in hand. You musthave 
your exact scale of rates— tariff rates — which I have not got with me. I will willingly 
provide all those instances, but I must have the data so that T can figure it out at 
something like a mathematical calculation. 

Q. (By Mr. Ru’LKY.) Will you name a few specific commodities which were for- 
merly fourth class and mov«*(l up to first class, simply naming the classification, 
leaving the rates out?— A. I have in ray office a quite complete list compiled specif- 
ically mentioning these advances. I w;ould take pleasure in giving you a copy of 
tliat, and that w ould answer your question. 1 thought I had it included in this 
statement here, hut 1 find it is missing. 

Q. (By Mr. Kknnedy.) Well, ean you say whether the difference between the car- 
load lots and the broken lots is a very wide one, or whether it is wider than it should 
he, coiiKideriug the cost of handling?— A. Well, that has been our contention in 
most of these cases where the difierence has been increased. The contention was 
that they were not governed at all by the difference in the cost of handling it; it 
was merely an arbitrary advance, and, taking in consideration the results that are 
produced by that advance, w'o assume that it was intentionally done to exclude 
merchants outside of that particular territory — to give the jobbers in the Sooth an 
advantage over jobbers elsewhere. 

Q. (By Mr. FARguHAU.) Well, the jobber in Atlanta or any great Southern mar- 
ket there has an advantage, of course, in the carload lot in its original shipment, 
but in his distributions he has got to pay the Southern tariffs, just as the Northern 
man does ?— A, Yes, Nuw', there is another peculiar condition in respect to Southern 
territory— that is, that the Southern classification governs on interstate traffic all 
through that territory, hut the various States, through the State railroad commis- 
sions, have never authorized the Southern classification as promulgated by the South- 
ern classification committee. In the various States the old basis is still in effect on 
State business, and you can see what an advantage that is to the merchants of those 
States. They can distribute on the basis of the old classification, whereas the mer- 
chant outside must observe the advanced clarification. 

Q. Do you pretend to say that in the regulation of State traffic within the State 
that there are State boards that have power above that of the Interstate Commerce 
Commission, even of Congress?— A. Not over interstate traffic, but intrastate traffic. 

16a 65 
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Take, for instance, Mississippi. A merchant can buy his supplies on the basis of 
what is known as Southern claasitication and distribute in his State on a much lower 
basis of classification, whereas an outside merchant shipping to the point in that 
State is governed solely by the Southern classification, which is about 30 per cent 
higher than the one governing in the State, 

Q. (By Mr. Riplby.) You mean where he ships direct to the locality or direct from 
New York?— A. Direct Itom his own city to a local point. I attended a convention 
of State railroad commissions at Lookout Mountain last summer and they unani- 
mously agreed that they would not recognize this new classification. 

Q. Their policy, then, is distinctly to build up, of course, the jobbing business 
within their own borders?— A. Yes. 

Q. And those State railroad commissions are bound to look after that interest, 
whatever happens to the general Southern classification?— A. That is the idea. 

Q. (By Mr. Litcuman.) Have you any information that shows a comparison 
between the classification on the difterent lines of goods in this Southern territory 
with that of the classification in the Northern territory ?— A. Yes. I can illustrate 
that to you. I had started to make some remarks in regard to uniform classification. 

Uniform classification is a good thing to have, biit yon must take into considera- 
tion when you make your classification the scales of rates that are in effect. Sup- 
pose that we want to make the Official classification a uniform classification. The 
Official classification is made to correspond with a scale of rates, which are as fol- 
lows, based on the rate from New York to Chicago: 


Cents. 


First class 75 

Second class 65 

Third class 50 


( kmts 


Fourth class 35 

Fifth class 30 

Sixth class 25 


Those are cents per 100 pounds. Now, of course, in arranging their classification 
the official committee have in a measure been governed by that scale of rates. For 
instance, the committee know that, if they put ai. article in the first class it means 
that the rate from New York to Chicago would )>e 75 cents. They keep that in 
view. Well, now, take the same distance running South— New York to Atlanta, for 
instance ; the scale of rates is as follows : 

First class $1. 14 i Fourth class $0. 73 

Second class 98 Fifth class 60 

Third class 86 I Sixth class 49 

From this it is plain that there are three classes of rates in the kSouthern territory 
which are higher than the highest class for similar service in the territt)ry north of 
the Ohio River, Now, take tlm Official classification again. If an article is in the 
first class it is 75 cents, but if it is first class it would bo $1.14 going South, lor the 
same distance; so that there is no justice or equality in ap])ljing the classification 
universally, when there is such a wide difference in the scale of rates themselves. 

Q. Is that illustration typical of the whole Southern territory f— A. That is a fair 
illustration. 

Q. Of the difference for an e<]ual distance between the charge in the Official and 
the Southern territory ?— A. Yes; in the Southern territory they have always had 
an exceedingly high scale of freight rates. That has been complained of not only 
by commercial interests but by connecting railway lines as well. 

Q. (By Mr Litcuman.) Is it not true that the railroad facilities are very far 
superior in the Northern district than in the Southern?— A. Yes; that was true 
until very recent years. Recently there has been an era of improvement generally 
throughout the South in railways. 

Q. Do you think that the South even at the present time is comparable with the 
North in the development of railway facilities?— A. I do not think they are quite up 
to the standard. 

Q. Would not that have an effect on the classification and rate charge?— A. Yes. 

Q. If the expense of doing business is higher in the South, necessarily the price 
charged must ue higher?— A. There is another element to take into consideration 
tWe. too, and that is the fact that the return traffic from the South is quite light— 
that 18 , the traffic moving North. 

Q. (By Mr. Riplby.) How about cotton? — A, Well, that would not apply in cot- 
ton. That traffic would be pretty heavy, but that don't compensate for the dif- 
ference, for instance, between the quantity of coal moving in the North. The North 
has the coal Interest, the grain, flour, and heavy products that are raised in the 
West that keep their traffic up to a pretty high standard. 

Q. (By Mr. Litcuman.) How large a proportion of the cotton crop is shipped by 
water? — A. I can not answer that question. 

Q. Is it true that a large proportion of the crop is shipped to foreign countries?— 
A. Yes. 
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Q. Then that portion of the cotton crop would not enter into this calculation you 
are now making?— A. No; it would not move North; it would move, perhaps, 
South or East. That would be short hauls. 

Q. It would not enter into a comparison of rates between the Northern territory 
and the Southern territory necessarily? — A. No, sir. 

Q. Now, I want to return to the point which I am trying to bring out. This classi- 
fication and the rates charged under it apply to all consumers in the South, do they 
not? — A. Y(‘8. 

Q. Then whore is the discrimination if all in a certain territory are charged 
alike?— A. There is no discrimination in its application. The discrimination is in 
the way that the classification is — I do not hardly like to use the word, but it covers 
the point— nmuipulated. 

Q. You think the discrimination is between sections, then, to the detriment of the 
South ? Is that the point you desire to make?— A Well, 1 have made that claim. I 
don’t suppose it will be accepted as correct, but that is the way it looks to mo. 

Q. You think this alleged discrimination is to the detriment of the development 
of the South?— A. Yes; any restriction in action of that character I think is detri- 
mental. We have always taken the position there that the less interference and the 
fewer obstacles there are thrown in the way of development, the better it will be 
for the country generally. 

Q. You think that the pri<io charg4id should be sufficient to cover the cost, do you 
not? — A. Undoubtedly. 

Q. Have you gone into an examination as to the element of cost? — A. We can not 
get at it. 

Q. Can’t you get at it as well in relation to the South as in relation to the North? — 
A. We can’t get at it in the North. 

Q. (By Mr. Claukk.) Is it your contention that the changes in classification have 
been an indirect way of raising the rates?— A. Yes; there would have been very 
little complaint, I think, if they had advanced the scale of rates theinselves; that 
would have bi'en direct. There vas a time, perhaps, when th(' merchants were 
inclined to complain of fndght rates, but in later years they have reached a con- 
clusion tliat the rates of freight of itself is not so material as th(‘ universal applica- 
tion of it. They want everybody to be charged the same rate, whatever that rate 
might bo. 

Q. Then you think that the changes in classification have induced great confusion 
and ineciuality ?— A. Yes, sir. We have sometimes thought that while the railroads 
want to increase their revenues, they did not care to assume the responsibility of 
advancing the rates ; it might create too much of a furor, and they have adopted this 
other method, Avhich, to my mind, is e(|uivalent to taking a handful of pennies and 
throwing them in the air and letting them come down. 'I'hon there would bo so 
many heads and so nian> tails, and let that re, present the protest. They will have a 
great many protests. Other changes would not he noticed by people not aflected, 
and out of the tos^-np there will be a certain percentage of advances that will 
rmnain. That was brought to my mind by reason of the fact i hat after these advances 
were made, and nuinerons proti'sts were filed, eertain powerful interests had their 
]irotests recognized, and the basis of classitieation was put back to almost its original 
standard, while others secured no changes whatever. 

Q. vMy Mr. (tLAiiKE.) Then you think that a ehaiigo in the classification was linp- 
hazard and not scimititic? — A. That is it; and this method of making ohaugos bus a 
further advantage. Not all merchants are familiar with transportation methods, 
and jiartiimlarly some are unfamiliar with the etVect that the elassifieation has upon 
a freight rate. They know their races were advanced, but they do not understand 
just how it was done, and they might protest and finally forgot all about it. Well, 
it is that iioreenta^e that makes an advantage to the railroad poonle. Now, I sup- 
pose, in that classification of 2,600 items perhaps, conservatively, ono-third of them 
will eontiniio to remain as they were advanced, due to the fact that the merchants 
aft'ected have abandoned all hope of over securing a retnin to the original basis. 

Q- Ripi.ey.) Would you specify any recessions from this position of 

advance taken in respect to particular commodities? Do you recall any?— A. Yes: 
in the Southern classification I happen to recall from memory— coffee was advanced 
one class, both green and roasted. The green coffee remains as advanced, and the 
roasted coffee went back to the original basis. 

Q. What is the efi’ect upon the distributive trade of the Southern States as to the 
j ebbing of coffee?— A. Well, I do not think that question, as to the effect of jobbing, 
enters much. 

Q. Would it affect the place whore the coffee is roasted? Would it determine the 
center of roasting?— A. I am not positive, but 1 think it has that effect. 1 gness it 
is well understood that coffee is controlled by a trust— that is, roasted coffee— prac- 
tically a trust. Now, it seems singular to me that they should not go back to the 
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original basis of classifying green coffee, and yet saw fit to reestablish the old order 
of the classification of roasted coffee. How that was brought about 1 do not kuow. 

Q. But the return to the old basis was advantageous to» the coffee interests?— 
A. Yes; to the roasted-cofibe Interests. 

Q. It enabled them to crush out competition of other parties, or, at least, it might 
have that effect?— A. It might have that effect. 

Q. To crush out competition of persons in other parts of the country who wished 
to establish a local industry?— A. Yes. 

Q. Can you recall any other instance of that kind of a specific commodity which 
was advanced in the classification and then by virtue of strenuous protest was 
placed back again to its old basis? — A. That is the only article I can recall from 
memory. 

In checking over the official classification I noticed that a good many of the items 
that are under the control of these industrial combinations were not advanced at all. 

(). No attempt was made to advance them?— A. No. Take, for instance, paper. I 
also have a list in my office of that class of articles made by combinations that I 
would bo pleased to provide, if you think it wise. 

Q. In other words, you imply that by these changes in classification discrimina- 
tion between distinct producers can be induced without the giving of personal 
rebates or preferences? — A. Certainly. 

Q. In other words, that by a device by which apparently everybody is treated .al ike, 
there is nevertheless the effect of granting a definite discrimination to certain 
interests? — A. That is right. That is the reason I used that terra “manipulate.” 

Q. Can you specify any infinence of this kind at work in fixing any of the dry- 
goods or woolen classification? Has there been any chang** in the woolen classifi- 
cation ?— A. No ; dry goods is in the highest class now, the first class in the Official, in 
the Southern and a^so in the Western. There is what is known as cotton piece 
goods — that is in the lower class. That is supposed to be goods that aie made 
exclusively of cotton. Our organization had, 2 years ago, 1 think, endeavored to 
have the classification of cotton ])iece goods simplified. The classification com- 
mittee had attempted to subdivide cotton piece gootls in accordance with the list 
that they had established, and it made it very difficult to pack goods. We wished 
to have it simplified, and presented an argument, and they simplified it by advan- 
cing it in class. That is, for instance, they advanced it from a third to an inter- 
mediate class which they had established, which was 15 per cent less than s(‘cond. 

(^. Will you, by illustration from that classification, show how complicated the 
cotton 8eh(Hlule is?— A. Now, this is a Southern classification. 

Q. You may road a few of those items under the cotton schedule.— A. They have 
here calicoes, cambrics, cauton flannels, plain or dyed, canvas, checks, domestic, 
cheviot, and so on. There are 35 different terms of that nature that they have 
assumed to cover everything that was made wholly of cotton. As a matter of fact, 
most of these terms are trade names. For instance, you take teazle cloth. It is a 
patented name, a sort of copyrighted trade name; only one person can make it; and 
they have endeavored there to condense into these 35 terms at least between 2,000 
and 3,000 difl'erent styles of goods made of «;ottoii. I might say farther than that, 
that each year there is some new name attached to some product made of cotton, to 
make it attractive, and it is diflicult to tell just how to classify an article that is in 
reality made wholly of cotton, and that sells for the same price as some of these 
other products that they have included in this list. When a shipment is made, 
although it may be cotton piece goods really, the inspectors who are maintained 
by the classification committee will use their own judgment as to whether the goods 
in that shipment may be included under these 35 terms or not. If it seems to them 
that it don’t come under those 35 terms, instead of the shipment g<ung forward at 
the fifth class, it will be advanced to first. That was our idea in having that list 
entirely eliminated, and having the entire subject covered by the simple term of 
cotton piece goods. Then the question of trjiie names or terms would not enter 
into the proposition at all. 

Q. Are those 35 articles classified differently? — A. No; all in one group— fifth 
class. I am not very well posted on the dry-goods business, but I know that it is a 
most difficult matter to include under these 35 terms everything manufactured of 
cotton. 

Q. What would be the effect if a bill of lading was made up specifying calicoes or 
some other article, and in fact including in that package another one of those 35 
articles ;• would that be a misclassifi cation subject to shippers’ penalty?— A. Well, 
yes. For instance, if you had a shipment of cheviots and you had room in the case 
in which they were packed for a small quantity of what is known as dry -goods— that 
is, goods made partially of wool, which is first class, the inspector would raise that 
shipment up to first class even though 75 per cent was cotton piece goods. 

Q. That would amount to an advance in freight rates approximately of what per 
cent, 50 or 25?— A. That is contingent upon the distance transported. That is the 
reason why it is so difficult to answer oftnand a question that involves freight rates. 
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Q. But it would amount to a ve^ material advance in rates?— A. It minbtbe 
well for you to answer the question in the way you did for this reason— it will serve 
to bring out the fact that the percentage of advance which is marie by this manipu- 
lation of the classiiication is contingent entirely upon the distance hauled. That 

is, for instance, in some cases the same goods might he going to a point where the 
advance would he only 1 per cent, but if they were going farther the advance might 
he 30 per cent. 

Q. The shippers, then, would desire a great simplification of these different 
schedules?— A. Not only that, but as in the matter of classification, I have alwavs 
taken the position that while there might he reasons at times that the rate of freignt 
of itself should be advanced, after a classification is made, and made by men who 
are experts in the business, there is no reason I can see' for again disturbing that 
classification. That should bo a standard. When these classifications are made the 
questions heretofore have been thoroughly weighed, and there was a considerable 
length of time for the committee to act in, before they classified anything brought 
to their notice. After being experienced in that line of business for years, if you 
bring to them a piece of merchandise or a new production and ask them to classify 

it, and they do classify it after thoroughly considering the (juestion, I do not see 
any reason why that should be changed again. That should be just as fixed, as I 
said before, as a yardstick. 

Q. The protest of the Merchants’ Association, then, is not primarily that freight 
rates have been advaiu'tal, but that they have been perhaps unequally advanced? — 
A. Uneijually advanced and advanced in a way that adds Imrdens to the small man 
and the small shipper. You can always look for that effect if this indirect method 
of raising freight is going to bo continued. The small man will get the worst of it. 
That has Inani our expei ience in the past, and we expect to have more of it unless 
some way is found to sto]) it. 

Q. In your judgment, then, ought the classification for the country at large, or 
for the different sections of the country, to be drawn up by a representative body, 
including representation of the shippers and of the railroads and with jmblioity in 
the conferences, this classiiication then to be effective either throughout the United 
States, or through merely the Ollicial, Southern, and Western territory, as the case 
may be?— A. Yes. 

Q. And your protest is against a system by which discrimination, rebates, and 
disadvantages of various sorts are introduced indirectly?— A. 1 would not like to 
include the word ^‘reflates” in classification. 

Q. But it amounts to the- same thing? — A. Yes; it is a different means of obtain- 
ing the same end. 

Q. (by Mr. Claukk.) You speak of inspectors. Who are they, and by what laws 
or rules are they governed?— A. That is purely arbitrary, too. They have this 
classification, and naturally they are not going to trust to the honesty of the ship- 
pers to observe it. If it is not observed there is an opportunity of one shipper 
securing an advantage over another, if his conscience is elastic. Tor instance, if 
the commodity in which he is interested is leally fiist-class, and he marks on his box, 
on his case, something that comes under the fifth-class rate, he naturally makes a 
difference between the first and fifth class rates. But the railways maintain the 
system of inspection, and if they have reason to question a shipment they will open 
it and look it through and classify it in accordance with their classification. 

Q. Wh.it class of emjdoyces does this opening, inspecting, and reclassifying?— A. 
They are a separate and distinct class by themselves. I do not know from what 
source they draw them, but they are maintained at the expense of the various rail- 
road associations, and are under a chief inspector. They are stationed at transfer 
points. 

Q. (By Mr. Ripley.) Do they not have it in their power, if they were bribed or 
otherwise induced, to change the freight rates which parties pay?— A. Yes; and it 
is also possible for them to look the other way on occasion. 

Q. Is that practice known to exist to some extent? — A. Well, it is like a good 
many other things in connection with transportation matters. It is a thing that 
everybody knows, but it has not yet been proven. 

Q. Would it not be likely that the large, powerful, important shipper would be 
less severely treated by the railroad in the matter of inspection than the small ship- 
per who ships less frequently ?— A, Yes ; there are certain railroads who use that very 
thing as a method of cutting the rate. They, for instance, might instruct the 
shi]iper in New York, if he is agreeable, that he should misclassify his freight, and 
thereby get a lower rate of freight. 

Q. And they would instruct their inspectors to take no note of it?— A. I do not 
know that yi u can say they would instruct the inspector, but the inspector will be 
friendly with them. 

Q. (By Mr. Farquhak.) What would the other parties in the same business do in 
that case?— A. Well, if any other shipper could secure the facts they would probably 
go to law about it. 
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Q. But if the others secured the discrimination, would they go to lawf— A. No; I 
think not, if they were benefited by it. [Laughter.] 

Q. Now, you seem to make a charge of venality against inspectors. What reason 
have you to know— have you ever known of a case of venality on the part of inspec- 
tors of railroads? — A. I <io not know of any. As I said before, it is one of these 
things that everybody knows. 

Q. (By Mr. Clarkic.) Irrespective of the question of honesty in the administra- 
tion of this practice, let us see if we can't find out a little more about the practice 
itself. Is it a fact, as you understand it, that all the railroad (mm])anie8 employ 
inspectors at shipping and transfer points?— A. Not all r.ailroads; no. Tins railroad 
associations employ them. For instance, the trunk-line railways which govern 
transportation matters in the territory extending from New York to Chicago and 
north of the Ohio have their group of inspectors, the Western Railway Association 
have theirs, and likewise the Si)uthern. 

Q. Is it generally understoml among luercliauts that their packages of goods are 
subject to be opened by the inspeidors of the freight associations? — A. Yes, sir. 

Q. And compared with the invoices?— A. Not compared with the invoices; com- 
pared with the shipping receipt or the bill of lading. 

Q. Is there any contract in the bill of lading or any other paper that passes 
between the shipper and the railroad company which authorizes the railroad com- 
pany to open the ])ackages? — A. No, sir; they assume that right. 

Q. Do the merchants object to it?— A. No, sir; they do not. T should not think, 
to express my own opinion, it would be to their interest to object to it, 

Q. Is it common ])ractico among the merchants to ship in a lower classification 
than goods should honestly go into? — A. I sbouhl not think it would be right to call 
that a common jiractice. That is another thing I can’t state of my own knowledge. 
1 think that there is a record statement that covers that point, and 1 attmuled a ses- 
sion of the Interstate Commerce (Commission that was held in New York when they 
took up that very point. They bad the inspectors before them, and I think the chief 
inspector testified that that practice was going on. If I remember correctly, he 
gave the percentage of instances of which his attention had been called to. 

You saw the statement of the late (Jeorge K. Blanchard, made before this 
commission on that same subji'ct?— A. Yes, sir; I was present when he made the 
stafoment. He was (jiialified to speak; he had access to these records. I'liey keep 
records of cases of miselassilieation. The inspectors know just where to put their 
haiuls on parties who are given to that soKf of thing. 

Q. Do you understand that this matter of inspi'etion is in any w.ay regulated or 
provided for by law?— A. No, sir; I do not believe That it is provided for by law. 

Q. Would the inerclianfs feel better luoteeteil if it wi re provided for by law, the 
same as the inspection of imported goods by the Government is?— A. I think they 
would. Section 10 of the act to regulate commerce covois that point— that is, in 
regard to miselassification, and provided a }»enalty, but nothing is said in it about 
inspection. That seems to have been left to take eaie of itself. 

(i. (By Mr. FAUquiiAU.) Would not a railroad naturally have a right to examine 
any article for transportation on a road, provided it was in a hazardous schedule- 
gunpowder, chemicals, or anything else? — A. Well, they only accept those articles 
by special contract. They have a right to determine that before they accept it. 

Q. But you think they have no right to discover fraud at all iu transporting a 
first-class classifietl article for a fourth class? — A. 1 think they have aright. If 
they have not, they ought to have. 

Q. At least they exercise it?— A, Yes. 

(^. (By Mr. Clark k.) Do disputes ever arise between these inspectors and shippers 
as to the reclassification?— A. Yes; that is brought about by the difficulty of correctly 
grouping various kinds of merchandise or articles in a way that will correspond 
with the classification us promulgated. Take a variety of things, for instance, iu 
hardware. The shipment may he composed of a variety of different things, the 
classes of which do not agree. If you want to put that in one class, it is puzzling 
to know just how to properly group it and yet be in line of the classification. Fur 
instance, shelf hardware might be fifth class, pocketknives might he first class. If 
you have a package of pocketknives and shelf hardware, all of which is a small 
shipment, in order to agree with the classification, instead of making 1 package 
you would have to make 2 nackages. That is one of the things that is so disturbing 
to commercial interests. Their packers get accustomed to classification and suddenly 
it is changed, so it is hard to know how to group shipments again. It requires a 
man quite expert, and the packer must have a high degree of intelligence to analyze 
that clikssiH cation and comply with it in a good many instances. 

Q. Do you understand that these inspectors are employed on account of their 
expert knowledge of classes of goods?— A, Yea; they are supposed to he expert in 
classes of goods, and also particularly familiar with the classification itself and the 
grouping of various artiulos into one shipment. 
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Q. It is an arbitrary act on their part in transferring from one classification to 
another, is it not?— A. Well, they have got to justify themselves by the classification. 
Their actions at times are complained of. When an increased rate of freight is 
demanded through their act, it will quite frequently happen that the shipper will 
contend that he was right, and they will have to argue the point. 

Q. Would the matter be simplified and made clearer if each bill of lading was {>Tac- 
tioallyan invoice of the goods in the package?— A. They do that so tar as it is 
possible now, specify on the shipping papers what the shipment consists of. They 
do not include the whole invoice. 

Q. It is a matter of convenience among merchants, is it not, to put a considerable 
variety of goods into a single packing case sometimes?— A. Yes, sir; they do that 
for reasons of economy in their packing department, and also to comply with a 
minimum weight rule that these classification committees have in their classification. 
I will illustrate that : They have a rule which is to the effect that no single package 
of a small lot of freight of one class will be taken at less than 100 pounds at first- 
class rate, and in no case will the charge for a single consignment be less than 25 
cents. Now, the 8hip])er will endeavor, of course, to put as many goods as possible 
in the one case in order to get the benefit of the weight of the larger shipment, 
rather than pay a hundred-pound rate on a good many small cases. 

Q. Well, since these goods are to be inspected and possibly reclnssified arbitrarily 
in his absence, would it not be some protection to him and some aid to the inspectors 
if an invoice accompanied the bill of lading?— A. It might be. Yes, you might s^ 
it would be. It would be an open question as to whether the advantages would oli- 
set the trouble of making an extra invoice. 

Q. (liy Mr. Kiri.KY.) Suppose a jobber in New York is endeavoring to compete 
with a jobber, we will say, in Montgomery, Atlanta, or some point in the South ; do 
these jobbers in the South deal in a larger number of commodities than would a 
jobber in New York, as a rule? — A. Well, I should think not. 

Q. The jobbers in New York will deal with either dry goods or hardware, or some 
particular line of commodities?— A. Yes. 

Q. In some of these Southern centers are there not jobbers who job in a number of 
different commodities at the same time?— A. Yes; a sort of a general store. 

Q. Would not the jobber with the general store in that locality have a distinct 
advantage over his New York competitor, in being able to put together a number of 
commodities in small packages into a large case in shipping out to his customers? — 
A. The railroads object to that. They have a rule that covers that point also. 
“Shipments of property combined into package by forwarding agents claiming to 
act as shippers will only be taken when the names of individuals and final con- 
signees, as well as the character and contents of each package, are declared to the 
receiving agents, and such property will be waybilled as separate consignments and 
freight charged accordingly.” 

Q. No matter even if all boxed together?- A. If I understand your question, he 
will ship to a certain point to a number of merchants in that point and nave one of 
them distribute packages to the other merchants in that city? 

Q. I want to bring out this point, whether the jobber in New York dealing in a 
single line of commodities is on a par in competition with the jobber in a moderate- 
sized town in the South who may conduct a business in several lines of commodities, 
and who, in shipping from that small local center out to little towns round about, 
may combine his shipments into packages of more than 100 pounds, whereas the 
New York shipper, dealing in only 1 lino of commodities, could not afford to ship 
direct to the small country store ?— A. Yes ; the local jobber might have an advantage 
there. 

Q. And no railroad tariff or discrimination could affect that— that is, the nature of 
the business?— A. No. 

Q. (By Mr. Kknnedy.) I would like to ask you whether the increase in rates by 
this indirect method that you are speakingabout is justified somewhat on the ground 
of the genor.al prosperity of the country- that the prices of commodities are going up 
throughout the country and railroad rates should also follow?— A. That was the 
only reason assigned by the railroads for this advance. They claimed that the price 
of materials had advanced, and that for a long period of Years the tendency of rail- 
road rates had been downward, and that they were justified in making that state- 
ment. But those were the only reasons assigned for this advance. I took occasion 
to look into the earnings of railways to a considerable extent and, so far as the 
Southern railways are concerned, I found that their not earnings were 20 per cent 
higher— at least 20 per ceut higner- than they had ever been in the history of the 
roads. Yet they claimed that, because of the advance in the prices of materials, etc., 
they had to have more money. It did not seem quite consistent. It is a well-known 
fact that in transportation matters an increased volume of traffic produces great 
results. It seemed to us that the railroads ought to have been satisfied with that 
increased volume of traffic which produced that 20 per cent increase in their net 
earnings. There is another point that we do not seem to have touched upon yet. 
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Whereupon, at 12.55 p. m., the commission took a recess until 2 o’clock p. m. 

The commission met at 2.20 p. m., pursuant to recess. At that time the witness 
again took the stand and resumed his testimony as follows : 

(Witness, continuing.) There was one point that I think was not made sufficiently 
clear this morning, if, indeed, it was touched upon at all. The merchandise traffic, 
which comes particularly under these classifications, moves in smaller volume, of 
course, than what are known as “commodities,” such as ffoiir, coal, grain, and arti- 
cles of similar nature that move in carloads, and this class of merchandise pays the 
highest scale of rates. For instance, the rates on flour from Miuneapolis to the sea- 
board— that is, New York, Washington, and riiiladelphia— are comparatively mod- 
erate. When this classification was advanced the railroads by that notion placed 
almost entirely upon the merchandise classes the burden of the increase in freight 
rates, which tney claimed were required to meet the demands made upon their reve- 
nue by the increased cost of materials, etc. They did not at the same time advance 
the rates on the coarser commodities to whicii I have referred. That does not seem 
to us to be entirely equitable. If the railroad revenues required an increase for any 
purpose we can not understand why it is that the increase was not assessed upon 
the entire volume of traflflo moved. That seems to us to be in the nature of a 
discrimination, 

Q. (Ky Mr. Kennedy.) Is there any feeling among your people that the railroads 
favor the export traffic of the country as against the liome traffic and distribution? — 
A. They certainly do make lower rates on export business than they do on local 
business, but I do not know that there is any serious objection to that. That seems 
to be reasonable. 

Q. (lly Mr. Fauquiiar.) Do you know of any case where a through foreign rate 
there has been diverted into the local market in the East?— A. 1 can not state that 
specifically. In order to be specific about these matters you will have to have before 
you a complete file of freight tariffs, which show the scales of rates themselves. 
There are, perhaps, a hundred thousand or more of those tariff’s in existence, and it is 
like going to a library to look up certain information; it is almost impossible to 
carry it in your head. If you attempted to be specific off hand it would bo merely 
guesswork, and it is for that reason I made the reipiest that I should be allowed to 
insert those matters. I do know of such cases, but I can not at the present time 
state them specifically. I would like to look that up and ]»Tovide the information. 

I was speaking before of export rates. Take, for instance, flour; not for any 
special purpose, but simply by way of illustration. On flour from Minneapolis to 
Liverpool the inland rate is less from Minneapolis to New York than it would be on 
a shipment of flour to be delivered at New York locally and consumed there. The 
difl'erence, I think, is about 2 cents a hundred jiouuds. 

Q. (By Air. Clarke.) Did you notice the new's of this morning that the flour mills 
in the Pennsylvania district have consolidated, with a view to coiiqa ting with the 
Western mills for the export trade? — A. I did not see the news. I have knowui, in 
a general way, that such action was contenqdated. With the exception of two the 
Western mills at Minneapolis, Duluth, and Wi^st Superior are now consolidated. It 
is in llie direction perhaps of creating a trust, but my own opinion is that a trust, 
as applied to tlie manufacture of flour, is an impracticable thing. 

Q. I uuderstood you to indicate that, in your opinion, there is no particular objec- 
tion to a through export rate from the interior of this country and the far West, 
half way across the Continent, and then across the Atlantic Ocean.— A. I had better 
qualify that by saying that I do not believe it is proper to export the raw material 
in that way— for instance, wheat— because the ultimate effect of that is to deprive 
the home manufacture! of the opportunity to get the profit in the manufacture of 
that staple. The effect of making what you might term exc- ssively low rates on 
wheat seems to i>e working in favor of the foreign miller as against the home miller, 
with whom the home miller has to compete in the foreign market. 

Q. You are aware, I suppose, that there are through import rates to the interior 
of our country?- A. Yes. 

Q. And that these are lower than the rates for shipment from certain manufactur- 
ing centers in our country, like Pittsburg, to certain distributing centers, like St. 
Paul? Do the merchants of New York object to that?— A. I would not say that we 
would object to it. It is a most difficult thing to answer that question in an intel- 
ligent manner, taking into consideration the conditions as they exist. The principle 
that seems to underlie or seems to govern the prom ul '.ration of freight rates is in 
favor of the longest haul. There is not any relative equality as between the rates 
for a short distance hauled and a long distance. For instance, if a shipment origi- 
nating in Liverpool is destined to Chicago the conditions would seem to be beyond 
the control of any influence, dictating that the rate from Liverpool to Chicago shall 
be almost as cheap as the rate from Liverpool to New York. 

Q. Which, in your opinion, has the greater power in fixing these through rates— 
the railroad or the steamship companies?— A. If there is any advantage in the matter, 
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it probably lies Avith the railroads. Tbo inland rate, I think, has a ;;reater iunneuce 
over the through rate. 

Q. Apparently a through rate of that kind is a discrimination against the doinestio 
producer and the domestic distributer or merchant. Now, can you tell us what 
offsets of an advantageous character there are to that!— A. No; I can not. 

Q. (By Mr. Rii*lky). How does that affect the competition between Jobbers in 
Chicago and in New York! Is it possible that lobbing merchants in Chicago can on 
a low through import rate reship their commomties and comjiete with you in terri- 
tory which otherwise would bo tributary to ew York f— A. Yes; they do it. 

Q. Will you explain further about that, as to the nature of that competition? — 
A. For instance, Marshall Field A Co., of Chicago, will sell in territory that is 
within 50 miles of New York the same kinds of goods, bought, ])crhaps, in the same 
market abroad, that the New York Jobber will buy. That docs not seem to be 
reasonable on its face, but it is a fact nevertheless; and in tr} ing to discover the 
reason for it we can only reach the conedusiou that it must be tlirongh some advan- 
tage in the matter of the through rate. 

Q. In other words, do > on mean that the whole through rate to Chicago, jilus the 
local rate from ('hicago back to the point of destination, is less than the rate which 
the New York merchant will )»aj' irom the foreign point to New York ami from New 
York to destination?-- A. That is it. 

(Jl. Does tliis affect the nature of the commission business .as distinguished from 
the J(dibing business? Will you ex])lain the difference between those two if there 
beany? — A. Well, as I understand the commission man, ho is an intermediate or 
third party th.at does not invest his capital directly in the business, nor docs he 
carry an e,\tcn8ivo stock of goods, lie has what they term accounts with certain 
mills, and, in a sense, is their selling agent. Dn the other hand, the Joliber buys his 
goods outiight, takes his chances of whatever element of risk there may bo in con- 
ducting ordinary business; he is under the expense of maintaining a store and hav- 
ing his capital locked up a certain length of time, and the circumstances surrounding 
him are entirely different. There is one difference there that is very signilicant. In 
the commission business it is possible to ship from the mill to the buyer in, say, 
Central or Western territory direct— only one haul and one expense of freight rates. 
With the JoblnT, he has two hauls and the e.\]>euse of jiaying freight twice— that is, 
in the accumulation of his stock and in the distrilmtion of it. 

Q. In other words, the Jobber iiays the shipment from the mill into Now York, 
the goods being unloaded, and then he ]>ays another shipment from that point out 
totlio consumer?— A. Yes. 

Q. Or to the geiu'r.al store which sells to the consumer? — A. Yes. 

0. Would it be to the interest of the railroad to ioster the Jobbing trade, then, in 
order that it might retain 2 hauls instead of 1 ?— \. It luiuht look so on its surl'ace, 
but when you consider that railroads seem to be favoring large shipmonts and large 
shippeis, 1 think the. reverse w'ould be the case. You might think that the railroad 
wonhl rather have a man pay freight twice, but thetremlof things indicates Just the 
opposite— that their interests lie in the diiection of doing business in large lots. 

Q. In other w'ords, do you moan to im])ly that the industrial combinations which 
inanufneture in difl'erent parts of the country are shipjiing direct to the consumer 
and eliminating the Joltber? — A. Yes. 

C^. And that l ailroads are assisting in this transformation by tlu' distinction which 
they make between carload and less than carload lots, or in other ways? — A. Most 
decidedly, yes. 

Q. The increase, then, in the Southern classification in the proportion of distinction 
between carload and less than carload lots is directly in line wit h this tendency 
which has been indicated? — A. Yes, that is the case. 

Q. How does this affect Now York as a distributing center or as a center of Job- 
bing trade?- A. Well, now, I scarcely like to deal with family secrets. We will put 
it this way; a few years ago there vvere 28 dry goods jobbing houses in New York, 
to-day there are 4. 

Q. Does that necessarily mean that the 4 may not have the control of Just as large 
a volume of business as the 28 formerly had?— A. I think not. 

Q. In other words, there has been a jiroportionato shrinkage in the amount of job- 
bing business done from Noav York? — A. Yes. 

Q. Has there lieen any compensation to Now York in return for that? — A. Not to 
my knowledge. 

Q. Is that typical of other lines of industry, so far as your information extends! — 
A. Yes. 

Q. What is the ultimate effect likely to be! — A. The elimination of the jobber as 
a factor in commercial affairs. 

A. This will tend to lessen the importance commercially of many of the large cen- 
ters in that respect?— A. In that respect, yes. 
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Q. (By Mr. Kknnkdy.) Does that mean the removal of one item of cost between 
the producer and the conaiimerf— A. Possibly. It means a closer connection between 
the producer and the eonsuiner, and naturally that will have a certain economic 
effect. 

Q. (By Mr. Litchman.) How far is that condition of affairs the result of the 
growth of the department store?— A. That has an influence as well, and the intro, 
auction of trolley lines, and the maintenance by department stores of their free- 
delivery systems. 

Q. And the mail-order system also?— A. Yes. 

Q. Well, would that not be a very large factor in the elimination of the jobber? — 
A. That competition could probably bo met if it were not for this matter to which 
wo have been referring here of the difference in freight rates. 

Q. Is it the custom of the department store to deal directly with the manufac- 
turer?— A. Yes; as I once heard it expressed, the department store does a retail 
business in a wholesale way. That is a paradoxical expression. 

Q. That is exactly it, however. You think, then, that this discrimination in classi- 
fication and otln-r ways that you have described is the principal factor, do you ?— A. 
I do ; yes. That is the basis ; that is the starting point. The existence of the depart- 
ment store simply omjihasizes and exaggerates it. It puts the Jobber, as the jxpression 
goes, between the devil and the deep sea. 

Q. llow long ago was it that there were 28 jobbing houses in New York?— A. I 
was trying to lix the date in niy mind. I will have to answer that afterwards. 

Q. By these jobbing houses, do you moan jobbing houses connected entirely with 
the domestic trade or with the foreign trade, or both?— A. Both. 

Q. So far as you ha\ e obsei ved, how far has this elimination of the jobbing interest 
been afi'ected by the change in the tariff system of the United States?— A. 1 am not 
familiar with that pha.se of the question. 

Q. Do ^ on know w hether these jobbing houses were at some time agents of foreign 
mannfacturer.s?— A. They might be in some instances, but those are exceptions. 
They are a different class. They have their own agents solely. The foreign bouses 
in many instances have their own rei»re8entatives here. 

Q. If the market formerly occnjiiedby them has been absorbed recently by domestic 
manufacturers, that also would be a factor in the elimination of the jobber to that 
extent, would it not?— A. Yes. 

Q. (By Mr. FAiiquriAK.) What is the difference lietween the profits of the jobber 
and the commission man?— A. I am afraid that I can not answer that question. I 
have never been in the mercantile business myself, .and J am not posted in reference 
to it at all. 

Q. Well, then, in the elimination of the jobber the expense attendant on the whole 
jobbing trade i.s eliminated as between the manufacturer and the distributor?— A. 
Yes. 

Q. Would yon generally say that that conduces to cln‘.aper goods to the con- 
sumer?— A. 1 should think so. 

Q. Is it a fact that most of those large department stores, like Siegel, Cooper & Co. 
and Wanamaker and others, take the entire jirmlnct ol mills and disjiose of it with- 
out the interposition of either the jobber or tlie commission man?— A. 1 think that 
might he true. For instance, I have noticed that .John Wanamaker is handling the 
output of the Chickeriug ])iano fac,tor> ami one or two others There is another 
point— about the effect of the coinmuni\v of interest. 

I scarcely know how to present th.i. in a simple way. We had better start off 
with the idea that it is assumed that eomjietitiou among railways is a benefit to 
ccmmercial interests, Th.at may have been true to some extent, but after New York 
has suffered so much from the comjietition of other trade centers, many of which 
had railway lines that were interested iu building up ihese centers, we have come 
to the conclusion that competition is not so beneficial after all, and we look to this 
so-called community of interest to eliminate a great many of the complaints that 
we have heretofore had. And we take a broad view of it— that the interest of cer- 
tain railways to their local territory will not he so great as it was heretofore; that 
by grouping these railways together there will probably be no such thing as a local 
interest to a railroad, and that, because there i.s no local interest to a railroad, they 
will not favor one point at the expense of another, and they will put them all on a 
basis of e(]uality. 

Q. (By Mr. Kipley.) Has New York suffered in the past specifically by the oper- 
ation of such causes f— A. I might say that New York has beeu discriminated against 
for 20 years in the scale of rates iu force east and west. Boston is in the same fix 
as we are in that respect. Beginning at Boston and down to Newport News, there 
is in existence what is known as n differential scale of rates; that is, take a com- 
mon point, Chicago, the difference in the rate from Boston, New York, Philadelphia, 
Baltimore, and Newport News is about 2 cents per hundred pounds. 1 will make 
that speoifio when I get my scale of rates. That, of course, is a discrimination in 
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favor of the Southern porta on buBiness originating in Chicago, or originating at 
the seaboard and moving to Chicago. 

Q. Does that apply to west-bound businessf— A. Yes; it applies east and west. 

Q. Do you understand that there is a differential, then, by which New York is dis- 
criminated against in shipments to Chicago f— A. Yes. 

Q. West bound as well as east bound f — A. Export and import. 

Q. On through export aiid import rates?— A. Yes. 

Q. And on business originating at New York ? — A, On business originating at those 
points. Take the same illustration I have used. Hour. Baltimore gets the ilonr from 
Minneapolis for about 5 cents per barrel less than New York gets the Hour Irom the 
same point. 

Q. But in the opposite direction does it cost New York more per 1(X) pounds in 
shipment of merchandise than it costs Philadelphia and other cities?— A. Yes. 
i}. Is this a subject of ngreeinont between the railroads? — A. Yes. 

Q. Practically a pool? — A. Well, that went into existonoe before pools were ever 
thought of That was a question that was submitted to arbitration at the instiga- 
tion, I think, of the Now York Central and Pennsylvania railroads, and a commission 
was a])])ointcd which consisted of Allen C. Thurman, ex-Senator Washburn, and 
Judge Cooley ; and they investigate<l the <|ne8tion and made that recommendation, 
and it has been in force ever since. I think that was 20 years ago. 

Q. Have the organized merchants of New York attempted at any time to induce 
the New York Central to break that agreement and to give them as low rates to Chi- 
cago us Ballimore and Philadelphia secure?— A. The merchants were opposed to it 
at lirst, but I think when they rollected that that condition of things was practi- 
cally forced ujion the New York Central to jirotect its earnings, they ceased to make 
strenuous conqdiunt about it. It was inactically a blackmailing scheme on the part 
of lines competing with the New York Central. 

Q. By that do you mean that the railroad rates are made by the circuitous roads 
rather than by the most direct and best e(|uippod ones?— A. Yes. 

Q. (By Mr. TuT('ii>fAX. ) What is the rate to Boston as compared with New York? — 
A. Boston, I believe, takes a rate of 2 cents per 100 iiounds higher than to New 
York. 

I'Toiii New York?— A. Y’es. 

Q. TJien Boston is worse off than New York in that scheme of discrimination?— 
A. In domestic business it is, but in export liusiness it takes the same rate. There 
is a diOerence made there to e(|ualize— to put Boston on the same basis as for as 
exjiort. 

(^. (By Mr. Kii’LEy.) What is the reason of the special advantages which Balti- 
more and Newport News have enjoyed under this system?— A. Well, the only reason 
that can he assigned, perhaps, is that it represents the price of peace as among the 
lines to the seaboard. 

Q. Have the nuTchants of New Y'oik any remedy to suggest for this discrimina- 
tion under which they labor in competing with the Western territory?— A. The only 
one that wo could suggest would be for the New York Central to break away from 
the agTecnient and insist that rates Irom these seaboard points or to and Irom these 
seaboard points should bo the same. 

Q. (By Mr Clakke.) New York merchants have the benoiit of the competition of 
the trunk lines so far as there is competition, do they not?— A. If there was any 
competition wo Avonld probably get the bonelit of it; but I question very much if 
there is any. 

q. Do not large fjuantities of Iroight to and from New York pass over the several 
trunk lines?— A. Yes. 

Q. Do you mean to intimate or say that competition in entirely eliminated by this 
differential rate that has been agreed upon?— A. It has practically that effect. ‘lam 
speaking now, of course, of what is publicly done. As I remarked this morning 
there are some things that everybody knou s, hut that have not yet been proven, and 
I Avould not want to go into the question of what is not done openiy. 

Q. (By Mr. Riplev.) Have you reference to the Eastern Trunk Line Association 
m speaking of this agreement, or is this broader than the agreement of the Eastern 
Iruiik Line Association? A. No; all the roads concerned in that are members of the 
Trunk Lino Association. 

Q. Does the Eastern Trunk Line Association cover the Norfolk and Western and 
Chesapeake and Ohio? — A. Yes. 

Q. (By Mr. Farquiiar.) Were not these the differentials made by the arbitration 
board?— A. Yes. 

Q. They were agreed upon by all the railroads?— A. Yes. 

Q. Agreed upon by the Interstate ('onimerce Commission? — A. I do not know 
whether the Interstate Commerce Commission has indorsed that or not 
Q. That it was a fair differential at that time under the conditions ?-A. At that 
time, yes; and I believe that the commission stated at the time they rendered the 
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decision that they did not expect it to he operative perpetually, that conditions 
raight arise 

Q. (Interrupting.) Since the establishment in these Southern ports of regular lines 
between the United States and Europe, has not that lessened the New York trade 
itself!— A. Oh, most undoubtedly. 

Q. Just on direct shipments!— A. Most undoubtedly. 

Q. Well, have not also your terminal charge.s in New York had a great deal to do 
with the ditierentialf— A. It is claimed that that is true. Personally 1 have never 
thought that they had much to do with it. 

(^. Would not the same rule hold ^ood of your transfer charges in New York as 
they would in llutfalo, in respect to diverting it by the Canadian lines!— A. Yes. 

Q. In other words, do you think it is a rule of business, without any sentiment or 
any feeling about the thing, that commerce takes the cheapest route, as long as it 
is feasible and safe? — A. Commerce follows, as they say, the line of least resistance, 
and always will do so, I presume. 

Q. (By Mr. Kknnedy.) Is there a ]»robability that by means of this community of 
ownership of railroads, or consolidation, these dilfcrentials in favor of Baltimore 
and Newport News will be done away with? — A. There is a possibility that that 
will be brought about, I think. 

Q. Through those means?— A. Yes. 

Q. (By Mr. Ripley.) If this community of interest ])lan does not extend to all the 
trunk lines, but separates them into two great groujis, might it not be possible that 
warfare of a very exaggerated sort might arise between the two giant interests? — A. 
I think that the method of settling those questions by so-called warfare is a thing 
of the past. I would rather take the other view of it. If tlnue were two giants 
they would embrace each other. They would do practically what was done in the 
steel business. There wore two strong lines then*— I do not mean lines of railway 
now— that crossed one another, and the way out of the difficulty was to consolidate 
them. 

Q. (By Mr. Kennedy.) How do the merchants of New York view the railroad con- 
solidation which 18 going on as aifecting their interests or affecting the increase in 
rates that has come about in the way you descriiief— A. We have never objected to 
direct iiicreasi-s iu rates. We are more particularly interested in the (piestion 
of having each merchant or each shipper secure the same rate, so that there shall he 
no advantage— there shall be no commercialism in the late of freight. That is, dif- 
ference in the rate of freight practically has the effiect that a man who is securing 
an ad\antage iu the rate of freight and using it iu his business is simply using as 
capital money that rightfully belongs to the railway. He has that much added cap- 
ital in his business if ho has an advantage iu the rate of freight, and he is getting 
that right out of the railroad treasury, and also at the expense of his competing 
merchants. 

Q. Many transportation experts and some railroad presidents have said that the 
great cause of eouiplaiut was not that the rates were high, but that there was dis- 
crimination between individuals, etc., but now that there is stability of rates and 
no discrimination. We have a good deal of testimony to that etl'ect. — A. I do not 
think they have exactly reached that state, of perfection yet where there is no dis- 
crimination and no secret rebates; but 1 expect this community of interest to 
abolish— perhaps entirely abolish— all those practices; for, as 1 say, there will be no 
longer nny reason to put out these inducements. Tliey are bound to get the busi- 
ness— that is, by close community of interest they are hound to get the business. 
There is no reason why they shoiihl seek it or try to induce it by any secret practices; 
it would be against their own interests. 

Q. (By Mr. Ripley.) Would yon speak of the combination between St. Louis and 
Chicago and against New York a.s applied to the great central territory of the United 
States?— A. Do you mean the relative possibilities? 

Q. The relative importance as distributing centers. Is New York holding its 
ground as a distributing center throughout the middle west as against Chicago and 
St. Louis?— A. I will have to say no to that question. 

Q. Your protest as I understand it, representing the Merchants’ Association of 
New York, is that the freight rates and classification recently put in force tend to 
hamper the extension of New York’s influence in the Southern States?— A. Yes; but 
it likewise hampers iu the same way Chicago and St. Louis; that is, this particular 
matter of classification. 

Q. Is there then no competition as between New York and Chicago for this South- 
ern territory?— A. Oh, yes. 

Q. What form does that competition take, or what is the nature of it?— A. It is 
the same kind of competition that exists anywhere else. The question of transpor- 
tation does not enter there. 

Q. Cun you ship from New York as cheap or cheaper into Atlanta as a merchant 
in the same line of business in Chicago?— A. If there is any advantage in the scale 
of rates itself, New York has it against St. Louis and Chicago. 
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Q. In other words, you can lay down goods in any one of the main centers of the 
Southern States cheaper on the basis of freight rate than the Chicago or St. Louis 
merchant can?— A. Yes; due to another agreement between railway lines that dates 
back perhaps 30 years. It was an unwritten agreement araoug all railroads that 
merchandise should enter the South from the East— that is, from her seaboard. 

Q. Do you mean that it was agreed that that was the natural inlet?— A. I do not 
know what brought about that agreement. I only know that agreement in a gen- 
eral way; I can make that specirtc too; I have a record. The idea was to exclude 
the Western lines from any participation in business that moved into the South from 
the West. That was the general effect of the agre<‘ment. Why that was done I do 
not know. 

Q. (By Mr. Clahkk.) Can you toll whether or not the Wabash or Illinois Cen- 
tral are parties to that agreement or understanding, whatever it may be?— A. They 
are all concerned in it. It was sort of a general agreement. 

Q. (By Mr. Rii*lky.) Does that condition prevail at the present time? — A. Yes. 

Q. How far would it be due to the effect of cheap water rates which New York 
enjoys through to Southern ports?— A. Well, if there are any cheap water rates 
from New York to Southern ]»oint8, I am not familiar with them. 

Q. Do yon mean that yon have no knowledge of their existence? — A. I mean that I 
do not think that they do exist. There is no competition between the coastwise water 
lines and the railroads. In fact, this very classification that we were discussing 
this morning, although it is designed to fit railroad conditions, applies via the steam- 
ship linos as well. 

Q. (By Mr. Kennedy.) Does the community of interest between the railroads and 
steamship lines bring tiiat about? — A. It is entirely community of interest; lean 
say yes to that, that competition between the coastwise lines and the railroad lines 
is more apparent than real. 

Q. The community of interest then is likely to deprive the people of the advantage 
of the cheaper shipment by water? — A. Yes, it will certainly do that; has done it, in 
fact. For instance, yon would naturally snpnosc that the influence of the lakes was 
of some signilicanee, but ever\ men handise line on the lakes is owned by the rail- 
roads. The same way with the Erie Canal, whiidi runs from Bnfl’alo to the Hudson 
River; there are merchandise freight lines owned by the railroads operating on the 
canal. 

Q. You recogiii/e, then, that it is at the present time jiossible to lay down goods 
from New York in the Honthern States cheaper than it is from Chicago or St. Louis, 
by virtue of this agreement?— A Yes; 1 said if there is any advantage east of the 
Mississipjd we, have it. 

Q. Is there any recent movement of the Western lines, such as the Illinois (Jontral 
and tlie lines from Chicago to the Ohio, intended to equalize those conditions? — A. 
That is a (luestiou that they can not govern foi theiiiMdves. The lines east of the 
Mississippi in the South refuse to cooperate or prorate with the lines west of the 
Mississippi. 

Q. How about th<i Illinois Central’s having a continuous line from Chicago to the 
South coast ? — A. If they attempted to take iiide]»ondeiit action, it would simply pre- 
cipitate, a rate war. 

Q. Will you speak of the peculiar conditions which enter into coinmen e between 
New York and San Francisco— that is, traiiscoutiiientah rat(‘s? — A. You refer to 
what is known as transcontinental freight rates? 

Q. Yes; is it possible for a Now York merchant to do business in California terri- 
tory in competition with Sau Francisco?— A. Yes. 

Q. Will you explain further?— A. 1 was going to refer to the fact that on business 
destined for California and the Bacilic coast there is anotlier classification in effect 
which is peculiar to that traflic. It is made in a difl'erent way from the Official or 
the Western or Southern. It is made by making groups and naming rates to cover 
groups rather than items — that is, ratlier than separate ilcms. There has been a 
contention by commercial bodies of the Central West, particularly Chicago and St. 
Louis, that the scale of rates and also the classificatiou in effect from Chicago and 
St. Louis was detriracutal to their interests. Chicago and St. Louis claim that the 
transcontinental lines are using this same difference between the carload and less, 
to exclude them from the Pacific coast territory. On the other hand, the Pacific 
coast jobbers maintain that Chicago and St. Louis have no right to do bnsiness out 
in their territory, and there is a case now before the Interstate Commerce Commis- 
sion in which that whole ({uestion is involved. It is of a rather complicated nature. 
For instance, a rate from New York to San Francisco, and from Chicago to Sau Fran- 
cisco, is the same. Chicago claims that because she is nearer San Francisco— and 
St. Louis makes a similar claim— the rate to San Francisco should be relatively less 
than it is from New York to San Francisco. 

As a matter of fact the rate from New York to Sau Francisim on transcontinental 
business is what should be properly styled a compelled rate— that is, a rate that is 
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not based on the cost of service ren'dcred, or distance hniiled, or anytbiug of a simi- 
lar nature. It is a compelled rate, because it is fixed by the rate by ocean trom 
New York around ('a]>o Horn and up to San Francisco. The correct po.sition, from 
a rate point of view, of Chicago to San Francisco is in reality the rate from Chicago 
to New York plus the rate from Now York to San Francisco. What the interests of 
Chicago and St. Louis seek is to have that compelled rate used as a basis aud then 
oblige the railroads to grade the rates from the Eastern seaboard to the Pacific coast. 
That would bring about this result: 'I'hat, instead of the rate being $1, for instance, 
from both New York and San Francisco, it would under a graded system be 76 cents 
from Chicago to San Francisco. 

Q. The rate of $1 being fixed as a ininimnm on the basis of Avater competition f— 
A. As a maximum. 

Q. Does the city of Denver make a similar contention that it is entitled to still 
less than the Chicago-San Francisco rate?— A. Yea; there is one of the difficulties. 
If the principle involved in the compelhal rat(^ is not n*, cognized and ])rotected, and 
this graded system of rates is introduced, you can at once see that with the rate 
from New York to San Francisco of to begin with, to grade that westward 
you would soon reach a point, perhaps after you left Denver, where there wmuld not 
bc! any rate to decide. You would bo carrying goods for nothing. 

Q. under present conditions a. jobbing merchant in Chicago can com]tete on even 
terms with one in New York in tho whole California territory ?— A. That is appar- 
ently true, but not wholly true for this reason. The Chic.ago nuTchant has against 
him tho rate that it origin.ally cost him to got his stock from the East to Cliicagn, 
which must be added to that late which In* must pay from Chicago to San Francisco. 
There is that much against him. 

Q. You have testified that the through export rate would be almost as low to 
Chicago as to New York. — A. Well, on imported goo<ls that statement which I have 
just made would not apply. I was spe.aking of a shipment oiiginating in the East 
aud rehandled by a Chicago man dealing in San Francisco. 

Q. (By Mr. Ci-aukk.) Do the New Yonc merchants generally favor the building of 
the Nicaragua Canal?— A. I do not think 1 am qnaliticd to answer that question. I 
would like to explain that our associaticui has nndertakeii so inneh tliat there are 
some matters wo have been eonipelled to ovi^rhudc. 'I'hat canal (piestioii, although 
of very great ini])ortance, w'e have not had time to take up as yi't; hut wo proiiose 
to do so. 

Q. (By Mr. Kennedy.) Do I iindenstaud you to s.ay that 3011 ludievo the ine(jual- 
ities and evils iii tin* classification, from your point of view, w ould ho cured Ity the 
combinations and consolidation of the railroads?— A. No; not f ho classification mat- 
ter. They seem in that respect to . have a<lopted a m‘W sNstciu of advancing rates. 
Wo do not know that they are going to continue to do it, but tliey have the oppor- 
tunity to do if they desire. There is not anything to restrain them. 

Q. What is it that will he cured hy consolidation?— A. Other practices. For instance, 
rebates or discriminations of other nature, particularly in the matter of s<aliiig rates. 

Q. You said this morning, I believe, that these dihcrirninations wliieh w ere effected 
hy the adv.aiices in classitieations were practically rebates, did you not?- A. I do 
not want to be understood in just that way. 'fhe idiui I wish to convoy w as that 
by manipulating tho classification there was an opportunity to accomplish the same 
thing as is accomplished by rebates. 

Q. You spoke this morning about some, classes of articles that wu ro not discrimi- 
nated against in these recent changes in classifications and mentioned paper as one. — 
A. Yes. 

Q. Do you attribute that to the influence of the paper trust, or to a fear of the 
influence of the iiewsp.ipers in case paper was advanced?— A. N»); that w'as merely 
an a88am})tioii on ray part that that was done. I arrived at that by checking from 
the list when the advances were made, and I was very much 8ur])rised to find that 
a good many of these articles that are controlled by these comhinatioiis were not 
disturbed; and naturally the <|Ucstion arose in iny mind as to why that should he, 
and the answer suggested itself. 

Q. (By Mr. Ripley.) I would like to ask whether there is any complaint about the 
regulations as to the style of package, as to the inako-up of freight in these diflerent 
classifications?— A. Yes. 

Q. Has the Interstate Commerce Commission any power whatever to prescribe 
such regulations as those of which you speak? Has it any supervision over classitica 
tion or the detailed regulations for shipment of freight, or in this matter are yen 
entirely at the mercy of the railroad? — A. Entirely so. Referring to that stylo ol 
package again. The Southern classification has a clause to this effect: ** Properti 
presented to carriers packed in so-called boxes or cases made from strawboard 
leatherboard, wood-pulp fiber, wire-split wmod, and other analogous inateriah 
incladed in wooden frames, will he charged 10 per cent higher than the classiflea 
tion provided for such property in boxes or cases.” 
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To illustrate that: A fiber box has a frame, or more correctly speaking, a crate, 
made of strips of wood to form the corners, and instead of wooden boards for the 
sides and bottom and ends and top, they use this fiber board which produces a case 
weighing very little, and which isquitostrong and waterproof. Naturally itis light 
in weight, and being light in weight makes a shipment made in that style of case 
weigh less than one shipped in a wooden box. Tuo railroad loses the freight on 
that extra weight, and in order to restrict the use of these liber cases which are used 
by milliners and merchants who ship the finer styles of dry goods, they make this 
discrimination, and charge 10 per cent higher rate on all freight shipped in these 
boxes. 

Q. Is there a similar complaint respecting discrimination as between barrels and 
boxes, or other arbitrary distinctions made by railroads against which the shippers 
have no remedy ?— A. Yes: in hardware thme are instances in which they charge a 
higher rate for goods nacked in boxes than in barrels. The railroads explain that 
by claiming that the snippers will put goods in boxes— particularly hardware, and 
if it is a high class hardware they will call it low class hardware, and thereby got a 
lower rate of freight. 

Q. The point 1 wish to bring out is simply this: Would the merchants welcome 
some extension of the powers of the Interstate Commerce Commission which would 
enable them to pass on the rejisonableness of such regulations as these, or such 
regulations as those of which the ones you mention are t\picalf— A. Yes; it seems 
to us that, in the absence of the privilege of representation by shippers on these 
classification committees, there should be at least a power lodged somewhere that 
could take up questions of tliis nature, ami detornmie what is roasonublo and what 
is just. It is entirely optional with the railroads now, however strong or meritorious 
your case may be, whether they will jmy any attention to it or not. Take this 
same southern classification committee. They have had arguments presented to 
them that we think ought to couviiicc anyboily, and they do not make any response. 

So far as our views in relation to that ((uestiou are concerned, I would like to read 
an extract from a statement I made at the commerce convention m St. Louis. We 
have taken this position, briefly stated : (1) “That the Interstate Commerce Commis- 
sion should consist of at least 8 members, among whom shall be lawyers, railroad 
experts, and representatives of the shipping public; (2) that the commissioners 
should be appointed to hold office during good behavior, as in the case of the United 
States Sujireine Court; (3) that common carriers should be given tlie right to enter 
into agreements, approved by the commission, in respect to interstate commerce 
only for the purpose of carrying into offoct flic provisions of the act.” That was in 
connection with the effort that was made to pass what is known as Senate bill 1439, 
known as the (hillom bill. 

Q. (By Mr. Kennedy.; There is a probability that there will be such a commu- 
nity of ownership of railroads that there will be nobody to enter into an agree- 
ment— it will bo all under one head?— A. Yes; that is a possiliility. 

Q. There w'ould Ix', no use for such a provision as the third omi read, then. I want 
to ask you if your people nave any complaints to make against the commodity rates 
of the railroads?— A. None of our members have as yet asked us to make any com- 
plaint. The commodity rates, I may say, are very low. 1 have never known of a 
case where it has been necessary to <‘Oiuplain of them. At times they discontinue 
some of them, and yon may then hear some complaints seeking their reestablish- 
mont. But, generally speaking, 1 am md familiar with any complaints made of 
commodity rates. I might add to that the statement that these commodities are, 
most of them, controlled by combinations— industrial or trade combinations. 

Q. (By Mr. Kii'I.kv ) The whole question of classification of all the higher classes 
applies primarily to the small shipper?— A. Yes; the small shipper is tne one who 
is suffering and the one who is being ])iiicbed by these advances in classification. 

Q. (By Mr. A. L. Hahkis.) I have a few questions 1 would like to ask that have 
been partially covered. You stated tins morning that the net receipts from the 
Southern territory had increased about 20 per cent, as I understood it?— A. Yes. 

Q. Can you give the per cent of increase of net earnings in the Trunk Line terri- 
tory? — A. I have that information (addressing Mr. A. L. Harris]. I will not be 
positive, but I think it is somewhere in the neighborhood of 30 per cent. 

Q. Can you give it for the Western territory?— A. I have not as yet seen any fig- 
ures on that. . 

Q. By this reclassification in the difteront territories, can you even approximate 
the increase in freight rates?— A. I covered that this morning, 1 think. 

Q. In all the territory f— A. I think 1 gave the per cent in each. 

Q. Yon gave the per cent of articles that were reclassified.— A. I will give that 
again for your information. The official classification committee on January 1, 19(X), 
advanced in class 818 articles on the merchandise list, in which there are a fow over 
3,000. These advances, taking the scale of rates from New York to Chicago as a 
basis, I may say it is a physical impossibility to ascertain what the advance might 
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be firom all points to all points upon all classes for all distances; so for that reason 
1 have endeavored to get at it by selecting the New York-Chicago rate as a basis. 
The advance was 35.5 per cent. 

Q. You have given that for each one of the 3 divisions that you named this morn- 
ing f— A. Yes. 

Q. Now that was done not by increased freight rates, but by change in classifica- 
tion?— A. By change in the classification entirely. 

Q. Would there not have been more complaint made if they had allowed the 
classification to remain, and had changed the scale of rates?— A. I think not. 

Q. Theni would have been no objection ?— A. Not the same objoction, because if 
you advance tlie scale you assess the advance on the entire value of the traflSc 
moving; by the other method you can advance the lates on just a portion of the 
traflic. This method exempts the commodities from any advance, because the com- 
modity rates are not covered by the classification at all ; they are separate and dis- 
tinct Irom the classification. 

Q. Now you spoke of the Cullom bill, approving its general provisions. If the 
railroads agree upon a classification m these diflerent territories, would there not 
be some protection in having somebody like the Interstate Commerce Commission 
authorized to approve that classification and not permitting it to be changed for a 
certain period of time? — A. Yes. 

Q. Would that steady conditions to some extent?— A. It would. 

Q. Can you see any objection to that on the part of the railroads after they have 
made their own classification?— A. I can not; no. In protesting before the ollicial 
classification committee in January, 19(X), I called their attention to the lact that 
their classification had been in existence then 13 years, from 1S87 to 11)00. It had 
been established by a committee of experts wbo naturally would be supposec to 
sift every item that was brought before them for classification, and I put it to them 
this way: '‘If yon insist upon those adNances, you must either admit that your 
experts did not know their business, or you must defend the charge of being arbitrary' 
in your advance.” Now, for 13 years practically the same men had handled classi- 
fication matters for them, had adjusted all these matters. Then, all of a sudden, 
they reached the conclusion that everything they had done had been wrong, and 
they revised it in a wholesale way. We can not understand why it is that a classi- 
fication after it is once established is not as ])ermanoiit as any other standard of 
measurement. It is a standard of measurement after all. 

Q. You spoke of the consolidation, of commumtv of interest of railroads. Does 
that relieve the general public from the need <»f protection through some body like 
the Interstate Commerce Commission? — A. Not necessarily so. 

Q. Would a body like the Interstate Commerce Commission, constituted as you 
have defined in your paper, be more or less needed as the railroads became consoli- 
dated?— A. I am inclined to believe it would be less needed in this way, that there 
would not be so many complaints, perhaps, but the complaints that wore made would 
be just as important. 

Q. Wherein would the general public ho protected?— A. By this community of 
interest. They would be only protected by the elimination of competition, which I 
regard as a dangerous thing in transportation matters. 

Q. The elimination ot competition is dangerous?— A. No. I say competition itself 
in transportation matters is, to my mind, a dangerous thing. This community of 
interest would eliminate that competition by grouping the mails together, and 
practically making one family of them all. 

Q. Are you ot the opinion with the common curriers of the country that nobody 
shoubl have any control over them f— A. No. I think they should have. 

Q. As competition is being eliminated, does the importance of some controlling 
power become greater or less?- A. Well, I think the necessity for control would 
still be there. As 1 have stated, the Interstate Commerce Commission might not 
have so many complaints presented to them, but those they did have would be just 
as vital ; and it is important that a supervising power should be lodged in some- 
body, not leaving it entirely to the railroads to exercise their own will. 

Q. Is the existing power of the Interstate Commerce Commission satisfactory to 
the general shipper?— A. No. They do not seem to be able to enforce their orders. 

Q. Why is it that they are not able to enforce their orders?— A. Well, there is a 
legal point involved there that I am not familiar with. 

Q. Does the law give the power? Is it the fault of the Interstate Commerce Com- 
mission?— A. It is the fault of the law itself. The law is vague and indefinite. 

Q. Has the Interstate Commerce Commission as much power now as it had when 
it was first organized?— A. I think not. I think the Supreme Court has curtailed 
its power to some extent. 

Q. Is there any encouragement at the present time for the shipper who feels that 
he lias been discriminated against or injured to file a complaint before the Interstate 
Commerce Commission?— A. No; not the slightest. They simply regard the Inter- 
state Commerce Commission about the same way as you look upon a sifter— that 



J. M. LANGLEY: — INTERSTATE COMMERCE COMMISSION. 879 


they sift these matters and arrive at certain conclusions, and that is all they can do. 
Their order practically amounts to a recommeudation ; that is as far as I can say. 

Q. You would enlarge the members of the Interstate Commerce Commission so as 

to take in the various industries so that they would be able A (Interrupting.) 

We had thought that over and it seemed to us that if it was made too large they 
never would be able to accomplish much. There would bo too many conliicting 
interests. For that reason we cut it down to 8 members— some lawyers, some rail- 
road men, and some shippers. 

Q. Would you compel the carrier complained of to come in and make his defense 
before the Interstate Comruerco Commission? — A. I sln)uld think so. For instance, 
when they take an action similar to that taken by these classification committees I 
think they should be compelled to present some reasons and defend their course. 

Q. What is the practice now with the carrier complained off Does he make any 
defense before the Interstate Commerce Commission, as a rule?— A. Oh, yes; he is 
represented by counsel, and they plead, in a way, about the same as they do in the 
courts. 

Q. Now, when a finding is made by the Interstate Commerce Commission, how 
soon is that executed?— A. That I can not answer. I do not remember as to whether 
the law is specific in that respect or not. 

Q. Is it or is it not a fact that years fre^iuently intervene before there is a final 
hearing and decree?— A. Yes; they have on their docket numerous cases that they 
have never reached as yet, and some of them have been pending for years. 

Q. What effect does that have on the coniplainant? Is it any encouragement 
to him to pursue a lino laid down by the interstate-commerce law?— A. Not the 
slightest. 

Q. (By Mr. Clakkk.) Is the delay of which you complain regarded as the fault of 
the law or the fault of the commission?— A. I do not know that any fault in the law 
could keep them from rendering a decision. 

Q. (By Mr. A. L. Haukis.) Is the delay caused by the Interstate Commerce Com- 
mission or is it caused by the circuit court? — A. Tliere may be various causes why 
they do not operate more quickly. Take, for instance, that transcontinental case 
which is before them, and has been before them for, I think, a year or two. That is 
a very much-involved subject. If the commission decides that the grounds taken 
by St. Louis and Chicago interests are good and siiflicient, and decides in their favor, 
it would practically amount to a readjustment of rates almost the world ovei. 
Naturally, with a question like that before them they are excusable for being slow. 

(). Would you have a provision in the law to advance cases taken to the lJuited 
States circuit court on the docket so they coiihl be tried within a reasonable time?— 
A. Yc.s. 

Q. Would you be willing to give to the Interstate Commerce (!ommi88ioii jurisdic- 
tion to permit their finding or jiidgnient to go info effect at once, subject to appeal 
to the circuit courtf—A. It it would be of interest, I havd a statement here that 
covers a good iiianv of f lu'se jioiiits, and if then^ is no objection 1 will read it. 

Q. I would like to hear it, so far as I am concerned.— A. This was before the Inter- 
state Commerce Law Couvention, held at the Planters’ Hotel, St. Louis, called for 
the jmrpose of taking action to secure the enactment of Senafe bill 1489, known as 
the Cullom hill, which was on the calendar of the United States Senate at its last 
session. 

(Heading:) “In roproseutiiig The Mercliauts’ Association of New York 1 desire to 
state that there are some matters coiiuo< tcd with the measure now iiiidor considera- 
tion that we felt should ho further discus.sed; or, to put it in another Avay, we think 
that the bill pending before Congress should lx* amended so as to embrace some 
features we have iu mind. 

“So far as the bill in its details is concerned, our association has already put 
itself on record before the Interstate Commerce (Jornmittce of tlie United States 
Semite. This jiosition was sot forth by mo, under instructions from our officers, 
when I had the honor to appear before that committee last spring. It was then 
stated that we were convinced of the necessity of amending the ‘Act to regulate 
commerce’ in such mauuer as would remove ilefects therein which the test of 18 
years’ exjiericuce iu the jiractical applie.atioii of the present form of the law had 
developed. It still seems to us that the proposed measure, with the changes I am 
about to indicate, will ell'ectively strengthen the weaknesses that have been made 
apparent. But, on the other baud, we are convinced that iu the criticism that has 
been aroused against, and in the arguments that have been filed in opposition to, 
the adoption of the proposed measure as it now stands, there are some features 
which are of sufficient merit to indefinitely postpone its enactment, or possibly to 
accomplish its ultimate defeat. 

“ It will not be denied that the jiroposed amendment imposes upon the commission 
vast responsibilities and duties involving matters of grave importance, and in amend- 
ing the law this should not, iu our opinion, be lost si^t of. In the judgment of those 
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I represent, the Interstate Commerce Commission should bo removed from all suspi* 
cion of political induence, so far as that is possible, in its make-up and in its life, so 
that in the eyes of the public it may stand upon a plane similar to that occupied by 
the Supreme Court of the Unitecl States. If it is to make decisions on the intricate 
and far-reaching ({uestions which' are to come before it under the enlarged powers 
which it is proposed to give this commission in this bill, conservative people would 
feel far safer if they knew that the commission was removed from politics and all 
political iniluences. 

“ I do not mean to imply by this hint that the present body is susceptible to politi- 
cal iniluences, but in the very nature of things such intlueiices are almost ceitain to 
have weight in the determination of questions, unless its members feel that they do 
not owe their existence or continuance in office to any political backing, or are to be 
plunged into the midst of political agitations for the purpose of bolding themselves 
in power. 

“ In fact, I think we ought to go a step farther in amending this bill and provide 
that the number of commissioners shall bo increased so as to include among them, 
first, men trained in railway freight management, aud, second, men who are thor 
oughly tamiliar with commercial affairs, who could act as advisers in the practical 
and technical questions which are sure to come before them. 

“The adjustment of rates in interstate commerce is a delicate task, involving 
intricate questions. While, undoubtedly, an administrative body of proper juris- 
diction may determine principles which are supposed to underlie matters of this 
sort, yet, in deciding the pro]>cr application ot those principles and the ecjuitable- 
ncss or reasonableness of rates under the complex conditions existing in this country, 
there ought to be among the members of tliat body those who have made a study of 
the subject in all its involved ramifications. 

“ I think you will find, as this question is agitated in the public press and else- 
where, that th (5 jirincipal opposition Iroin conservative people, and the principal 
opposition a.', heretofore expressed by the representatives of the railroad corporations, 
against giving to the Interstate Commerce Commission the enlarged powers pro- 
posed in this bill arises from the fear that the questions of great import to be decided 
will be passed upon by men not trained to regard the subject from other than ele- 
mentary, purely legal, or political standpoints. 

“Urieriy .stated, we believe — 

“ 1. That the Interstate Commerce Commission should consist of at least 8 mem- 
bers, among whom shall be lawyers, railroad experts, and representatives of the 
shipping public. 

“2. That the commissioners should be appointed to hold office during good be- 
havior, as ill the case of the llniteil States Supreme Court. 

“3. That common carriers .should be given the right to enter into agreements, 
approved by the commission, in respect to intijrstate commerce, only lor the purpose 
01 carry ing into eff ect the provisions of the act. 

“Our reasons for the first twopropositions have been set forth above. With respect 
to the third, we may say that aside from the fact that it is our beliid that no amenda- 
tory legislation can be passed unless this feature is includeil, we aie convinced that 
the changes in business methods and conditions which have been wrought by the 
consolidation of industrial, manufacturing, and business interests m.'ike this privilege 
essential to the successful ailministration of the act. The foundation for this belief 
is the thought that povverlul corporations which have in the past become accustomed 
to ignore the law w hen they felt th.at its strict ob.servance by them was detrimental 
to their interests, will coutmue to iind secret and illegal ways and means to compete 
for the large volume of traffic controlled by commercial combinations, notwithstand- 
ing the stringency of any laws that may be passed. Legalized right of contim t 
among carriers will, we fed, minimize the incentive to practice illegal acts aud bring 
to the aid of the commission, in the discharge of its important functions, that degree 
of cooperation on the part of railway manaprs that heretofore has been so necessary, 
but at the same time is so coMspicuously absent. It also removes the objection that 
the proposed legislation is solely in the interest of shippers. 

“ By adopting these suggestions and making the changes in the bill outlined above, 
it seems to us that the principal points of the opposition heretofore strenuously made 
by the reiircsentatives of the railroad corporations to this measure, and the opposi- 
tion in the minds of conservative people, now raised and which will berai.sed m the 
future by agitation on this subject in the press, will be eliminated. That, too, at 
no sacrifice whatever of the object which you are desirous ot and striving to attain, 
namely, ane<|uitable adjustment of maintained and reasonable rates throughout the 
United States. 

“ In conclusion, I am authorized to say that if it shall prove that the interstate- 
commerce law can not be amended in a manner that will assure its successful admin- 
istration, we shall energetically labor for its repeal and a return to the condition 
existing prior to 1887, from which the entire subject can be opened up anew under 
the changeil conditions now existing in the country. 
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“The law in its present form, as constraed and applied, is a conspicuous failure. 
Ineffectual attempts to administer it result not only in the useless waste of at least 
$250,000 public fun is per annum, but it is continually used as a screen to conceal 
the very practices it was designed to prevent. It serves to oi)erate as an inducement 
to secret bargains and agreements, and encourages a growing indifference to the 
majesty of the law, whi«‘h the interests of the business public demand shall bo 
chocked. This can best be accomplished by wiping it out of existence. 

Q, (By Mr. A. L. Haukis.) One thing more: As the railroads become more and 
more consolidated, will not that to some extent simplify the objection to lixing rates 
by these largo corporations to be approve<l by the Interstate Commerce Commis- 
sion?— A. Yes. 

Q. And in that way, at least, will aid in simplifying the work of the Interstate 
Commerce Commission, properly organized?— A. Undoubtedly. 

Q. And will not the people bo greatly protected, or feel, at least, that they are 
greatlv protected, if the Interstate (’ommerce Commission is reorganized on the 
plan that you have outlined? — A. Yes. 

Q. (By Mr. Kknnedy.) What do you mean by approving the rates? Do you mean 
that the Interstate C<»mmerce Commission might not have such an intimate knowl- 
edge of the rate question as to bo able to intelligently pass upon all the r.ites? — A. 
Yes; that is absolutely e8.seutial. The commission must have some knowledge of 
the subject, otherwise they can not say what is reasonable. A in:iu must have some 
knowledge of ii subject or he can not see a fact when it is right before him. This 
subject of classification is one of the most complex subjects that there is on the face 
of the earth to-day. It does not respond to logic or mathematics or any other treat- 
ment. It is a separate and distinct study. 

Q. Do not some railni.id p(!op]e contend that it is impossible (o set up a body of 
(joveriimeut commissioners who can pa.ss upon the rates, or practically make the 
rates?— A. Yes; and they are right in that. 

They are correct in that? — A. Yes. 

(J. (By Mr. A. L. IlAUiiis.) But 8U]>po.se the Interstate Commerce (.'ommissiou has 
a life tenure or long tenure?— A. Take, for in8tanc(*, the pre.sont commission. They 
have now had ye.ai s’ experience. They ought to be educated up to the point 
where they are (luito cxpm t in those matters, 

Q. (By Mr. Kennedy.) I’ractical railroading?— A. No; not railroading, but the 
rate questions. I must say I sympathize with these people— these traffic managois. 
Anybody who has had any experience with the business knows just what a difliciilt 
undertaking it is to handle a railroad pioperly from the rate point of view. Wo do 
not take the position that all traffic managers are corrupt. Some of them mean to 
do just as correctly as may be possible, but it is (juite often the (sase that their hands 
are tied. They can not do what they want to do and what tlioy think is right, 
because of the existence of conditions over which they have no control whatever. 
Now, it is that training that the men should have who possess the rate-making 
power. There should be railroad men on the eoiiimission— not entirely railroad men, 
but enough there to assist the others in arriving at conclusions. 

Q. I heard one railroad man say that there were hundreds of thousands of differ- 
ent rates, and it would defy any body of men to get together and be able to pass on 
that intelligently.— A. Yes; that is all true. 

1^0 you uot think the better way would bo to let the railroads make the rates 
and then let the Interstate Commerce Commission have the power to simply change 
them when they were found on complaint to be unjust?— \. That is practically the 
rate-making power. If you have the power to change the rate, it is practically 
the rate-making power. I would not want to have the power to make the rates 
taken entirely away from the railroad. 

Q. (By Mr. A. L. Harri.s.) The Ciillom bill does not provide that.— A. No. 

tji. (By Mr. Kennedy.) I 8 up]i 08 e you know what a certain railroad president said 
in New' York— that he would rather have a plm e on the Interstate (Commerce Commis- 
sion, if he was venal and inclined to make money, than to have a free license to loot 
the United States Treasury ?— A. Well, he might with just as good grace have made 
the H.'ime remark of the Supremo Court. We have to trust somebody. I do not see 
why a man can not be just as honest on the Interstate Commerce Commission as he 
can sitting on the Supreme bench. 

Q. (By Mr. Clarke ) However great may be the intelligence or expert knowledge 
of the members of the commission, still you would not have them decide a question 
without hearing evidence, would you?— A. No. 

Q. Then practically the commission becomes a judicial body, does it not?— A. Yes. 

Q. You consider that the decisions of the Supreme Court of the United States on a 
question appealed to it from findings below should be respected, even though the 
members of that great tribunal may not be expert in their knowledge of the ques- 
tions involved in the case; therefore, if the Interstate Commerce Commission have 
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the power to fix rates, is it not more important that it he composed of gentlemen of 
good judicial iidnds than of men who may have hud some service as freight clerks?— 
A. Well, I think a judicious mixture of both is the proper thing. I would not ques- 
tion a decision oi ruling of the Supreme Court on ordinary matters, but I do know 
that in this particular <]ue8tiou it is hard to got at the facts and give them in such 
a way that they will be understood by a person who has not had actual contact and 
actual experience. For instance, I have frequently talked with gentlemen who 
were as brilliant and brainy as they could be on other subjects, and they would not 
understand what I was talking about at all. 

Q. I have not yet heard you answer Governor Harris’s question as to whether or 
not you would give the Interstale Commerce Commission power to fix rates, and 
have it provided by law that those rates should go into effect oven though appealed 
from by the railways.— A. I do not know any other way than that of accomplishing 
the thing in view, which is that there mnst somewhere be lodged power to do the 
thing that you want to have done. Now, leave it the other way. If a commission 
appointed to take charge of matters of this kind and of this importance can only go 
up to a certain point, and when the time for action comes they can not go beyond 
that ))oint, I do not see the use for their existence at all. If they can only recom- 
mend, they can not produce results. 

Q. Whaib is the universal effect of an appeal in law? — A. That I can not answer; 
I am not lawyer enough. 

Q. Docs it not vacate a judgment or suspend its operation until final judgment is 
given by the appellate tribunal ? In practice, if a dift'ercnt rule were to be adopted, 
would not inextricable confusion result? — A. It might in other matters; but, as I 
have stated, I am not one of those who would like to sec^ the power to make rates 
taken away from the railroads themselves; but there must be a governing body 
somewhere. 

Q. If you give the Interstate Commerce Commission power to disapprove a rate 
agreed upon by the railroads, do you not thereby give them power to fix the rate?— 
A. That depends upon the strength of that disapproval — the conditions under which 
that power to approve or disapprove is given. 

Q. You say you wish to increase their power?— A. Yes. 

Q. If the railroails agree upon rates which are satisfactory to every l)ody, there is 
no need for the commission to have anything to do with it, is there?— A. That is 
true. 

Q. Then your desire is to give them power to disapprove a rate and prevent it 
from going into operation, is it not? — A. Yes. 

Q. In practice, therefore, would not that give them power to fix the rate?— A. It 
would be eciuivalent to the powei to fix rates. 

Q. Suppose they fixed a rate and the railroad people appealed, and then in 6 
months the npptdlate tribunal reversed the decision of the Interstate Commerce 
Commission disestablishing that rafe; then the railroad companies would have to 
make the rates themselves, would they not?— A. Yes. 

Q. Would not the conferring of that power on the Interstate Commerce Commis- 
sion result in very great confusion in rates and in the business of merchants with 
railroads?— A. You mean if the case was decided against the railroads and appealed 
by the railroads? 

Q. Certainly, — A. The appeal, as I understand it, operates to set aside the decision. 
Would not that leave it on the basis upon which it began ? Would not the rate com- 
plained of then be in effect just the same as if there had hocn no action brought 
before the commission ? 

Our reason for desiring to put more power in the hands of the commission is this: 
It is a well-known fact that if the railroad takes action they might carry that out as 
soon as possible. I f a shipper feels himself aggrieved and presents the matter before 
the commission and secures a judgment, the next thing they can look for is an appeal 
by the railroad, and the railroad can afford to spend $20,000 or $30,000 for the cost of 
legal action, but there are not many shippers who can do that, and it is through 
abuse of those privileges that this question has been brought to the position it is 
now in. Wo had a case against the express companies. It cost us $30,000 before we 
got through with it; it went right u]> to the Supreme t'ourt. 

Q. The point I wish you to be very clear upon is whether putting a decision of the 
Interstate Commerce Commission into immediate effect, notwithstanding it may be 
appealed from, would not induce great confusion?— A . Not necessarily so; no. 

Q. Supposing the whole thing were reversed in a very short time— now, you have 
been pleading for steadiiu'ss of rates? — A. Yes. 

Q. Would this induce steadiness?— A. I can’t see why it would not. It is not fair 
to assume that a body as dignified as that is would trifle with a question and jump 
in and begin slashing right and left, simply because it had the power to do it. I do 
not think that is a reasonable expectation. They would be just as cautions as could 
be expected. I think that is one of the difficulties. It seems too often to be assumed 
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if yon give a commission the power they seek they are immediately going to run 
away with it. I don’t look for anything of that sort. 

Q. Wholly irrespective of whether the commission will be better than the law, do 
you think it would be a wise law to authorize the immediate execution of a judg- 
ment which can be appealed from! — A. That is another legal question that I am not 
qualified to deal with. 

(Testimony closed.) 


SUPPLEMENTARY STATEMENT OF PROF. FRANK PARSONS, 

President of the National Public Ownership League. 

As the vice-president of the Western Union and the general manager of the New 
York Telephone (.omi)any have referred to parts of my testimony in criticism, (jiies- 
tioned my sources of information in relation to two of the facts cited by me, and 
misunderstood my position in some respects, I trust it may be deemed proper for me 
to make some explanation and suggestive comment in the interests of thorough 
understanding. 

Remarks were made by the general manager (somewhat modified in his reviscil 
testimony) tending to throw discredit on my sources of information in respect to 
two cases without iminiring what those sources were. In fact, they were of the 
highest character in both instances. 1 got the data relating to the (h)operati\ e 
Telephone Company of Grand Rapids, Wis., from Mr. .John A. Gaynor, the first 
president of the company, a man of excellent repute and thoroughly familiar with 
the facts. At the time of my testimony I hold in my hand a hitter from Mr. Gaynor, 
written a few days before, and from that letter I took the facts about lines, cost of 
construction and operation, net charges, etc., that 1 gave the commission. The lacts 
about the Government tele])hones 1 obtained directly from the books of the l)e])art- 
ment by a personal visit to the Patent Ofliee building in 1896. The general manager 
said he thouglit it perfectly safe to say that the expenses of a man to attend to the 
maintenance of the plant were not incbidod in the $10.25 total cost per phone. The 
fact is, however, that one of the items in the Government aitconnt was $800 a year 
for the services of an ex})ert electrician under contract to attend to the maintenance 
of the plant, which ('nty took only a part of his time. The general manager’s 
statement as to the use I made of the Government data is also incorrect, as may be 
seen by examining my testimony. I used the data to show that the Hell Company 
was wrong in that case in its refusal to reduce rates, wherefore it may be mistaken 
in other cases as to the practicability of low rates. At the time of my testimony I 
did not know that the Dcjmrtrnent exchange had been given up, but on iiKpiiry I 
find that it has; that the installation was not satisfactory (a thing that has hap- 
pened many times in private systems also), that a wider service was needed, and 
that the Hell folks withdrew their refusal to make reasonable rates to the Depart- 
ment and now supply such wider service, long-distance facilities, and all, at rates 
that come dow n close to the cost under the Department system with its compara- 
tively narrow service- all the way down, i>erhaps, considering the additional facili- 
ties now enjoyed. 

The statement I made about the wages of telephone girls related to the general 
situatioii in this country, and is not met by a comparison of foreign wagiis with 
those in New York City, one of the highest wage centers in the United States. I am 
informed on high authority (that of a leading telephone otficial) that in the smaller 
places the companies pay many of their telephone girls only $10 and $12 a month, 
$10 being r'onsidered good pay. Compare what the general manager says about 
wages of telephone operators in Franco and. Switzerland. 

My position on the llat-rate question was misunderstood. I believe in the meas- 
ured service plan for large places, but think the double fiat rate (residence and 
business) simpler and better for small exchanges. If the message charge is carried 
too far it limits communication where no end is gained by the limitation, as well as 
wh<*re limitation is useful. 

The general manager’s data of telephone development are of great interest, but 
the comparisons made do not have the bearing imjiliedly given them in reference to 
the infiiieiice of public and private ownership on telephone development, because of 
the mixture of other causes, and because of the selection of American cities entirely 
from the list of those most highly developed. That New York City has 26 telephones 
per 1.000 people while Paris has 13 per 1,000 proves nothing as to public ownership, 
because there is even a greater difference in favor of New York in respect to transit 
and other interests which are private in both cities. Moreover, the heart of New 
York (Manhattan and Bronx) is selected for comparison with Paris instead of taking 
the whole city, Greater New York. It would be fairer to compare London’s 7 tele- 
phones per 1,000 people, under private ownership, with the 13 per 1,000 in the publio 
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system of Paris, for general conditions are more similar in London and Paris than in 
New York and Paris. It should be noted also that the 7 per 1,000 of the private sys- 
tem in London, and the low development in Warsaw and Moscow and other half 
civilized places are amone the principal factors in pulling down the average of the 
European cities dealt with by Mr. Bethell. Instead of comparing the 26 telephones 
per 1,000 of population in the heart of New York with the 25 per 1,000 in the whole 
of Berlin, wliy not compare Creator New York’s 20 per 1,000, or Brooklyn’s 11 per 
1,000, or Philadelphia’s 16 telephones per 1,000, or St. Louis’s 17, or Washington’s 14 
per 1,000 with Berlin’s 25 per 1,000? With smaller places, Larchmont’s 180 phones 
per 1,000 people is contrasted with Trondhjeiii’s 38 per 1,000, but it is not explained 
that Larchmont is a gilt-edged residenoo town tilled with wealthy New Yorkers, 
while Trondhjem is a city of more than 30,000 with the various classes of people in 
ordinary proportions. It would be fairer to contrast the 6 telephones per 1,000 in 
the Hell system in Chester, Pa. (34,000 population), or the 10 per 1,000 in Camden, 
or the 19 per 1,000 in Trenton, N. J., or the 14 per l,i00 in Wilmington, Del. 

If a city of low general condition shows a higher telephone development than 
another city that is in general more civilized and progressive, then some valid infer- 
ence may he drawn as to the effect of differences in rates and management/ Hut if 
the more civilized and progressive city has the higher telephone development, that 
is what might be expected even in spite of overcharges. The truest comparison is 
between public and private ownership in the same place, and Mr. Hethell’s state- 
ments about iStockholm ' and the movement from private to imblic telephone sys- 
tems in Amsterdam, Denmark, Sweden, Austria, Switzerland, France, and England 
are of the deepest moment. 

In view of the importance of the subjcid of telephone development, and the fact 
that the true test of it is not the phonago of a few of the most progressive cities but 
the average development throughout the country, I have drawn up a comparison 
which includes a number of other places besides those mentioned by Mr. Hethell. 
It would be desirable if still more numerous comparisons might bo made, and the 
data for 1880 included as well as those for 1900. 


New York City (proper) 

Berlin * 

Paris* 

London 

Manchester, Enjjland — 
Amsterdam,* Holland . . . 

Boston 

Vienna,* Austria 

Budapest,* Hungary — 

Brussels,* Belgium 

Antwerp,* Belfjiuin 

Zurich,* Switzerland 

Louisville, Ky 

Trondlijem.* Norway ... 
CopenhaKeu, Denmark .. 

San Franc, isco 

Stockholm,* Swerlen 


opulation, 

1990. 

Ratos, 


— 

2,050,600 

$60 to $240 

1,884,000 

16 to 45 

2,5.111.000 

80(60 now). 

5, 63 {. (too 
54.$ 902 

60 and 100 

.513,11(10 

560. 000 
1,635, 000 

729.000 
5(K), 1100 I 

$36 and $46 

$40 



' $.50 and $70 

278, 000 

50 and 70 

152. OOO 1 
204,(100 ! 
.30, 000 1 

10 to ICO 

$8to$16i 

312, 859 
342,782 
320,000 

27 and 48 

$13 to $27 


Telophonos 
per 1,000 
inhabit- 
ants, dan., 
1901, 


26 
25 -t- 
13 

7 

19.6 
8.7 
42 3 

8 

8 - 

8 + 

10 

40 

25 

38 

49 

62 

69 


* The places marked with a star have public systoms, Stoekholiu having also a yu ivato company in 
competition with the eminent exchange 

The data down to and including Larchmont are simply a tabulation of the principal facts given in 
the general manager’s testimony, except the raU's in Trondhjem and the pojmlation of Herlin, which 
he did not state, merely saying tliat. it was ahonl the same as New York. The exaet fignie.s, howe\ or, 
for 1900, as given in the Statesman's Year Bisik, show a ditferenee of 106,600 The last f) ratios of the 
table are probably too high, since the telephone atations are taken from the June hook, 1901, while the 

K ilatiou data are from the census a year before. The difference in most cases is only 6 months, as 
r. Bethell's data. 


• When the-^Trovernment entered the Held in Stockholm, Mr, Cedergren, manager of the private com- 
pany, had 6,000 Huhscrihers, and was running along with single over head wiies. Tlie (lovemment 
starteil by bringing rales down from $22 and $28 to $10 50 and $22, putting in metallic- wires ngniUHt 
single wires, underground against overhearl wherever po8.sihle. direct connection with long-dlstancri 
trunks, and free communicatiou with all places within a radius of 43 miles. The crnnpany met the 
coraiietitioii nobly, gave free service within 43 iiilles, put in metallic cirr-uits, so 1 hat in 1894 there was 
not a single wire circuit loft in Stockholm ; and, with the aulof their hlg start of 5,000 subscribers, the 
genius of Mr. (’edergren, one of the leading telephonists of Europe, tlie wealth of the owner jvl>o 
conld get along whether he got any profit or not, and the aid of the municipality, which took sides 
with tne company against the State, the private exchange has been able to keep aliead of the Govern- 
ment exchange in its membership; but it is clear that the iinyiulse for development came from theGov- 
emment and not from the company, as Mr. Bethell indicates. (See pp. 3.35 ^6, Telephone Systems of 
the Continent, by A. R. Bennett, a leading English expert and former general Inanager of the Mutual 
Telephone Company, of Manchester, England.) 
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34,009 
1, 293, 697 
278,718 

76. 500 
73, 300 
76,000 

246.000 
175, 597 
162, 600 

170. 000 
575,200 
131,627 
285, 700 
352, 380 

62. 500 

509.000 
325, 900 

60, 000 
3, 437, 000 

1, 166, 582 
67,021 

20. 000 
206, 000 

I 












$60 to $150 

78 to 120 

36 to 48 

24 to 42 

36 to 60 

54 to 72 

24 to 72 

36 up. 

72 to 93 

/ 60 to 125 \ 

\ 1 36 to 48 / 

60 to 150 

48 to 80 


Rofhegter* 

Indianapolis* 

St. Louis* 

Toledo 

Detroit 

Butt'alo 

Springfield, Mass 

Baltimore (2 companies) 

Cincinnati 

Hairishurg 

Greater New York 

Brooklyn 


Richmond Borough 


New Brunswick 


Jersey City 





Telephones 
per 1,000 
inhabit- 
I ants, Jan., 
1901. 


IHO 
6 + 
16 
U 
1 ^ + 
19 f 
10 
17 
.3ft 
25 
47 
17 
24 
24 
17,7 


36 

22 

20 

11 

18 

22 

10 


*MeanH independent company with a Bell (’ompany also in the Held. All the telephone statione of 
both companies aio included in estimating the number of telejihones per 1,000 of population, but the 
rates given are those of the independent companies, as the lower rate schedule ought to govern develop- 
ment where it has once secured a strong exchange. 


It is clear, even from this little table, that other causes than the system of ownor- 
shij) are vigorously at work. The variations between 6 telephones per 1,000 of pop- 
ulation in (Chester and 7 in London to 62 in San Francisco and 180 in LarcWont, all 
under private ownership, are much greater than the difference between the public 
group and the private group. 

On page 801 of his revised testimony Mr. Bethell says: “January 1, 1901, London, 
withapopulationof 5,633,000, had 41, 111 telephones; that is, 7 per thousand. * * * 
Among European cities of its class London's <levelopmont is exceeded only by that 
of Herlin." This is clearly incorrect, for, on the general manager's own data, London 
has less development than Vienna and only about half that of Paris. In fact the 
private system in London has a lower development than any public system in any 
city of its class (over 1,000,000) for which Mr. Bothell presents the ligures — a lower 
development than any system, public or private, in any civilized city of 500,000 
or more for which I have the data. 

1 have taken Mr. Bothell’s estimate of “54,647 stations" for Now York (Manhattan 
and Bronx), or “26 per thousand;" have used that estimate also in hguring the tele- 
phone development of Greater New York, and have shown that Mr. Bethofrs ease is 
not good, even on his own data. It must bo noted, however, that these figures and 
Mr. BethelPs estimate of $85 as the average rate are not the fair data for New York 
in comparing it with European cities, for the reason that these data are based on 
figures which include the telephones in the private branch exchanges in New York. 
Most of these private telephones are f(>r communication between different parts of 
the same establishment, and are used little or none in connection with the city tele- 
phone system. These branch phones are very niiineroiis in New York, bntare not 
much in use in European cities. The number of stations in New York exceeds the 
number of linos connecting such stations by about 12 per cent, while in European 
cities the number of stations substantially represents the number of linos in connec- 
tion with the city exchanges. The number of lines in New York January 1, 1901, 
was about 31,750, or 15 to 16 per thousand of population. President Thomas, of the 
Independent Telephone Association of the United States, to whom I arn indebted for 
these facts, tells ino that 15 telephones per thousand is about the fair figure for New 
York in comparison with Berlin’s 25 per thousand. Some of the branch phones, how- 
ever, are used in connection with the city exchanges, and New York, moreover, is 
entitled to some credit even for private phones; wherefore 1 think the fairest com- 
parison probably lies between Mr. BethelTs figures and those of President Thomas— 
18 or 20 per thousand for New York, perhaps, and 16 for Greater New York. Similar 
considerations apply to Mr. Bethell's comparisons of European cities with Boston, 
San Francisco, etc. 
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The $85 average rate is the average for all the stations, including the private branch 
phones, for many of which the company receives only $8 and $12 a year, as Mr. 
Bethell has himself informed us, while the Kiiropean rates with which it is contrasted 
are rates for direct-line service. President Thomas says that the average rate m 
New York, on the basis of direct service, is $183. “ From tlic records of the New York 
Telephone Company (Mr. Bothell's company), we find that the average number of 
calls per subscriber’s line per day is 10.6. Assuming that the average user has 10 
calls for each working <l;iy, he will use 3,000 calls per year, the rate for which, accord- 
ing to the schedule of the New Telephone Company, direct-line basis, is $183 per 
year." 

Mr. Clark began with a statement which shows an entire misnpiirehension of my 
testimony. He says the evidence given the commission in favor of the public own- 
ership of the telegraph waschielly based on the conditions of the telegraph in Great 
Britain, Switzerland, and Helgiinu, and proceeds to point out the disparity of con- 
ditions as to population, wires, wages, distances, etc. In fact, Imwevcr, the said 
evidence was chieHy based on the luoad principle that the fiindaniental test of any 
system is its effect on character, justice, government, civilization— the liumanellects 
being far more important than any material considerations— and upon the broad 
facts: (1) That a normal public plant aims at service and beimflt lor all, while a 
private monopoly aims at dividends or profit for a few; (2) that public ownership 
tends to superior harmony of interest an<l lullor cooperation, removing the vital 
antagonism of interest that private monopoly creates betwee n the owners and the 
public and transferring the interest of \%ealthy and inlliieutial men to the side of 
good government and honest administration; (3) that private monopoly m<*aii8 con- 
gestion of power and benefit, while public ownership favors diffusion of power and 
wealth and service; (4) that private monopoly means taxation without representa- 
tion, with power to make and unmake the fortunes of individuals, cities, States, and 
nations— sovereign jxiwer in pri\ ate hands; (5) that in the same coiintr> , and under 
similar conditions, otherwise than as to ownership, the change from private to ]>ub- 
lic ownership has resulted in superior service, lower rates, better tri'atment of 
employees, less eorruption of government, improved citizenship, nobler manhood, 
and higher ci\ ilizatiou ; (6) that the moNoment ot eiviliziitioii is toward the public 
ownership of monopolies, etc., facts entirely independent of the ‘ ‘ disparity of condi- 
tions” in wages, wires, offices, rates, distances, etc., to which Mr. Clark directs 
attention.' These material elements are of much importance and furnish, I believe, 
strong evidence for jmblic ownership, hut not the chief evldem e. The philosophy 
of public ownership and coojierutive industry rests primarily on considerations 
entirely above the material plane and wholly out of range of these statistics of dol- 
lars ami wires aud offices and telephones— as far out of range as good government, 
public spirit, partnership, and brotherly love are out of range of the stock exchange. 

As to the data of miles and wires, etc., 1 mile of wire to 7() people in the United 
States against 1 milo to 130 people in Great Britain proves nothing except the rela- 
tive sparsity of population in the United States, even if we take no note of the 
evidence that the wile mileage tabulated by the Western Union includes all the old 
rattletrap and worthless lines that were bought up solely to got rid of rival com- 
panies and that were built solely to he bought up.- 

The vice-president s statement relating to offices- -70,000 post-offices and 30,000 
places reached by the telegra]di eompanies .and their telephonic connections in the 
United States, against 40,000 (estimated) post-oflices and 10, HIO telegraph offices in 
Great Britain — shows the telegraph reaching 50 per cent of the post-olhces heie and 
25 per cent in Great Britain, as Mr. Clark says. I suggesf, however, that the state- 
ment is invalid: (1) Because the witness’s own Fxhibit B shows that only 20,000 
places are reached by telegraph and telephone, 30,000 being there given as tlie total 
number of telegraph and telephone distributing offices in the country; (2) because* 

• Mr. Clark did not touch theae fundamentals except where, in answer to questions after ho had 
finished what he wished to say, he denied that the Western Union’s distribution of franks is intended 
to influence legislators, etc., and where he answered “ No ’’ to the question whether or not ho approved 
of the principle (adopted in Europe, Australia, and New Zealand) of administering the telegraph to 
secure the greatest ]iublic service, rather than for profit, expi easing personal dissent trom a princi* 

{ >lo, which, if admitted, establishes the case for imblic ownership and cooperation, sinc^e philanthropy 
B pot practicable as a general business foundation, and ]>ub]ic ownership or cooperation are tne 
only other things that can make it an aim to forego profit and so extend the service to its widest 
limits. Private monopoly must say No " to the greatest service principle, for profit is an essential 
condition of its continued existence, and profit is inconsistent with greatent service, for without the 
profit rates could be lower and service greater. 

*8ee Senate Doc. No. 65, Fiftv-stxth Congress, first session, p. 30; Blair (Senate Committee on 
Education and Labor) Report on Labor and Capital, 1883, Vol.IX, p. 1377 ; Bingham Hearings on Wana- 
maker Bill of 1890 (House Committee on the Post-Office), p. 76, and House Report 114, Forty-first Con- 
gress, second session, p. 85, giving the statement of G. 8. Thompson, a prominent telegraph builder of 
New York, in which he sa^, “It must be remembered that the estimate (in its report) of the quan- 
tity of lines owned by the Western Union has iieen predicated upon a computation made by simply 
adding together all lines that iiave come into its possession. Many of these wires have now ceased 
to exist, and others that are still standing are not in operation.” 
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the nnmher given for the British telegraph offices is the figure for more than 2 years 
ago, while the otlier i'aefors in the ooin])arisoii ure brought down to date; (3) 
because the British post offices are overesti mated. The 1898 report gives the num- 
ber of post-oHices as 21,197 ami the telegraph offices 10,483; (4) because telephone 
connections are included in the American figures and not in the English ; (5) because 
about three-fourths of the Western Union offices are railway offices if the same ratio 
holds as a few years ago,' while less than one-fonrth of the British offices are rail- 
way offices; (6) because there is no mention of the fact that in Ureat Britain every 
post-office and every ]) 08 t-box is a place of deposit for telegrams. liastly, the lig- 
nres, even if correct, would only show that Great Britain had a much greater rela- 
tive development of post-offices .than we have. The implication that the telegraph 
development in Great Britain is relatively leas than in this country is wholly unwar- 
ranted, even on the figures as they stand, since 10,816 ofiices is a more extensive 
service for the United Kingdom, with 120,973 square miles, than 39,000 for the 
United States, with thirty times the anai. 

Later in his testimony, the vice-president says: “If you are going to extend the 
telegraph as 'was done in Great Britain, to carry it to every hamlet thus 

admitting that the development of the telegraph in (treat Britain is greater than it 
was in England under jirivate ownership. Afterwards ho says he thinks “it was the 
policy of extending the telegraph to unjnofi table places that caused the deficiency.” 

I suggest that the vice-president’s c- uiparisons of American rates from New York 
with European rates from Jamdon are invalid. (1) Because the American rates are 
internal, while the European are international, the messages passing through 2, 3, 
and 4 countries, each of which adils its tariff; (2) because the American rates are 
land rates, while each of the European routes includes the cable from England to 
the Continent, and, as Mr. Clark admits, in answer to a question later in his testi- 
mony, the cable service is “infinitely” more costly than the land service. 

I suggest further that all his rate comparisons are vitiated by his assumption of 
11 words as the average of address and signature, making 21 words to the ordinary 
message as a basis of comparison. In the first place, the addition of 11 words as the 
average for address and signature is not. justilieil by experience, or by Western 
Union testimony in the past. President Green, of the Westi rn Union, some years 
ago placed the average number of wonls in address and signature at 7 per message.'* 
In the second place, even if the average ordinary message here were 21 words, the 
comparison would not fairly present the situation, for, whatever may bo the case 
here, it is perfectly certain that the average message in England is not 21 words, 
but about 15 words. 

The vital matters are the minimum rates at which messages can be sent, and the 
actual average charge, for these are the things that in connection with the exten- 
sion of facilities really govern the use of the telegraph, and give the English people 
about double the per capita use of the wires that we attain. A few words more or 
less to the message is of comparatively little cousc<iuence, but the ordinary minimum 
rate at which any me.ssage may bo sent determines the strata of the jiopnlation that 
can afford to use the telegraph and the fre<iu<‘ncy of its use by the whole middle 
class. The internal rate in Great Biitain is 12 cents; that is, a message from any 
point in Great Britain to any other ])oint in (iieat Britain may be scut for 12 cents. 
From a point in Massachusetts to another point in Massachusetts the oialinary rate 
is 25 cents. In New York State the internal rate is 25 cents; in Connecticut, 25 
cents; in New .Jersey, 25 cents, etc. The average charge for all messages m Great 
Britain is about 15 cents, against 31 cents in the United States. By Mr. Clark’s 
admission 3 cents a mes.sage added in Great Britain would pay for all extensions 
and cover the interest charges on a debt overloaded by the purchase of the lines at 
about 4 times their value.' By Western Union data less than 3 cents of the 21 is 
due to distance,^ and the evidence does not favor the idea that our telegraph funs 
up its expenses by paying high wages.^ If, then, the 31-cent charge is not due to 


* Bingham committee, hearing of Mr. Tluirber. testimony of Mr. Wimau, a director of the Western 
Union, p. 22. (See, to same etfect, testimony of Presideut Green, Blair committee, Vol. I, p. 881.) 

*See Senate Doc. 65, Tifty-sixth Congress, first session, p. 14. 

»Tho Telegraph Monopoly (Equity Series, 1520 (ffieatnut street, Philadelphia), p. 145. 

^Senate Uoo. 35. Fifty-sixth Congress, first session, p. 16, n. 1, and p. 83, n. 3. 

“According to the Teiitli Census, volume 4, the average telegraph salary in the United States for 
1872 was $360, against $288 In Europe, and in 1880 the average telegraph salary was $327 In the United 
States and !^20 in Europe, showing a large increase in Europe and a fall in the United StaU-s. In 
view of the facts that further roduotlons were made in the United States, causing the great telegraph 
strike of 1883, that the company won the strike and have continued their policy of wage reduction 
(Senate Doo. 65, Fifty-sixtii Congress, first session, pn. 38, 39, and authorities there cited), that 
English wages are above the general European level, anu that the British reports show a rise of tele- 
graph wages from 55 ner cent of the total expenditures in 1881 to 65 per cent in 1895 (tlie last report I 
have in which I find tiiis item dealt witli), and from 44 per cent of telegraph receipts in 1880 to 07 per 
cent in 1899, while since 1881 tlie hours have been reduced in England from 56 per week to 48 (lay and 
42 night. In view of all those facts it seems clear that the average telegraph wage is higher now in 
Great Britain than in the United States, this roundabout metliou being the only one available since 
the average telegraph wage in this country is not attainable. 
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distance or wages, and tlie effiriency oflabor ia greater iu the Western Union 8VRt«,n 
than in the EngM-more memagea per employee bm'-tbm,wbatk tbeLZ 

fortne 25 -centn)ininiuinaud theSl-CHihivwjgef k, , . 

Tbd vice-president s&ys that the liiiltiiiufre and Onto ww^rapn ( whiob tnamtainod 
a 10-cent rate on 19 long routes and other low rates averaging loj cents a message 
on the whole system) became bankrupt in couHe(]uence or its low taritl. Hut Mr. 
D. H. Bates who was manager of the Baltimore and Ohio telegraph system, testified 
at the Bingham hearings,'^ that the Baltimore and Ohio made a profit in spite of its 
low rates, and that the VVestern Union succeeded in buying up the Baltimore and 
Ohio lines, not because they proved nnprolitable, hut because disaster overtook the 
roaa in other departments, and it sold its telegrapli, business as the most available 
source of realizing the funds necessary to right itself. 

Speaking of the charge that inventions have been suppressed by the Western 
Union, the vice-president says: “If the person or persons who make that charge 
will kindly name the apparatus I should be very glad to know it.” The gentleman 
will find a list of inventions on pages 144-146 of Wanainaker’s Argument on the 
Postal Telegraph, 1890, in respect to which Ihe I’ostmaster-Ueneral said (p. 11): “I 
have had enumerated, perhaps, a score of devices already patented for the purpose . 
of cheanoniug and quickening the telegraph service, which find no use and no profit 
under tlie present condition. I am not an expert iu electrical matters, but I know 
that all of these inventions can not be wholly bad. I am sure that many of them 
are good, but they can not be got into operation with the field monopolized. I'he 
public can not have the benefit of this rare class of American brains, nor can the 
inventors find a deserved remuneration for their work. 'I'he Western Union Com- 
pany, having the control of the telegraph business, has no use for devices which 
cheapen and (piicken the telegraph service and warrant a claim lor reduction of 
rates, 'fhe public, not knowing what it misses, can not become arouseil to the 
defects in methods now in vogue. If once a break is made in this lampart of tele- 
graph monopoly, not only will the men and women who build and use the telegrai)h 
wires find a better market for their fidelity and skill, but inventors, knowing that 
their cases are to be tried before an impartial court, will also find a spur to better 
eftbrts.” 


The statement about the potential pressure for the withdrawal of the i) 08 tal tele- 
graph bill of 1890 made tome by Mr. Wanamaker, in the presence of several others, 
18 said b\ the vice-iiresident to be without Justification. Mr. Wanamaker's high 
honor and excellent judgment make me feel otherwise, but I suggest that fhe cor- 
rectness of Mr. WanamakeUs information is not incompatible with Mr. Clark’s 
belief in the matter. The witness does not seem familiar with this side of the cofu- 


pauy’s affairs. He even says that the giving of telegraph franks is entirely a ])ersonal 
courtesy, and that the company does not expect any favors, nor get any. But the 
president of the Western Union, in his report some years ago, said that the judicious 
use of complimentary franks among Govcrnmefit officials had been the means of 
saving the company many times the money value of the free st'rvice performed. ‘ It 
is admitted that the franks are still giv«‘n to the ssmo class of beneficiaries, and I 
submit that the purpose and resulls are jirobably similar to what they wore when 
the above confession appeared. 

The vice-president gives a table of the deficits in England footing up $37,600,000, 
but the estimates of deficiency are made by including the cost of new construction, 
extensions, and improvements every year in the expenses to be subtracted from 
income, whereas they Indong in the capital account and are so included by the vice- 
president in another part of his testimony, making them do duty on the deficit and 
on the capitalization also. Suppose a manufacturer operaU's at a cost of $.“)0,(KK) 
and sells bis product for $6(f,00()and builds a new mill costing $15,000, has he inailo 
a piofit of $10,000, Imving cleared that amount above expenses of operation and 
maintenance, or has he made a deficit on the year’s business by building the now 
millf It seems clear tliat he has made a profit. 'I’he cost of the mill belongs in the 
capital account, and he has the mill to show for the expenditure. The ditt'eronce 
caused by the wron^ use of construction cost is very great, turning a small deficit 
into a big one, and in some years changing a profit into a deficit. For example, iu 
1880, the vice-president’s statement gives a deficit of £29,909, whereas there was a 
profit of £7,187 above all cost of operation and maintenance and interest on the debt. 


•Senat*' Doc. 65, Fifty-sixth Congross, first Hvaaiou, pp. 18, 16, n. 3. jriving the fae.tH from tho Teuth 
Ceoflua. 

“Houae Committee on roat-Ofilce, hearfnga in reference to the Wanaiiinkor hill, 1890. The following 
are exampIcH of the Hultimore and ()hi<» taritf . New York to Portland, Me., and intermediate points, 
10 cents; New York to Pliila^lelpbia, Baltimore, and Washington, 10 rents; New York. to Chicago, 15 
cents; New York to St. Louis, 20 cents, to New Orleans, 50 cents; to (Jalveston, Tex., 76 cents. The 
average charge on ail inessages was 161 amts (Biiighain Hearings, pp. 21, 62, 76, and Innate Doc. 65, 
Fllte-sixth Congress, first session, p. 21). 

fall citation, verbatim, and references, in uiy testimony. 
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I lore aro some other iustancoa of the same sort, taking my figures from Mr. Morley's 
returns to the House of Coramous : 


. 

Deficit by 
vice-presi- 
dent's state- 
ment. 

* Profits by re- 
turns to 
Commons, 
putting new 
construction 
in the capital 
account. 


£984 
112, 524 
142, 234 
346, 114 

£125, 048 
31,442 
36,011 
4,418 






Tlie postal stateuients ])ut tho deficit sufficiently high without magnifying it. 
Tho Clovornment believes the country gels more than a full return for the deficit 
in the development (»f business, ote., through low telegrajih rates, while experts say 
that if a fair division of expenses were made between the mail and the telegraph 
there would be no deficit at all— a '2 percent change in the linoot division would do 
it. If th(^ telegraph had remained in jirivate hands the service would have cost the 
peoj>le many millions more than the total governimmtal cost, deficit and all. 

Tln^ I'^nglish (hdicit is no argument against jmhlic ownership ol tho telegraph, 
any more than the iiostal deficit here is an argument against public owner^iip of 
tho post, or the political condition ot Philadelphia or Now York is an argument 
against government by the people. There :ire plent\ of countries that do not make 
any such deficit with the teh*gra])h, and wi' can follow their exani])lo until it is 
doomed Avise to throw the electric wires open to public use, just as the roads are 
now, the whole cost of which is a deficit, but a most beneficial one, which brings 
mo to my last jioint in this connection, viz, that a deficit is not necessarily a bad 
thing - - it depends on what you have to show for it. 

The vico-president states tho Western Union stock and bond capitalization at 
$045 ])er mile of line and $130 ($129.80) per mile of wire, and compares it with tho 
llritish capital i/ation, which ho estimates at $1,530 per mile of line and $216 per 
mih' ol wire, by adding to the outstanding capital debt the whole cost of extensions 
and improvemenls from the start (although these were includeil in current expenses 
in an earlier part of his testimony dealing with the English deficit) and making no 
allowance for depieciation. “Men may come, and men may go, but I go on loreyer,'' 
is the song of capital when a monopolistic corporation writes tho music. Private 
monoimly docs not believe in burying its dead capital, but keeps it on the register 
as a basis for taxation, not of itself, but of tho people. Monopoly’s census ot capital 
includes as present population all the inhabitants who have ever lived in the build- 
ing since it was put u]). Besides this gratuitous inflation of tho British capital, by 
applying corporation methods to its estimate, it is well known tliat England paid 
the companies at h3aHt four times tho value of the lines, and probably live or six 
times their value. 1 suggest that it would be better to take for comparison the 
capitalization in some country that has not made such a dropsical purchase — France, 
or Belgium, orUermauy, making duo allowance of course for dilference of wages, 
etc. Better still, to coinpare the $64.5 a mile with the cost of construction in this 
country, ' or with the Western Union’s claim in recent tax litigation in Ohio, that 
its whole property in that State did not cost over $103 per mile of line. * 

• NYosteni (Jjiion leportn slitov cohI. ol'coiintructioii v. trying from $75 to $100 p«r mil© ol lino and $21 
to $70 per mile of wire, on an aveiage for large blocks. Kor tho year ending June 30, 1804, President 
Eckert roporled tlie eunstruction of 1,300 miles of new polos and 22,000 miles of now wire, one-half of 
it (topper, at a total cost of $557,021, or $21 a milo of wire. In the report of October, 18»5, President 
Eckert says that $574,039 was spent during tho year in putting np 15,784 miles of new wire, two-thirds 
of it copper, and part of it on now poles (817 miles) ^ahout $76 per mile of single lino and $36 per mile 
of wire. (John ITox, a Western liiiiou builder, ti'stitled that he had built liqes ibr tho company ftom 
1868 to 1876, constriKding 500 to 800 miles of poles in Michigan (aorao of it 2 or 3 wire, but generally 
l-w ire line) at a cost of $75 a mile and $30 a mile of additional wire. (Semite Report 577, Forty-eighth 
Congress, first session, ]t. 0.) In 1884, Dr. (Jreen, president of the Wi'stiun Union, testified that the 
average cost of tlie Western Union lines was about $45 (Ibid., nart 2, p. 227.) During the year end- 
ing June 3(1, 1805, 2,084 miles of poles and 20, .370 miles of wire that constituted the American R^id 
Telegraph Company lias been bought bv the AVestein Union for $.550,000 in its stock at par, or $27 a 
mile of wire (Western Union Reports 1804, I8«5, and United States Statistical Abstract for 1894, p. 363.) 
The actual market value of the stock payment was $22 a mile, and the Rapid lines were among the 
very newest and best tlie Western Union bus e\er boiiglit 

See fiirtlier Senate Documotit 65, Kifly-sixtb Congress, first session, pages 27-30, where many data 
on construction cost are collected froiu various sources— public, private, domestic, and foreign— ab 
tending to confirm the drift of the figures given above. 

* Western Union Telegraph Company v. Auditor of Ohio, 61 Fed. Rep., 447; State t». Jones, 51 Ohio 
St.. 492; 165 U.S,, 194, Fob. 1, 1897; ami see 64 Fed. Rep. 9, reversing the deidslon of 61 Fed. Rtip., 
ami holding tho Ohio law constitutional, the Stale supreme court n 51 Ohio, and the United States 
Supreme Court in 165 U. S., having sustained the validity of the statute. 



890 


INDUSTRIAL COJtf MISSION .* — TRANSPORTATION. 


Even this contrast probably does not show the real inflation in Western Union 
capital, for the vice-president took the whole inileago of jioles and wire reported by 
the company, which, us wo have seen there is reason to believe is the sum of all the 
lines bought and built from the start, many of them now in the junk heap. Allow- 
ance for tiiis would make the divisor smaller and the <iuotient larger. 

The vice-president says that the “capital of the Western Union Company has 
resulted from the amalgamation of a large number of telegra])h companies from the 
beginning,” and every bn8ine8.s man knows that when companies amalgamate the 
resulting capital is usually a good deal more than the sum of the former separate 
capitals. What the people want to know in this connection is the relation between 
capitalization and the real value of the plant. The practice of heavily capitalizing 
franchises given by State and city, therehy eompolling the people to pay dividends 
on legislation and interest on ahstract jirivilego, is a very qiiestionalde practice. 
Labor and capital actually invested are the only things that ought to draw income. 
It is so with the ordinary merchant and maimfuctnrer, and it ought to ho so with a 
telegraph company. The merchant can not make the peo])lo ]»ay interest on a blue 
book, or on dead ca]dtal; neither should a carrier. Equal rights to all. Fair 
exchange, service for service. No charge for wind, and no tax on the dead. 

I solemnly swear that the matters in the above statement mado hy me of my own 
knowledge are true, and that all other matters contained therein 1 believe to be true. 

Frank Farsons. 


Subscribed to and sworn before mo this 6th day of August, lt)01. 

[seal.] Mai d M. Crane, 

yotary Public, 


STATEMENT OF ROMYN HITCHCOCK, 

ConsuUing Chemist and I'echuoloyist, Xeic Vork City. 

Arguments in favor of Government ownership of the telegraph have been ably 
presented before this commission and from tinu* to time before other committees of 
Congress appoinled to investigate the subject. The general and s])e(:ilic. facts con- 
cerning the telegraph business in this country and abroad have Itcon set forth in 
detail by ilifferent authorities before siieh investigating eommitlces. There is no 
reason why any person of an inquiiing disposition should In* deceived by ambiguous 
or erroneous declarations coticernhig matters of fact in tin* telegra])h business. 

Objections to Government ownership and inanagemenL of the telegraph, based 
upon considerations of political patronage and ahmses, have l»een repeatedly put for- 
ward, hut they are more theoretical than real. If thepeojtle want Government own- 
ership they will also demand ellicient and economical management. This can not ho 
had if political influence <ontrol8 the selection or discharge of employees. The 
operation of the telegraph is a technical service and employees should work their 
own advancement. Civil-service rules should be applied rigidly; promotions should 
depend upon efbcieucy and skill and the results of speidal oxaminatious, with no 
discharges except for cause. Life positions and a pension system should be tho 
reward of faithful service. 

But it i.s unprofitable to spend time over matters alrcad,\ well thrashed out. 
What tho ]»eople desire they should have. It is the duty of the Government, 
imposed hy the Constitution, to utilize the best available means for the transmis- 
sion of correspondence. It is unconstitutional for the telegraph, which should be a 
part of the postal system, to be operated as a. private monopoly. Among the more 
important nations, tho United States stands alone for its shuineful neglect in tho 
matter of telegraph communication, fhis condition is anomalous. The most active 
and progressive people on earth are unable to enjoy the telegraph as a public 
utility. Yet the popular demand for it, expressed in many ways, is indisputable. 
Doubtless on no other single question are the people so united. More than 75 bills 
have been before Congress advocating a postal telegraph. Sixteen investigating 
committees have reported in its favor. Of 75 countries the telegraph is owned and 
operated hy tlio respective governments in all except Bolivia, Cuba, Cyprus, 
Hawaii, Honduras, and the United States. 

The following organizations and many others have expressly favored a postal tele- 
graph system : 

The Farmers' Alliance, the National Grange, the Knights of Labor, the Kailway 
Union, the American Federation of Labor, the International Typographical Union, 
the People's Party, the Prohibitionists, many boards of trade and commercial bodies. 
More than 2,000,000 votes have been cast for it. 
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Mr. Wanaraaker declared in 1890 that the only visible opponent was the Western 
Union Telegraph Company. 

Testimony has been given before this commission relative to discriminating freight 
rates on railroads and the demoralizing effects resulting therefrom. These things 
are only too familiar to students of economic conditions, but few people know that 
similar conditions have prevailed in the telegraph in regard to the distribution of 
news. Mr. 8. H. Bell, representing the Typographical Union, used these words before 
the Senate Committee on Post-Offices and Post-JRoads: 

“Mr. Chairman, the news of this country is controlled by two great press associa- 
tions, and in any place in which either has a footing no new journal can be estab- 
lished and secure a telegraphic nows service except on such terms as may be prescribed 
by the paper or papers which already occupy the held. In England, on the contrary, 
all papers are on an e(iual footing; that is to say, all may receive the dispatches on 
payment of the charges of the news-gathering agencies and those of the Government 
for the transmission of the same. We believe that under governmental operation a 
similar condition would soon prevail here, A\hi«*h would bo of untold benelit to all 
connected with the newspaper industry.’’ 

A great part of the testimony given at various times deals with comparisons. The 
experience of Great Britain and the c«mtincntal countries, the reductions of rates 
invariably accompanying changes from private to public ownership, evidence that 
cheap rates enormously increase the use of the telegraph— all these facts have been 
admirably brought out. But the testimony has dealt almost exclusively with the 
telegraph as it has been and is. The time has come when we should seriously imiuire 
whether the methods of the past, although they still prevail, are the best; whether 
there have not been improvements in telegra]diy as in other arts, or if in this alone 
there has been stagnation for a generation. 

Improvements have been made in the telegraph, but the great monopoly which 
controls it has opposed changes. The logical result has been lealized— that we 
have in the United States the poorest, most inefficient, slowest, most antiipiated and 
expensive telegraph service in the world. It is conducted on the basis of small busi- 
ness at high prices, regardless of the obvious teachings of exjierience that the oppo- 
site policy is the wiser and also, when largely developed, the most profftable. 

To offset this humiliation, due to ignoble and shortsighted linanciering, I propose 
to advocatei before this commission the introduction of an American invention which 
represents the highest achievement in telegraphy as a foundation upon which to 
establish a Government ])ostal telegraph service which shall be sujierior to any the 
world has known. This invention far outranks its nearest rival, the great Wheat- 
stone apparatus. It is an invention not to be superseded, because it attains the limit 
of the working speed (fa telegraph wire. 

The (piestion has always been. How shall the Government obtain control of the 
tclogra])h? How (am it bi'-st do so with just regard to the vested interests which 
must be more or loss affected f Important as these considei aliens are, they are sub- 
ordinate to the lai j^or interests of tlie people. If, as I believe, the time has come for 
a postal telegraph in this country, the people have a right to demand the best in the 
world. If it can be shown that the best is also the cheapest in tirst cost and main- 
tenance, and that its .idoption will improve, (‘heapim, and (juicken the service far 
beyond what would be )to8sible l>y any other method, there can be no question that 
this is what they shoiikl have. 

It is my purpose to advocate such a system. Under jirivute manageineut for profit 
it is thereby iiractuiablo to reduce the present telegraph rates to one-teuth what they 
are at present, with vastly iin])ro\ed service. Under Government management the 
rates could be still further reduced. 

The system of which I shall speak is the high-spi^ed automatic of Mr. Patrick B. 
Delany. The mam features and possiliilitics of the Delaiiy system were discussed 
before the Senate Committee on PiKst-Ofliecs and Post- Roads in 1898. (Doc. No. 291.) 
Although at that time the Elliott Citssou iiu'dal was awarded to the inventor, the 
system is much improved and i.s even better adajitcd to the needs of a jiostal tele- 
graph tlmn it was thou. The tajies are now jnmehod by the ordinary operating of a 
Morse key, and the signals are recorded in Merso characters. The electro-static con- 
ditions 0 ^ a telegraph line have hitherto imposed limitations upon rapid signaling 
by the ordinary methods. By a recent imprevement Mr. Delany has succeeded in 
utilizing the static charge in the production of signals on the receiving tape. 

There are two leading ((uestions which must receive brief consideralion here. 
First, what are the points of practical sujieriority in the Delany system! Sec- 
ond, if it is so extremely valuable, why has it not been adopted by the telegraph 
companies? 

Replying to the lirst question, technical features are involved, which, however, it 
is perhaps advisable to pass over for the ]ire8eiit. The practical aspects of the sub- 
ject are just now of most importance. The one great, feature of the system is the 
extreme speed of operating with reliability and accuracy. The second is the relative 
cheapness of line construction, mamteuauce, and operation. 
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The points of eupeliotity of tli« JWony over it* oeerMt competiior, tho 

Wheatstone are these; More certain lephilit.v «[»!«"»'"• “xo lmim, n«t 

wneai8Wiio» to jirmr work in the field. Improved 

liable to derangement, well ‘ ‘ 1 . without repeaters from Ni>w 

ror^To 8“.f“>Svf''"L nl«ivii^ hy the ,.peraf„r .t 

the sendinir instrument. The tn.nsm/tter iucreasesthe eaiewiwy ot ocean cables. 

The invention is a rovsnlt of <:nHluaI development of a fiimJaineutal principle, fhe 
inventor is nut only an expert practical telegrapher, but ho fsarnember and ex- vice- 
president of the American Jnslitnto of Electrical Engineers, member of the Franklin 
Institute, and the inventor of niiineions telegraph devices His synchronous-multi- 
plex system, whereby 1 wire is made to carry fi messages simultaneously, one way 
or in opposite directions, has been in use by the Hritisli post-oftice for 1.") years, and 
his system for cable transmission bolds tne record for high speed over Atlantic 
cables. 


When it is considered that a groat item of cost in ordinary telegraphy is the con- 
struction and maintenance of a large nnmher of wires, it will bo iimbirstood that if 
the practical speed of working is greatly increased, the number of wires or tho 
amonnt of copper conbl be correspondingly reduced, with great rcsnlting economy. 
Let me give one illustration of this from high authority. Mr. Norvm (iri^eii, for- 
merly president of the Western Union, stated that the introduction of the “artilicial” 
or “]ihantom'’ circuits of th<w{uadrnpl(‘x represented in value to tliat corporation 
$10,000, (KX). The quadru)»lex is used only on a comparatively few circuits, and it 
does not quite double their practical duplex ellicioncy- These are large ligiircs. )>nt 
a simplex Morse operator, sending at the rate of 15 words a minute, may monopoli/e 
a line which cost $20,000. 

When we come to tho I )elany system, Iiowever, tho economy is eiiorinously greater. 
For while the quadriiplex sends an a\erage of tit) words a minute with eight opera- 
tors, four sending and four receiving, and the Wheatstone automatic 125 words, or, 
if duplexed, about 200 words, the Delany sends over a single wire 1,000 words a 
minute for a distance of 1,000 miles. In other words, one Delany wire is equal to 00 
wires worked sinqilex or to about 20 wires <|uadruplexed, and it operates 8 times as 
fast as the Wheatstone. 


The money-earning capacity of a line which is able to carry messages at a speed 
of 1,000 words a minute demonstrates tbe desirability of speed for economical w'ork- 
ing. If we take 10 hours of constant operation for business and social messages and 
allow 20 per cent of the time for manipulating the aiiparatns, the practical working 
result will be 800 words a miiiiite. 


Assuming messages to comprise 50 words ea<-h, 16 messages could be sent each 
minute. For coiivenieiiee, we will say 15 messages a minute In 10 hours this 
would amount to 9,000 messages, which at 15 cents each would yield a gross income 
of $1,350. 

An estimate of tho proHts of a line between New York and Chicago, fully equipped, 
at an assumed cost of $1,(XX),0()0, will indicate the immediate possibilities. This line 
is supposed to have two wires, with a speed capacity of 1,000 words a minute each, 
one for sending and one for receiving. 

We will suppose these wires are operated at a speed of .500 words a minute each 
way, and that 15,000 messages of 50 words each are transmitted every day of 12 
hours. 'I'he present telegraph bn8ine.‘>s8 between tho two cities at 10 cents for 10 words 
is 12,000 messages a day. Therefore, the estimate of 15,000 50>word messages at 15 
cents each is conservative. 


15,000 messages, at 15 cents, $2,2.50 a da^, for 300 days $675, 000 

Line maintenance, at $4 a mile, 2,000 miles $8, 000 

Handling messages, at 2.6 cents each 117, 000 

Interest, 4 per cent 40, 000 

165,000 


Income 540,000 

There is reserve capacity on the line. Only one-fourth of its working capacity is 
utilized. Press dispatches will occupy some of this. But no account is here taken 
of hnsiness from intermediate cities. 

The figures do not include expenses of administration. 

The question has been asked, How much cheaper can theOovernmont conduct the 
telegraph service than the frresent corporations! I have not attempted to estimate 
that in a specific manner, bnt the select committee on tlie telegraph in 1870 estimated 
that tbe annual saving would be at least a million and a half a year. The receipts 
of the telegraph companies are now four times what they were in 1870, so that the 
saving under Government would he very much greater, without any improvement 
whatever in technical operation. It is probable that, taking account of dividends 
upon watered stocks alone, aftoi deducting tbe probable value of the line eiiuipments 
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of the corporations, the saving by Government management would be not less than 
$4,000,000, and other economies woiihl considerably increase that sum, without 
change in the methods. 

Prof. Frank Parsons said, in 1896, concerning this subject: '' If improved methods, 
well known to the electrical world, were adopted in the postal telegraph, the saving 
would be far greater— so great, indeed, that there seems every reason to believe a 
uniform rate of 5 cents a message would yield a substantial j>rofit ” 

As to the second question, pertaining to the attitude of the existing monopoly 
toward this system, or toward any new system, I wish to quote a few pertinent 
words from Mr. Delauy himself, which are to bo found in Senate Document No 291, 
Fifty-fourth Congress, lirst session : “ So anxious have the telegraph ow’iiers been 
to perpetuate the condition of the early days— the golden span Irom 1858 to 1870— 
when a $500,000 plant grew to one of $20,000,000, every innovation calculate<l to upset 
or interfere with this comfortable situation has been unwelcome. Every step in 
advance has been viewed as an encroachment on an exclu8i\e domain, and ejicli 
great improvement has been obliged to knock loud and long for recognition. It is 
significant that none of the improved methods of telegraphy now in use originated 
within the controlling telegraph organization, all having come to it by juirebase of 
competing Hues or from individuals outside. The w'ell-known Page patent was the 
work of an examiner in the Pat<‘nt Office. Stearns was connected with the municipal 
telegraph of Hostou when he brought out his duplex system, and it required 2 or 3 
years’ effective work by a competing line to gain a foothold for it. Edison’s quad- 
ruplex system was an outside creation The telephone was a foundling left on the 
doorstep of the leading telegraph company, but was not adopted and was recognized 
only after it bad grown into great jiromise.” 

With proper legard to the future and a disposition to maintain an up-to-date 
installation, a part of the large earnings would have been invested in improvements, 
and rates should have been retluced. lint what has been the jiolicy throughout? 
The fatal, ruinous policy not to meet comiietition, but to buy it up. A dependence 
upon the purchasing ])ower of wealth to prevent changes or the use of new methods, to 
antagonize improvements, ami to suppress inventions. It has been a battle of money 
against the pervading spirit and tlie irresistible tendencies of the age, and it will 
meet its Waterloo whenever improvements in either methods or means come into the 
field. It needs not even the Delauy system to ruin the telegraph monopoly ; it needs 
no new devices; nothing but the same old system that the comjianiesare using still, 
supplemented with one-fifth of the money represented by tbeir outstanding securi- 
ties, and a liberal and wise business policy. But it is not competition that we are 
striving for; it is the best and cheapest system for the people. 

Ouet)f the worst features of the. present monopoly is the utter disregard of the 
welfare of faithful cmplo.ve<‘s. Their condition is as bad as it can be, for the wages 
are insufficient for comfortable living If the truth were all told, there would be 
popular indignation. Vet the emjdoyces are powerless to better their condition. 
Probably the averagj*. operator should rcceivi* about double the wages paid by the 
Western Union ('ompany. 

Leaving out of consideration the possible economies which might be effected by 
Government administration with the older methods, let us suppose the telegraph to 
be brought into universal use through the greafest possible cheapening of rates. 
Whether this result is attained through Government ownership and the operation of 
the telegraph in conjunction with the post-oflii’e or by its adoption by a private 
corporation working for profits, does not mateiially aflect the point at issue. In 
either case there will be at least 90 per cent redm-tion in charges. 

While personally favoring Government ownership and disposed to actively further 
it so long as there is any prospect of success, I am also convinced that it is possible 
to make the telegrajih a public utility in private hamls. The proposed reduction in 
rates of 90 per cent are based upon the Delany system under private management. 
By no other system would such a large reduction be profitable to the owners. It is 
proposed to establish a rate of 15 cents for 50 words and 30 cents for 100 words 
between New York and Chicago. It is proposed to do away Avith the 10-word mes- 
sages and substitute letter-telegrams— letters carried by wire instead of by train. 

Comparatively few men are able to immediately grasp the idea and follow it con- 
fidently to the inevitable conclusion. It reijuircH time and thought and familiarity 
before the transmission of letters of 50 or 100 words from New York to Chicago or 
San Francisco presents itself to the mind as commercially possible or even to be 
desired. Any radical departure from old iiiethodH' requires time to permeate the 
average brain cells and ganglia and bring forth definite or logical couclusious. 
The man of wealth does not at first recognize its possibilities for gain; the people 
will not conceive the reality of it until they have experienced it, learned its advan- 
tages, the saving in time, the compietencss of knowledge as contrasted with the sus- 
pense, uncertainties, even anxieties of the ambiguous short telegrams, short because 
every additional word costs. Such letter- telegrams will be something new under the 
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Bnn. No man can estimate what they will lead to in ihimber; in brin^?inff people 
nearer together in time and social intercourse, and in the distribution of news for the 
press. 

Likewise our torefatliers could not foresee the wonderful growth of correspondence 
which we now enjoy because of cheap and rapid mails. The postboy, pony post 
with relays, packet boat, train, telegraph, pneumatic tube, telephone, represent suc- 
cessive stages with a premium subsidy for speed, reaching an anticlimax in the 10 
cent stamp to hasten the delivery of a letter by a few minutes which may have been 
many hours on the way. But even now the telegraph is too slow, because it can be 
speeded up. 

The conviction that the telegraph should belong to the people, that cheap commu- 
nication is one of the greatest blessings to a nation, should he strong enough with 
all to eliminate selfish considerations. But as I look forward 1 see the signs of a new 
private monoply in the air, the basis of whieli is the Delany system. At present I 
believe it is possible to direct the system into Government control; but if this is to 
be done, there must bo no delay in Congress. If the system gets into the control of 
those who are more interested in the profits of an investment in stocks than in the 
needs of the people, the Government will not be able to secure it without a much 
larger expenditure and probably a delay of several years. 

This is not a matter which admits of any lobbying. Fair, open, and direct deal- 
ing, I am assured, will charact<u-i/.e all negotiations on behalf of the owners of this 
system. If it is true, as has been intimated to me, that a fund of .$1,000,000 was at 
one time provided to defeat legislation in favor of Government owuershi]) of the 
telegraph, the same conditions may have to be met again, and they can best be met 
by giving the utmost possible publicity to every detail of the negotiations. 

1 wish now to make one further suggestion in the direction of radical departures 
from old methods. If we have sometnmg which promises to effect material changes 
in social or business methods, it is well to prepare for them in advance. Now, thete 
cheap letter-telegrams are sure to enormously increase the bulk of the telegraph 
business. While messages will be much longer, they will also be in vastly greater 
number. And if the system is introduced by a private corporation, its operations 
will profoundly affect the post-office business. This is a matter which deserves 
very critical examination. 

The primary function of a telegraph company is the transmission of communica- 
tions over its wires, 'riie practical development of the liusiness, however, has 
involved the immediate <lelivery of messages by special messengers. Obviously, if 
the company couhl be relieved of the special-delivery obligation, it woubl be greatly 
to its a<l vantage, and the public service couhl b«' made ranch cheaper. 

With the larger develoimient of the telegraph business— larger, it sliould be 
understood, than anything the world has seen— which will result from the new 
system, the special delivery of such a great volume of correspondenc(‘ in large cities 
would require an organization rivaling in extent the post-office carrier service and 
practically iliiplicating it. Letter carriers make regular rounds, hut if messages 
required to be sent out singly, as they arrive, it wouhl add very much to tlie com- 
plications and expenses ot the telegraph administration. 

'Hie argument that the telegraph companies <lo now deliver all mc'ssages dmss not 
affect the point of this discussion. Scr\ice can always be rondorod if jieople are 
willing to }>ay for it. All telegrams handled bj the companies now are urgent, 
although not so regarded by the companies, and delivery by messenger is obligatory. 

By far the greater nnmher of letter-telegrams will bo of a nature that will not 
require immediate delivery. It is therefore proposed to have them delivered by the 
post-office. If ordinary letter-telegrams are handed in at New York and posted in 
the Chicago post-office 20 minutes later, for delivery in that city, they will reach 
their destinations soon enough. Patrons who wish to do so, ean have lock boxes at 
the telegraph office, in which their dispatches will be placed as they arrive. 

This post-office delivery does not conform to the conventional idea of telegraphic 
correspondence. W e are accustomed to have telegrams sent to our officios and homes, 
and the idea of receiving them by mail seems at tirst glance a backward step. But 
in truth it is not, for what time is lost in delivery is largely made up in getting the 
messages quickly through to the cities of their de.stinution. The new system will 
lead to the delivery of messages through the post-offi<'e almost if not quite as 
promptly as they are now delivered by the Western Union Company. I do not wish 
to exaggerate in this regard. The local post deliveries are olteii slow and far apart, 
but as the demand for this seryice increases there will he material improvements 
all around. 

Nevertheless, a certain proportion of letter-telegrams will reejuire immediate 
delivery, and for this purpose responsible, uniforjnud men, not hoys, should be the 
carriers. For this service n special charge should he made. 

My contention is that the less urgent Imsiness should not he taxed to pay for this 
Bpecial service rendered to a comparatively few correspondents. Good husiuess 
policy requires special pay for special service ami minimum charges for ordinary 
service. 
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The routine of business will be, in a general way, as follows : 

In every city there will be a central transmitting and receiving oflSce, and there 
may be a number of branches similarly equipped, but we will consider only the cen- 
tral office. Connected therewith by ordinary wires will be small local offices where 
letter-telegrams can be handed in, but from which deliveries will not, until after 
later developments, be made. At each of these local offices a telegraph operator 
will have a Morse key which operates a tape-punching apparatus at the central 
office. If the Government owned the system, all this would be arranged in connec- 
tion with the postal stations. 

At the central office the punched tapes are immediately run through the line trans- 
mitters, at a speed of 600 to 1,000 words a minute, or faster for short distances. With 
such rapid transmission, there must be an immense amount of business before there 
can be a moment's delay in sending off a message. For example, a single instrument, 
on one wire, will do ail the business that can be provided by 50 men constantly 
working Morse keys. It will rmiiiire a very large development from the present 
business before 50 Morse operators will be kept continuously at work sending mes- 
sages to any one city. If such a result should be realized, between such important 
cities as New York and Chicago, the immediate running of another wire would be 
advisable. That may happen after a while. When a wire is worked to anything 
like its carrying capacity by this system, it will bo earning so much money that, 
under Government control, there will be either a large profit or a reduction of the 
15-cent rate to 10 or even 5 cents for .50 Avords. 

Now we will follow the message to its destination. At the distant city it is 
recorded in Morse characters on a tape. In the ordinary course it Avill be written 
out on a typewriter, inclosed in an envelope, stamped and addressed, and dejjosited 
in the post-office. 

The system involves important details in the convenient and systematic manipu- 
lation of the tapes, and the method of distribution of messages to distant ])arts of 
the city, which need not be dealt with here. 

An important feature of the system is that it affords absolute secrecy for all cor- 
respondence, whenever this is desired. For Government business, as well as for 
some private correspondence, this is worthy of consideration. The only way to 
insure sei^recy is to prevent any emjdoyee of the telegraph company from knowing the 
words of the communication. The tapes may bo punched by confidential clerks in 
private offices. Whenever such confidential business has to be transacted, suitable 
apparatus for this purpose can bo leased from the telegraph company. There are 
several Avays of punching the tapes, and employees can quickly learn to do the Avork. 
Such tapes will be rolled in compact coils, in the usual Avay, and carried to the trans- 
mitting office, where, in the presence of the messenger, they are run through the 
machine, automatically coiled up as before, aud handed back. Not a Avord of the 
message can be read. 

At the receiving station the tapes are also automatically coiled as they come from 
the machine. When a message of this secret character is received, the tape must be 
sent to the address without uncoiling. Any person can soon learn to translate the 
Morse characters on the tape. 

Now, in regard to the policy to be pursued by the Government in securing a postal 
telegraph, it seems tome, in the light of facts herein presented, that the purchase of 
the properties or securities of the existing telegraph corporations would bo highly 
inexpedient). If the entire plant of the Western Union Company could be repro- 
duced for $25,000,000, or less, as is confidently declared by persons who know about 
such things, the people of the country should not be called upon to pay a hundred 
millions for it merely to protect investments. It is easy to predict ruin to the busi- 
ness of that great monopoly when confronted Avith a competitor too strong to be 
bought up. And if the purpose of such competition should be the ruin of the exist- 
ing companies, it could succeed in its aim. But industrial disturbances and revolu- 
tions, predicted by enthusiastic advocates of neAv systems, seldom bring sudden 
disaster to established business. Usually there is time for a natural rj^aiyustment 
to meet the changed conditions. The canal ])oat still competes Avith railway traffic. 
Doubtless the present telegraph companies Avill continue in fairly profitable busi- 
ness, parallel with the Delany system, although to do so they must adopt a more 
liberal and enlightened policy than in the past. They will lose all the general tele- 
graph business, but this, which should have been their main source of revenue, they 
have made no effort to develop. Indeed, they have systematically restricted it to 
the public necessities by excessive charges. They will also lose the press business. 
But there is enough of other business remaining which Avould seem to be undesirable 
for the Government to undertake. 

Doubtless the simplest course for the Government to pui*8ue in the introduction 
of this system would be to enter into an agreement with the owners whereby the 
latter shall construct the first line— -between Washington and NeAv York, for exam- 
ple— with complete equipment, and operate it for 6 mouths or a year, for their own 
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profit, at 10 and 16 cent rates for 60 and 100 word niessa^fos. 11, at the end of the 
time, it has been shown that the working is satisfactory, as provided in the speciUca- 
tious, the Government is then obligated to take over the line, paying an advance of 
10 per cent on the construction cost. It would be well to have a Government engi- 
neer in some way associated with the construction. 

It may be asked, What evidence can be adduced that the Delany system can prac- 
tically accomplish the results claimed for itt If the evidence were not beyond 
question there would he a weak point in my whole argument. But there is no such 
weakness. Nothing has been asserted that does not rest upon indisputable facts of 
experience, which are capable of demonstration at any moment. At a meeting of 
the Franklin Institute, at Philadelphia, November 20, 1895, the Delany system in 
its first practicable form was shown and later received the Elliott Cresson medal. 
The following quotation is from the journal of that date; ’‘At this point Mr. Delany 
made several experimental transmissions through an artificial line. * * * Per- 
fectly legible records were obtained at a speed of 1,200, 1,800, and finally to 2,400 
words per minute, as timed by Mr. Thomas Shaw, M. E., and others.— The Secretary.'' 

The apparatus has been operated at a speed of 8,000 words per minute, but this 
has no commercial significance. 

Finally, gentlemen, if there is any solid basis for industrial innovations, if there 
is any sound, safe, and sure foundation upon which we can rely in these days, either 
for the encouragement of an industrial enterprise or the investment of our precious 
money in it, that must be in the profound and accurate knowledge of men thor- 
oughly grounded in the knowledge and methods of physical science 

It is upon such high authority that I have ventured to thus boldly and confidently 
advocate the Delany system before you, and I think the Government of this ])ro- 
gressive people should be quick to recognize its merits and utilize them for the pub- 
lic good. 

Romyn Hitchcock. 
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INTRODUCTION. 


For the purpose of this report special charters, granted by every State and Ter- 
ritory in the United States, were examined. The session laws of the various leg- 
islatures, as published, contain the charters granted by them; and while not all 
the charters that have been granted wero examined, the number which was exam- 
ined is so large that generalizations may safely be based upon them. As a rule, 
the charters granted during the first 10 years or so in any one State were com- 
pared with one another. The charters granted during the later decades were 
likewise examined, with a view of noticing in what ways, if any, these diifered 
from the earlier ones. Parallel with these, an analysis of general laws was under- 
taken, including only the earlier enactments on the subject of railways. The dis- 
cussion of contemporary railway legislation was based upon tlie latest edition of 
the I'evised statutes of the different States, supplemented by the general laws of 
the States which had been enacted since the publication of the statutes. In this 
manner, it is believed, no essential provision of the railway laws of any State, 
whether included in the revised statutes or not, have been overlooked. The 
material upon which the treatment of constitutional provisions is based is found 
in tlie appendix to this report. The treatment of foreign railway charters 
and legislation rests almost exclusively upon material submitted by the various 
departments of public works in the different foreign countries. The respective 
omcrers were recpiested to submit typical charters and important general laws; 
and there is every reason to believe that the material thus submitted is thoroughly 
representative of the railway legislation of the countries concerned. 

Without attempting to formulate definite conclusions or to express whatever 
opinions may be justified on the basis of the facts presented in this report, a num- 
ber of the leading characteristics brought out may be enumerated here. In the 
first place, the essential similarity of charters the world over has been confirmed. 
The lineal descent of present railway charters from the earlier canal and turnpike 
acts in England can likewise not be questioned. While in different countries cer- 
tain forms of expression found their way into the charter, in many respects more 
than similarity can be discovered. Identity of contents, even, can in many 
instances be established. A characteristic or railway legislation in the United 
States is the great extent to which special legislation was persisted in after gen- 
eral laws had been enacted by the respective State legislatures. In all sections of 
the country the statute books afford numerous instances of the granting of special 
railway charters, completely ignoring tlie existence of general laws for the incor- 
poration of railway companies. In addition, illustrations can be found of the 
organization of railway companies on the basis of special charters granted many 
years before, wlien at the time of such organization general laws and constitu- 
tional provisions prohibiting special franchises were found upon the statute books. 
As a whble, the railway legislation of the United States is incomplete, especially 
with respect to such subjects as thejssuaiice of stock, making joint aiTangements, 
providing for emergencies, and similar topics. ■ A tabular analysis of railway laws 
shows at a glance tne absence of essential provisions in the laws of many States. 
Together with this incompleteness there goes a certain lack of uniformity, which 
must be extremely exasperating to railway companies tliat attempt to act in 
obedience to the law. Our great railway systems lie in territory under the juris- 
diction of a number of different States, and when two or more of these States 
legislate in diverse ways on the same subject, it is difficult to see how a railway 
manager can act in accordance with the laws of all the States to which his road 
is subject, and at the same time adhere to that unity in management which good 
business principles demand. The railways are essentially alike all over the 
United States, and no good reasons can be advanced for the extraordinary differ- 
ences which exist among the laws of some of the States. 

The lack of elasticity in railway legislation is best illustrated by the many con- 
stitutional provisions which have been incorporated by various States. It is a 
well-known fact that amendments can not be readily secured, and, that legislation 
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which is rigidly limited in its scope by constitutional amendments can not embody 
that freedom of action which the nature of the railway business demands; Our 
railways are an important part of our industrial mechanism, and, in common with 
all other domains of social and economic life, they undergo changes and adjust 
themselves to modifications and variations in this social and economic life. 
Rigidity in railway legislation prevents that prompt readjustment which progress 
demands. The tendency, noticeable in the laws and constitutional provisions of 
a number of States, to permit supensionof the long and short haul provisions, for 
example, is an excellent illustration of a most commendable tendency in our rail- 
way legislation, because it gives to administrative authorities discretionary 
powers, which will enable them better to adjust the railway service to concrete 
conditions as the same may arise. 

In general, it is true that our laws do not recognize differences in the degrees 
of importance represented by different railways. A subordinate branch of a 
small independent road in a remote section of the undeveloped part of a State is 
subject to the same laws that govern the most important systems, except, perhaps, 
in regard to taxation, for which purpose various schemes of classification have been 
adopted. Again, it may be saia that our laws do not provide for adequate admin- 
istrative machinery, and that many of them appear to have been enacted on the 
assumption that statutes execuite themselves. An examination of the commission 
laws shows clearly the great lack of uniformity in the qualifications of commis- 
sioners, their terms of office, and in the powers exercised by them. The question 
naturally arises whether any system of administrative control could not be 
greatly stren^honed by legal provisions, outlining certain qualifications for 
every agent v^o may be a part of the administrative machine. At present there 
is nothing in our State laws to prevent persons totally unfamiliar with railways 
from occupying positions which call for nigh ability and thorough knowledge of 
railway affairs. Furthermore, there is very little in our laws which enables the 
commissions or other officers to compel prompt compliance with the laws on part 
of individual railways which do not see fit to obey them, A single obstinate 
manager may prevent other managers from voluntarily doing what justice to 
shippers and railways alike demands, and what every citizen should have a right 
to aemand; and, in case the demand ^oes unheeded, to have the same enforced 
through an efficient and prompt administrative agent. A study of the laws of 
Prussia, Switzerland, and Japan impresses one with the lack of representation of 
social and economic interests in the management of our, railways. The full 
significance of this becomes apparent when the composition of advisory bodies 
in these and other countries is taken into view, and the wholesomeness of the 
influence and power which they exercise over the railway systems of their 
respective countries is realized. They are, in a sense, clearing houses of informa- 
tion through wliich the railways and the people learn to know each other. 
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General characteristics.— A railway charter may be defined as a special act of 
a legislative body authorizing a person or persons duly organized to construct 
and operate a railway or railways in a certain territory under certain conditions. 
Such a legislative act is a private law. With the exception of a few of the 
Western States — Arizona (Territory) , California, Colorado, Idaho, and Montana — 
which began with general laws, special charters have been granted by every 
State and Territory in the United States. The charters have numerous resem- 
blances and differences which will bo noted more in detail later on, but at the 
outset it is well to notice certain features which charters in all parts of the United 
States have in common. In spite of numerous striking differences which exist, 
we may speak of a typical railway charter. 

The leading features which are common to railway charters of the different 
States may be associated with the following points, every charter having one or 
more provisions relating to some or all of these points: Name of company; num- 
ber of commissioners; number of board of directors; the amount of capital stock: 
size and number of shares; the amount of the payment per share at the time of 
subscription, and the maximum as8es.sment per share, together with the number 
of days’ notice required: systems of voting; the time limit as to beginning and 
completing construction; Junctions, branches, and extensions; route; expropria- 
tion and methods of valuation, together with the manner in which disputes are 
settled; the amount of land which may bo held; the number of miles to be con- 
structed before traffic may be opened; the powei to borrow money and the rate 
of interest; the distribution of dividends, liability of stockholders, annual reports, 
passenger and freight rates. In evqry State charters may be found which contain 
provisions on only a few of these points, while in most States charters were granted 
containing provisions on all of them, and perhaps others not here indicated. 

Following an old English custom, a few charters in a number of States contain 
a preamble. Where a preamble is found, it usually sets forth the reasons why 
the proposed railway should be constructcal, the public service which it can be 
maae to perform, and the manner in which the project is to be carried out. Pre- 
ambles of this kind can be found in charters of States so far apart as Wisconsin, 
Pennsylvania, and Geor^a. Similarly, charters in some North Atlantic States 
declare the public use of the projected railways. Both the preamble and the dec- 
laration of imblic utility serve the same purpose, namely, to brin^ before the 
legislative body before the franchise is granted the social and economic conditions 
which make the project desirable, if not necessary. 

While there is no general order in which the different provisions of a typical rail- 
way charter are incorporated , in the individual charters of the different States, it is 
very common for a charter to enumerate first of all a number of persons, desig- 
nated commissioners, under whose direction the proposed railway is to be organ- 
ized. These commissioners are authorized to open subscription books in specified 
localities on a certain date, and to continue to receive subscriptions during a cer- 
tain period of time. The charter further specifies that after a certain minimum 
sum has been subscribed, and a certain payment on each subscription, varying 
greatly in its amount, has been made, the subscribers shall hold a meeting and 
elect a board of directors. The size of the board to be elected, like the number of 
commissioners, varies very greatly in the different charters, although 9 and 13 are 
perhaps the most common numbers. In a few States , like Connecticut , Maryland , 
and Kentucky, charters were granted making it obligatory on the part of the 
elective officers to bind themselves to the performance of their respective duties 
by an oath. 

The board of directors having been elected, the company has obtained legal 
status and is prepared to carry out the provisions of the charter in its possession. 
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The powers granted to the company, acting throngh the board of directors, include 
powers common* to corx)orate bodies, such as purchasing, holding, selling, and 
leasing property; to have perpetual succession; to sue and be sued; to use a com-, 
mon seal, and in general to exercise those powers, rights, and privileges which 
other corporate bodies exercise, in order to carry out the provisions of the charter. 

One power which is invariably given to the board of directors, with or without 
restrictions, relates to rates; and, considering the great importance which has 
always been attached to the question of rates, it may be well to bring together 
typical features of charters of different States on this important question. 

Charter provisions as to rates.— A charter granted by Connecticut in 1832 
provides that the company may charge “ such rates per mile as may be agreed 
upon and established from time to time by the directors of said corporation.” 
This, in substance, is the provision on rates which is more frequently found in 
railway charters in the United States than any other. The Connecticut charter 
just referred to names 3 “commissioners,” who shall be sworn to a faithful dis- 
charge of the trust imposed upon them by virtue of the act, and who shall not be 
interested in any way whatsoever in the company. 

A Colorado charter of 1865 provides as follows: “ They (the board of directors) 
shall have power to establish such rates for the transportation of persons and 
property in all matters and things respecting the use of said road and the trans- 
portation of property as may be necessary: Provided, That the legislative assefn- 
bly of this Territory, or any legislative body, having legislative authority over the 
county in which said road is located, may, after the expiration of 25 years from 
the pas.sage of this act, and at the expiration of each period of 20 years thereafter, 
prescribe rates to be charged and collected by said corporation for transporting 
passengers and freight over said road and the branches thereof.” 

One of the earliest Florida charters grants the company “the right to demand 
and receive such prices and sums for transportation as may be from time to time 
authorized and fixed by the bv-laws of said company or companies: Provided, 
That such prices and sums shall not be increased without at least 60 days’ previous 
notice thereof being given.” This charter further provided that the “ tolls 
should not yie Id more to the companv than 20 per cent per annum on its stock, 
and any excess o ver 20 per cent should be paid into the internal improvement fund. 

Maximum rales are prescribed in a charter granted by Georgia in 1837, as fol- 
lows: Provided, That the charge of transportation or conveyance shall not 
exceed 25 cents per 100 pounds on heavy articles, and 10 cents per cubic foot on 
articles of measurement for every hundred miles, and 5 cents a mile for every 
passenger, ” Similar provisions were incorporated in Georgia charters during suc- 
ceeding years. 

An Indiana charter of 1832 empowers the company to “ change, lower, or raise 
rates at pleasure: Provided, That the rates established from time to time shall be 
posted in some conspicuous place or places.” 

A provision similar to that found in the Florida charter above auoted is found 
in a Connecticut charter of 1829. “ It shall be lawful for them (board of direc- 
tors) to charge for every hundred pounds transported 60 miles or upwards, 2^ 
mills per hundred pounds weight for each mile; for ever hundred pounds weight 
transported over 20 miles and under 60 miles, 3 mills for each mile; for every hun- 
dred pounds below 20 miles, 3+ mills per mile.” Passengers were to pay 4 cents 
'per mile. 

A charter granted by Maryland in 1827 prescribed different rates for different 
directions. From north to south the freight charges were not to exceed 1 cent 
per ton-mile for toll and 3 cents per ton-mile for transportion: south to north the 
charges were not to exceed 3 cents per ton-mile for tolls and 3 cents per ton-mile 
for transportation. The maximum rate for the transportation of passengers was 
fixed at 3 cents per mile. The same State granted a charter in 1831 which fixed 
the maximum rate for freight at 3 cents per ton-mile for both toll and transpor- 
tation, and for passengers not exceeding 3 cents per mile, provided the passenger 
does not carry baggage exceeding 50 pounds in weight and occupying space not 
exceeding 2 cubic feet. 

The early Massachusetts charters, like the charters of other New England 
States, are the most complete of any that can be found in the legislation of other 
States. Ono of the earnest charters, granted in 1829, refers to a general law 
enacted by Massachusetts in 1808, thus subjecting the corporation created by the 
charter to the provisions of a general law. That is perhaps the earliest instance 
of its kind. While this charter fixes a maximum freight rate it does not mention 
passenger rates at all; but another charter granted by the same State during the 
same year provides that the company may impose charges “ not exceeding 3 cents, 
and for every passenger passing and repassing not exceeding 2 cents per mile, 
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which shall he conveyed upon said railroad, exclusive of the expense of transpor- 
tation, payable at such time and in such manner as may be described in the 
by-laws.” It will be noticed that this charter, like the Maryland charter already 
referred to, makes at least a theoretical division of the aggregate charge into 
“ toll ” and “transportation.” 

The early charters granted by Michigan are essentially like those granted by 
Ohio, Illinois, and Wisconsin. Many of them are quite complete and contain 
leading features of typical charters. Those which are more carefully drawn con- 
tain provisions relating to maximum rates for both freight and passengers. The 
amount which the company may charge varies, however, very materially, not 
only in charters granted during succeeding years, but also in those enacted dur- 
ing the same year. For all of the Western States the statement holds true that 
among earlier charters we find more numerous examples of maximum rates, oven 
though the same charters give the board of directors wide discretionary powers 
over rates. Following the period during which charters of this kina were 
granted, it was more common to omit the maximum-rate feature and to incorpo- 
rate the power over rates in the board of directors, giving this body the right to 
charge such rates as it may from time to time think expedient. It may be noticed 
that an early Ohio charter (1838) makes a distinction in charges upon ordinary 
and “ pleasure carriages.” 

There is no essential difference among the early charter's of Pennsylvania and 
Maryland, except perhaps that in Pennsylvania a di.stinction was sometimes made 
between “ through ” and “ way ” passengers. Nor is the difference between the 
charters in these States and those granted by North and South Carolina a striking 
one, except that the systems of voting rather common in the Carolinas do not 
appear in the Atlantic States farther north. In 1837 Nortli Carolina granted a 
charter which provided for maximum rates as follows: “ On persons, not exceed- 
ing 6 cents per mile for each, unless the distances to which any person be trans- 
ported be less than 10 miles, in which case the president and board of directors 
may be entitled to make an extra charge of 50 cents for taking up and putting 
down each person so transported; for transportation of goods, * * * not 
exceeding an average of 10 cents per ton mile; and for the transportation of mails, 
such sums as they may agree upon.” In a similar manner later charters in both 
North and South Carolina prescribe maximum rates. These rates frequently bear 
a direct relation to distance and space occupied. 

These quotations suffice to indicate the manner in which early charters in dif- 
ferent parts of the TT nited States attempted to control rates. The variety existing 
among provisions of this kind is no greater than among provisions on other sub- 
iects, and in nearly all instances the maximum rates prescribed appear to have 
been much above what railway companies would in ordinary circumstances bo 
inclined to charge. 

As a matter of interest, rather than of importance, it may be noted that in a 
few States several charters prescribe rates by reference to another charter previ- 
ously granted by the same legislature. Thus a Michigan charter of 1848 refers to 
rates charged by the Michigan Central Railway; a Georgia charter of 1838 sneci- 
fies that the company may charge as much as the Georgia Railroad and Banking 
Company; in 1831 Mississippi adopted a charter granted by Louisiana; and a 
Tennessee charter of 1851 grants the same provisions which have previously been 
granted to the Nashville and Chattanooga road. 

Publicity of rates.— Publicity of rates is not generally provided for, although 
provisions on this subject are found in some of the charters granted by Indiana, 
Louisiana, Maine, New Hampshire, Vermont, New Jersey, South Carolina, 
Georgia, Missouri, and in occasional charters gi'anted in the Northwestern States, 
all of which are fairly well illustrated by the clause of an Indiana charter quoted 
above. A Louisiana charter of 1831, after providing that such rates may be 
charged as shall have been previously fixed by the resolution of the board of direct- 
ors, .stipulates that “ rates shall be published in some newspaper, * * * and it 
shall be unlawful to increase such rates, after the same shall have been established, 
during the period for which they have been established.” The same charter fur- 
ther provides that every new board of directors shall publish a schedule of rates 
within 10 days after its election. Another charter granted 8 years later speci- 
fies the number of newspapers in which the schedule of rates shall be published, 
and that such rates “shall not be changed during^ the year in which they are 
established.” Publicity of a different kind, and quite unic^ue in railway legisla- 
tion, is provided for by joint resolution of the South Carolina legislature of 1836: 
“That no charter for the incorporation of railroad companies, or in extension 
thereof, shall be granted by the legislature unless 8 moptns’ public notice of the 
application tor same be previously given by advertising in one of the papers of 
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the city of Charleston, and also in the paper of one of the counties in which said 
road may be situated, or, if there be no newspaper in such county, then by pub- 
lication of such notice a5 the court-house or some conspicuous place in the 
county.” The South Carolina resolution evidently aimed to accomplish the sanie 
thing as the dec'laration of utility in some of the other States, namely, to dve 
interested parties an opportunity to be heard and to demonstrate to the puhlic 
the necessity of incorporating the projected company. 

Another, but a much more restricted, kind of publicity is that provided for in 
some charters granted in all parts of the country, by giving stockholders the right 
to inspect the books of the company at any time. This, however, is not publicity 
as we now understand it, for it simply gives the persons directly interested in the 
financial success of the entei^rise access to the books, while the real and essential 
publicity suggested to-day is of a very different kind. It is therefore more a 
matter of curiosity than of vital importance that notice is taken of a New Hamp- 
shire charter of 1836, which provides that the books of the company shall be open 
for inspection by a committee of the legislature. Analogous provisions are occa- 
sionally met with in charters of Rhode Island and the North western States, but to 
what extent legislative committees ever exercised this privilege does not appear. 

DiBcriminationa.— Relatively few early charters contain any reference to the 
matter of discrimination, which figures so largely in later railway legislation. 
Among the States which granted cliarttn s containing clauses on discrimination 
are North Carolina, Rhode Island, Vermont, and Wisconsin. A North Carolina 
charter of 1837 says: “ They shall give no undue preference to the property of one 
person over that of another, but as far as practicable shall carry each in the order 
of time in which it shall be delivered or offered for transportation with the tolls 
paid or tendered.” An early Wisconsin charter contains a much more elaborate 
provision on discriminations. 

Administrative agents.— So far as internal evidence is concerned, early charters 
were granted upon the assumption that the companies organized under them 
would voluntarily fulfill the obligations imposed by the franchise. The assump- 
tion which underlies early as well as later railway charters is that they execute 
themselves. It is consequently doubly interesting to observe that the small State 
of Rhode Island apparently took the initiative in establishing commissions, for in 
1830 the legislature of that State passed “An act to establish railroad commission- 
ers.” After providing for the appointment of three commissioners by the general 
assembly, the act specifies that “it shall be the duty of said board of commission- 
ers, upon complaint or otherwise, whenever a majority of them shall deem it 
expedient, personally to examine into any or all of the transactions or proceed- 
ings of any railroad corporation that now is, or hereafter may be. authorized and 
established in this State, in order to secure to all the (itizens and inhabitants of 
the same the full and equal privileges of the transportation of passengers and 
property at all times that may be granted, either directly or indirectly, by any 
sucn corporation to the citizens of any other State or States, and ratably in iiro- 
portion to the distance any such persons or property may be transported on any 
railroad as aforesaid; and to inquire into any contract, understanding, or agree- 
ment by which any railroad company shall attempt to transfer or give to any 
steamboat company any favor or preference over any other such company or boat, 
either as to freight or passage, contrary to the tnie intent and meaning of this 
act and the several acts hereafter passed in relation to railroads.” 

The commissioners in the Connecticut charter quoted before may here be 
recalled, together with the boards of internal improvement of Tennessee and 
Florida, which had some, although much more restricted, administrative powers 
over certain railways. Analogous functions were performed under a Vermont 
charter of 1843 , by which ‘ ‘ the supreme court at any stated session thereof, * * * 
upon application of ten freeholders in any town or towns through which said 
road may pass, may alter or establish the rates of toll upon said road for any 
term not exceeding ten years at any one time.” It is evident that the Rhode 
Island commission is the only one of these bodies that could exercise, under the 
law, fairly comprehensive administrative functions. Tlie Vermont court is here 
alluded to simply because it is another illustration of the introduction into the 
management of railway affairs of persons other than those directly interested in 
the corporation. 

Powers reserved to the l^slature.— Considered numerically, a majority of 
the charters granted in the difeent States do not reserve to the legislature either 
specified or general powers. It is very common, however, for charters to contain 

E revisions reserving to the legislature the right to reflate, with more or less 
ititude, the charges of transportation. In the New England States this power 
could generally be exercised under charter rights as long as the net income of the 
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railway in question exceeded a certain per cent, usually 10. Thus a Massachusetts 
charter of 1829 reserves to the legislature the right to revise the schedule of rates 
every 4 years if the net income exceeds 10 per cent. A contemporary New 
Hampshire charter gives the board of directors full power over rates, and permits 
the legislature to reduce them after 10 per cent net on the investment has been 
realized. A clause typical of provisions of this kind is found in an early Mary- 
land charter: “That nothing in this act shall be construed so as to prevent the 
legislature of this State from legislating upon the subject of the tolls reserved in 
this act at any time after the expiration or 20 years after the passage of the act: 
Provided, That at no time shall the toll be so regulated or reduced as to yield less 
than 6 per cent per annum.’’ Other Maryland as well as Pennsylvania charters 
embody analogous provisions. Ten per cent net income is by far the most com- 
mon limit placed upon the discretionary powers of legislatures over railway rates 
in all the States in which such chartered provisions are found. In a few instances 
the rate of net profits permitted under the law is very much larger. For instance, 
in Indiana charters were panted permitting the legislature to regulate rates 
whenever the profits exceecfed 15 per cent, and any excess above 15 per cent was 
to be paid into the common-school fund. 

Another right reserved to the State in a considerable number of charters is the 
power to purchase the railway after a certain number of years. This power was 
frequently reserved in the charters of the New England States, the significance 
of which was perhaps illustrated in the agitation accompanying the recent leas- 
ing of the Boston and Albany Railway. Early Massachusetts charters reserved 
to the State the power to purchase after a penod of 20 years. In Vermont this 
period of discretionary power of the State varied from 20 to 50 years. New Hamp- 
shire followed Massachusetts, fixing it at 20. An Illinois charter of 1850 gives the 
State the right to purchase, after 25 years, by refunding to the company the cost 
of the entire plant, with interest at the rate of 6 per cent per annum. In New 
Jersey similar right was reserved after 30 years. An early Michigan charter con- 
tains a provision which is typical of isolated charters in all of the Northwesteni 
States: “ The State shall have the right, at any time after the expiration of 15 
years from the completion of said road, to purchase and hold the same for the use 
of the State at a price not exceeding the original cost of said road, exclusive of 
repairs thereof, and 14 per cent thereon, of wiiich cost an accurate account shall 
be kept and submitted annually, on the first Monday in January, to thelerislature, 
duly attested by the oath of the officers of said company, and at such other times 
as the legislature shall require the same.” In Missouri a charter granted in 1837 
reserved to the general assembly the right to inirchase the railway after 4 years 
by giving notice in writing. This charter also provided for the appointment of 
valuers, whoso function it was to fix the price of the transfer. 

Limitations on the life of charters.— The preceding paragraph illustrates one 
class of limitations placed upon some charters in all parts of the United States. 
While a majority of the charters are silent upon this point, now and then charters 
were granted which were limited in their existence to a certain period of years, vary- 
ing all the way from 1 0 and 20 to 99 or more years. One of the powers granted in 
the charters which do not contain provisions directly limiting their life was that 
which gave to the board of directors “perpetual succession,” which means, of 
course, a franchise unlimited in the period of its existence. In the Northwestern 
States a few charters were granted limiting th(riife of the corporation to 50 and 60 
years. Florida granted a few which were to lapse after a period of 20 years; 
Louisiana, after 40 and 50, and, in one instance, 25. In one charter, a provision 
is found that after a certain number of years the same shall expire, and the assets 
of the corporation shall be distributed among the stockholders. The session laws 
of the different States contain numerous acts extending the charter period in those 
cases where the original act contained timelimits; and it is obvious that in .all 
those instances in which the charter reserved to the legislature the right to pur- 
chase, no time limit whatever was necessary. 

Limitations on the power of taxation.— After the country at large had begun 
to realize the necessity and importance of railway transportation, various means 
were resorted to to encourage the construction of rail ways. American manu- 
facturers were unable to provide the necessary material. This had to be imported 
from abroad, hence it was but natural that legislators should have resorted to the 
expediency of exempting from import duties materials to be used in the construc- 
tion of railways. But the railways, after they had been constructed, represented 
valuable property, and to that extent increased the taxable resources of the terri- 
tory in which they lay. To provide against the imposition of taxes, which might 
become burdensome or even discourage the construction of railways, legislatures 
of States in all parts of the Union incorporated, in some charters, a provision 
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limiting the power of the respective States to tax railway property; and, ih a con- 
siderable number of instances, exempting such property altogether from taxation, 
usually for a limited period of years. “ That the capital stock of said corpora- 
tion shall be and remain free from taxation until the profits collected by said 
railroad corporation shall be sufficient to afford a dividend of 5 per cent per annum 
on the capital stock.’' This is from a Connecticut charter of 1833, and represents 
analogous provisions iound in New England charters of that period. In Massa- 
chusetts some charters exempted railway property from taxation for one or more 
years, after which the legislature had the right to levy a tax not exceeding a cer- 
tain sum, frecjuently 25 cents per annum, on each share of the stock. In the 
Northwestern States isolated charters limit the power of taxation to a certain per 
cent on the capital stock; others to a certain per cent on the net income. Then, 
again, other charters make railway property liable to taxation like all other 
property; and late laws in a few of the Western States specifically state that no 
railway property sliall be exempted from taxation. 

State participation.— To a limited extent the individual States participated in the 
construction of railways, either by becoming stockholders and lending the credit 
of the State or by giving direct financial aid. The well-known illustrations of 
the railways owned by the States of Georgia and South Carolina and the city of 
Cincinnati, stand quite alone in the contemporary railway history of the United 
States. The history of intenial improvements had been such as to discourage the 
active participation of our commonwealths in the construction of railways. 
Works of internal improvement, greatly exceeding both the capacity to construct 
and to utilize them, had been projected by many States. The inevitable failure 
of these gigantic projects brought these States into disrepute as active economic 
agents; hence we find in constitutions and charters granted after this period of 
disaster in State works of internal improvement direct prohibitions of State par- 
ticipation, As a matter of historical interest, however, it may be well to notice 
a few typical instances of direct or indirect participation of the State in building 
up our railway system. It should be noted that the term “ state ” is here used in 
the specific rather than the generic sense, for even after constitutional prohibi- 
tions and statutory restrictions had become common, the smaller political units— 
county, town, village, and city— freely participated in railway enterprises. Large 
numbers of illustrations can bo found in nearly every State. An act of the legis- 
lature of Maryland, in 1827, authorized subscription on the part of the State to 
the stock of the Baltimore and Ohio Railway. A contemporary Michigan charter 
empowers the State to take stock in the company chartered; likewise in case of 
New Jersey; also in Arkansas and other States in the Mississippi Valley. An 
early Indiana charter limits the State in its subscriptions to 500 shares, and in 
Louisiana the governor is authorized to subscribe a certain amount in behalf of 
the State after a certain number of shares have actually been paid for by indi- 
viduals. In turn, the governor may appoint one director to represent the inter- 
ests of the State. It is important to notice that in this representation of the State 
in the management of railways to protect the financial interests of the Common- 
wealth may tie found the beginning of attempts at administrative control of our 
railways. In like manner the board of internal improvements, and later the 
commissioner of railroads apiiointed by the governor, were intrusted with the 
interests of the State in the control of railways to which Tennessee had given 
aid. Isolated charters in Wisconsin, Michigan, and other Northwestern Suites, 
as well as in various other States, authoriz(;a the company to borrow money and 
to pledge the credit of the State in its payment. In a few States, like Wisconsin 
and Texas, attempts were made to utilize the school fund in the construction of 
railways, on the plea that such an investment of these funds would be carrying 
out the provision of the law directing that schfxil moneys shall be invested in 
the most profitable manner. In the estimation of the promoters of such plans, 
nothing could be more profitable than the railways which they had projected. 

MiBcellaneous provisions.— Under this head mention will be made of provisions 
found in isolated charters in States in all parts of the country, being essentially 
alike in substance, although varying in the form of expression or exact scope of 
their contents. During the early part of the nineteenth century it was common to 
organize corporations lor a variety of purposes. Experience soon demonstrated 
that corporations which divided their interests and their energy among two or 
more enterprises became involved sooner or later in difficulties, if not in absolute 
failure. As a result of this experience it was not long before, State legislatures 
enacted general laws or inserted provisions in special charters to the effect that 
corporations shall be organized only for one specified purpose. A few charters, 
for instance, were granted, which authorized the construction of a railway, as well 
as participation in other kinds of business. An excellent illustration of this is 
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found in the title of the Georgia Railroad and Banking Company, which has lasted 
into our own times. There appears to have existed a very close affiliation between 
railroading and banking, the same corporation frequently engaging in both kinds 
of business. A reaction against this is clearly shown in statutes and charter pro- 
visions prohibiting railway companies from enga^ng in the banking business. 
Such prohibitions are found in the charters of Alabama, Illinois, Kansas, Michi- 
gan, Nebraska, Pennsylvania, South Carolina, Florida, Georgia, Wisconsin, and 
other States. 

The route of the railways chartered by the various acts is described with vary- 
ing degrees of completeness and accuracy. In perhaps the great majority of 
charters the termini and a few leading intermediate points are named; in others, 
only the termini; and in still others, nothing more definite than the expression 
that the railway in question shall be constructed between some eligible point on 
a certain river to another eligible point on a certain lake or in a certain township. 
Instances are recorded in which projectors solicited aid in the construction of a 
railway along one route and then chose another, and repeated their solicitations 
for aid along the second, and perhaps secured support from both. 

The amount of land which the railway company might legally hold was quite 
generally restricted to that which was necessary for construction and operation— 
a strip of 100 feet in ‘.vidth, and, in addition, whatever may be necessary in order 
to secure material and for the construction of depots, warehouses, and other 
necessary buildings. In many of the States the right of way was donated to the 
company; and, of course, in numerous instances. State and Federal grants were 
given in aid of railways. But to i)rovide for the purchase of the necessary land, 
charters usually contain provisions relating to eminent domain or expropriation. 
Most charters name some (officer or tribunal before whom cases relating to con- 
demned property may bo heard and the manner in which decisions and awards 
may bo made. 

The capital stock of the company was usually named in the charter, although, 
with very few exceptions, the amount of the capital stock apparently bears no 
relation to the magnitude of the railway in question. In only a few instances 
does the charter fix a definite ratio between the number of miles of road and the 
amount of the capital stock. While now and then a charter does not provide for 
the payment of anything whatsoever at the time subscriptions are made, or calls 
for only a dollar or two, in a large number of charters a payment of $5 is called 
for at the time subscribers enter their names on the books of the company. 
Usually the manner in which the balance shall be paid is indicated, and the num- 
ber of days' notice which must be given is stated. The voting power of stock- 
holders is quite generally limited to one vote per share, although in the North and 
South Atlantic States the graded system of voting, by which the number of votes 
of the individual stockholder decreases as his holdings increase, is common. 

It is a familiar fact that our early railways were built for short distances and 
without reference to one another, and that our present magnificent systems are 
but consolidations of large numbers of smaller roads. We are not surprised, 
therefore, to find the subject of con.soli(lations rarely touched upon in early char- 
ters. To be sure the term is used; and now and then a clause, either directly 
authorizing or prohibiting con.solidations, was put into a charter. The right to 
cross other railways, as well as to form junctions, is frequently granted; and in 
reality such a right can easily be construed as the ri^ht to consolidate. Similarly, 
the power to operate and lease other railways was frequently given, although in 
the Southern States the term “farming” is sometimes used. 

Later charters quite generally expressly prohibit the leasing or joint opera- 
tion of parallel or competing lines; and in numerous early charters companies 
are protected against the construction of parallel lines either within a certain 
number of years or a certain distance from their own roads. 

A great majority of charters provide for an annual rewrt in one form or 
another. This report is most frequently made by the board of directors to the 
stockholders; in fewer instances to the legislature; and, in still others, to both 
the stockholders and the legislature. The number of items specified in this report 
varies all the way from less than 10 to more than 100. 

Forerunners or laws relating to safety appliances and the protection Of persons 
and property can also be det^^ted in early charters. Provisions may be found 
relating to the order in which cars shall be put into a train, the manner in which 
crossings shall be protected, bells upon locomotives, fences alon^ tracks. (It is a 
matter of curiosity that in some of our earliest charters, provision is made for 
the construction of gates across the railway tracks, which the train operators are 
to open and close whenever they cross the public highways.) 
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The transportation of troops and munitions of war is occasionally provided for; 
and in various Southern States railway officers are expressly exempted from the 
performance of military duty. In a few charters the power of the company to 
own slaves is treated. A sinfang fund is also mentioned in a very few of them. 

An archaic feature of our charters is found in the provisions relating to the use 
of the same railway track by different shippers, and the rules governing the con- 
struction of rolling stock. For example, in Massachusetts a corporation was 
authorized to specify in its by-laws the form and construction of the wheels, and 
the weight of the loads which should pass over its road. This clause had directly 
in view the use of vehicles other than those owned by the corporation. In 
several charters granted in the Northwestern States the fonn of the vehicles, as 
well as the price to be charged for the transportation of goods and owners’ 
vehicles, is specified in the miarters. In New Jersey, it is provided “that no 
farmer belon^g to this State shall be required to pay any toll for the trans- 
portation of the produce of his farm to market over the said road or roads, in his 
own carriage, weighing not more than one ton, when the weight of such produce 
shall not exceed 1,000 pounds, but the same farmer may be charged toll as for 
empty carriage.” It will be noticed that the term “ toll” is here used to desig- 
nate remuneration for the act of transportation, while the term “expense,” or 
“ cost of transportation,” as was noted in an earlier paragraph, relates more 
particularly to remuneration for the use of the track and represents a contribu- 
tion to the fixed charges of the road. 



PART II-LATER CHARTERS AND EARLY GENERAL LAWS. 


General cliaracterlstic&— The terms “early” and “late,” used with reference 
to railway charters, are relative in their significance; for the same year wWch is 
early in the history of one State may be late in that of another. For instance, 
charters wanted in the New England and Middle States between 1835 and 1840 
may be characterized as later, while those granted in States like Wisconsin and 
Minnesota during those years would decidedly belong to the earlier charters of 
that section. The le^slative history of railways in the various States of the 
Union is essentially similar, and as we observe the movements of this legislation 
from east to west we may notice that in turn each State goes through, in the 
main, all the experiences and stages of advancement of other States which pre- 
ceded it in railway development. An examination of the contents of these char 
ters, as one observes their march westward, clearly indicates the fact that the 
restrictions of the earlier types granted in the East are gradually made milder, if 
they are not altogether lost. Occasional! jr there is a reversion to type— a Western 
charter embodying all the salient restrictions and regulating features df the 
severest Eastern charters. The additional observation may be made that the 
maximum-rate provisions, which are rather common in the charters of the earlier 
East and Middle W est, are frequently embodied in later charters. Then, as time 
advances and the more modem phases of railroading make their appearances, 
clauses referring to consolidations, discriminations, and even long ana short haul 
•are occasionally inserted. Aside from the enumeration of names comprising the 
board of commissioners, which usually a^mears in the first or second section of 
the charter, no regular order is maintained^ 

It is clear that States copied largely from one another, and in the process of 
copying different charter sections appear to have become badly mixed; and in 
numerous instances a considerable number, even a majority, of clauses incorpo- 
rated in the more complete charter which served as the model are left out alto- 
gether. 

While large numbers of special charters were granted up to 1870, general laws 
relating to railways appeared early in the thirties, and in a few isolated cases 
even before that time. A custom which aided in bringing about the transition 
from special to general laws was the abbreviation of railway charters by refer- 
ence to previously granted charters in the same or, in isolated cases, in other 
States. Under this custom the charter only contained a few purely individual and 
local specifications,' with the additional blanket provision that the company 
thereby incorporated shall enjoy all the rights and privileges previously granted 
to another specified corporation. Thus, in New York numerous charters are 
abridged by reference to the Attica and Buffalo charter granted in 1836. The 
same method was largely employed in the construction of charters in Maine, Vir- 
ginia, Missouri, Indiana, Minnesota, Tennessee, and other States. When, as was 
often the case, a considerable number of charters were abridged in the same Stete 
by reference to some one charter, an element of uniformity was introduced with 
almost as much efficiency as if general laws had been enacted. 

One of the peculiarities of railway legislation in all sections of the country is 
the granting of special laws after general laws had been enacted in the respective 
States. Indeed, it is not uncommon to find upon the statute books a comprehen- 
sive general law enacted on a certain day ana perhaps a special charter granted, 
if not on the same, then on immediately succeeding days. Large numl^rs of 
special charters were granted completely ignoring in their provisions existing 
general laws. 

The Northern Pacifio franchise.— A late illustration of the organization of a 
railway company under special charter is afforded by the history of the Northern 
Pacific Railroad, the leading facts of which are set forth by the general counsel 
of that company in the preface to his compilation of the Northern Pacific charters. 
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“Soon after the institution of the foreclosure proceedings it was determined 
that it would be necessary tt><IS3organize the Northern Pacific Railroad Company 
under a new charter, to be obtained either from Congress or from some one of the 
States. Congressional legislation was considered doubtful, and the reorganiza- 
tion committee early took steps to secure a charter for reorganization under a 
Jitate law. 

“In all of the States in which any portion of the property is situated the granting 
of charters by special act is prohibited, and corporate organization can only be 
effected under general laws. Such a constitutional ameiianient had been adopted 
in Wisconsin in November, lb71, but the supreme court of Wisconsin had several 
times decided that the amendment was prospective in its operation, and left the 
legislature at liberty to amend special charters gi-anted prior to the adoption of the 
constitutional amendment. 

“ It was considered preferable to secure a special charter, which should be open 
from time to time to special amendment, and it was determined that the charter 
of the Superior and St. Croix Railroad Company (a Wisconsin corporation) would 
be the best adapted for the purpose. This charter was acciuired by the purchase 
of all the stocK of the company and was amended by special act (chapter 244, 
Laws of 1885) of the legislature of Wisconsin, as hereinafter set forth. 

“As the reorganized company was to acquire the vast properties of the North- 
ern Pacific Railroad Company and to issue thereon a great amount of stock and 
bonds in order to carry out the plan of reorganization, it was thought prudent 
to leave unsettled no possible question, however technical, based upon nonuser or 
upon any other ground, conceniing the validity cf the charter. To test the ques- 
tion the attorney-general of Wisconsin applied to the supreme court of that State 
for leave to file in the court, according to the practice thereof, a bill in the nature 
of a quo warranto to forfeit the franchise on the ground of nonuser. The case 
was fully argued, and on the 19th day of June, 1896, the supreme court unani- 
^ modfly decided that the corporation was not dissolved by nonuser, and that if any 

£ round for forfeiting the charter had existed it was waived by chapter 244 of the 
aws of 1895 amending the charter above referred to. So that before the pur- 
chase of the properties of the Northern Pacific Railroad Company and the increase 
of its capital stock and the provision for the issue of securities, the validity of the 
charter of the present Northern Pacific Railway Company (formerly Superior 
and St, Croix Railroad Company), by the unanimous decision of the highest 
court of the State, had become res adjudicata.” 

The charter of the Superior and St. Croix Railroad Company, upon the basis of 
which the Northern Pacific now does business, was granted in 1870 and provided for 
the construction of a rather short and not very important railway in the north- 
western part of the State of Wisconsin. The road, however, was not built, and 
the charter provisions were not made u.se of. A few unimportant amendments 
were adopted in 1871, and in 1895 the legislature of Wisconsin adopted another 
and very comprehensive amendment which, together with the original cliarter, 
constitutes the present franchise of this great transcontinental line. The amend- 
ment of 1895 describes the route of the present Northern Pacific; it gives the 
company power, among other things, “ to receive and store any property in any 
of its depots or other buildings, including elevators * * * ; to demand, collect, 
and receive such sum or sums of money for the transportation of persons and prop- 
erty and for the storage of property as shall lie reasonable.” The extension of the 
road and its connection with other lines was not directly provided for in the char- 
ter itself , but the general laws of the State, as amended in 1897, grant ample powers 
for this purpose: 

“Any railroad corporation organized and existing under the laws of the Terri- 
tory or State of Wisconsin, or existing by consolidation of different railway com- 
panies under the laws of the Territory or State of Wisconsin, and of any other 
Territory or Territories, State or States, may consolidate its stock, franchises, 
and property with any other railroad corporation, whether within or without the 
State, when their respective railroads can be lawfully connected and operated 
together, to constitute one continual main line, with or without branches, upon 
such terms as may be agreed upon, and become one corporation by any name 
selected, which within this State shall possess all the powers, franchises, and 
immunities, including the right of further consolidation with other corporations 
under this section, and be subject to all the liabilities and restrictions of this 
chapter, and such in addition, including land grants and exemptions of land from 
taxation, as such corporations peculiarly possessed or were subject to at the time 
of consolidation or amalgamation by the laws then in force applicable to them or 
either of them,” 
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The Wisconsin statutes, like those of most other States, as will be noted more 
in detail later, prohibit the consoli4ation, lease, pifchase, or control by one rail- 
way corporation of another parallel or competing line, to be determined by jury. 
To complete its franchise the Northern Pacific filed this charter in all the other 
States through which it runs, and appointed certain persons as its legal represent- 
atives in those Commonwealths. In Idaho a special promise is exacted to the 
effect that the corporation accepts in full the provisions of the State constitution. 
It should be noticed that the reorganization of the Northern Pacific under a spe- 
cial charter took place at a time when every State through which its lines pass 
had on its statute books general laws governing the organization of railway 
companies. 

The physical location of the railway is by no means an indication of the source 
of its legal power, for, as in the case of the Northern Pacific, a great system may 
be operated on the basis of a charter granted to an insignificant road in a distant 
State. The Southern Pacific, for instance, is orpnized under the laws of Ken- 
tucky. What constitutes the essence of the legal privilege of a modern railway 
corporation is an extremely complex problem, the difficulty of which is strongly 
impressed upon us when we realize that scores, if not hundreds, of separate char- 
ters granted by different States are comprised in the existing franchises of our 
^eat companies. The Pennsylvania company, for instance, represents more than 
160 original lines, each having its special charter or certificate of incorporation. 
Many of these charters represent conflicting, if not mutually exclusive privileges, 
and what the charter rights of such a coi-poration are is a question difficult of 
solution. Not only is there a possibility of conflict between the diverse provisions 
of different charters, but also between the charters and the general laws, although 
in many States the supremacy of general over special laws lias been atleas^ acqui- 
esced in, if not publicly recognized. The chainnan of the Massachusetts rail- 
way commission writes that in that State it has been recognized that -gpperal 
laws have superseded the earlier special enactments. This appears especial^ 
significant when we remember that, with a few minor exceptions, all the rail- 
ways of Massachusetts were incorporated under special charters— a compilation 
of whi(‘h makes a good-sized volume— before comprehensive general laws had 
been passed. This possibility of a conflict between special and general laws is 
illustrated in the railway history of Michigan. The legislature or that State in 
1898 created a commis-sion, composed of the railway commissioner and two State 
officers, to negotiate with certain railwa companies of the State operating 
under special charters, for the purpose of ascertaining imon what terms the com- 
panies would be willing to surrender their charters. While the question of the 
amount of taxes these companies were to pay was the immediate cause of this 
action on the part of the legislature, a .similar situation with respect to the other 
miestion is by no means an impossibility. No further reference is here made to 
this difference between the railways and the State, because it involves the ques- 
tion of taxation, which the Industrial (.commission has fully treated in another 
part of its report. (The well-known instance of the Illinois Central and the 
reserved rights of the State with respect to taxation in the charter of that com- 
pany is also suggested in this connection.) 

Early general laws.— In the first part of this report on early charters reference 
is made to an early law of Massachusetts of 1808. In 1838 the legislature of that 
State enacted a law “defining the rights and duties of railway corporations in 
certain cases.” This law was included in a larger act on canals, turnpikes, and 
railroads. The law of 1833 also embodied the idea of a preamble by specifying 
that petitions for the construction of a railway shall be accompanied by the 
report of a competent engineer. Connecticut, in 1849, adopted a fairly compre- 
hensive amendment to the earlier act relating to railway companies, li the first 
section this law provides that all railway companies shall be subject to general 
laws, except when otherwise specially provided for. A provision similav to that 
found in Massachusetts was embodied in the 1 w providing for the report of a 
competent engineer in connection with the petition for a charter. The usual 
provisions with respect to organization, shares of stock, location, annual reports, 
and other financial affairs of railway companies were provided for. In Maine a 
general law adopted in 1841 contained the following section: “ No petition for the 
establishment of any railroad corporation shall be acted upon unless the same is 
accompanied and supported by the report of a skillful engineer, founded on actual 
examination of the road and by other evidence, showing the character of the soil, 
the manner in which it is proposed to construct said raSroad, the general profile 
of the country through which it is propo.sed to be made, the feasibility of the 
route, and an estimate of the probable expense of constructing the same. The 
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petition shall set forth the places of beginning and ends of the proposed railroad, 
the distance between the saih^ the general course of said railroad, together with 
the names of 6 towns through which the same, on actual survey, may m found to 
pass.” This provision is typical of analogous clauses in the laws of other North 
Atlantic States. By 1848 Maine granted charters containing only a few sections, 
together with the additional statement that “all the privileges and immunities 
usually granted to such corporations ” shall be delegated to the company thereby 
formed. New Hampshire adopted a general law in 1843 dealing with e:^ropri^ 
tion, crossings, fences, contracts among railway companies, and so on. The year 
following “An act to render railroad colorations public in certain cases, and 
constituting a board of railroad commissioners ” was adopted. The commission 
established by this law was empowered to lay out routes on petition only, to 
inspect roads and railway accounts. Vermont enacted similar laws in 1846-47 
and 1849, the latter being quite a comprehensive general law. 

New York, which is representative of the Middle States, had passed 80 general 
laws before 1834, beginning with an act to prevent injury to railroad property and 
to insure the safety of passengers. These laws embraced subjects like the rela- 
tion of railroads to canals, highways, Indian lands, to taxation, maps and profiles, 
contracts, loaning the credit of the State, carrying mails, junctions, baggage 
checks, altering lines, transportation of freight, suits against companies, destruc- 
tion of noxious weeds, and such like. A law of 1843 conmelled railway companies 
to report annually to the secretary of state. Like the New England States, New 
York declared the “public use” of a railway, and demanded proof that the pro- 
posed railway was of “ sufficient utility to justify the taking or private property ” 
m accordance with the provisions of the general law authonzing the organization 
of .railway companies. By 1848 New York had worked out a fairly comprehensive 
general law, but it was not until 1850 that what may be called the fundamental 
law 4he State was adopted. (The New York law of 1850 was transcribed, with 
the exception of a few sections relating to the Erie Canal, ^ the legislature of 
Wisconsm in 1853, which, however, failed to pass the bill.) The law of 1850 for- 
bids the organization of corporations by special acts, except for municipal pur- 
poses and in cases where, in the judgment of the legislature, the objects of the 
corporation can not be obtained under general laws. In addition, it contains, 
among others, provisions relating only to the organization of railway companies, 
subscription and forfeiture of stock, transfer and increase of stock, expropria- 
tion, change of route, filing maps and profiles, paying labor employed in construc- 
tion, formation of trains, baggage, intoxication of employees, annual report of 
over 100 items, and other phases of legislative control. 

Notwithstanding numerous general laws, the New York and Erie Railway 
secured 17 amendments before 1850. The Portsmouth and (Concord Railway 
secured 1 amendment during each of the first 10 years of its existence. The 
Western Branch, Massachusetts, secured 22 amendments before 1853, and the 
Eastern Branch secured 18. Thirteen were granted to the Housatonic between 
1838 and 1850; the Camden and Amboy, 15; the Delaware and Raritan, 14. The 
Pennsylvania adopted 22 up to 1854, jmd the Baltimore and Ohio 21 between 1828 
and 1852. Since these amendments dealt with such topics as the increase of stock, 
the issuance of bonds, holding lands, building telegraphs, extending lines and 
forming connections, the construction of bridges, and so on, it is obvious that a 
single comprehensive law, properly observed would have answered all the pur- 
poses, and in a uniform way, of all the special charters with which the vanoiis 
legislatures had to concern themselves. Numerous contemporary newspaper 
paragraphs can be found deploring the fact that legislatures are obliged to use so 
muoh of their time for the construction of special laws which could be so much 
more efficiently dealt with under general statutes. 

Among the States of the Middle West, Illinois began early. In 1849 the legis- 
lature of that State passed “ an act to provide for a general system of railroad 
incorporations.” This law prescribes the formation of railway corporations and 
the powers, duties, and liatoties of officers. The board of directors is given 
full power over rates, but these are limited to 3 cents per mile for passengers, 
unless otherwise provided for by special act of the legislature. The legislature 
is empowered to reduce rates without the consent of the company, but no such 
reduction shall cause the net profits to fall below 15 per cent per annum. The 
probable use of the proposed railway must first be ascertained, and the interested 
parties must be given an opportunity to be heard. Annual reports are demanded, 
and the act is to apply to all existing corporations, so far as the same is not in 
conflict with special charters granted. The legislature of Massachusetts, in 1855, 
adopted a comprehensive general law including provisions on legislative control 
of rates. Junctions, taxing capital stock 1 per cent per annum, providing for rea- 
sonably good service, consolidation, and so on. However, in tnis, as in so many 
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other States, during succeeding years charters were granted by the legislature 
which are as long and involved as if no general laws had been in existence. Iowa 
(consult Dixon, State Railroad Control in Iowa) passed an incorporation law, 
providing for the incorporation of railroads, at the first session of its general 
assembly, and in most of the earlier legislation of that State interference with 
railway management is foreshadowed. A law of 1856 contains the significant 
provision that “railroad companies accepting the provisions of this act shall at 
all times be subject to such rules and regulations as mav from time to time be 
enacted.” In 1860, maximum rates were prescribed, ana 2 years later railways 
were required to maintain offices within the State and to suomit annual reports. 
Another law provided for the periodical publication of rates and certain provi- 
sions relating to safety. 

The active regulation of rates was attempted in 1866, but most of the restrictive 
laws enacted up to this time were rarely enforced. Kansas, after most prolific 
crops of private charters, passed an elaborate general law in 1857, but within 3 
days after this law bad been passed a special charter was granted without refer- 
ence to the act in question, although covering in its provisions matters which the 
general law treated very elaborately. The contents of this rather elaborate law 
are essentially like those of the Illinois law. 

Taking North Carolina and Alabama as representatives of another section of 
the country, it may be said that their general laws, while fairly comprehensive, 
are not as complete as the best laws of States farther north. The North Carolina 
law of 1871 embraces 70 sections, in one of which a maximum rate of 5 cents for 
passengers is prescribed; another calls for an annual report of 105 items, and 
another prohibits consolidation with parallel or competing lines. The Alabama 
law of 1850 reserves to the legislature the right to after or repeal any certificate 
of incorporation; it places a limit upon the indebtedness which the company may 
assume; and contains furthermore the very novel provision that no railroad shall 
be constructed through an orchard without the owner’s consent. In 1858 all 
railway companies were made subordinate to general laws. 

California was one of the few States which oegan to legislate on railway mat- 
ters in general rather than special acts, beginning with 1850. In 1858 a law was 
passed which enabled any 25 persons to form a railway company. The life of the 
franchise was limited to 50 years. While section 2 of the law specified that the 
capital stock of the company shall exactly equal the actual cost of the road, sec- 
tion 16 empowered the company to increase its capital stock “to any amount 
which may be deemed sufiScient and proper for the purpose of the corporation.” 
This law was amended in 1853, 1856, and 1857, but in 1861 the whole of it was 
repealed and another law, supplementary to the original general act of 1850, was 
adoi)ted. An important provision of this last law is found in section 1, which 
specifies that at least $1,000 per mile shall be subscribed, and 10 per cent actually 
paid in before the articles of incorporation can be filed. The form of the articles 
of the association is prescribed, and the period of its existence limited to 50 years. 
A sinking fund for the redemption of bonds is provided for and the unusual lib- 
erty of laying out its road, “ not exceeding 9 rods wide,” is given to the company. 
There are elaborate sections on eminent domain, arbitration, tolls, and so on. By 
a vote of three-fourths of the constituents of the companies, consolidated railway 
corporations may be organized. Maximum rates of 10 cents per passenger-mile 
and 15 cents per ton-mile are prescribed, although the company can not be com- 
pelled to undertake the transportation of a small quantity of freight for less than 
25 cents. The maidmum rates of the California law are in part exceeded by those 
prescribed in a Washington charter granted in 1862, which are 10 cents per pas- 
senger-mile and 40 cents per ton-mile. It is also a significant fact that the first 
general law enacted by the legislature of Washington, in 1878, relates to “ extor- 
tion and unjust discrimination in the rates charged for the transportation of pas- 
sengers and freight on railroads in this Territory.” Montana, Colorado, Arizona 
(Territory) , and Idaho are other States which, like California, began with general 
laws. 
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General considerations.— Constitutional provisions probably represent the 
more fundamental and permanent features of railway legislation. It may be 
assumed that the provisions incorporated in the constitutions of the various States 
of the Union were thought to represent those matters respecting railways which 
the people of the different States, represented in their respective legislatures, con- 
sidered most important and least Imely to require changes in the future, Tlie 
history of American constitutions does not reveal an undue readiness on the part 
of the people to change or modify their organic laws; and in view of this slowness 
in brining about constitutional changes an element of fixity and rigidity is 
infused into the legislative control of railways. 

The constitutions of the older States, as a class, contain fewer and less compre- 
hensive provisions relating to railways; and two of them, Massachusetts and New 
Hampshire, embody no direct provisions of this kind, while Rh()de Island is saved 
from being classified with these two States by a brief and rather unimportant 
constitutional provision. In addition, there is an absence of clauses relating to 
railways in the organic codes of the Territories of Arizona and New Mexico. 
With tnese exceptions, every State in the Union contains more or less elaborate 
provisions on this subject, varying from the less comprehensive and incomplete 
sections of many of the constitutions of the older States to those much wider in 
theii’ scope and stringent in their nature, as in the recently adopted constitution 
of Montana. 

By far the greater part of the contents of all the constitutional provisions may 
be grouped under three general heads: First, those relating to incorporation; 
second, those relating to public aid; and, third, to direct regulation and control, 
the latter having in view the correction of abuses and the establishment of equita- 
ble rates. While a few of these provisions are negative in their character, a good 
many of them are positive, empowering legislatures to establish rates and to do 
other things calculated to subordinate tne agencies of transportation to the public 
good. 

Acceptance of the constitution. — Fifteen State constitutions contain provi- 
sions to the effect that no railway, canal, or other transportation company in exist- 
ence at the time of the ratification of the constitution shall have the benefit of 
any future lerislation by general or special laws, other than in execution of a 
trust created by law or by a contract, except on the condition of complete accept- 
ance of all the provisions of the section or article of the constitution in question. 
In a few instances the further provision is embodied that whenever existing 
charters are revised or amended, the same shall become subject to the constitu- 
tion. (The constitutions incorporating such provisions are found in Alabama, 
Arkansas, Colorado, Delaware, Idaho, Kentucky, Louisiana. Mississippi, Mon- 
tana, North Dakota, Pennsylvania, South Dakota, Texas, Utah, Wyoming.) 

Gorporations organized under general laws. — In the first section of this 
report it was noted that great crops of special charters were produced in all sec- 
tions of the country, and it was perhaps a reaction against those excesses in spe- 
cial and local legislation which led to the adoption of constitutional provisions 
prohibiting the organization of railway and similar companies under special char- 
ters. One method of avoiding these constitutional ana statutory provisions was 
observed in the case of the Northern Pacific Railway; but Section XXI of the 
original charter of the Superior and St. Croix Railroad Company declared “ that 
in the judgment of the legislature of this State the objects or the corporation 
hereby created can not be attained under the general laws.” The later constitu- 
tions of the Western States are very stringent in this respect, and the organiza- 
tion of a large class of coiuorations, of which railways are unimportant member, 
under special acts, is rigidly prohibited. (The following States have incorporated 
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such prohibitions in their constitutions: Arkansas, California, Colorado, Dela- 
ware, Florida, Illinois, Idaho, Indiana, Iowa, Louisiana, Maryland, Michigan, 
Minnesota, Missouri, New York, North Carolina, South Carolina, Utah, West 
Virginia, Wisconsin, Wyoming.) 

Previously granted charters.— Closely allied to the last type of constitutional 
provisions is another, found in only 6 States, which invalidates all charters and 
special or exclusive privileges granted before the adoption of the constitution, 
unless organization had been actually effected. Organization thereafter could 
not be effected without a full acceptance of the new constitution. (This is 
found in the constitutions of Arkansas, California, Colorado, Kentucky, Idaho, 
Wyoming.) 

Special charters.— In addition to the positive provision that railway compa- 
nies shall be organked under general laws, 19 constitutions contain the negative 
clause that no special charters shall be granted, except for charitable, educational, 
and certain other purposes, when the same shall remain under State control. A 
few constitutions specify that special charters may be granted to corporations and 
organizations not having in view financial gain. (The following are the States 
whose constitutions contain such provisions: Arkansas, Colorado, Idaho, Ken- 
tucky, Kansas, Minnesota, Mississippi, Missouri, Nevada, New Jersey, North 
Dakota, Ohio, Oregon, South Dakota, Tennessee, Texas, Utah, Washington, 
Wyoming.) 

Railways public carriers.— The palogy of railways to common roads and 
other public highways is expressed in constitutional provisions declaring all rail- 
way and canal companies to be common carriers. While provisions bearing on 
this topic are differently worded in the different constitutions, sometimes a sep- 
arate section being devoted to it, and in other instances only a phrase or sentence 
embodied in another section, the meaning is usually the same; namely, the dec- 
laration that the railway is a public highway and that railway companies are 
common carriers. (The following constitutions contain such provisions: Alabama, 
Arkansas, Colorado, Idaho, Louisiana, Mississippi, Missouri, Montana, Nebraska, 
North Dakota, Pennsylvania, South Dakota, Texas, Utah, Washin^on, West 
Virginia, Wyoming.) 

Eminent domain and public use.— Ever since the Supreme Court of the United 
States handed down the decision of Munn v. Illinois, declaring that whenever a 
person devotes his property to a use in which the public has an interest, he must 
grant, to the extent of tliat interest, the right of the State to control that property, 
no one could consistently question the public nature of railways. This fact has 
found common expression in the term “ quasi public,” which is now generally 
applied to railway corporations. A large number of State constitutions declare 
that the respective legislatures may take the franchise and property of railway 
companies and subject the same to public use. when the general welfare requires 
it, in the same manner in which the property of individuals is taken. In other 
words, these States reserve in their constitutions the power to exercise the right 
of eminent domain over all the corporate property of a railway company. (The 
following States have this provision: Arkansas, California. Colorado, Idaho, 
Illinois, Kentucky, Mississippi, Mis.souri, Montana. Nebraska, North Dakota, 
Pennsylvania, South Dakota, Washington, West Virginia, and Wyoming.) 

Power to annul charters.— Sixteen States reserve constitutional power to alter, 
amend, revoke, or annul charters granted under special or general laws, when- 
ever in the opinion of the legislature it may be injurious to the citizens of the 
State in question to continue the same. Usually the additional clause is incorpo- 
rated that in case of sucli repeal or revocation no injustice shall be done to the 
members of the corporation. ( Found in the constitutions of Arkansas, California, 
Colorada, Idaho, Iowa, Kansas, Mississippi. Montana, New York, North Caro- 
lina, Oregon, South Dakota, Utah, Washington, Wisconsin, and Wyoming.) 

Public aid. — Even after the downfall of the national system of internal improve- 
ments, together with the failure of individual States to make such works a success, 
subordinate political units— counties, towns, cities, villages, etc.— extended aid 
to railway companies in a variety of ways, the most common among which were 
panting the right of way, making cash donations, purchasing bonds, or becom- 
ing stockholders, loaning the public credit, etc. Provisions relating to subscrip- 
tions to stock are found in 14, and to loaning of the public credit in 16 constitutions. 
(The former including the following States: Arkansas, Connecticut, Delaware, 
Florida, Idaho, Louisiana, Kentucky, Mississippi, Missouri, Oregon Pennsyl- 
vania, Virpnia, Washington, Wyoming; the latter, Connecticut, Florida, Maine, 
Mississiwi, Nevada, New York, North Carolina— excepting a few specified cases— 
Oregon, Pennsylvania, Texas, Utah, Virginia, Washington, Wisconsin, Wyoming. 
Idaho breaks the monotony of this rule, in that it prohibits certain political units 
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from becoming stockholders in all joint stock companies, except “ railroad cor- 
porations, companies, or associations.”) 

IntersectionB, junctions, and consolidations.— Varying somewhat in the num- 
ber of subjects specified in the constitution, 11 States make provision for the con- 
nection, crossing, and intersection of railways and interchange of traffic . In one 
form or another, it is prescribed that every railway shall have the right to inter- 
sect, cross, or connect with any other railway, and that it shall receive and trans- 
^rt the freight and coaches, loaded or empty, of every other railway, without 
delay or discrimination. Closely allied to the subject of connections and the 
interchange of traffic is the question of consolidations, and constitutional provi- 
sions dealing with both subjects are found in several States. The most common 
form in which the traffic arrangements of the different roads is expressed is that 
which permits one railway to lease, control, purchase, or consolidate with any 
other railway, provided that the other is not a parallel or competing line. To 
what extent provisions relating to mere interchange of traffic would permit the 
consolidation of competing lines is not clear. Isolated provisions prohibiting the 
holding of stock of other railway companies may be found. (Among the States 
prohibiting the consolidation of competing lines are: Arkansas, Colorado, Illinois, 
Kentuc^, Missouri, Montana, North Dakota, South Dakota, Texas, Utah, Wash- 
ington, West Virginia. The following provide for junctions, connections, etc.; 
Alabama, Kentucky, Idaho, Louisiana, Mississippi, Missouri, Montana, Penn- 
sylvania, South Dakota, Texas, Wyoming.) 

Vote of shareholders.— Only 9 States provide for some system of suffrage on the 
part of shareholders, and for these the constitution of Illinois appears to have 
served as a model. “ The general assembly shall provide, by law, * * * the 
right of every stockholder to vote, in person or bv proxy, for the number of shares 
of stock owned by him, for as many Arsons as there are directors or managers to 
be elected, or to cumulate such shares, and give one candidate as many votes as 
the number of directors multiplied by the number of his shares of stock shall '' 
equal, or to distribute them on the same principle among as many candidates as 
he shall think fit.” (Found in the following constitutions: Delaware, Illinois, 
Idaho, Kentucky, Mississippi, Missouri, Montana, Nebraska, West Virginia. 

Free transportation.— Ine gi-anting of free passes to members of the legisla- 
ture, State, municipal, and other officers, or the selling of tickets at a discount, is 
constitutionally prohibited in Alabama, Arkansas, California, Florida, Kentucky, 
Mississippi, Missouri, New York, Pennsylvania, Washington. The constitution of 
Wyoming also treats of the sale of unused tickets or parts of tickets. 

Regulation.— The establishment of tariff schedules and the regulation of rates are 
treats in the constitutions of Georgia, Mississippi, Missouri, Utah, Washington, 
and West Virginia. The legislature expressly reserves full power of control, in 
addition to reservations expressed in other sections of the constitutions of Ala- 
bama, Florida, Idaho, Illinois, Louisiana, Nebraska, South Dakota, Wyoming. 
Discriminations against persons and places or industrial sections are occasionally 
directly prohibited in the constitution. The form in which the prohibitions are 
emressea varies, but they all have in view the equal treatment of all the interests 
affected by the railway service. (The following constitutions contain more or 
less complete provisions on the subject of discrimination: Arkansas, Colorado, 
Florida, Georgia, Idaho, Illinois, Kentucky, Missouri, Montana, Nebraska, Penn- 
sylvania, Texas, Utah, Washington, Wyoming.) 

Pooling.— The formation of trusts or combinations and the making of contracts 
restricting con^tition or having in view the control of prices is prohibited in ten 
constitutions (CaUfomia, Kentucky, Idaho, Mississippi, Montana, North Dakota, 
South Dakota, Utah, Washington, and Wyoming). 

Miscellaneous.— Only a few States provide in their constitutions for the organi- 
zation of administrative bodies, such as railway commissions, and the powers and 
duties of the same. The California constitution not only prescribes the organiza- 
tion of the commission, but enumerates the more important powers of this com- 
mission, specifies the manner in which the commission shall be elected by the 
districts into which the State is constitutionally divided, and fixes fines for viola- 
tions of the law on the part of railway agents or employees. Analogous provisions 
are found in the constitutions of Kentucky and Louisiana. The constitutions of 
Arkansas, Missouri, and Pennsylvania make it unlawful for railway officials to 
be intereeM in the purchase of materials and supplies for the construction of a 
railway. The constitutions of Arkansas, KentucKy, and Indiana prohibit the 

S ’ng of a greater sum for a shorter distance over the same line in the same 
on under similar conditions. Four constitutions— Colorado, Kentucky, 
Mississippi, and Montana— make it unlawful for a corporation to require its 
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^rvants or employees, as a condition of their employment, to sign a contract lim- 
iting the liability of tne company in case of suits for damage, or precluding the 
possibility of bringing such suits altogether, by Contract. About ten constitu- 
tions expressly limit the activities of a chartered corporation to the business 
which is expressly provided for in the charter. In a few cases the constitutions 
giecify that no railway company can become a foreign corporation by consoli- 
dfation; and, in a small number, a provision common in many of the earlier laws 
is enacted, compelling railway companies to establish stations or depots when- 
ever they pass within a certain distance of towns and villages, frequently the 
county seat. The constitution of Washington stands alone, in that it expressly 
prohibits discriminations against express companies. Idaho and Wyoming 
demand the appointment of legal representatives of railway companies in those 
States. (This provision is common in general laws but not in constitutions.) 
The Missouri constitution provides for the payment into the State treasury of 
specified sums of money proportionate to the amount of capital stock, before a 
charter can be issued. 

This analysis presents the leading features of the constitutional provisions of 
the several States. None of importance have here been omitted and only a few 
of the less important ones have not received mention. An examination of the 
appendix containing these constitutional provisions will show the great similarity 
which exists among many of the constitutions with respect to certain clauses, and 
the manner in which constitutional provisions were copied in one State from the 
constitution of another. 
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Terms applicable to later charters.— In a technical sense the term “ charter” 
can scarcely be applied to the instruments issued to railway corporations under 
contemporary general laws. The word charter, through long usage, has come to 
signify a special grant of authority and power. In the constitutions of 21 States, 
as was noticed in the preceding section, the incorporation of railway companies 
under special or local acts is prohibited; in other States this prohibition is found in 
general laws; and in some States in both the constitution and in the general laws. 
The statutes of South Carolina mention the organization of railway companies 
“under charters,” and in the Kansas statutes the term charter is also used. But 
these are exceptions. Tonus like “ articles of association,” “ certificate of incor- 
poration,” “ articles of incorporation,” “articles of agreement,” and “letters pat- 
ent ” have come into use, and carry Avith them tlu' significance of earlier special 
charters. Articles, certificates, etc., .are charters only in a loose and general 
sense, because the contents of the franchise itself are expressed in the general law 
relating to railways and the constitutional limitations under which these have 
been exacted. The grant of a charter involves a distinct legislative act, author- 
izing the company receiving the same to exercise, in a measure, the rights of 
sovereignty, and to do the things for which the organization was accomplished. 
A certificate of incorporation, on the other hand, is issued in pursuance of law by 
administrative and not by direct legislative authority. Formerly a separate act 
of the legislature was necessary. Under generfil laws an administrative act for 
each such grant of power is all that is recjuisite for the organization of a railway 
company. To bo sure, there is a very direct connection between the earlier char- 
ters and the later general laws, for many of the latter embody not only the essen- 
tial features of the former, but freciuently they are expressed in similar and even 
identical language. The change of name from article or certificate did not carry 
with it any radical change in the nature of the franchise. In this respect there 
exists continuity of development. The greatest change brought about by the 
transition from special charters to incorporation under general laws consisted in 
uniformity. Almost infinite variety in charter provisions was common during 
the earlier period of special legislation. Under general laws, even when com- 
pliance therewith was not enforced or enforceable, a certain degree of uniformity 
was brought about from the very first. 

Condirtons under which railway companies may be organized.— There are, 
however, features of railway legislation in the United States which reveal many 
elements of uniformitv as to the conditions under which railway companies may be 
organized; and yet, after admitting this much, we are compelled to recognize the 
fact that railway laws are very far from being uniform, and that numerous 
variations and differences are noticeable. 

The number of persons who may associate themselves for the purpose of incor- 
porating railway companies vari(?s from two or more in Washington to any num- 
oer in Iowa. Between these extremes there exist 10 different numerical groups 
which may effect an organization: Three or more in Florida, Oregon, Montana, 
and Wyoming; 5 or more in Illinois, Indiana, Kansas, Nebraska, Wisconsin, 
Montana, etc.; 6 in Louisiana; 7 in Michigan, Kentucky, Alabama, New Jersey 
(for roads less than 10 miles in length); 10 in Maine, Georgia, Arkansas, Texas, 
etc.; 13 in New Jersey (for roads more than 10 miles in len^h); 15 in New York, 
Indiana, etc.; 20 in Vermont; 25 in Massachusetts, New Hampshire, etc. These 
numbers, or more, may in some States be composed of any persons whatsoever; 
in others, a certain proportion must be citizens; and, in a few, all of them must be 
citizens. Certain restrictions are occasionally made with respect to residence, 
both on the part of the stockholders and on the part of the board of directors and 
officers. The object of restrictive provisions relating to residence was evidently 
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to prevent the projected road from being controlled by “foreign influence.” 
During the early history of railways in the United States the possibility of for- 
eign control, on the assumption that such control would result in the neglect of 
local interests, was used as a weapon to encourage local subscriptions to the stock 
of railway companies. 

Contents of the articles.— The nature of the contents df the articles of associa- 
tion, or certificates of incorporation, can best be indicated by presenting the 
salient features of such articles in a few of the leading States, which may be con- 
sidered typical of analogous provisions from the laws of other States— understand- 
ing by the term “typical ” not identity, but essential similarity, leaving room for 
modifications of one kind or another in particular cases. 

The law of Illinois requires a statement of the name of the corporation to be 
organized, the States from and to which the railway is to be constructed, the 
location of the principal offices, the time of beginning and completing construc- 
tion of the railway, the amount of capital stock and the number and size of the 
shares, the names and residences of the persons who contemplate effecting an 
organization, and the names of the first board of directors. 

According to the statutes of Maine, the articles must contain the name of the 
corporation and the gauge of the projected railway, the names of the places from 
and to which the same is to be constructed, the amount of the capital stock, which 
shall be not less than $3,000 per mile for narrow-gauge and $6,000 for standard- 
gauge railways, the number of shares of stock, and the names and residences of 

5 directors. Since, on this point, the laws of Maine (G-eneral Laws, 1899, p. 117, 
Sec. I) are in many respects much better than those of most of the States, a full 
quotation is here inserted: 

“ Said directors shall present to the board of railroad commissioners a petition 
for the privilege of said articles of association, accompanied with a map of the 
proposed road, on a proper s(5ale. The board of railroad commissioners shall, on 
presentation ot such petition, appoint a day for a liearing thereon, and the peti- 
tioners shall give such notice thereof as the said board deems reasonable and 
proper, in order that all persons interested may have an opportunity to appear 
and be heard therein. If the board of directors, after notice and hearing parties, 
finds that all the provisions (of law) have been complied with and that public 
convenience requires the construction of .said railroad, said board shall indorse 
upon said articles a certificate of .such facts and the approval of the board, in 
writing. The secretary of state shall, upon payment of $20 to the State, cause 
the same, with the indorsement thereon, to be recorded, and shall issue a certifi- 
cate in the following form.” 

Then follows the prescribed form of certificate, with the contents indicated 
above. 

The laws of Arkansas, for 1899, created a State board of railroad incorporation, 
composed of the governor, who acts as chairman, the attorney-general, auditor, 
secretary of state, treasurer, and commissioner of State lands. This board hears 
all applications for certificates of incorporation, and on its recommendation such 
certificates may be filed with the secretary of state, and thus legally empower an 
organization to construct a railway under the terms of the general laws of the 
State. Ten or more persons may organize, elect a board of directors, and sub- 
scribe to the articles of association when $2,000 per mile has been subscribed and 

6 per cent of the subscriptions paid to the board of directors, a majority of which 
must be citizens of the State. 

The laws of California require the articles of incorporation to state the name 
of the projected corporation; the purpose for which it is to be organized; the 
places irom and to which the railway is to be constructed, as well as all inter- 
mediate branches; the estimated leni^th of the road; the amount of the capital 
stock, $1,000 per mile of which must oe subscribed before the articles can be filed, 
and 10 per cent actually paid in. The number of directors varies from 5 to 11. 
but 5 or them must be residents of the State. The sale of railway franchises and 
municipalities must be advertised, and the franchise given to the highest bidder. 

Massachusetts— The articles must contain the name, route, gauge, capital stock, 
and other common items. In case of standard-gauge railways $10,000 per mile 
must have been subscribed and for narrow gauge $3,000. The amount of the cap- 
ital stock depends upon the detailed estimate of costs. No increase in capital 
stock can be made without the authority of the railway commission, before whom 
a hearing must previously have been given, upon which such increase or refusal 
to permit such increase is determined. The articles and certificate must be filed 
with the secretary of state. All petitions (compare the laws of Maine) for such 
charters must be accompanied by a map upon a proper scale, showing in detail 
the entire route of the road, A “ certificate of puolic exigency ” is also required 
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before a charter can be granted. The railway commission, upon due notice, must 
give a hearing to all persons interested in the projected railway, and not until 
such persons have been mven an opportunity to oe heard and all the other provi- 
sions of the law complied with can a charter be granted. It will be noticed that 
the Massachusetts law still provides for the granting of special charters, although 
these special grants are surrounded by wholesome and what appear to be entirdy 
adequate pro^sions and safeguards. 

Mchtgian.— Although a law of 1891 of this State declared every railway com- 
pany operating within the limits of the State “ to be in all respects subject to the 
general laws of the State respecting railroads, as now existing or as hereafter 
amended,” a conflict between such charter provisions and general law provisions 
is still possible, as has already been indicated in another connection. Conse- 
quently, in 1889, there was created in this State a commiBsion--composed of the 
commissioner of railroads, the State treasurer, and the secretary of state— whose 
duty it is to negotiate with railway companies operating under special charter, to 
determine upon what terms such railway companies will surrender their charter 
rights. For this purpose the commission is given authority to inquire into the 
business of railways, to secure the necessary information by subpoenaing wit- 
nesses, etc. 

Georgia— In addition to the usual provisions of the articles of incorporation 
the laws of Georgia provide for a petition which must be presented at least 4 
weeks before a charter can be secured. Companies may amend their charters by 
adopting the general railway laws of the State. 

Significance of certificates and articles.— These articles and certificates 
empower railway companies to make examinations and surveys for the proposed 
railway, in order to select the most advantageous route; to purchase, receive, and 
hold an amount of real estate necessary for the constniction, maintenance, and 
operation of the road; to own other kinds of property essential to railway business; 
to have perpetual succession, or succession fora certain period of time; to have the 
power to sue and to be sued; to establish connections with other railways; to 
charge or to receive such remuneration for their services as from time to time 
may seem reasonable; and, in general, to enjov those rights, privileces, and 
immunities which the law guarantees to all similar corporations, and which are 
essential in carrying out the legitimate aims and purposes of the corporation. 
The completeness with which the powers and duties of railway corporations are 
prescribed in different laws vary somewhat, yet there exists, perhaps, greater 
similarity and more completeness in this respect than in any other subject of rail- 
way legislation. In some States corporate powers of railway companies are 
enumerated in separate laws; and, in others, all the leading features of legal pro- 
visions relating to railwavs are expressed in the commission laws. It is unnec- 
essary to enumerate in the lengthy phraseology of the law books the detailed 
rights and privileges of railway companies, for they are the same as those enjoyed 
by corporations in general, and are not essential to a consideration of the de^ee 
of regulation and control which is possible under the existing railway laws of 
the different States of the Union. 

The provisions of the few articles which have been presented above are suffi- 
cient to show that there exist differences among the States with respect to the time 
limits within which railways may be constmcted; the amount or capital stock, 
and the subscriptions thereon per mile of railway; the degree of publicity given 
to the ^plications for charters, and other things. A fee for filing certificates is 
charged in a number of States. For instance, in North Carolina $250 must be 
paid oefore a bill can be introduced to incorporate or amend. In Maine, a fee of 
$20 is exacted; and similar fees are charged in Wisconsin, Washington, and other 
States. The laws are weak in the financial requirements which they exact of rail- 
way companies. It would seem that some definite proportion should exist between 
the amount of the capital stock and the length and characteristics of the pro- 
jected road; but such is not ^nerally the case. Idaho and Indiana require a sub- 
scription of $1,000 per mile; Kentucky, $250 per mile, of which 20 per cent must 
be paid in cash; Arkansas, $2,000 per ^e; Maryland, 10 per cent payment on 
shares; Virrinia, a payment of $2 per share when subscriptions are made; New 
Jersey, $10,000 per mile, and a deposit of $2,000 per mile when the articles of 
association are filed, which latter sum, however, is returned to the board of direct- 
ors when the road is completed. This is sufficient to show existing variations. 

Corporate life and reserved rights of ^e State.— While many of the early char- 
ters and general laws were unrestricted in their nature, it was not long before a 
reaction against this lack of restraint set in, and regulating features, more or less 
adequate in their nature, were introduced in cheers and certificates. Many 
snch charters contained in one of their concluding sections the proviso that the 
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charter in question should be considered a public act and, as such, to be construed 
favorably for the puimoses for which the company was organized. !l^th in Eng- 
land and the United States, however, it has been held that the mere insertion of 
such a clause does not make a special or private law a public act, and that unless 
a charter is public bv the nature of its contents it will be construed as a special 
act when passed with reference to a particular company organized to construct a 
certain road. The public importance of railways and the vital connection between 
them and the social and economic interests of the States, frequently led legis- 
lators into a good deal of indulgence, especially during the early period of rail- 
way development. The limitations of charter rights had not yet been established; 
and it was not uncommon for incorporators to maintain that the rights and priv- 
ileges granted by their charter were absolute and unrestricted. Not until the 
advent of Granger legislation, culminating in the leading case of Munn v. Illinois, 
had the right of the State to interfere in the management of railways incorpo- 
rated under special charters been established; and at the present time nearly two- 
thirds of the States have statutory provisions reserving to the respective States 
the right to alter, amend, or repeal the franchise of any corporation, whether 
organized under special or general law. Reference to Part III, on constitu- 
tional provisions, will show similar limitations placed upon franchises by State 
constitutions. 

The nature of the reserved rights of the States and the limitations placed upon 
the corporate life of railway companies are illustrated by provisions in several 
States here inserted: 

Maine— The laws of Maine provide that “no corporation can assign its charter 
or any rights under it; lease or grant the lease or control of its right or any part 
of it, or divest itself thereof, without consent of the legislature.” In addition, all 
corporations, whether organized under special or general laws, shall be subject 
to general laws. In Maine and Massachusetts the State may amend or repeal the 
charter, or the Commonwealth may purchase railways on 1 year’s notice, after 
20 years’ corporate existence. 

Legislation in Michigan on this point has already been indicated. 

Elinom.—ln Illinois charters are granted for 50 years, with the privilege of 
renewal for the same length of time; and a law of 1895 reserves to the legislature 
power to enact laws on all the leading topics relating to corporate existence. 

Iowa.— In Iowa companies may likewise be chartered for 50 years, with the 
privilege of renewal for as many more, and they shall eventually be subject to 
legislative control. The legislature may alter, abridge, set aside the charter, or 
impose new conditions which it deems necessary for the public good. 

Kansas. —Special charters which do not designate the period of corporate life 
continue 99 years. The legislature has xiower to extend the charter period as it 
may deem proper. 

TUwconj^'w.— The legislature of Wisconsin expressly reserves the power to pass 
laws relating to reasonable maximum rates, the correction of abuses, unjust dis- 
crimination, and for the protection of the just rights of the public. Corpora- 
tions, however, under the laws of this State “ shall continue perpetually.” 

North Carolina. — Sixty years, unless otherwise provided for in the act creating 
the same, is the corporate life under the laws of North Carolina. 

Louisiana. — This State limits the corporate existence to 99 years. 

Texas.— In Texas a charter is forfeited if 10 miles of the proposed road are not 
put into running order within 2 years, and 20 miles during every year thereafter 
until the road is completed. Charters may be granted for a period of 50 years, 
with the privilege of renewal for an equal number of years. 

Maryland and Rhode Island illustrate an entirely mfferent type of statutory 
provision: 

Rhode Island . — The laws of Rhode Island prescribe a course of procedure which 
appears to be entirely in harmony with the needs of our growing railway and 
industrial systems. In that State the general law alters special charters when- 
ever the latter are found to be inconsistent with the former. 

Maryland.— Exactly the opposite is true in Maryland, where the adoption of the 
“ general code ” is not to affect the rights and privileges granted by special 
charters. 

Provisions found in the laws of all the other States dealing with this subject at 
all, do not contain anything not found in what has here been presented.* 


1 States having statutory or constitutional provisions, or both, directly reserving to those States the 
power to alter, repeal, or amend charters, are the following: Arkansas, California, Colorado, Indiana, 
Towa, Kansas, Miussachusetts, Michigan, Mississippi, Montana, New Hampshire, New York, North 
Carolina, North Dakota, Oregon, Pennsylvania, Rhode Island, South Carolina, South Dakota, Texas, 
Vermont, Virginia, Washington, West Virginia, Wisconsin. 
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Determination of route.— Under early railway methods the route was very 
indefinitely indicated, the best of all descriptions being frequently contained in 
that clause in the charter naming the termini of the road; and it will be remem- 
bered that not all of the termini were mentioned in some charters, but that merely 
certain zones thought to contain ‘‘ eligible points” were loosely indicated. In 
other charters not only the tennini but one or more important intermediate points 
were designated; in but very few, often insignificant, charters was the entire 
route descrilied with sufficient definiteness to enable one to tell beforehand exactly 
where the railway would be constructed. The course of a railway is a matter in 
which the public has an interest. The manner in which the right of eminent 
domain has been exercised has depended very greatly upon the extent of the 

E ublic interest in the railway in question. Before the charter was granted to the 
liverpool and Manchester Railway— known to all the world as the first important 
modem railway — every piece of land to be crossed by the proposed railway had 
to be described and the exact location of the entire line definitely determined 
before the charter was granted. Such a mode of procedure had been practically 
unknown in the United States until more recent times. Even at the present time 
great competing systems quietly send out their surveyors to gain an advantage in 
entering new sections or in constructing lines which will shorten the route 
between important competitive points. It is not uncommon to have one railway 
build, section by section, year after year, until finally the design, which must 
from the first have directed the movements of the constructors, dawns upon the 
public mind and the real significance of what appeared to be perhaps the con- 
struction of a subordinate branch becomes apparent. This may or may not 
be desirable: that is immaterial. The fact, however, remains that important 
public interests are affected by just such movements, and every interest which 
IS thus liable to be affected should have an opportunity to be heard before 
such important industrial operations are underUken. No State in the Union 
has legislated in this respect with greater care and completeness than Mas- 
sachusetts. The laws of that State provide that the termini, together with 
the names of the cities and towns through which the projected road or branch is 
to run, are to be given with as much certainty as the nature of the case will 
admit. The articles of association of the company fostering the project must be 
published in each county once a week for a period of three weeks; and the map 
of the proposed route, together with the report, must be submitted to the mayor, 
aldermen , and selectmen of the different municipalities affected. Public hearings, 
after due notice to all persons interested, are also provided for. 

In Maine the railroad commis.sioner8 must approve the location of the railway 
before construction is begun. Extensions of existing lines may be built on appli- 
cation to and approval of the commission. Frequently the more remote States 
are less restrictive in such matters; but the laws of Arkansas make it obligatory 
for the company to file the map with the county clerk of every county through 
which the proposed railway is to bo run, for the inspection of all persons inter- 
ested. The location having once been established, no modifications in the line, 
exceeding a certain distance, are permitted, and a map of the road, together with 
such momfications, must be filed with the secretary of state. One of the most 
important provisions bearing ujicn this question is found in a recent law (1899) 
of Tennessee, which prohibits one railway company from holding exclusive pos- 
session of a narrow pass, thus preventing another railway company from la^ng 
its tracks through the same. If the pass is so narrow that only one track can be 
laid, joint use of the same is made mandatory upon the road which has built 
through it. No point named in the articles of incoimoration can be avoided under 
the laws of California. A map of the road must be filed with the secretary of 
state after location. Changes in the line must also be filed. In Connecticut a 
map of an approved route must be filed with the town clerks on a prescribed 
scale; and, after construction, the lineament of the road can be changed only by 
permission of the board of commiasioners. Florida charters must state the place 
from which and to which the road is to be constructed; its length, and the name 
of each county through which it runs. However, the direction of the road may 
be changed by a vote of two-thirds of the directors. Similar provisions are found 
in the laws of Georgia. 

In a number of States maps are not required to be filed until after construction 
has begun or is completed, or within a year after the road has been finished. In 
Indiana, on the other hand, a map must be filed with the county clerk in eve^ 
county named in the articles of association before construction can be^n. If 
necessary, the route may be changed, but no place named in the articles is to be 
avoided. Kansas also requires the filing of a map with county clerks before con- 
struction; and the road bed may be changed, but not the general route. The 
map, approved by the president and secretary of the railway company, the attor- 
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it 

n^-general, railway commissioner, and secretary of state, must be filed in the 
office of the registrar of deeds under the laws of Michigan. In New Hampshire 
the railway commission reports to the supreme court on the public utility of the 
proposed road, and a map of the same, if constructed, must be tiled within 1 year 
after the railway is opened; and the railway commissioner may authoriae a 
change in the location and assess damages caused thereby. The New York rail- 
way commission has power to approve or disapprove railway projects; persons 
interested are given a hearing; and a map must be tiled before construction 
begins. In North Carolina the charter must be tiled within a reasonable time 
after construction. Petitions must be presented to the “ statutory court ’’ if the 
proposed route appears objectionable to the commissioners. To alter the route 
by a two-thirds vote of the board of directors, to deflect a route from a certain 
city by a two-thirds vote of the council, are the privileges enjoyed by railway 
companies chptored under the laws of North Dakota. In that State they are also 
required to tile a map at any time within 0 months after definite location has 
been decided upon. The names of the tennini and the counties through which 
the proposed railway runs must bo tiled, under the laws of Ohio. For good rea- 
sons a change in the route may be made, but the secretary of state must be 
notified thereof, and all subscribers and all persons who subscribed for the former 
route must be released from their obligations. In Wyoming the law simply 
declares that railway companies may exercise the right of eminent domain in 
locating or relocating lines. This was a common provision in early charters, 
under which railway companies were empowered to locate and to relocate the 
respective roads at their plea.sure. Approximately, one-half of the States have 
statutory provisions governing the location of railways; and only a few cause 
accurate surveys and maps to be made, so that the exact location of a road may 
be known before construction begins. 

Equipment.— The subject of safety in railway transportation has been one of 
the most prolific sources of railway legislation in recent years. There are few 
topics about which so many different laws have been passed, and perhaps none in 
regard to which more separate acts have been approved by the various legisla- 
tures. A majority of these laws relate to mechanical appliances and the physical 
condition of the road, while numerous others have in view the improvement of 
cars and stations, in so far as these affect the comfort and health of passengers. 
Numerous police regulations also appear upon the statute books of recent years, 
relating chiefly to subjects like stealing rides on trains, shooting at trains or 
throwing missiles, destruction of railway property, interference with railway sig- 
nals, destroying tracks, or other things affecting the safety of traffic. A move- 
ment is noticeable to encourage the abolition of grade crossings and to guard these 
more carefully in the many places where they still exist. Bringing trains to a 
stop at railway crossings, or permitting them to pass without stopping in case 
interlocking switches are used; the construction of switches and the use of keys 
for the same; the blocking of frogs, in order to prevent feet of workmen from being 
caught in them; and similar subjects, relating to safety in the construction of 
tracks, have called forth numerous recent laws. An old and ever-continuing sub- 
ject for legislation is that of fences, cattle guards, bells, whistles, etc. The intro- 
duction of automatic couplers has been greatly promoted by the legislatures of a 
number of leading States, as well as the use of continuous train brakes. In a few 
laws the number of brakeman for every train, or for a certain number of cars, is 
also prescribed. Several laws regulate the question of precedence among trains, 
and in almost all States laws have been passed regulating the speed of trains in 
cities — although these are most commonly limited by municipal ordinance — in 
crossing each other’s tracks, and in crossing bridges. In the southern States the 
law commonly provides for separate coaches for white and colored persons; in 
others, the heating of cars and coaches is made compulsory. Fresh water must 
be supplied at stations and in coaches, apd the necessary conveniences for per- 
sonal comfort provided on trains and in railway stations. In a few cases the 
laws provide for the examination of employees and the licensing of engineers, and 
prohibit the employment of persons addicted to drink. The adequacy with which 
individual States deal with one or more of these topics will be illustrated by the 
summaries of the laws upon these points in several leading States. 

A/abawa.— Speed of trains in cities regulated; fresh water supplied; separate 
coaches for white and colored persons; conductors may assign seats to color^ 
prsons; employees may be examined and licensed; the necessary lights shall be 
kept on switches. 

Arfcawsos.— Separate coaches to be provided; officers assign seats to passengers: 
fresh water; railways responsible for baggage 48 hours after arrival; the rear of 
passenger cars kept clear. 
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Crossings regulated and frogs locked in the manner prescribed 
by the commission; safety couplers, approved by railway commission, required; 
speed of trains regulated by the commission; number of brakemen varies with 
speed and equipment of trains; fresh water to be supplied, and engineers sworn 
to obey the law. 

New Forifc.—Automatic couplers; automatic air brakes for every train^ suffi- 
cient to control train; railroad commission supervises the construction of 
switches and signals; tunnels properly lighted and ventilated; when set-offs are 
used in cars, the commission may approve or disapprove; railway crossings 
according to law. 

Ohio— Automatic couplers, and interlocking switches at ^ade crossings, subject 
to the approval of the commission; commission to prescribe speed of trains over 
bridges; crossings constructed according to law; engineers addicted to drink not 
to be employed.* 

In recent years the commission laws of different States have provided for the 
reporting of accidents to passengers and employees. These reports are frequently 
made to the commission in the forms prescribed by that body. In some cases it 
is made the duty of the commission to investigate railway accidents.* 

Quality of service.— Legal provisions falling under this head are closely related 
to the topics discussed in tne section immediately preceding. Under the head of 
equipment, however, physical conditions were chiefly considered in their bearing 
upon safety in travel. Although numerous laws on this subject have been enacted, 
on the whole the physical side of railway transportation has presented fewer dif- 
ficulties from the point of view of regulation and control than many others; 
because the immediate self-interest of railway companies made the prevention of 
accidents necessary, and for this reason uninterrupted progress has been made in 
the application of those appliances which make modern railway travel so very 
safe to passengers and constantly less and less dangerous to employees. Recent 
laws compelling the introduction of automatic couplers and air brakes illustrate 
this sufficiently. In the present paragraphs relatively little attention will be paid 
to physical conditions. These will be assumed; but the question that directly 
concerns us hero is that of State influence on the operation of trains when they 
have once been put into service. 

Train service.— The general laws of nearly all the States contain a more or less 
definite provision to the effect that trains shall be run “ at regular times ” (to use 
the phrase of New York), that bulletin boards shall be put up, and that trains 
running on other than schedule time shall be duly announced on these boards. 
About one-fourth of the States, however, contain more definite provisions, wider 
in their scope and looking toward a more direct control of the train service. In 
Alabama trains may be made to stop at all stations advertised and at county 
seats. Under certain conditions double-deck cars must be provided, and the speed 
of trains in cities is reflated. On petition of 50 citizens every train must stop 
in the city of the petitioners, according to the laws of Arkansas; bulletin boards 
must be provided and trains run at regular intervals; while provisions similar to 
those of Alabama govern the use of double-deck cars. In California the railway 
company may regulate the number and frequency of trains, subject to the legis- 
lature. Colorado laws compel trains to stop in cities, and give railway companies 
the power to desiraate loading points. At these points cars shall be furnished in 
proportion to need; and, in case of failure on the part of the railway company to 
provide them, for one reason or another, an appeal may be taken to the railway 
commission. The laws of Connecticut are more detailed on this topic than those 
of nearly all the other States. On petition of 20 citizens the railway commission 
may order trains to stop whenever they pass within U miles from a village; sta- 
tions may be established on petition, and the same are not to ^ discontinued 
without the assent of the commission. Railway companies are obliged to make 
proper connections. The Florida railway commission has power to establish 
tram schedules. In Minnesota, in case a sufficient number of cars can not be 
provided for all applicants, the same shall be ffistributed proportionately among 
them. North Dakota railways are by law compelled to run one train each way on 
each week day. Power to control time tables, and consequently that of the fre- 
quency of trains, is given to the South Carolina commission. 

•Ill addition to those above mentioned the following States have fairly complete statutory provi- 
sions on these subjects: Illinois, Kentucky, Maine, Michigan, Nebraska, New Hampshire, Khodo 
Island, South Carolina, Vermont. Other States, of which the laws are less complete or practically 
wanting, arc: Arizona, Idaho, Kansas, Louisiana, Maryland, Montana, Nevada, New Jersey, New 
Mexico, North Carolina, Oregon, Pennsylvania, South Dakota, Tennessee, Texas, Utah, Virginia, 
Washington. West Vireinia, Wisconsin, New York, 

‘Among the commissions that have power to Investigate accidents are those of Massachusetts, 
('onnectiirat, Maine, New Hampshire, Rhode Island, New York, Ohio, North Carolina, and Virginia. 
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Up to 1899 the laws of Texas provided for regular trains once per day in each 
direction; but in 1899 (Laws, chap. 48) a law was passed making it obligatory 
to supply cars, without preference, to applicants. A shipper applying for lO cars 
or more is to be furnished with them in 3 days; if the call is for 50 cars or more 
the same are to be supplied within 10 days. As a protection to the railway com- 
pany the same may require shippers to deposit one-fourth of the freight rate on 
the contemplated shipment as a condition of delivery of cars; and this deposit is 
forfeited in case the cars are not loaded within 48 hours. In addition, the ship- 
per may be fined for actual damages sustained by the railway company for his 
failure to load the cars ordered by him. 

With this we have practically exhausted the legal provisions of the States 
bearing directly upon the frequency of trains and the delivery of cars. Under 
the heading of discriminations the same will be indirectly reverted to; because, as 
is well known, failure to supply cars has been one of the most common forms of 
discrimination. The subject of publicity of rates will indirectly contribute some- 
thing to this topic, because the same statutory provisions dealing with one, in 
many instances, also deal with the other. The question of rates, being so impor- 
tant, will be taken up with much more detail later on, and for that reason train 
service and the publication of schedules may be dismissed for the present. 

Through trains, routes, and bills of lading. — Many of the earlier charters and 
practically all the later charters and general laws provide that railway companies 
shall permit connections, junctions, and intersections with other respective lines. 
Apart from this no direct attempt was made to control through shipments and 
through service in general. This is primarily a question of in tei .■state commerce 
and largely o\it of the control of State authorities. Tin ' Interstate Commerce Com- 
mission has handed down a large number of decision.s bearing upon questions of 
through rates, routes, and bills of lading, and also on the choice of routes when 
goods may be directed over different omjs varying in length and cost of transpor- 
tation. The principle has perhaps been well established that railway compa-nies 
are bound to obey the directions of the shipper, and that without explicit direc- 
tions the shortest and least expensive route possible must be chosen for the con- 
signment of goods. The le^slatures of about one-third of all the States have 
tohc.hed upon this subject in their enactments, and some of them have passed 
fairly comprehensive laws upon it. The laws of Connecticut give the railroad 
commission the general power to regulate the exchange of passengers and bag- 
gage. In Florida other railways may be authorized to enter terminals and union 
stations of competitive lines, and two or more railways in the same town may be 
required to erect union stations. In addition, the Florida commission has the 
general power to order adequate and proper railway facilities. In case railways 
send goods over a longer route, when a shorter one could have been used, no more 
shall be charged for transportation over the longer line. The laws specify that 
transportation shall be directed over the shortest and niost convenient route. 
Tlie Georgia railway commission has powcu* to establish joint rates, and it is the 
duty of this commission to investigate through rates, and, if necessary, to make 
representations before the Interstate Commerce Commission. Likewise , in Iowa, 
the commission may establish joint through rates and copies of such joint-rate 
schedules made by the railway company shall be filed with this body. The Maine 
law of 1899 governing leases and contracts expressly provides that none of the provi- 
sions governing contracts among railways shall be construed to pre vent agreements 
between such corporations “ allowing the trains of one to run over the road of 
another, both corporations assenting thereto.” Under the Minnesota law joint 
rates may be established on demand, and under the law of 1899 the railway com- 
mission IS given direct power in establishing joint rates upon such important 
objects of traffic as grain, flax, lumber, coal, and live stock, A rather stringent 
law was enacted in Missouri in 1899. It gives the railway commission power to 
order close connections of competing linos, when such connections will not cause 
serious injury to one or more of the roads in question; and in case of refusal on 
the part of the railway companies to make these connections, under conditions 
determined by the commission, a fine of from $500 to $1,000 may be imposed. 
Copies of all contracts for joint rates must be filed with the Nebraska board of 
transportation. The corporation commission of North Carolina has power to 
establish through rates and to approve contracts for the division of earnings in 
such cases. The law of North Dakota guarantees ample facilities for transferring 
freight and passengers from one line to another, and prescribes that no railway 
company shall do anything which may interfere with shipments of freight from 
being continuous. In 1899 South Carolina enacted a law making connections 
compulsory, and providing that the expense involved in making such arrange- 
ments shall be borne ratably in accordance with the orders of the commission. 

IOa 59 
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Older laws provide for through bills of lading. The laws of Teiuis compel the 
railway companies to receive freight from connecting lines. Penalties are imposed 
for collecting more than the charges specified in the bill of lading, and gooas are 
to be delivered on the payment of the amount named in the bill. In Wisconsin, 
on complaint, the railway commissioner shall investigate connections made 
between railway companies, and if he thinks the case of sufficient importance he 
shall bring the same before a board composed of the commissioner, the attorney- 
general, and the governor, who shall try the case and make a proper order m 
accordance with their findings. Perhaps a half-dozen additional States have laws 
specif jing that railway companies shall permit an interchange of business; that 
track connections shall be made on demand, and analogous provisions. More 
than one-half of the States, it will be noticed, have thus far failed to provide by 
law for matters relating to through traffic. To what extent the Federal law on 
interstate commerce and the powers given to the Interstate Commerce Commis- 
sion makes this unnecessary or undesirable lies outside the province of this report. 

Consolidation and pooling. — The assumption on which State and Federal rail- 
way legislation largely rests is that of free and unrestricted competition among the 
railways of the country . Provisions on consolidation were rather common among 
early charters and are almost universal in case of later charters and general laws. 
Pooling, whether regarded as an end in itself or as a stage in the growth of con- 
solidations, has received much less attention at the hands of State legislatures 
than discriminations, for more than one-half of the States have no statutory pro- 
visions governing pooling contracts or in any way recognizing them. Among 
economic students it is a familiar fact that railways are not, like many other 
industries, subject to the laws of competition; that competition acts only 
within narrow limits among lines of railways. But the accuracy or inaccuracy 
of the assumptions of our laws is not the problem before us. We are concerned 
here primarily with the statement of facts in regard to legislation governing rail- 
way consolidations and pooling. 

Consolidations.— Legislation under this head falls into two groups. On the one 
hand, those laws wliich either directly or in a modified fonii permit consolida- 
tions among all classes of railways; and, on the other hand, laws which prohibit 
consolidation among parallel or competing lines but permit it in cases of continu- 
ous lines of railway. In a number of States like Michigan, Maryland, Georgia, 
and Missouri laws governing the consolidation of continuous lines are very elab- 
orate. It is common to specify a certain number of days’ notice which must be 
given to shareholders when action upon consolidation schemes is to be taken. 
The number of votes requisite to approve the consolidation contract is usually 
prescribed, and varies from a unanimous to a majority vote — a two-thirds or 
three-fourths vote of the stockholders being most common. It is worth while 
briefly to indicate the contents of a few typical laws of this kind. 

Georgia permits the consolidation of continuous lines and the leasing of other 
railways, but all contracts must be recorded, and suit for the unlawful acquisi- 
tion of railway lines may be brought in any county through which the same runs. 
Under the statutes of Maryland one railway company may acquire the property 
and rights of other railway companies, but articles governing such acquisition 
and control must be filed with the secretary of state. In Michigan these con- 
tracts have no force before a duplicate copy has been filed in the office of the sec- 
retary of state and the articles of consolidation have been submitted to and 
approved by a board consistingof the attorney-general, commissioner of railroads, 
and the secretary of state. In Wisconsin parallel or competing lines are enjoined 
from consolidating, but the fact whether or not such lines are competitive may 
be determined by jury. To quote the laws governing this topic in full, even in one 
or two States, would unduly increase the volume of this report without adding 
an;rthing of vital importance to its contents; and it may therefore suffice to give a 
brief extract from one of the most condensed statutory provisions of this land: 
“Any railroad, canal, or other corporation, or the lessee, or purchaser, or man- 
ager of any railroad or canal corporation, shall consolidate tne stock, property, 
or franchises of such corporation with, or lease or purchase the works or fran- 
chises of, or in any way control any other railroad or canal corxioration, owning 
or having under its control a parallel or competing line; and the question whether 
railroads or canals are parallel or competing lines shall, when demanded b^ the 
party complainant, he decided by a jury as in other civil issues.” This is illus- 
trative of the provisions in two-tnirds of the States. Only a few, like Delaware, 
Oregon, and Rhode Island, are silent on this point. 

CJoming now to that group of a dozen States which permit consolidation within 
limits, attention may be called to the laws of New Jersey under which domestic— 
that is, State railwaysr-may consolidate, but consolidation with foreign railways 
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is prohibited except with the consent of the legislature; and a law of 1900 expressly 
provides that railway companies may acquire the rights of other companies. 
While New York laws prohibit the consolidation of parallel lines, such consolida- 
tion may, nevertheless, be permitted by authority of the railway commission. 
New York provisions for the consolidation of continuous lines, like those of Ohio 
and Michigan, are extremely elaborate. In Massachusetts the consolidations are 
subject to the approval of the railway commission; and in Florida contracts for 
the consolidation of competing lines are ultra vires unless approved by the com- 
mission. 

Without duplicating further legal provisions bearing upon both types of con- 
solidation, the lack of uniformity upon this, as upon so many other questions, is 
apparent. When we view the facts of railway history, the steady and uninter- 
rupted consolidations '^hich have absorbed line after line, on the one hand, and 
the contemporary existence and growth and duplication of laws attempting to 
govern these, on the other hand, the conclusion is irresistible that somehow these 
laws did not accomplish the purposes for which they were enacted. The wisdom 
of the purposes of these laws may be, and is, seriously questioned by students of 
railway transportation; but that is not the problem before us. We are concerned 
simply with the facts of the law, and these facts clearly and unequivocally reveal 
a wide disparity between the provisions of law and the facts of railway develop- 
ment. 

Pooling.— Both the interstate-commerce act and the antitrust law prohibit pool- 
ing. The Trans-Missouri Freight Association, the Jojnt Traffic Association, and 
other cases have finally decided the illegality of all combinations, just or unjust, 
good or bad, for the maintenance and control of rates, the restraint of competition 
or the arbitrary interference in any other way with the free play of competitive 
forces. For many years pooling was a favorite and one of the most efficient 
agencies in checking destructive competition and in maintaining reasonable rates 
and equitable relations among railways. Less than one-half or the States have 
prohibitive legislation, directly or indirectly, on the subject of pooling, and only 
about a dozen prohibit this practice. 

“That it shall be unlawful for any common carrier subject to the provisions of 
this act to enter into any contract, agreement, or combination with any other 
common carrier or carriers for the pooling of freight of different and competing 
railroads, or divide between them the aggregate or net proceeds of the earnings 
of such railroads, or any portion thereof; and in the case of an agreement for the 
pooling of freight rates as aforesaid, each day of its continuance shall be deemed 
a separate offense.” 

In words identical with or similar to these, the pooling of freight or the division 
of business is prohibited in Arkansas, California, Iowa, Kansas, Minnesota, 
Nebraska, North Dakota, South Dakota, and Wisconsin. 

A group of States, a little smaller than the one just given, contains laws bear- 
ing less directly and rigidly upon pooling contracts. The New York law, for 
instance, authorizes the railroad commission to gather infoiination on contracts 
and agreements entered into between railway companies. The laws of North 
and South Carolina make it the duty of their respective commissions to examine 
and approve or disapprove the contracts among railways. In Vermont the com- 
mission is charged with the prevention of unlawful combinations to increase 
rates. Similar administrative supervision of csontracts is provided for in the laws 
of Florida, Georgia, New Hampshire, Texas, and Ohio. More than one-half of 
the States have, consequently, no laws regulating pooling. 

Tickets; Scalping, redemption of unused tickets, passes.— The public has 
long been familiar with arguments for and against ticket brokerage, commonly 
called scalping. Irrespective of the merits of the arguments on either side, the 
fact can hardly be disputed that scalping may seriously reduce the revenue of 
railways, become an agency of discriminations and other abuses, and in the hands 
of weak roads provide the latter the means through which they may dictate, in a 
measure, at least, to the stronger and larger systems. In all but a dozen States 
ticket brokerage is extra-legal; that is, the law lias ignored the subject, unless we 
unduly extend the meaning of such general provisions as that found in the laws 
of California, that railways shall provide tickets. In Connecticut the railway 
commission may regulate the sale of tickets and prescribe hours during which 
ticket offices may do business. South Dakota stands alone in that it expressly 
authorizes scalping. “Any person having an established place of business * ** * 
shall have the right to buy, sell, and exchange passage tickets. ^ * Any per- 

son purchasing a ticket from the authorizea office * * * shall have the right 
to sell his ticket or tickets to any person doing business under this act.” (Revised 
Statutes, 1899, §§ 3960, 3961.) Villages and cities may, however, regulate this 
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business by law. Not neitrly so wide in its scope is the Alabama provision 
licensing ticket brokers on paying a fee of $50 in towns of 10,000 or over. In 
smaller towns a fee of $20 is exacted. In Colorado all tickets are transferable. 
Tickets are limited as to time, but not as to person. 

On the question of free transportation and passes, New Jersey occupies a pos - 
tion as unique as that of South Dakota, in that tiio laws of thk State enumerate 
certain State officers who shall be permitted to ride free. Most of the States 
that have legislated on scalping have in the same act inserted provisions relating 
to the redemption of unused tickets or unused portions of tickets. The lists are not 
entirely identical, scalping being prohibited without providing for the redemption 
of tickets, and vice versa, in a few States. The nature of legislation of this kind 
may be illustrated by the following (Laws of Maine, 1899, cmap. 69): 

“ Section 1. No person other than a duly authorized ag^t of the railroad com- 
pany issuing the same shall sell, offer for sale, or rent any railroad mileage book 
or any coupons therefrom, or any other railroad tickets limited to the use of a 
person or persons thereon specified at the time of its issuance by the railroad 
company, under a penalty of not less than $10 nor more than $100 for each offense, 
to be recovered on complaint. 

“ Section 2. No person, other than the one specified in any railroad mileage 
book or other railroad ticket limited to the use of the person or persons specified 
thereon at the time of its issuance by the railroad company, shall offer for pas- 
sage or in payment for transportation on any railroad any such inileage book or 
coupons therefrom, or any other railroad ticket limited as aforesaid, under a pen- 
alty of not less than $1 nor, more than $10 for each offense, to be recovered on 
complaint. 

“ Section 8 . Any railroad company which shall issue a mileage book limited to 
the person or persons named therein, shall, upon presentation thereof by the 
person to whom such book w^as issued or his legal representatives, at some one or 
more of its principal stations in each county through which its road lums, to bo 
designated by such company, at any time after one year from the time when such 
book was issued, redeem all the coupons then attached to such book at the same 
rate per mile as such inileage book was sold at.” 

A similar law passed by the legislature of New York has recently been declared 
unconstitutional. Other States prescribing the sale of railway tickets through 
authorized officers are: Florida, Illinois, Minnesota, Montana, New Jersey, Iowa, 
Texas, and Pennsylvania. In Montana the railway company must provide its 
agents with certificates which, when iiresented to the secretary of state, entitle 
the holder to a certificate authorizing him to sell tickets for the railway in ques- 
tion on the payment of $1. Selling tickets without such a license is unlawful. 

The r^emption of unused or unused portions of tickets has been provided for 
by law in Pennsylvania since 1863. Other States haying statutory requirements 
to this effect are Alabama, Florida, Illinois, Iowa, Michigan, and Minnesota. 

Laws governing the free transportation, or transportation at reduced rates, of 
certain persons or classes of persons have been enacted in less than one-fourth of 
the States, most of these making it a misdemeanor, punishable by a fine, forfei- 
ture of office, or otherwise, for persons holding public offices to accept passes or 
tickets at rates other than those charged to the public at large. Excursion and 
commutation tickets and reduced rates for exhibitions, fairs, political and other 
gatherings may still be granted, as well as special favors extended to charitable, 
religious, reformatory, and other institutions. States having legislated on this 

S are Alabama, Arkansas, California, Colorado, Florida, Massachusetts, 
ssippi, Missouri, North Dakota, Pennsylvania, Virginia, Wisconsin. In 
most of tnese the law takes the form of positive prohibition of the acceptance of 
passes on the part of public officials. In 1899 Minnesota passed a law making it 
obligatory for railway companies to grant free transportation to shippers of car- 
load lots of live stock. Free baggage is expressly provided for by tne laws of a 
num^r of States, 150 iiounds being the usual exemption on first-class tickets. 
In recent years laws declaring bicycles baggage have been enacted in a number 
of States. 

Long and short hauls. --With the exception of discriminations and reason- 
able rates, there is no subject which the decisions of the Interstate Commerce Com- 
mission touch more frequently than that of long and short hauls. During the 
period covered by its first annual report 58 petitions, representing 95 different 
railways, were present^ to this body for relief under the fourth section of the 
intemtate-commerce law, commonly known as the long and short haul clause. 
The question of long and short hauls is chiefly an interstate matter, yet nearly one- 
half of the State le^slatures contain the long and short haul provision in one f onn 
or another, that used in the interstatenjornmerce law being the most common. 
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Among the States prohibiting a greater charge for a shorter distance included 
within the longer for transportation in the same direction over the same line, 
under substantially similar conditions, ten introduced the much-needed element 
of elasticity in that the respective railway commissions, or other authority, may 
permit the suspension of the long and short haul provision in certain cases and 
under certain conditions. 

“ That it shall be unlawful for any common carrier, subject to the provisions 
of this act, to charge or receive any greater compensation' in the aggregate for 
the transportion of passengers or of like kind of property, under substantially 
similar circumstances and conditions, for a shorter than for a longer distance 
over the same line, in the same direction, the shorter being included within 
the longer distance; but this shall not be construed as authorizing any common 
carrier within the terms of this act to charge and receive as great compensa- 
tion for a shorter as for a longer distance: Provided, however. That upon appli- 
cation to the board appointed under the provisions of this act, such common carrier 
may, in special cases, after investigation by the board, be authorized to charge 
less for longer than for shorter distances for the transportation of passengers or 
property; and the board may, from time to time, prescribe the extent to which 
such designated common carrier may be relieved from the operation of this section 
of this act. 

“No railroad corporation shall charge or receive for the transportion of freight 
to any station on its road a greater Bum than is at the time charged or received 
for the transportation of the like class and (juantity of freight from the same 
original point of departure to a station at a greater distance on its road in the 
same direction. Two or more railroad corporations whose roads connect shall 
not charge or receive for the transportation of freight to any station on the road 
of either of them a greater sum than is at the time charged or received for the 
transportation of the like class and quantiiy of freight from tlie same original 
point of departure to a station at a greater distance on the road of either of them 
in the same direction. In the construction of this section the sum charged or 
received for the transportation of freight shall include all terminal charges, and 
the road of a corporation shall include all the road in use by it, whether owned or 
operated under a contract or lease.” 

This brings before us a typical provi.sion governing long and short hauls. 
Among others, the law of Flonda contains the folloiving clause bearing upon the 
.same point: 

The railroad commission “ shall have full power by rules and regulations to fix 
the rates of freight and passenger transportation to be allowed for longer and 
.shorter distances on the same or different railroads, and to fix what shall be the 
limits of longer and shorter distances.” 

Alabama expresses the same conditions in almost identical language. Ken- 
tucky, Louisiana, Minnesota, Nebraska. North Carolina, Tennessee, and Texas 
likewise authorized their commis.sionH to susi)end the long and short haul provi- 
sion. In Mississippi the law .specifies that “ the commission shall regulate and fix 
the rates to be charged on short hauls in excess of what may be charged on long 
hauls.’* 

Other States having long and short haul provisions are Arkansas, California, 
Connecticut, Iowa, Nevada, North Dakota, South Carolina, Vermont, Virginia, 
and Wa.shington. 

Discriminations.— Discriminations have from the first presented the most seri- 
ous aspects of railway retaliation, and we are therefore not surprised to find stat- 
utory provi.sions prohibiting discriminations in 16 State constitutions and in the 
laws of three-fourths of all the States. A common fonn of expressing this pro- 
hibition is the following: 

“If any railroad corporation shall willfully charge, collect, or receive from any 
person or persons, for the transportation of any freight upon its railroad, a higher 
or greater rate, toll, or compensation than it shall at the same time charge, col- 
lect, or receive from any other person or persons for tlie transportation of a like 
quantity of freight of the same class, being transported from the same point, in 
the same direction, over ecpial distance of the same road, or if it shall charge, col- 
lect, or receive from any person or persons, for the use and transportation of any 
railroad car or cars upon its railroad, a higher or greater sum than it shall at the 
same time charge, collect, or receive from any other person or persons for the use 
or transportation of a car or cars of the same class, for a like purpose from the 
same point in the same direction, and an equal distance, all such oiscriminating 
rates, charges, or collections, whether made directly or by means of any rebate, 
or other shift or evasion, shall be considered and taken as prima facie evidence of 
discrimination, which is hereby prohibited and declared uidawful, and shall be 
punished. 
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The gi'eat importanco of the le^al atteuipts to wipe out evil practices, known 
under the names of discrimination, rebates, extortion, abuses, etc., warrants a 
brief indication of the essence of the statutory provisions found in a number of 
other States. 

Alabama,— Whsit constitutes extortion decided by jury. Penalty, double the 
damage inflicted upon a shipper plus attoniey fees. Commission hears complamt. 
(Consult constitution, Article XIV, secthm 21.) 

California.— Railway commission given power to correct abuses. Railways 
obliged to transport for each other without delay, to grant right of intersection, 
etc. (Consult constitution, Article XI, section 17.) 

Florida— A law of 1891) prohibits railway companies from cliarging more than 
reasonable rates and from practicing unjust discriminations. 

iZ/mois.— Extortion and discriminations punislied by heavy fines, amply pro- 
vided for in the law. 

ifichigraw.— Discriminations t)f all kinds forbiddcm and rattis at noncompeting 
points not to be greater than those at competitive ijoints. 

Nebraska.— Board of transportation shall investigate and prevent discrimina- 
tions. 

Ohio.— Railways shall not discriminate b(;tween each other, between way and 
through freights, between trunk and other railways. Roads shall furnish ecpial 
facilities and forward freight by lines specified by the shipper. The latter may 
enforce by injunction. 

South Dakota.— {Jnjxmt discriminations and preferences declared unlawful in 
two separate sections of the law. Discriminations as to goods, cars, railways, 
persons, etc., expressly prohibited. 

Texas. — Discriminations prohibited under former laws; but a law of 1899 pun- 
ishes discriminations on part of railways against steamship lines in the intt'r- 
change of traflSic. The unusual punishment of not less than 3 and not more than 
5 years in the penitentiary is inflicted by the law. but this siiall not prevent 
railways from granting reduced rates to charitable and State institutions, to 
excursionists, fairs, railway officers, etc. 

Additional States legislating on dis(*riminations are Arkansa.s, Colorado, Con- 
necticut, Georgia, Iowa, Kansas. Kentucky. Loui.siana, Massachusfdts, Missis.sipja, 
Missouri, Montana, Nevada. New Mexico, New York. North Carolina, Nortli 
Dakota, Pennsylvania. South Carolina, Utah, Vennont, and Wisconsin. In a few 
of these States the legal provisions .simply assert tlie ]>ower of the commission to 
correct abuses, and in the hands of an energetic commission or other State offict'r 
this is probably sufficient to combat successfully the (‘vils of discriminations. 

Bates: Publicity and revision. —This subject is closely connected with tlie 

E owers and duties of railway commis.sions. Since, however, not all the States 
ave commissions, and laws relating to the fixing, revising, and publishing of 
rates exist in some of these States, it is nec(‘ssarv to gii e separate treatment to 
this question. The intrinsic imiiortance of the subject of rates warrants its being 
set on by itself for special treatment. Railway rates have long constituted the 
pivotal point upon which havetunied the most complex as well as inqxirtant 
railway problems, and it is no exaggeration to say that all the other phases of tlie 
railway problem .sink into relative insignificance in tlu' ]>’ osence of tnis predomi- 
nant question. 

Only 4 States (Connecticut. Delaware, Oregon, an<l Rhode Island) have no 
laws regulating rates or providing for their revision and imblicity. One of thc'io 
States, Connecticut, jiassed laws of this kind at various times from 18511 to 1891. 
Since the latter date no laws have been on its statute books governing railway 
rates. In 8 States the laws on this subjw-t are le.ss complete than in the great 
majority of the other States, providing in some instances lor the posting of rat('s, 
fixing maximum rates in others, reserving to the legislature the power to alter 
them or to fix them on complaint, either directly or through an administrativt' 
officer.* The maximum rates which are established in some instances are so higti 
that they can scarcely be said to afford any regulation of rates; for iirstancc. 
Nevada pre8cril>es 10 cents as the maximum for passenger rates per mile, and 39 
cents per ton-mile for freight, although no railway company need accept less tl):m 
an aggregate charge of 35 cents for any service or transportation. Another illus- 
tration is found in Arkansas, where a law establishes 8 cents per mile on lines or 
15 miles in length or less; lines 15 to 75 miles in length, 5 cents; over 75 miles, 
cents. A company may charge 25 cents “ for the carriage of any passenger wno 
may get on or off a train at other than the regular station. ” 


^These States are Florida, Idaho, Indiana, Kentucky (the coininl»ion ha« no power to fix 
111 this State), Montana, New Hamtwhfrc, New Mexico, Vermout, and Wyoming. 
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Coming now to those States which provide more specifically for the establish- 
ment and publicity of rates, it will be most convenient to associate such provis- 
ions with the considerable number of leading States having enacted them. In , 
Alabama the railroad commissioners may revise or increase rates, always having 
due regard to the value of the service and other conditions of traffic. Having 
been approved by the commission, .such rates may be published, special as well as 
general. In Arkansas a legal form very common in earlier charters and laws is 
still in existance, limiting the power of the legislature to regulate rates and fares 
so as never to bring the net income on the capital stock of a railway below 15 per 
cent per annum. The rates on lines 50 miles and less in length are fixed by law, 
but may be reduced by the commission, not, however, so as to bring the net 
income below 10 per cent. The classes of freight and corresponding rates shall 
be posted 5 days before taking effect. Up to 1899 an Arkansas law was in effect 
exempting railways subject to competition from that provision of the law pro- 
viding for some days’ notice; such roads were permitted to put posted rates into 
effect immediately. Under its constitution the State of California is empowered 
to regulate rates. The commission fixes reasonable rates and the railway com- 

? anies (under the constitution) are liable to a fine of $20,000 for overchar^^es. 

'he schedules adopted by the commission must be published by the companies, 
although the commission itself may publish them. The maximum rates pre- 
scribed in California are on the gi’aded mileage system. In Georgia railway 
companies may control rates on their respective lines, subject to the commission 
and laws of the State. Rate schedules shall be published by the commission in 
certain newspapers and railway companies must post the same. Weighing of 
freight is done by sworn weighers. Publicity is compulsory under the laws of 
Illinois, and the general assembly directs the commission by law to make sched- 
ules. On the application of the mayor and council or trustees of a township the 
commission shall examine rates under the laws of Iowa, and all rates established 
by the commission shall bo considered just and reasonable until proven other- 
wise. Railway companies shall promptly post and file with the commission 
schedules of rates. Ten days’ notice is required for an advance in rates^ although 
no previous notice must bo given for reductions. The Kansas commission law 
having been declared unconstitutional the legal status of the question of rates is 
perhaps uncertain in that State. Fonnerly maximum rates were prescribed and 
no rates could be increased without 60 days’ notice. In Louisiana maximum 
rates are prescribed by the laws of 1890 and 1894. The commission adopts changes 
and regulates rates and governs the relations between main and branch lines. 
In Maine the legislature may fix rates which shall be subjetd to the revision 
of that body and posted. Whenever practicable rules and regulations shall 
be printed on the ticket. In Michigan railway companies have power to regulate 
the time, manner, and compensation for their services, within the limits of maxi- 
mum rates established by statute. The 1,000-mile ticket law of 1891, requir- 
ing companies to sell such tickets at the rate of 2 cents per mile, and to redeem 
unused portions of the same, was declared unconstitutional in 1899. A recent 
statute regulates the relation of railways to bridge and .unnel companies and 
fixes the maximum rates for those companies. The commission may report 
upon the desirability of classifications of freight, as well as compare and fix pro- 
portional rates on milk. The Minnesota companies file schedules with the 
commission. Published schedules can not be changed except on 10 days' notice. 
A law of 1899 prevents railway companies from raising rates on grain, flax, 
lumber. Coal, and live stock, except on 60 days’ notice, unless permitted to do 
so by an order of the commission in writing. Railway companies are remiired 
to give 10 days’ notice when the revision of rates is under consideration in Missis- 
sippi. The commission may revise both individual and joint rates and approve 
classifications and rate schedules before the same are posted. The Missouri com- 
mission may make classifications and freight rates, and from time to time revise 
schedules of maximum rates. In Nebraska the le^slature prescribes maximum 
rates, from which companies may take an appeal to the supreme court. On order 
of the court the board of transportation may reduce and revise maximum-rate 
schedules. No advance can be made without 10 days’ notice, although reductions 
are peimitted without notice. Railways file schedules with the commission. 
(Consult Nebraska maximum freight-rate cases.) A New Jersey law permits 
railway companies to charge what they may think reasonable, below a certain 
maximum established by law. Railways shall not charge more from way stations 
than between centers. The legislature of New York may fix maximum rates, 
reduce the same, and require companies to furnish necessary information to the 
commission. Penalties are imposed for charging excessive rates. The 1,000- 
mileage-book law of 1895 was declared unconstitutional in 1900. The rates este^ 
lished by the corporation commission of North Carolina shall be considered prima 
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facie reasonable, from which carriers may appeal to the courts. Rate schedules 
must be posted. In North Dakota railway companies are required to publish 
schedules of classification, and rates must be examined and revised by the com- 
mission. No advance can be made except on 10 days’ notice; reductions, without 
notice. Railway companies may appeal to the district courts from any order of 
the commission. Maximum rates on coal are especially prescribed. Under the 
laws of Ohio every company shall post its rates, and accept no less than the pub- 
lished rates except on 10 days’ notice. Maximum rates are prescribed for both 
main and branch lines, charges being ‘ ‘ evened up ” by nickels. The Pennsylvania 
bureau of railways shall see to it that no more is charged than what is pennitted 
by special charters or general laws under which the railway companies do busi- 
ness. Maximum rates have been c-ommonly prescribed in charters and statutes 
of the State. A recent law of South Carolina compels railway companies to post 
schedules of rates. The latter shall be reasonable and just, and may be made by 
the commission. On complaint, the commission may also revise and fix rates on 
milk. The railway corporations of Tennessee are required to file schedules with 
the commission and to secure a certificate of privilege, with which the same shall 
lie published. If railway companies fail to file such schedules the commission 
may fix rates. In establishing rates the commission is required by law to take 
into consideration water competition. The Texas commission may make classifi- 
cations, establish rates, and provide railway companies with schedules. These 
can not go into effect except on 20 days’ notice. Carriers may bring direct action 
to test the reasonableness of such rates. In Vc^rmont railway companies may fix 
rates, subject to revision by the courts on petition of 3 or more freeholders. Rail- 
ways more than 50 miles in length, wholly or i)artly in the State, shall sell 1,000- 
mile books at not over 2 cents per mile, on penalty of from $600 to $1,000. The 
laws of Virginia prescribe maximum rates which, under present conditions, are 
clearly very much above what any railway company would think of charging, and 
prevents any statutory reduction as long as the m?t returns do not exceed 15 per 
cent. Copies of rate schedules must be filed with the commission , and no changes 
are permitted except on 10 days’ notice for an advance and 3 days’ notice for a 
reduction. It will be noticed that reductions can not be made without giving 

E revious notice. This is important. All other States not mentioned thus far 
ave analogous laws on the 8ul)ject of rates. Some of them do not provide as lib- 
erally as many of those which have been quoted, and all of them, in one way or 
another, cover the subject. 

Access to books.— In about one-half of the States legal provisions governing 
access to books of railway companies are not very stringent and frequently do 
not go beyond the general statement that such books shall be open to ofiftcers, 
directors, and stocknolders, or a certain number of them. Railway commissions 
or other State officers have no direct control over the records of companies.^ 

To illustrate the nature of legal provisions in the other group of States brief 
statements of laws governing access to books in them may here be introduced. 
In Alabama the commission shall examine books and records of a railway com- 
pany on application of 1 director or representative's of one-fiftieth of the capital 
stock or of one-fiftieth of the total indebtedness. The results of this examination 
may or may not be published, di.scretionary power lying with the commission. 
A committee of the general assembly may investigate the books of Connecticut 
companies. In Massachusetts the commission shall examine books and papers on 
request of 1 director or the holders of one-fiftieth of the stock and bonds of the 
company. The commission of South Carolina may at any time examine the 
books, or on written application of I director or of the holders of one-fiftieth of 
the stock, bonds, etc., the commi.ssion shall make such examinations. In Texas 
the commission, a committee of the legislature, and 3 stockholders, and “any 
officer or agent of the State may examine books of railway comnanios. ” In States 
other than those mentioned commissions have access to books and records by 
law. These are Arkansas, California, Colorado, Florida, Georgia, Illinois, Iowa, 
Kansas, Maine, Massachusetts, Michigan, Missouri, New Jersey, North Dakota, 
North Carolina, Rhode Island, ^uth Carolina, South Dakota, Texas, and Vermont. 

Annual and other reports.— Reference to the sections on charters, as well as 
early general laws, will recall the fact that annual reports were frequently called 
for under private as well as public laws, and that suen reports vary in their com- 

g rehensiveness not only among different States, but also among charters granted 
y the legislature of the same State. In some charters and laws such reports 






PRESENT GENERAL RAILWAY LEGISLATION. 


986 


include only a half dozen or dozen items relating to mileage, capital stock, and 
bonds. In others, a hundred or more items were carefully nrescnbed and penal- 
ties imposed for noncompliance with the provisions of the charter or of the laws. 
The reports which are called for under existing statutes differ quite as widely as 
those made pursuant to early legislation. Typical provisions existing at the 
present time in the laws of those States which provide in a legal way for these 
needs can be illustrated by reference to the laws of the States here given. In 
Maine the commission prescribes the fonn for the annual report of railway com- 
panies which shall “be designed to produce uiiifonnity” in the annual returns of 
all the railroads in New England. Similarly, in Massachusetts, an act of 1899 
aims to bring the returns of railway companies into harmony with those of the 
Interstate Commerce Commission. Reports must be unifonn, as prescribed by 
the commission, and quarterly financial statements shall be made. In New York 
railway companies make annual i*eports in forms prescribed by the commission 
and the commission in turn makes its annual report. In Pennsylvania officers of 
railway companies are re(iuired to report annually to stockholders and at such 
other times as the legislature may require. The law of 1897 orders the secretary 
of internal affairs to supply blanks for reports of railway companies, copies of 
which shall be sent to the government and members of the le^slature. The 
bureau of railroads also keeps these reports on hie. In Dlinois railway directors 
are required to report annually to the auditor in the manner prescribed by law; 
also to the commission in a form embracing 41 items. The commission is required 
to hie and tabulate the reports of railways. The law of Iowa is similar to that of 
Illinois except that the annual report, as pres(;ribed by the commission, contains 
only 11 items, and, instead of reporting to the auditor, “ a detailed exhibit” of 
receipts, etc., shall be presented to the government.^ 

Twenty States have statutory provisions less dehnite and comprehensive in 
their scope, calling for reports to stockholders by boards of directors, or reports 
of railway officers to some State officer or officers, or to the legislature, or to two 
or more of all these.'* 

Issues of stocks and bonds.—Many controversies have been waged over the 
(j^uestion of the capital stock of our railways. A conservative student of the ques- 
tion has placed the capitalized value of the railways of the country at $60,000 per 
mile, and this ho does not consider excessive nor appreciably above the real value of 
the plants as they exist at the present time. So far as State laws are concerned it 
would bo difficult to determine the truth of this mai/ter on the basis of information 
railway companies have been obliged to furnish under the statutes. In Massachu- 
setts an increase in capital stock or signs of indebtedness may be made only on 
authority of the commission before which such (piestions are determined on hear- 
ing. Ohio railways shall report to the commission the cost of the road, the 
amount of capital stock, indebtedness, etc. The aggregate indebtedness shall 
not exceed the capital stock. In Pennsylvania railway stock is limited to $150,000 
per mile, bonds to the same amount, and the total of the stock, bonds, and other 
papers to $300,000 per mile. In Arkansas consolidated companies shall not cause 
the aggregate of their stocks and bonds to exceed the sum represented by con- 
stituent companies. By a majority vote of the stockholders the company may 
borrow, at 7 per cent, an amount not greater than the total capital stock. In 
Colorado all stock shall represent labor, services, money, and property; the same 
shall be increased only under general law and by a majority vote of the stock- 
holders. Kentucky companies can increase capital stock only on recommenda- 
tion of the commission. The amount of indebtedness shall never exceed the total 
cash paid in. In Indiana boards of directors may not increase capital stock; capi- 
tal stock may not be increased to exceed $15,000 per mile, and a certificate stating 
the amount of such increase shall be filed with the secretary of state. The New 
York commission may regulate stock issues and pass upon an increase or a reduc- 
tion in the same. Other States having similar provisions are Indiana, Illinois, 
Louisiana, Maine, Maryland, Mississip^, Missouri, New Hampshire, New Jersey, 
South Dakota, Texas, Wisconsin, and Wyoming. 

This leaves a group of more than one-half of the States which do not attempt 
directly to regulate the issuance of stock by law. In some of them it is provided 
that a certificate of increase shall be tiled with the secretary of state or some 


» Other Staten calling for annual reports, more or less comprchonslve, either to the commission or 
to some executive or administrative State otticer, in forms prescribed by the commission, are Colorado, 
Connecticut, Florida, Illinois, Iowa, Kansas, Kentucky, Maine, Michigan, Minnesota, Mississippi, 
Massachusetts, Missouri, Nebraska, New Hamnshire, Ohio, New York, Rhode Island, South Dakota, 
South Carolina, Texas, Vermont, Virginia, and Pennsylvania. 

* These States are Alabama, Arkansas, Arizona, California, Georgia, Idaho, Indiana, Louisiana, 
Montana, Nevada, New Jersey, New Hampshire, North Carolina, North Dakota, Oregon, Tennessee, 
Utah, Washington, West Virginia, and Wisconsin. 
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other State ofiBcer, and that a two-thirds’ vote of the stockholders is necessary 
before directors may authorize an increase in capital stock or the issuance of 
bonds.^ 

State railway oommlssiona—The railway commission laws sometimes embody 
all the railway legislation in existence in the State. This was true in Oregon; 
and when in 1898 the commission law of that State was repealed Oregon was left 
practically without any lerislation on the subject of railways. In addition to 
Oregon, Delaware, Rhode Island, and Arizona are the only States which have 
fail^ to legislate on railways to any considerable extent. In States where the 
commission laws embrace only regulative features, questions of organization and 
management are treated in the general corporation laws or in subtitles under 
these. The general statement, however, holds true that the regulative features 
of railway legislation of the different States of the Union are embodied in our 
commission laws in all States in which commissions exists. The railway commis- 
sions represent the only active administrative agent which our laws nave pro- 
vided, and the ade(iuacy or inadequacy of State administration depends upon the 
authority vested in this agent. 

In their composition our commissions represent the same degrees of variety 
that exist in legislative provisions on most other railway topics. In the number of 
members they vary from 1 to 5; in the number of years during which they held 
office, from 2 to 6. In the manner of their appointment we find popular sunrage, 
appointive power of a governor, and the advisory power of a branch of the leg- 
islature. Their salaries vary from $1,000 to perhaps more than 5 times that 
amount, being entirely independent of the duties performed by them, and bear- 
ing no relation whatever to the responsibilities vested in them. The funds from 
which the salaries are paid are sometimes provided by general taxation, some- 
times by an assessment on railways in proportion to mileage, and again by levying 
a certain per cent on the net income of the railways in the State. The absolute 
lack of system vrill be apparent to anyone who makes even a cursory examina- 
tion of these provisions. 

Di qualifications we find less although some variety. It is generally provided 
that the commissioner or commmissioners shall be qualified voters of their respec- 
tive States; that they shall be citizens of the State, and, in some instances, of the 
United States; that they shall have attained a certain age, usually that of quali- 
fied voters, and finally that they shall have no financial interests in any of the 
railroads over which they are expected to exercise control. 

The jurisdiction of railway commissions varies from controlling railway com- 
panies alone, on the one hand, to exercising administrative control over a large 
combination of corporate interests representing practically the entire industrial 
life of the Commonwealth , on the other. The latter is strikingly illustrated by the 
industries over which the corporation commission of North Carolina is legally 
bound to exercise supervision. These embrace street railways, steam railways, 
steamboat and canal companies, express companies, sleeping-car companies, tele- 
phone and telegraph companies, banks, building, loan, and trust associations. 
The Pennsylvania oureau is required by law to exercise administrative control 
over railways, banks, mining, and manufacturing establishments. The Illinois, 
Nebraska, and Minnesota commissions exercise control over railways and ware- 
houses. The New York commission, in addition to railways, has charge of sleep- 
ing and drawing-room car companies. Others are charged with railwav and 
street railway companies. Others also with bridges and ferries. Not a few of 
the commissions are by law obliged to devote more or less of their time and energy 
to institutions which lie entirely outside of the means of transportation and com- 
nuinication. From the point of view of efficient administration the tendency, if 
such exists, to empower a single administrative organ to exercise control over a 
great variety of industrial est^lishments can not receive the approval of thought- 
tul men. All of our great industrial establishments represent interests which are 
peculiarly their own, and other features which are characteristic only of similar 
establishments. This calls for special agencies, whose duty it should be to con- 
centrate all their efforts in that particular field. The inclusion of so many indus- 
tries inevitably leads to a division of interests, and the e(jually inevitable diminu- 
tion in concentration and efficiency. Spedal types of industry require special 
administrative agents, and that tendency in our laws which burdens a single 
administrative organ with a great variety of complex duties can not be looke<l 
upon as desirable. It is beside the mark to attempt to maintain that a larg^' 


* These State* are Alabama, Arizona, California, Delaware, Florida, Georgia, Iowa, Kanaas, Kt’U' 
llliky, Michigan, Minnesota, Montana, Nebraska, Nevada, New Mexico, North Carolina, Norui 
Dakota^ ^^o n, Rhode Island, South Carolina, Texas, Utah. Vermont, Vliginia, Washington, ann 
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administrative body can, in its membership, be differentiated in such away as to 
represent in a consolidated from the specialized interests of all the different lead- 
ing industries of a State. 

R^ilwav commissions are frequently divided into two general classes— advisory 
and re^lative — the former being illustrated by the commissions of States like 
Massachusetts, Wisconsin, Vermont, Alabama, and the latter by Illinois, Iowa, 
Nebraska, and Texas. So far as a formal statute^ enumeration of specified 
powers goes this classification is doubtless correct. But we should not lose sight 
of the fact that an advisory commission, with its powers exercised by thoroughly 
competent men familial with the railway business and capable of handling the 
duties of their office with facility, may in the long run accomplish infinitely more 
than a regulative commission of the strongest type, represented by men whose 
tenure of office is uncertain, whose familiarity with railways is the most imper- 
fect and superficial, and whose purpose in the attempt to exercise their duties 
must at best be vague and beclouded. The efficiency of all control and regula- 
tion through commissions must ultimately rest upon the man. It is the power 
that lies behind the throne which vitalizes the machine A railway commissioner 
in a State embracing some of the most important railway systems of the country 
not long ago made the statement that in the office now occupied by him little 
was done except the gathering of statistics and the ^ving of useless advice. He 
pointed out in detail how the efficiency of that particular office had varied very 
greatly with the incumbency of different types of men. Without anticipat- 
ing what may be said in later sections of this report it will add something to the 
interest that may attach to aii examination of the powers and duties of d^erent 
commissions to state at the outset that the vital weaknesses of all the legislation 
of all the different American States may be grouped under two heads: First, the 
lack of adequate administrative machinery; second, the lack of organic connec- 
tion between this administrative machinery and the railways on one hand and 
the public on the other; also, this same lack of mutual understanding and vital 
connection between the railways and the public. To bring about the latter there 
is not a single efficient provision in all the railway laws of the United States; and 
the fact that railways have voluntarily, and in some instances with marked suc- 
cess, brought about such mutual understanding by no means affords a sufficient 
excuse for the absence of provisions establishing such organic connections by law. 
It has often been said that in America the weakest line is capable of dictating 
with success to the strongest, and that the strongest, finding itself at the mercy 
of the weakest, is under the circumstances obliged to i)ursue a course which is as 
ruinous to its own interests as it is antagonistic to the interests of the public. No 
one whose privilege it is to know the railway men of the country will for a moment 
maintain that these are not, as a body, sincerely desirous of serving the public in 
the best possible way. Their aspirations and ambitions, altogether legitimatelv 
and necessarily keeping in view the immediate interests of the corporations which 
they represent, go beyond the horizon of narrow selfish interests and take into view 
the larger field of mutual prosperi^ and common gain. But granted that 99 per 
cent of the railway managers and officials are voluntarily inclined to do that which 
we believe the public interests demand, what is there to prevent the one recalci- 
trant road from holding out and demoralizing the entire service and preventing 
the ninety-nine from living up to their good intentions? The sincere desires of 
the best railway^ officials may be frustrated by the arbitrary demands and reckless 
dictation of a single unscrupulous manager. In this point lies the fatal weakness 
of American railway legislation. One feels again and again the absolute helpless- 
ness in which the shipper finds himself on the one hand, and the good railway 
manager on the other. No administrative machinery has been provided whereby 
this one outlaw can compulsorily be brought into harmonious action with the 
ninety-nine promptly, thoroughly, and finally. Demoralization in railway affairs 
has again and again been the result of the imposition upon the ninety-nine con- 
siderate officials of the inferior and defective code of the one unscrupulous manager. 

In view of the great importance of commission legislation, it has been deemed 
desirable to give in greater detail the provisions governing them. Some provi- 
sions which are common to many laws, such as those relating to certain qualifi- 
cations of commissioners and employment of secretaries, clerks, deputies, and 
experts by these commissions, will not be repeated in all the States. Likewise 
those clauses governing railway taxation and railway labor and the duties of 
commissions with respect to these topics will be omitted, because the same are 
included in special reports of the Industrial Commission. Nor will repeated ref- 
erences be made to reports made by commissions to governors, auditors, and 
other officers and legislatures. It will be understood that the making of reports 
is one of the regular duties of commissions. 
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Summary of commission laws.— Three commissioners, holding 
office for 4 years, appointed by the governor with the advice and consent of the 
Senate. Removable by the supreme court on impeachment, like other State offi- 
cers. The commission may settle disagreements oetween connecting roads with 
appeal to chancery court; exercise general supervisory power and make recom- 
mendations to railway companies and governor, to whom an annual report must 
be submitted. Railways shall fumisn necessary information to commissions. 
Commission to carry on correspondence with similar bodies in other -States. 

Arkansas.— Three commissioners, elected by qualified voters, shall hold no 
Federal offices; railways shall submit rate schedules; commission may make 
rates and approve schedules; no change in rates except on 10 days’ notice; they 
shall investigate and hear complaints; railway officers shall fumish information; 
facts as found by commission to be prima facie evidence; may employ experts; 
examine books of companies; shall determine cost of reconstruction, and, on 
petition, order connections and fix joint rates; report annually to governor. 
Arizona.— "No commission. 

California.— Three commissioners, elected by districts for 4 years; legis- 
lature may remove by two-thirds’ vote (consult constitution, Article XII, sec- 
tion 22): “The board shall have power to issue writs of summons and of sub- 

S oena in like manner as courts of record.” Commission hears complaints, and 
efendant companies shall appear within 15 days; decisions and grounds upon 
which same are based to be given in writing; shall hold public session in San 
Francisco every month, and, if necessary, at other places. 

OoZorado.— One commissioner appointed by governor, with consent of senate, 
for 2 years. He shall inspect railways and make recommendations to them; has 
no power to change manner of operating roads; county commissioner or 25 citi- 
zens of a county may enter complaint before commissioner, who shall investigate 
rates and so on; but such complainants shall bear the expense of investigation; 
commissioner decides on appeal the ratio of cars which shall go to individual 
shippers; he may call and examine witnesses. 

Cownecftcuf.— Three commissioners appointed by governor, with consent of 
senate, for 4 years; one to be a lawyer, another a civil engineer, and the third a 
business man; commission inspects railways twice each year; publishes and posts 
important railway legislation; may order gates, flagmen, signals, and so on; sub- 
poena witnesses; investigate accidents; recommend to railwaycompanies in writ- 
ing things conducive to public safety and interest. Appeal from decision of com- 
mission may be taken to superior court. 

Delaware.— “No commission. 

FZonda.— Three commissioners appointed by governor and senate for 4 years. 
The first commission was composed by law of 1 lawyer, 1 railway man, and 1 
farmer; succeeding commissioners elected without j’eference to vocation. Com- 
mission has power to establish classifications, rates, and regulations which shall 
be just and reasonable; hearings must be given to persons and corporations; 
decisions of commission published at its discretion; commission may examine 
books, agents, etc.; non-compliance with laws subject railways to fines; com- 
mission may institute proceedings through attorney-general; railway officers 
making false reports fined heavily. The commission lias judicial power— “ that 
said railway commissioners are hereby vested with iudicial powers to do or 
enforce or perform any function, duty, or power conferred upon them by this 
act, to the exercise of which judicial power is necessary.” (Laws, 1899, number 
89, section 22.) Commission has also power to create lating or basing points: 
“ Provided That the said commissioners shall have the power to create rating or 
basing points at places where competing lines meet, or where water or other com- 
petition exists, and to break the continuity of rates to and from such points, so as 
to maintain competition between rival lines and points, and may, in fixing the 
rate upon any commodity , take into consideration the competition between dif- 
ferent localities or shipping points producing or shipping such commodities.” 
(Laws, 1899, No. 89, sec. 6.) Duty of commission to bnng proper matters before 
Interstate Commerce Commission. 

Georgia.— Three commissioners appointed by governor and senate for 0 years— 
one a lawyer and one a railway man. Commission may make reasonable and just 
rates and regulations, “for each of the corporations doing business in the State.” 
They shall examine rates into and out of the State; may examine agents andoffl - 
cers under oath; compel evidence to be given; penalties are imposed for disobe- 
dience to the rules of the commission; commission appeal to Insterstate Com- 
merce Commission. (Consult Georgia commission cases: 5 1. C. C., 824; 99 Fed. 
Rep.,52; 108U.S.,144.) 
mkwo.— No commission. 
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Illinois.-~T\iTee commissioners appointed for 2 years by governor and senate; 
commission shall “ visit each county” twice each year and examine railways and 
warehouses ; may bring action in any county court for violations of law ; attorney- 
general may compel compliance with orders of commission; commission in its 
report shall pay especial attention to the possibility of classifying railways in 
regard to rates and fares; may employ civil engineers. 

Indiaria.—No commission. 

Towa—Threa commissioners elected for 3 years; commission has general super- 
vision over railways, and shall investigate matters relating thereto; recommend 
changes, examine bridges semiannually, sub^na witnesses, administer oath, and 
enforce orders through district courts, but the same court may also issue injunc- 
tions if the orders of the commission seem unjust. (Marked similarity between 
this and the Federal act regulating commerce.) 

Xrtnsrt.s‘.— Kansas commission law recently declared unconstitutional, but as 
showing the trend of legislation, salient features of that law are here inserted. 
The law created a court of visitation composed of 3 members — 1 chief justice and 
2 associates— elected for 4 years. This commission had power to compel adherence 
to impartial and reasonable train service; require the construction of depots, 
switches, and other facilities; regulate intersections and joint oi)eration of roads; 
prescribe the movement of trains and necessary measures of safety for passengers 
and employees; require uniform appliances; hear and decide cases relating to 
freight rates, switching and demurrage chargers, and to apportion such charges 
among connecting railways; regulate rates for carload and leas than carload lota, 
including live stock; classify freight and restrict railways in the exercise of their 
powers to charter privileges, and compel obedience to railway law. 

Km tucky.— Three commissioners elected by districts for 4 years. No power to 
fix rates, but a law of 1890 requires commission to hear complaints of extortion 
and excessive rates “ when comxdaints shall be made to the railway commissioners 
accusing any railroad or corporation of charging, collecting, or receiving extor- 
tionate freight or passenger rates over its line or lines of railroads in the Common- 
wealth, or when said commission shall receive information or have reason to 
believe that such rate or rates are being charged, collected, or received, it shall 
bo the duty of said commission to hear and determine the matter as speedily as 
possible.” (Laws 1899, chapter 2.) In addition, commission gives notice, fixing 
time and ])lace of hearing, whereupon rates may be agreed upon and put in opera- 
tion on 10 days’ notice. The commission shall also examine through rates and 
bring proper matters before the Interstate Commerce Commission. It may order 
improvements and, if its advice is not heeded, call the attention of the attorney- 
general and the legislature to those matters. 

Lo^iisiana—Thrae commissioners, elected for 6 years by districts, shall inspect 
railways; hear and determine complaints against classification of rates; compel 
attendance of witnesses. Sheriffs refusing to execute and enforce process or order 
of commi.ssion subject to penalty as in similar civil cases. “ It shall be lawful 
for the commission to fine and commit to the parish prison of the parish where the 
commission may be in session at that time any witness or other person adjudged 
to be in contempt of the authority of said commission, the same as in cases- of con- 
tempt before the district courts of this State.” Railways may appeal from deci- 
sions of commission to courts, pending which commission orders are suspended. 

Maine.— Three commissioners for 3 years, anpointed by the governor and coun- 
cil. Commission shall examine railways and rolling stock, and give certificate 
showing tlieir condition to railway companies; may reduce speed on unsafe roads; 
settle disputes among connecting lines; order erection of stations; investigate acci- 
dents; make rulings as to crossings, which are final, unless appealed from within 
14 days; compliance with orders may be compelled by court. 

Maryland.— ^0 commission. 

Mas.mcliu8etts.— Three commissioners, appointed for 3 years by governor and 
council; commission to exercise 8ui)ervision of railways; to see that laws are com- 
plied with; to inform corporations of necessary improvements, changes, etc.; to 
examine condition of roads on complaint of city or town authorities; to investi- 
gate causes of accidents; to be funiished with information as to condition, man- 
agement, etc., of roads; to examine books, accounts, etc.; on request, to publish 
financial condition; summon witnesses; employ experts; approve by-laws of rail- 
way relief societies. . . , , , , ^ « 

Michigan.— One commissioner, appointed by governor and senate for 2 years. 
Commissioner shall examine condition and management of railways; examine 
tracks- hear petitions for better railway facilities; subpoena witnesses; arbitrate 
on joint use of stiitions and terminal facilities; prescribe uniform systems of 
accounting; prescribe forms of signals and order automatic bells at crossings. 
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Minnesota.— ThxQQ commissioners elected for 4 years. Commission to investigate 
rates, fares, and classifications; visit each county annually; hold sessions in any 
part of State; inquire into management of common carriers, and, at discretion of 
commission, these may be sued for noncompliance with orders; attorney-general 
ex officio attorney for commission; commission notifies carriers of petitions and 
complaints, and fixes rates either on complaint or on its own motion; subpoena 
witnesses; prescribe uniform systems of accounts; may require uniform gauges if 
thought necessai^ after examination. 

Mmssijppi.— Three commissioners, elected for 4 years by districts. Commis- 
sioners may apply to courts of chancery to compel obedience to State laws, lawful 
orders, decisions, and determinations. “Every railroad ought to use the same 
classification of freight, and, as far as practicable, the railroad commission shall 
require them to do so, and to conform the classification to that in use in inter- 
state commerce, when practicable.” (Revised Statutes, 1892, section 4, 318.) 

Missouri.— Thieo commissioners, elected for 6 years. Commissioners shall 
prosecute complaints involving unreasonable rates before Interstate Commerce 
Commission, subpoena witnesses, call for papers and books, and secure other evi- 
dence. Courtsmay revise orders of commission. Commission may classify freight 
and reduce rates; institute proceedings against railw^ companies; promote the 
consolidation of parallel lines, and prosecute companies for preventing competition 
between express companies. The commission also has power to establish connec- 
tions between competing lines. 

Montana.— commission. 

Nebraska.— Board, of transportation composed of attorney-general, secretary of 
state, auditor, treasurer, and commissioner of public lands. The law prescribes 
classification of freight in full. The commission shall inquire into the manage- 
ment and business of railways for the protection of public interests; subpcnna 
witnesses and invoke power of courts; courts may compel obedience by injunc- 
tion, but railways have power to appeal to supreme court. Proceedings of com- 
mission accepted as prima facie evidence; commission shall report investigations 
in writing. 

Nevada.— No commission. 

New Hampshire.— Three commissioners, appointed by governor and council for 
3 years. Commission has power to fix maximum rates; investigate accidents and 
complaints: administer oaths, summon witnesses, and compd them to testify; 
institute proceedings against railways for violation of law; examine railways 
annually; investigate accidents, and report to supreme court on necessity of new 
roads, bridges, or on the desirability of consolidations. 

New Jersey.— No commission. 

Neic Mexico.— No commission. 

New Yoi'k.— Three commissioners, appointed for 5 years by governor and senate. 
Commission exercises general supervisory powers over railways. Attorney-gen- 
eral may prosecute ran ways for failure to comply with orders of commission; 
investigate accidents; make recommendations after hearing, for which the attend- 
ance of witnesses is compulsory; make rulings on grade crossings, from which 
rulings appeal may be taken within 60 days; no mortgages, except purchase mort- 
gages, shall be issued without consent of the commission. 

North Caroh’na.— Corporation commission, composed of 3 members elected for 6 
years. Commission has general supervisory powers ; may establish rates ; prevent 
discriminations, rebates; call the attention of the Interstate Commerce Cfommis- 
sion to proper cases; investigate bcwks and papers; examine officers, and exercise 
powers ana jurisdiction of a court of general jurisdiction on subjects embraced 
in the act; establish stations, and pa.s8 upon applications for discontinuing the 
same; investigate accidents; act as arbitrators between disagreeing companies. 
In fixing maximum rates the commission shall always consider the value of serv- 
ices performed and other factors entering into the composition of rates. The 
commission may make special rates, with a view of developing certain industries. 
(Compare Tennessee laws.) 

North Dakota.— Three commissioners, elected for 2 years. Commission shall 
have general supervision; inquire into violations of law, neglect of duty, etc. 
Attorney-general ex officio counsel to enforce decrees of commission. Hearing 
shall be ^ven on petitions, for which witnesses may be subpoenaed and oaths 
administered. Where railway companies cross on same grade commission may 
compel construction of Y’s. 

Onto.— One commissioner, appointed for 2 years by governor and senate. Com- 
missioner shall examine complaints; subpoena witnesses; call for books; enforce 
acts against railways having inexperienced employees, the act regulating height 
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of bridges, automatic couplers, limiting the hours of service of employees, fire 
exmnguishers on train, ana interlocking switches (interlocking switches are cum- 
pulsory) ; investigate accidents. 

Orego7i.~No commission. Commission established in 1887, and in 1898 com- 
mission law, and with it practically all other railway le^lation, was repealed. 

Pennsplvajiia.SecTetary of internal affairs, elected for 4 years, appoints a 
deputy » who supervises railways. The secretary of internal affairs shall supply 
the blanks for reports of railway companies, copies of which shall be sent to the 
govenior and members of legislature; such reports filed in bureau of railroads. 
Special reports may be required. Bureau of railroads shall see that corporations 
act within legal limits, hear complaints, and, if well founded, instruct attorney- 
general to institute proceedings against offending companies. 

Phode Island —One commissioner, appointed by governor for 3 years. Com- 
mi^ioner shall “ personally examine into the proceedings of any railroad corpo- 
ration,” secure compliance with laws, investigate accidents, subpoena witnesses, 
approve or disapprove the abandonment of stations, order flagmen at crossings, 
and make orders in regard to grade crossings, from which an appeal may oe 
taken. Commissioner shall report annually to the general assembly, “ so far as 
the public interest may require, with such suggestions and recommendations as 
he may deem necessary or expedient.” 

South Carolina— Three commissioners, elected by general assembly for 6 years. 
Commission shall have supervision of all railways; investigate complaints, acci- 
dents, etc.; may re(iuire information concerning rates with connecting roads; 
may ask additional questions with respect to schedules, and make requests and 
give advice; investigate accidents. Jointly with railway companies commission 
may make special rates for the purpose of developing industries of the State. No 
new railway may be opened without examination and certification of commis- 
sion. Railway company may appeal from decisions of commission to circuit 
court. 

South Dakota.— Three commissioners, elected at large for 6 years. Commis- 
sion shall investigate complaints and furnish report of investigation to com- 
plainants; subpoena witnesses; examine books; fix schedules of maximum rates 
and classifications; establish joint rates on petition of disagreeing railway com- 
panies; exercise general supervision, and institute action to compel compliance 
with law. 

Ten7iessee.—Three commissioners, elected for 6 years by grand divisions of the 
State. Commission shall supervise and fix rates, charges, and regulations of 
freight and passenger tariffs; correct abuses; prevent unjust discriminations and 
extortions. Commission may subpoena witnesses, examine books, and compel 
testimony to be given, but no railway employee, officer, etc., shall be subject to 
legal process on basis of his own testimony; investigate through rates and, in 
case or violations of law, report to the Interstate Commerce Commission; attorney- 
general conduct proceedings. Circuit, chancery, and justices’ courts shall have 
jurisdiction of cases arising out of the act. 

“ Railway companies may make contracts with coal, mining, and manufactur- 
ing companies or persons for special rates of freight not to be controlled by this 
article” (Rev. Stat., 1896, sec. 3060). This section relates to long and short 
hauls, and should be read in connection with section 10, chapter 24, laws of 1897, 
which provides that nothing in the act shall be construed to prevent railways 
from giving special rates to encourage infant manufacturing industries, and for 
the encouragement of any other new industry, or for the transportation of any 
perishable goods. 

“That it shall be the duty of the railroad commissioners, by correspondence 
or otherwise, to confer with the railroad commissioners of other States and the 
Interstate Commerce Commission, and such persons from States which have no 
railroad commissions as the governors of such States may appoint, for the purpose 
of agreeing, if practicable, upon a draft of statutes to be submitted to the legis- 
lature of each State, which shall secure uniform control of railway transportation 
in the several States, and from one State into or through another State, as will 
best serve the interests of trade and commerce of the whole country.” 

teas.— Three commissioners, appointed by governor ana senate, holding office 
for same period with governor. Commission shall adcmt all necessary rates, 
charges and regulations to govern and regulate railroad freight and passenger 
rates’ to correct abuses and prevent unjust discriminations and extortion; may 
change rates and fix same for empty and loaded cars. Emergency freight rates 
established by law as amended in 1899: * * * “ Said commission shall have 
power when deemed by it necessary, to prevent interstate rate wars and injury 
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to the btisiness interests of the people or railroads of this State, or in case of any 
other emergency to be judged % tne commission; and it shall be its duty to tem- 
porarily alter, amend, or suspend any existing freight rates, tariffs, schedules, 
orders, and circulars on any railroad, or part or railroad, in this State, and to fix 
freight rates where none exist.” 

“ >^erea8 interstate cut freights from other States to Texas are frequently 
made and put in force on 3 days^ notice to the Interstate Commerce Commission, 
to remain in force often for only 10 days at a time, suspending the regular rates 
for that time; and whereas these temporary cut rates are intended and actually 
do benefit only a favored few, who are notified in advance; and whereas such cut 
rates tend to demoralize trafl&c and create rate wars, to the great detriment of 
Texas railway companies and the public generally; and whereas under the law 
as it now exists emergency rates to meet such cuts and prevent such rate wars 
can not be put in force until 3 days’ notice to the roads interested, an imperative 
public necessity and emergency exists for the suspension of the constitutional 
rule, requiring bills to be read on 3 several days, and this bill shall therefore take 
effect and be in force from and after its passage.” 

Utah.— Hi 0 commission. 

Vermont.— Three commissioners, appointed by the governor and senate for 2 
years. Commission exercises general supervision; examines books and witnesses; 
may employ experts; make recommendations and apply to suprtune court to com- 
pel compliance with its orders; inquire into lack of connections; recommend 
repairs, improvements, etc.; and, in general, see that the laws are complied with. 
So far as consistent with State laws commissions shall conform to the rules, etc., 
of the Interstate Commerce Commission. 

Virginia.— One commissioner for 3 years, elected by general assembly. Com- 
mission shall inquire into and examine conditions of railways, and, in general, 
bring about obedience to law; on complaint of mayor, aldermen, councils, certain 
judges, commission sliall investigate and report to the board of public works, 
composed of governor, auditor, and treasurer. Persons suffering from violation 
of law may seek relief in court of equity through commission. Commission shall 
report on actual working of the railway system in its relation to the business and 
prosperity of the State; make suggestions as to general railway policy; investigate 
accidents; and require railway companies to furnish information regarding the 
management and operation of roads. 

Washington.— 'No commission. 

West Virginia.— 'No commission. 

Wiscmsin.— One commissioner, elected for 2 years. Commissioner shall inquire 
into neglect of duty or violations of law; inspect railways, and ascertain their 
pecuniary conditions; notify railway companies of complaints, and give notice of 
hearing; subpoena witnesses; request attorney-general to prosecute in behalf 
of commission, Pecisions of commissioner final unless appealed from within 20 
days. 

Wyoming.— No commission. 



PART V.-FOREIGN RAILWAY GHARTERS ANI) IMPORTANT 
LAWS. 


Introductory.— In these times of commercial expansion and the establishment 
of more far-reaching and complex international relations a survt'y of foreign 
experience is especially appropriate. The railway as an institution is everywhere 
the same. As an industry it presents characteristics which ai’e in many n^spects 
different from those common to other industries. These peculiarities of the rail- 
way business have been so often pointed out that it is not necessary to repeat 
them here. Railway legislation, like legislation in otlier domains r)f the industrial 
world, must bear definite relations to the business treated in such laws, and the 
fact being indisputable that the intrinsic nature of railway enterprise is every- 
where the same, the corollary must go unchallenged that railway legislation 
must, in its essential features, bear the same degree of similanty and identity. 
It is only in secondary and local characteristics that wo find differenijes of impor- 
tance in a study of railways of different countries; hence it follows that only in 
such secondary matters should laws aiming .at the control -of railways differ in 
the substantial elements of their contents. The experiences of foreign countries 
have frequently been brushed aside on the assumption that whatever success or 
failure may have characterized foreign effort, nothing of vital importance to 
American States could possibly be discerned therein because of differences in con- 
ditions which, it is alleged, exist between the Unitial States and the respective 
foreign countries. No one will be inclined to deny that certain important differ- 
ences do exist, but the position can bo successfully maintained that, so far as 
railways are concerned, these difference's do not, as a ruh\ touch upon the essen- 
tial features of the railway problem, and that along the large lines of industrial 
growth and development every imiiortant modern nation is cosmopolitan; that 
is, modern, social, and economic conditions have the world over become more and 
more alike, and as this similarity increases the need for similar legislation in all 
the different countries becomes increasingly urgent. 

Railway charterB--u8ing this term in the sense of special legislation as well as 
grants of railway charters under general laws— are essentially alike the world 
over so far as the great nations are concerned. In all the different countries rail- 
way charters bear upon them the marks of lineal descent from early English 
charters, which in turn were copied directly from the charters granted to canal 
and road companies. This similarity between railway and macadam or plank road 
charters can be readily detected in our Laws. Many common road charters are 
identical in language with contemporary railway charters, the only differences 
lying in a few things peculiar to road companies, such as the smaller size of shares, 
provisions on toll gates, the use of the road by drovers, etc. Were one to take 
out of a railway charter and a common road charter clauses relating directly to 
these topics, it would probably be impossible to determine whether a certain 
charter had originally been wanted to a common road ora railway company. 
Certain archaic features which were embodied in the Liverpool-Manchester 
charter, reference to which will be made later, may bo discerned in charters of 
different States in the United States, as well as in those of foreign countries. One 
of the most common of these is the right of different shippers to use the same 
track. One of the most serious objections brought against some of the early 
railway projects was the impossibility of using ordinary coaches and vehicles in 
the transportation of persons and property over railways. Inventors during the 
earlier decades of the nineteenth century devised contrivances by which carriages 
could be used on both common and rail roads. These provisions were inserted in 
some cases for the purpose of reserving to the State certain rights which it might 
otherwise find difficult to assert. It was thought that the State, or a person or 
persons authorized to do so by the State, could become active competitors over 
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the same tracks, and thuo enforce rules of justice. The fallacy of this theory was 
soon discovered, but the archaic clauses continued to find their way into charters. 

In surveying the legislation of foreim countries one is impressed with the 
promptness with which Japan apparently adopted many of the more advanced 
ideas, as expressed in legislation of other countries, and for this reason the laws 
of Japan will be considered first. England naturally takes its place at the head, 
or very near to it, because of the vital relations existing between the laws of our 
own and the mother country. For obvious reasons some attention is also paid to 
English colonial history. Ihrussia deserves to be dwelt upon at some length, 
because in that country the most successful system of State railways that the 
world has thus far known has been in operation for nearly a quarter century. 
For the sake of completeness, as well as for the sake of the interest which attaches 
to leading features of raUway legislation of other countries, France, Austria, 
Switzerland, Norway, and other foreign States will be considered. Students of 
railway affairs feel the need of a thorough study of foreign systems. They have 
the feeling that the experiences of foreign coimtries have not yet been adequately 
brougjht before us, and that, in order that we may profit by whatever lessons such 
experience may convey, a much fuller presentation of the subject of foreign rail- 
ways should be made. It is needless to assert that this paper makes no such 
attempt. All that the writer hopes to accomplish in these paragraphs is to point 
out the most important features of foreign charters and laws in their bearing 
upon practical questions of regulation and control. 

Classification of foreign railways.— In connection with the discussion of 
foreign railway legislation it will be necessary to refer to the different kinds of 
railways recomized in the laws of other countries; and, as a matter of convenience, 
it may be well to bring together here the classifications of the leading countries. 
In the United States we are accustomed to speak of trunk and branch lines only. 
In England no real classification exists. However, a law of 1868 imposes less 
onerous duties on ‘ ‘ light railways,” this term implying railways the speed of which 
does not exceed 25 miles per hour and whose burden is not greater than 8 tons per 
axle. Pnissia has from the first recognized primary and secondary railways; but 
not until 1892 were narrow gauge and other local railways included in the term 
‘ ‘ railway ” at all. French law formally recognizes only 2 classes, but a very rigid 
administrative division of the first class into 2 subclasses, really creates a third class 
of roads. These 3 classes are, the primary network of railways of general interest, 
the secondary network of railways of general interest, and railways of local interest. 
The particular class to which a railway shall belong depends upon the place which 
is assigned to it by the authorities of the State in the ‘ ‘ declaration of public utility. ” 
Belgium recognizes 3 cla8se.s— railways of general interest, parochial, and urban 
railways. In Holland 3 classes also exist— primary , secondary, and regional. The 
Austrian and Hungarian classifications are essentially like that of Prussia, includ- 
ing main and local roads. The Italian law of 1879 distinguishes between 4 classes, 
based upon the proportion of the total cost of the railways borne respectively by 
the Federal Government and by subordinate politial unities. Secondary railways 
are divided into 5 classes, depending upon the width of tracks, speed, curves, 
grades, etc. 

The convenience of classifications of this kind is apparent; and, furthermore, 
such classifications are in themselves a recognition of varying degrees of impor- 
tance attached to different kinds of railways. Under the laws of the different 
States in the Union, except for purposes of taxation, all railroads are practically 
put into the same category and treated, so far as the law is concerned, as if they 
all stood upon a plane of intrinsic equality. A short and insignificant road in an 
isolated comer of the State is governed by the same laws through which an 

sands of miles of double, triple,^d quadruple tracks. i?Song this line, fereign 
legislation may teach us a valuable lesson in that it points out to us the imperative 
necessity of recognizing in the law decisive differences in the social and economic 
importance of different railway systems. 

Japan.— Apart from the important changes which have been made in the laws 
beanng upon administrative organs, the fundamental railway law of Japan is 
“ the act for a private railway,” passed in May, 1887. Under this law 5 or more 
persons desiring to build a railway for the transportation of passengers and goods 
are reouired to nand in an “estimation” of their project to the central govern- 
ment through the provincial authorities. The estimation is similar to the Ameri- 
can articles of incorporation, and is divided into the following 5 sections: 

Section I: Name of company ; place of main offices. 

Section II: Names of termini and of places through which railway is to pass; 
also a general map of the route. 
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Section III: The total amount of capital stock and the number and size of the 
shares. 

Section IV: Estimated expense of building road, together with an estimate of 
the probable volume of business. 

Section V : Names and addresses of incorporators; also the number of shares for 
which each is responsible; but the number of shares held by the incorporators 
must exceed 20 ^er cent of the whole amount of the capital stock. 

After examining the estimation, if the central government approves of the 
project, a preliminary charter may be gi*anted and the provincial administration 
may be ordered to permit the incorporators to make an exact statement regarding 
the lines, work, means, probable cost, and rules of the company. The Q-ovem- 
ment shall reject the proposal if it considers that the new railway interferes with 
other railways already in existence, and that the necessity of the construction of 
the proposed railway can not be fully demonstrated. 

If, after a careful investigation, the Government recognizes the project as a 
desirable one, a permanent charter shall be granted. Until the permanent char- 
ter is granted the incorporators can not receive subscriptions as a company; 
neither can they begin constructing the road. 

When authority to do .so has been granted, the company must start within 6 
months after registration in the work of construction, and must finish the road 
within the term indicated within tlie charter. If .sufficient reason exists, an 
extension of the cliarter time may be gi'anted on application to the provincial 
government at least 2 months before' the expiration or the time limit, but under 
no circumstances sliall tliis extension in time exceed one half of the charter 
period. 

The sections on eminent domain, right of way, and the amount of land which 
the company may hold are alniost identical witli similar sections in American 
charters, with tln^ very important difference that all land is purchased through 
governmental authorities. In ca.se tlie railway runs through public lands, such 
lands must be bought from the Government for an agreed price; out if it is private 
land which the company proposes to cross or use, the Government is empowered 
to purchase the same, a<'cording to the provisions of such laws governing such 
transactions, and then to sell tlie acquired land to thq company. Provisions on 
crossing public roads, bridges, and canals, as well as on the construction of 
bridges, crossings, fences, gates, embankments, and the like, are much like similar 
parts of American charters. 

As soon as the company desires to open a part or the whole of the road for 
traffic, a communication must be addressed to the head of the national or central 
railway department, now the department of communicatioii. The department 
of communication, having recidved such notice of the intention of the company 
to open its new line to traffic, shall order an inspection of the road, with respect 
of gauge, bridges, rolling stock, buildings, etc., in accordance with the provisions 
of the estimation. If the inspection is satisfactory, then a business charter or 
“ grant to begin business ” is giv(*n to the company. This charter finally author- 
izes the corporation to do business. It will be noticed that under the Japanese 
system the entire grant of franchise to the company is divided into 3 parts, 
beginning with the preliminary charter, continuing through the permanent 
charter tor construction and e(iuipinent,aiid culminating in the business charter. 
The first or the preliminary charter, which merely gives to the company the right 
to make detailed estimates and surveys, is open to competition. In the nature of 
the case, no competition can bo permitted after the permanent or construction 
charter has been granted. 

The department of communication is required under the law to send inspectors, 
not only during the period of construction, but also after the road has been com- 
pleted; and if at any time such inspection reveals defects, or prejudices public 
safety and comfort, repairs and even rebuilding may be ordered. 

The Government reserves the right to construct telegraph lines on the right of 
way of a company; and the company may use, on payment of the proper price, 
such telegraph posts. ( In Japan the telegraph is owned by the Government) . The 
company must give up the use of a part of its land and station houses, without 
charge, for the postal and telegi-aph service. In case rebuilding is necessary in 
order to accommodate the Government the latter shall pay the actual costs of 
construction. Regulations relating to pay for the mail service are also contained 
in the law, as well as provisions governing free transportation of postal and other 
officials ibdsoners and police officers may travel at half price, and In time of 
war the use of railways may be determined by special decree. At any time, if 
army or naval officers desire improvements or changes in construction, such may 
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be ordered on paying the actual cost. In addition, the department of communi- 
cation may order all private railway companies to do those things which are 
required of State railways for the pm-pose of insuring public safety and promot- 
ing the public good. AU regulations of State railways apply to private railways, 
unless specially ordered otherwise. If a company desires to make changes in the 
operation of its road, it must first secure permission from the Government. Rates 
are established and changed under the direction of the department of communi- 
cation, and maximum rates are established in the law. All changes in train 
schedules must be reported to the central Government. A semiannual report is 
required of each company, which must be sent to the central department within 
40 days after the expiration of the teim for which the report is made. 

A railway company may mortgage a part of or the entire plant, but the amount 
of such indebtedness shall never exceed five-tentlis of the total amount paid by 
subscribers; no dividends can be declared before the debt for that term has been 
paid. Other provisions govern systems of accounting, intersections, and junctions. 

The Government reserves the right to purchase railways after 25 years of char- 
tered existence, and the purchase price may be fixed on the basis of the average 
price of shares during the 5 years immediately preceding the time of the pur- 
chase. Upon any violation of the act on the part of railway companies, or upon 
any violation of the proper use of railways, the Government may order the elec- 
tion of a new set of officers or authorize the State railway bureau to operate the 
road; but in case the State continues the operation of a railway the profits a’ccrue 
to the company. 

The department of communication, which has been mentioned a number of 
times, is divided into 2 bureaus, the railway bureau and the bureau of operation 
and accounting. The latter has charge of all State railways, comprising about 
one-fourth of the entire network. The railway bureau supervises and controls 
private railways and is virtually the authority which grants charters, provided 
such charters do not unduly interfere with existing railways, and when real need 
for the construction of a new line can be shown to exist. The bureau may 
establish and alter rates and time-tables in accordance with the provisions of the 
law discussed above. 

The notable features of the Japanese law, connected with the grant of the 
franchise and the purchase of land, have already been discussed. A third pro- 
vision deserves especial attention. This relates to the advisory council, in the 
establishment of which the Japanese seem to have followed in the wake of the 
most progressive European countries. The J apanese advisory council is composed 
of not more than 20 persons, representing the cabinet departments, both houses of 
the Legislature and, for special purposes, members with limited tenure, who serve 
as experts in the council. The powers of the council are only advisory, and relate 
to questions of location, construction, financiering, and operation. While the 
department of communication and other branches of the Government may direct 
inquiries to the council, the latter may also act on its own initiative and bring 
its conclusions and findings before the proper officials. A comparison of the 
Japanese with the Prussian councils shows important differences in their compo- 
.sition. Under the Prussian law bureaucracjr is guarded against by the exclusion 
from the council of all immediate State officials. In Japan, on the other hand, 
the law specifically provides for the inclusion, in the council, of cabinet officers 
and members of the Legislature. In this respect the Japanese council system is 
probably inferior to the Prussian. Bureaucratic influence is said not to have 
made itself felt up to the present, but that there eidsts a real danger of an undue 
influence in an advisory body of this kind, when its members are so closely con- 
nected with the Government, is too obvious to require argument. However, 
Japan deserves credit for having incorporated in her laws so many of the most 
desirable features of epoch-making laws of foreign countries. 

England.— The history of English railway charters is not essentially different 
from that of the charters panted in the United States, except that the process of 
mutilation by which, dunng succeeding years, numerous important provisions 
were eliminated from them, never, developed so far in England as it md in our 
own country. It is an error, however, to suppose that the great crops of railway 
charters which marked the legislative activity of our numerous States did not 
find their counterpart in England. In the year 1825, Parliament granted no less 
than 69 charters, and during several of the years from 1840 to 1860 more than 200 
charters were granted in each year. These were nearly all for short railwavs, 
just as in our own country numerous local lines, projected, constructed, and for 
a while also operated, under separate charters, were the material out of which the 
present systems have been constructed. The Stockton and Darlington was 
chartered in 1820, and oh May 6, 1826, Parliament granted the epoch-making 
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Liverpool and Manchester charter. The latter is a long and cumbersome docu- 
m^t of 200 sections, many of which are archaic, and bear the impress of turnpike 
and canal charters. It is unnecessary to specify in detail the provisions of this 
important charter, for these do not differ materially from those found in the l^st 
charters granted by our States. In another place ’ the writer has traced tWs 
TT t>etween the Liverpool and Manchester charter and charters granted in 
the United States through the provisions bearing upon a number of the essential 
a charter; and, as result of this parallel study, the fact has been firmlv 
established that many American charters embody, literally, sections of EngUsn 
charters, and that probably all the American charters found in English legislation 
their form and content. 

Early attempts were made in England to lemslate through general laws. The 
first general bill for railways was introduced in 1836, and provided that “divi- 
dends be limited to a certain rate,” and that Parliament reserve to itself the 
power to fix periodically the tolls on passengers and goods. During the same 
year a distinguished member of the House of Lords advocated a forfeiture clause 
in railway charters; and another member of that House submitted a plan under 
which the elaboration of the English railway system was to be intrusted to a 
technical board approved by the Peers. A resolution in the House of Lords, 
excluding members of that House from railway projects in which they them- 
selves were interested, indicates another phase of English public opinion at that 
time. Following the example of the earlier turn]>ike charters, a prominent 
member of the House of Commons demanded a periodical revision of maximum- 
rate schedules every 21 years. Although none of tliese resolutions and bills 
brought about immediate changes, they are important in that they show a recog- 
nition, on the part of Parliamentary leaders, of some of the peculiarities of this 
new means of trans]}ortation, out of which were later to grow some of the most 
complex problems with which administrative authority has ever had to deal. In 
1842, the board of trade was empowered to appoint inspectors of railways, with 
sirfficient authority to postpone the opening of railways, to pass upon by-laws of 
railway corporations ami to bring legal proceedings against companies for violat- 
ing existing statutes. The board of trade also hao power to compel railway 
coimianies to report accidents and to furnish infonnation with respect to railway 
tramc and rates. The first commission was established in 1846. It was emnow- 
ered to do essentially those things which the board of trade had previously been 
authorized to do. OtlK^r experiments were made with a different tyi)e or com- 
mission, and also with a retransfercuic.e of power to the board; but administrative 
control was not placed upon a permanent footing until the regulation of railways 
act of 1873. This act established a new tribunal, known as the “railway com- 
missioners,” composed of 3 members. 1 experienced in law and 1 in railway mat- 
ters. The principal duty of these commissioners was to enforce the observance 
of the “reasonable facility section,” of the act of 1854, the exact text of which is 
here inserted; 

“ Every railway company, canal company, and railway or canal company shall, 
according to their respecjtive powers, afford all reasonable facilities for the receiv- 
ing and forwarding and delivering of traffic upon and from the several railways 
and canals belonging to or worked by such companies, respec.tively, and for the 
return carriages, trucks, boats, and other vehicles, and no such company shall 
make or give any undue or unreasonable preference or advantage to or in favor 
of any particular person or company, or any particular description of traffic, in 
any respect whatsoever, nor shall any such company subject any particular per- 
sons or company or any particular description of traffic to an undue or unreason- 
able prejudice or advantage in any respect whatsoever ; and every railway company 
and canal company and railway and canal company having or working railways 
or canals which form part of a continuous line of railway or canal or railway and 
canal communication, or which have the terminus, station, or wharf of the one 
near the terminus, station, or wharf of the other, shall afford all due and reason- 
able facilities for receiving and forwarding all the traffic arriving by one of such 
railways or canals by the other, without any unreasonable delay, and without 
any such preference or advantage or prejudice or disadvantage as aforesaid, and 
so that no obstruction may be offered to the public desirous of using such rail- 
ways or canals or railways and canals as a continuous line of communication, 
and so that all reasonable accommodation may, by means of railways and canals 
of the several companies, be at all times afforded to the public in that behalf.” 

The commissioners also had power to enjoin the forwarding of the traffic of 
other roads on request of railway companies, and were, furthermore, empowered 
to act as a board of arbitration. 


1 Meyer, Early Railroad History of Wlaconsln, Wis. Hi«t, Col., XIV. 
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The law of 1873 stood until 1888, when it was superseded hy “An act for the 
better regulation of railway and canal traffic, and for other purposes.” The law 
of 1888 is to be construed as one with that of 1873 and the acts amending the same, 
and all these acts “ may be construed together as the railway and canal traffic acts, 
1873 and 1888.” Under the new law the railway commission is composed of 2 
permanent, appointed members, and, in addition, an ex officio member, being 1 
of 8 officers representing England, Scotland, and Ireland, respectively. The ex 
officio member attends only the sessions held in the country represented by him, 
and is desiraated in England by the lord chancellor, in Scotland by the lord pres- 
ident and tne court of sessions, and in Ireland by the lord chancellor of Ireland. 
His Majesty appoints the 2 pennanent members on the recommendation of the 
president of the board of trade. One of these shall be of experience in railway 
business. The law specifies the commissioners’ salary, time and place of meet- 
ing, and other details. A list of bodies and corporations through whom complaint 
may be brought is enumerated, including harbor boards, common councils, and 
other representative bodies, justices, associations of traders, chamber boards, 
commercial and agricultural societies, etc. 

The board of trade may require security for costs to be given before granting 
permission to bring action before the commission. 

The commission is given full power to execute existing railway regulations, to 
exercise jurisdiction over questions and disputes relating to rates, to order traffic 
facilities and award damages, and, in general, exercise full supervisory powers 
over the railways of the country. Sections 25 to 35, inclusive, of the act relate 
to classifications, through rates, group rates, and similar matters. Section 17 is 
one of great importance because it deals with a subject in which the weakness of 
much American legislation has long been supposed to exist: 

“(1) No appeal shall lie from the commissioners upon a question of fact, or 
upon aiw question regarding the locus standi of a complainant. 

“(2) Except as otWwise provided by this act, an appeal shall lie from the 
commissioners to a superior court of aiipeal.” 

In order to show that the conditions out of which English ledslation grew are 
not radically different from those which shape American legislation, brief refer- 
ence will here be made to Parliamentary reports of 1872, 1882, and 1893. The 
conclusions and recommendations of the committee of 1872 were summarized as 
follows: 

“1. Past amalgamations have not brought with them the evils which were 
anticipated. 

“2. Competition between railways exists only to a limited extent, and can not 
be maintained by legislation. 

“3. Combination between railway companies is increasing, and is likely to 
increase, whether by amalgation or otherwise. 

‘‘4. It is impossible to lay down any general rules determining the limits or 
the character of future amalgamations. 

“6. The most urgent question now pressing for solution is whether, under the 
present state of things, the interest of the public is adequately in'ovided for and 
protected, and is not, whether any and what improvements can be made in rail- 
way legislation, consistently with the fair rights of the companies, which would 
protect the public against certain evils incident to the present system. 

“ 6. The self-interest of the companies alone will not effect the object, since 
their interest is only to a limited extent the interest of the public; and it becomes, 
therefore, necessary to consider what can bo done in the way of statutory obli- 
gation. 

“ 7. There can be no doubt that the introduction of certain amalgamation bills, 
which have been the immediate occasion of the appointment of the committee, 
affords opportunities for imposing conditions on the companies which may be 
desirable in the public interest. 

“ 8. But it has been impossible to separate the consideration of such conditions 
from the consideration of measures, which it may be expedient to adopt, with 
respect to all railways; and such measures, if adopted by Parliament, might 
remove some of the objections to the present and future amalgamation. 

“9. Whilst, therefore, the committee advise further legislation of a general 
character, they are of opinion, that, in the absence of such legislation, the meas- 
ures they recommend should be imposed as conditions, so far as applicable, on the 
compames which are now seeking, or which may hereafter seek, to amalgamate 
with other companies.” 

Conditions which prevailed in 1882 are carefully described in the report of the 
select committee to Parliament of that year. Complaints brought against rail- 
way companies in respect of freight traffic-complaints in regard to passei^er 
traffic were practically not made— were arranged by the Committee under 6 differ- 
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The first, relates to charges in excess of rates authorized by law; the 
a existence of discriminations between different Idndis of goods 
wnen wansported over the same line under the same conditions; the third, is 
ai^ted against discriminations unfavorable to commodities consumed at home 
ana preference shown to e^ort goods; the fourth, relates to discriminations 
Detween nval shippers; the fifth, asserts that rates were, in certain instances, 
much higher than they had been many years before, and that excessive, though 
not Illegal, rates prevent traffic, to the prejudice of the public and of the railways; 

the question of obtaining redress on the part of private individuals 
Iv. * upon, especially in cases of overcharges and (uscriminations; and finally 
that, because of imperfect classification and defective schedules, it is practically 
imjwssible for private shippers to ascertain the particular class to whicn any arti- 
cle belongs, and the rates which are applicable to it. In another part of the Par- 
liamentary report reference is made to the great difficulty wliich private persons 
frequently encounter in approaching a railway company and securing informa- 
which ought to be at their disposal. The report further discusses the dis- 
puted questions which arise out of station and terminal facilities and services 
incidental to conveyance. The committee called attention to the imperfect clas- 
sification of goods and the lack of uniformity in these classifications and in the 
rates based upon them. Almost every railway company, says this committee, 
charges rates under several different charters, applicable to different portions of 
the same system, and that in some cases reference must be made to more than 50 
charters, in order to determine the various rates the company is authorized to 
charge. The committee is unable to discover any general principle on which 
maximum rates have been fixed or in accordance with wliich articles have been 
classified; and in many cases the exceptions are so numerous and the determina- 
tion of the rate otherwise so uncertain that an ordinary trader will prefer apply- 
ing to a railway official to quote the rate. Railway charges represent all sorts of 
anomalies, and manjr witnesses urged the general advantages in fixing rates on 
some intelligible principle. Another complaint, which in these times of rapid 
railway consolidation certainly does not find such wide application in the United 
States, is that regarding the needless expense involved in the duplication of man- 
agements, as illustrated by the railways of Ireland, which were then represented 
by 270 directors, 87 secretaries, 20 managers, and a corresponding staff of subor- 
dinate officers for the administration of railways having a capital of £86,000,000; 
whereas the Great Western Railway of England, having a capital of nearly 
twice that amount, is managed by a single board of 18 directors, a secretary, 
and a general manager.” 

Many witnesses testified before the committee to the relutance of traders to 
make complaints, because of the pecuniary or other disadvantage to which the 
railway might subject such a witness. Furthermore, the testimony showed that, 
because of the great interests involved in the litigation and the losses almost 
inevitably accompanying even a successful suit, together with the ^reat incon- 
veniences encountered, shippers were prevented from bringing action. It is a 
noteworthy fact, however, that the committee did not hear many complaints 
against personal discriminations. The report on railway rates and charges for 
1893 contains the following significant sentence; “Very few cases have been 
brought before the commission, and the number of times on which its members 
have been engaged in court has not averaged more than 23 in each year,” In 
England, as well in the United States, there probably exist good reasons for this, 
some of which have been indicated in the discussion of the report of 1882. That 
legal actions should be so few is not surprising when competent authority asserts 
that “law reports show no case of a recovery for damages resulting from a 
transportation rate unreasonable in and of itself.” 

It is facts like these which the writer had in mind in formulating the earlier 
statement in this report that a feeling of absolute helplessness was bound to over- 
come an aggrieved shipper after investigating the efficiency of the machinery 
through which our railway laws are adnunistered. 

Canada.— The three charters submitted by the minister of railways as typical of 
those granted under Canadian law vary in length from 2 to 6 octavo pages. Each 
of the charters contains a preamble in which reference is made to a petition pre- 
viously presented to Her Majesty’s Government. The names of the incoiporators 
are given, and the project is “declared to be a work for the general advan- 
tage of Canada.” Section 806 of the general railway law pronounces certain 
Canadian ra^ways works for the general advantage of the country, and pro- 
vides that every branch line or railway now or hereafter connecting with or 
crossing these lines of railway shall be regarded as a work for the general advan- 
tage of Canada. This feature of the Canadian law is similar to the declaration of 
public utility required under French law, and also similar to declarations made 
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under earlier laws in the North Atlantic States. The Canadian charters indicate 
that there is room for those variations in law which ^ow out of (hfferences in 
individual and local conditions. A railway projected through a thinly settled 
frontier district is very different from one to be operated in a densely populated 
fertile country. This the Canadian charters recognize and the general law per- 
mits. The special railway acts of Canada are little more than a means of pro- 
viding for the peculiarities of the particular road authorized under the act, and 
specifying to what extent provisions of the general law shall or shall not apply in 
tnat particular case. These charters state the amount of capital stock to lie issued, 
and places a definite limitation upon any future issue of bonds, debentures, or 
other railway securities in proportion to the len^h of the railway constructed. 
This supplies a noteworthy provision in which, it will be recalled, one of the 
greatest weaknesses of the American railway charters was found. Both the gen- 
eral law and the special charters specify to what extent public aid may be 
received; and one of these special charters makes provisions for agreements with 
other railways, subject to the approval of two-thirds of the shareholders and the 
governor in council. 

Coining now to a consideration of the general railway law of Canada, attention 
should be called at the outset to the list of definitions with which the act opens. 
Much confusion and indefiniteness has resulted from this lack of definition in 
American laws. The Canadian law defines such tenns as ‘ ‘ company, ” ‘ ‘ county," 
“ court,” “ department,” “ deputy,” goods,” “ highway,” ins^cting en^neer,” 
“judge,” “justice,” “lines,” “map or plans,” “near,” “owner,” “railway,” 
“ railway company,” “sheriff,” “special act,” “toll,” “tariff,” “the undertak- 
ing,” and “working expenditure.” Neither the American interstate-commerce 
act nor the general laws of our States contain definitions of the term “ railway.” 
(The so-called definition of the interstate-commerce act does not define.) 

Supreme administrative control Qver railways is vested in a railway committee 
of the pnvy council, composed of the minister of railways and canals, who is 
chairman of the committee, the minister of justice, and two or more other mem- 
bers of the Queen’s privy council for Canada, who, from time to time, are 
appointed by the govenior in council. . For purposes of comparison with the 
powers of American railway commissions, the powers of the railway committee 
of Canada are here stated in full: 

The railway committee may— 

(a) Regulate and limit the r^te of speed at which railway trains and locomo- 
tives may be run in any city, town, or village, or in any class of cities, towns, or 
villages described in any regulation; limiting, if the said railway committee 
thinks fit, the rate of speed within certain-described portions of any city, town, 
or village, and allowing another rate of speed in other portions thereof— which 
rate of speed shall not in any case exceed 6 miles an hour unless the track is 
properly fenced. 

(b) Make regulations with respect to the use of the steam whistle within any 
city, town, or village, or any portion thereof. 

(c) Make regulations with respect to the method of passing from one car to 
another either inside or overhead, and for the safety of railway employees while 
passing from one car to another, and for the coupling of cars. 

(d) Impose penalties, not exceeding $20 for each offense, on every person who 
offends against any regulation made under this section— which penalties shall be 
recoverable upon summary conviction. 

2. The imposition (ff any such penalties shall not lessen or affect any other lia- 
bility which any person may have incurred. 

11 . The railway committee shall have power to inquire into, hear, and determine 
any application, complaint, or dispute respecting — 

(a) Any right of way over or through lands owned or occupied by any company. 

(b) Changes in location for lessening a curve, reducing a ^adient, or benefiting 
the railway, or for other purposes of public advantage. 

(c) The construction of branch lines exceeding one-quarter of a mile in length, 
but not exceeding 6 miles. 

(d) The crossing of the tracks of one company by the tracks of another. 

(e) The alignment, arrangement, disposition, or location of tracks. 

(/) The use by one company of the tracks, stations, or station grounds of 
another company. 

(g) The construction of works in navigable rivers. 

(n) The construction of railways upon, along, and across highways, 

(t) The proportion in which the cost of fencing the approacnes to crossing^ on 
railways constnicted or under construction on the Ifith of April, 18S4, shall be 
borne by the company and the municipality or person interested. 
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(J ) The compenwtion to be made to any person or company in respect of any 
work or monsure directed to be made or taken, or the cost tiiereof, or the propor- 
tion of such cost to be borne by any person or company. 

(k) Tolls and rates for the transportation of passengers and freight. 

(t) The adjjustment of such tolls and rates between companies. 

(m) Running powers or haulage. 

(n) Traffic arrangements. 

(o) Transshipment or interchange of freight. 

(p) Unjust preferences, discjrimmations, or extortions. 

iq) Any highway, street, ditch, or sewer, water, gas, or other pipes or mail s 
over or through lands owned or occupied by the comjiany. 

(r) Any matter, act, or thing which by this or the special act is sanctioned, 
required to be done, or prohibited. 

m addition, the committee has iwwer to investigate accidents, and to inspect 
railways and accessory works, examine books, papers, administer oaths, and so on. 
An important difference in the powers of the Canadian and American commissions 
lies in the standing given to the decisions of the Canadian committee. Subject to 
modifications by its own order, “every decision and order of the railway com- 
mittee shall be final; provided, always, that either party may petition the gover- 
nor in council, and the governor in council may, in his discretion, rescind, change, 
or vary such order as he deems just and proper.” 

The provisions of the law relating to iiicoriioration contain nothing noteworthy 
except that some definite relation is maintained between capital stock and the length 
of the railway, and that a financial qualification is required of directors, no share- 
holder being eligible to this position unless owning 20 shares of stock absolutely 
in his own right. Petitions for a private charter must be heard by the minister 
of railways, and if, after such hearing, the desirability of building the projected 
road has oeen established, this official issues a certificate declaring such projected 
road to be necessary in the public interest. Plans and surveys are required con- 
taining a general description of the land, names of owners and occupiers, and every- 
thing else necessary for the right understanding of such map or plan and profile. 
The minister examines these plans and must permit persons interested to secure 
access to the same. Finally, when the road is completed, another map must be 
deposited with the minister within 0 months after the opening of traffic. The law 
contains specific provisions governing crossings and junctions. Periodical inspec- 
tions are required, and, upon the report of an inspecting engineer, a railway may 
be condemned, repairs and modifications ordered. The by-laws and niles of the 
company must be submitted in writing and approved by the governor in council; 
until such approval has been given the same have no force or effect. 

Rates are established in the first instance by the company itself; but the gov- 
ernor in council, through the minister, may from time to time prescribe uniform 
classifications of freight, whieffi the company is bound to accept; and all rates 
must finally be approved by tln‘ govenior in council. Schedule and rates, after 
revision by the govenior in council, must be published and posted and kept in 
places convenient of access for shippers. Provisions on discriminations and 
special rates are much like analogous sections in American laws and equally 
strong in their prohibitions. The influence ot water competition is recognized, and 
companies are permitted to discriminate under the stress of such competition; 
but secret rates of any kind are forbidden. 

Although one railway company is enjoined from purchasing or otherwise acquir- 
ing shares of stock, bonds, and securities issued by another railway company in 
Canada, close traffic arrangements may be entered into under the law, as the fol- 
lowing quotation will indicate: 

“The directors of any company may, at anytime, make and enter into any 
agreement or aiTangement with any other company, either in Canada or else- 
\^ere, for the regulation and interchange of traffic passing to and from the 
company’s railways, and for the working of the traffic over the said railways 
respectively, or for either of those objects separately; and for the division and 
apportionment of tolls, rates, and charges in respect of such traffic; and generally 
in relation to the management and working of the railways, or any of theln, or 
any part thereof, and of any railway or railways in connection therewith, for 
any term not exceeffing 21 years; and to provide, either by proxy or otherwise, 
for the appointment of a joint committee or committees for the better earring 
into effect any such agreement or arrangement, with such powers and functions 
as are considered necessary or expedient; subject to the consent of two-thirds of 
the stockholders voting in person or by proxy, and also to the approval of the 
governor in council.” 
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The above are the most noteworthy features of the Canadian law. The usual 

E rovisions relating to safety appliances, bells, whistles, regularity of trains, 
andlin^ of baggage, guarding crossings, investigating accidents, etc., are incor- 
porated in the act; but all these are rather of a secondary nature and do not differ 
essentially from analogous sections of the best laws in our own States. 

India.— The early Inman railway charters took the form of contracts between 
the East India Company and the railway companies. To illustrate this early 
type of charters, the leading features of the contract between the East India 
Company and the Great Indian Peninsula Railway will be given. 

The Great Indian Peninsula Railway Company was incorporated under an act 
of Parliament for the purpose of constructing and maintaining such railways as 
the company jointly with the East India Company might determine. In the 
determination of the route the East India Company agreed to cooperate with the 
railway company; also in the construction of the road, and, in addition, to pro- 
\dde the necessary lands. The East India Company reserved the right of estab- 
lishing grades, fixing the weight of rails, and the manner of laying them. The 
usual provisions governing the capital stock and its division into shares were 
inserted. The number and speed or trains to be operated by the railway company 
was subject to the approval of the East India Company. The rates charged for 
passengers and freignt were likewise subject to approval by the East India Com- 
pany, and whenever the net receipts exceeded 10 per cent, reductions in rates were 
to be made. The East India Company reserved the right to purchase the railway 
company on 6 months’ notice at the end of 25 and also 50 years, and at the end of 90 
years the charter was to expire and the entire railway buildings and fixtures were 
to revert to the East India Company on payment of the full value of the plant. In 
the board of directors the company was represented by one member. Periodical 
accounts, showing the financial condition of the road, were to be submitted to 
the East India Company. If at any time the East India Company should find 
the service inadequate or unsafe, and should be compelled to order repairs or 
improvements, the same could be ordered done at the expense of the railway 
company ^ withholding the sums of money thus expended from the interest 
which the East India Company had guaranteed to the railway company. 

The later railway charters of India are in most essentials similar to those of 
England and Canada, with the exception that the secretary of state is capable, 
under the law, of exercising unusually large powers. In fact, he seems to have 
almost absolute control over the railways. The State reserves important rights, 
which will be considered under the general law, and insists upon systematic train 
service and adequate facilities of traffic in general. The military features are 
somewhat important. The charter to which reference is here made was granted 
in 1892, and, like the general laws, begins with a number of definitions. The 
road is located under the direction of the secretary of state, under whose guid- 
ance, likewise, stations, equipment, and improvements are ordered. Maximum 
and minimum rates are not provided, but all rate schedules are subject to the 
approval of the secretary. Railway property may be used for establishing tele- 
graph lines, and all employees in the telegraph service must be provided with free 
transportation. The secretary of state becomes financially responsible for capital 
outlays, but the company pays a fixed rate of interest, and keeps such accounts as 
the secretary of state may require. All moneys must be handed to the secretary 
and accounts audited by him. Net earnings are to be divided between the secre- 
tary of state and the railway company in proportion to the amount of stock held 
by them respectively. Junctions with other railways may be established if this 
is necessary for the perfection of the railway system of India. This same subject 
is more fully dwelt with in the general laws, which will next be considered. 

Like the general law of Canada, the Indian Railways’ Act begins with a number 
of important definitions, including such terms as “ ferry,” “inland water,” “rail- 
way administration,” “railway servant,” “inspector,” “ goods,” “ rolling stock,” 
etc. Administrative power over railways is vested in a railway commission, com- 
posed of 3 members, 1 law and 2 1^ commissioners. One of the lay commissioners 
must be experienced in railway affairs. The law commissioner shall act as chair- 
man. The commission has jurisdiction in cases arising out of complaints of viola- 
tion of the law, agreements required or authorized to be referred to arbitration, and 
such other cases as may be brought before it on application through the governor- 
general in council. In hearing cases the commission may exercise all the powers 
which are exercised in the hearing of an original civil suit by a high co^. A 
majority decides, and the “ final order in the case shall be by way of injunction 
and not otherwise.” As in case of Canada, no appeal lies from the commission 
upon any question of fact on which 2 of the commissioners are agreed. In case 
or an appeal from the order of the commission, the court, of which the law com- 
missioner was a judge, shall hear the same. The governor-general in council 
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may make rules regulating proceedings before the commissioners and enabling 
to carry into effect the provisions of the law, and he may also prescribe fees 
to be cnwged for proceedings before the commissioners. Special reports on each 
case are to be submitted by the commission to the governor-general. ' 

Acting through the commission, the governor-general exercises supervisory 
powers in the construction and maintenance of railways. The latter may, by 
notmcation in the official paper, invest, absolutely or subject to conditions, any 
local government with any or the powers or functions of the governor-general in 
council, under the law, with respect to any railway; and he may also by that, or 
a like notification, declare what local government shall, for the purposes of the 
exercise of powers or functions so conferred, be deemed to be the local govem- 
laerit in respect to the railway. 

The sanction of the governor-general is necessary before the opening of a rail- 
way, and follows an inspection of the road with respect to rolling stock, track, 
in regard to width, weight of rails, strength of bridges, etc., adequacy of equip- 
ment, and a satisfactory showing that the railway can be opened to the public 
without danger. 

Joint traffic arrangements are specially provided for as follows: 

“Any railway company * * * may from time to time make with the gov- 
ernor-general in council, and carry into effect, or, with the sanction of the gov- 
ernor-general in council, make witn any other railway administration, and carry 
into effect, an> agreement with respect to any of the following purposes, namely: 

“(a) The working, use, management, and maintenance of any railway; 

“(5) The supply of rolling stock and machinery necessary for any of the pur- 
poses mentioned in clause (a) and of officers and servants for the conduct of the 
traffic of the railway; 

“(c) The nayments to be made and the conditions to be performed witii respect 
to such working, use, management, and maintenance; 

“(d) The interchange, accommodation, and conveyance of traffic being on, com- 
ing from, or intended for the respective railways of the contracting parties, and 
the fixing, collecting, apportionment, and appropriation of the revenues arising 
from that traffic; 

“(e) Generally the giving effect to any such provisions or stipulations with 
respect to any of the purposes hereinbefore in this section mentioned as the con- 
tracting parties may thiiik fit and mutually agree on: 

“ Provided that the agreement shall not affect any of the rates which the railway 
administrations parties thereto are, from time to time, respectively authorized 
demand and receive from any person, and that eveiy person shall, notwithstand- 
ing the a^eement, be entitled to the use and benefit of the railways of any rail- 
way administrations parties to the agreement, on the same terms and conditions, 
and on payment of the same rates as he would be if the agreement had not been 
entered into.” 

The law calls for periodical reports from railway companies and establishes 
maximum loads for freight cars. Established rates must be posted where they 
are easily accessible to shippers, and in case of disputes over terminal charges the 
governor-general may direct the commissioners to make a decision. Discnmina- 
tions and preferences are prohibited under the law. The panting of passes is made 
unlawful. In addition, the law grants the necessary police powers, and includes 
other provisions relating to safety in traffic and the fixing of responsibility in 
case of accidents. 

New South Wales.— The railways of New South Wales, like those of other 
Australian States, are owned chiefly by the government, although private rail- 
w^s still exist, and charters for the same are from time to time granted in the 
different States. To illustrate the nature of the private charters granted there, 
the chief points of such a charter granted by the parliament of New South Wales 
in 1893 will here be outlined. 

In the first place, it may be noted that the title of the act itself contains as full 
a description of the proposed route as is found in most of the better charters 
granted in American States. A detailed description of the route is appended to 
the charter as a part of the act. This will be reproduced in Appendix I to this 
report, to which reference is here made. Quite in harmony with long-established 
custom in England and English colonies, the charter opens with a preamble, 
which is likewise reproduced in the appendix. The earlier sections of the charter 
authorized a certain person to construct three railway extensions. The gauge is 
made to conform with that of government railways; crossings, Kates, fences, and 
drains are provided for, and the general technical features or the undertaking 
brought into harmony with the plans upon which government railways are c )n- 
structed. In this, as in other matters, the railway commissioners have advisory 
powers. The charter establishes maximum rates for passengers and freights, and 
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further urovides that these maximum rates may, if necessary, be increcased with the 
approval of the railway commissioners. A large part of the charter is taken up 
with matters relating to the exercise of the right of eminent domain. The 
appointment of arbitrators is provided for, and these in turn appoint an umpire, 
who has final decision upon matters in which the arbitrators disagree. The man- 
ner in which the valuation of property shall be ascertained and apportionment of 
the costs of arbitration are described. On the whole, these provisions are essen- 
tially similar to those found in the better charters of American States. An 
important right is reserved to the State by giving railway commissoners ‘‘run- 
ning powers” over this private railway; provided, however, that the exercise of 
this privilege shall never seriously interfere with the ordinary traffic upon the 
railway nor deprive the public of the use of such railway. The incorporator is 
empowered to make the necessary rules and by-laws governing the times of the 
arrival and departure of trains, the loading or unloading of cars, preventing the 
smoking of tobacco and the commission of an^ other inconvenient and disagree- 
able thing connected with railway traffic, to issue proper tickets and prescribe 
rules for the use of the same— in short, the incorporator is given full power to 
manage the railway, subject to the approval of governmental authorities. 
Another right reserved by the State is that of purchase. At any time, on giving 
due notice, the incorporator may be required to sell his railway property to the 
government upon payment of a fair valuation of the same, including compensa- 
tion for compulsory sale not exceeding 10 per cent. In case of differences as to 
the value of the railway property, a metnod of arbitration is provided for in 
accordance with the public works act of 1888. All private railways are, as has 
been before indicated, subject to the railway commissioners. 

The railway commissioners are organized under the government railways and 
tramways act of 1888. This act opens with definitions covering such terms as 
“ commissioners,” “ govenior,” “ justices,” “ magistrates ” and “ minister,” “pre- 
scribed railway vessel,” and so on. As a whole, the act deals with the manage 
ment rather than with the constniction of railways, an attempt being inad(5 in 
the legislation of New South Wales to separate the latter from the fomer. The 
railway commission is composed of 3 persons appointed by the governor. The 
commissioners are empowered to appoint the necessary assistants. All govern- 
ment railways are placed absolutely into the hands of the commission. The own- 
ership of railways and tramways, piers and wharves, lands, telegraph posts and 
lines, and all other things constituting a part of the railway system are vested 
in fee simple in the commission. All railway property is exempted from taxation. 

There is nothing extraordinary in the duties assigned to the commissioners, 
these embracing all things necessary for the successful operation of the railway 
system. They are enjoined from giving preferences to persons, corporations, or 
industrial sections, and in no case can special rates be quoted to one person or 
interest which is not at the same time open to all others. ‘ ‘ The reasonaole facili- 
ties ” clause of the English act of 1854 is in substance inserted. The commission- 
ers have power to issue passes to members of the legislative council, the legislative 
assembly, officers of parliament, persons of distinction visitiim the colony or offi- 
cially engaged in some public duty, and to certain former officeholders enumer- 
ated in a schedule appended to the act, and including cabinet officers, justices, 
executives, presidents of councils, and si)eaker8 of assemblies. 

Wliile the commissioners are concerned primarily with the management of 
railways, they must be consulted with respect to the regulation and construction; 
and before the second reading in the legislative assembly of any bill authorizing 
the construction of new lines of railway the commissioners shall transmit to the 
minister a statement showing their estimate of the traffic on each proposed new 
line and any other returns lixely to be derived from such new line. This esti- 
mate of the commissioners must be placed before the assembly by the minister 
before the bill can be read a second time. Ample provision is made for disputes 
arising out of bills of lading and rates charged for freight traffic. Quarterly 
reports must be made by the commissioners to the minister and annual reports 
to the parliament. 

The telegraph lines of the State are under the control of the commissioners. 

All the Australian States have been remarkably free from railway accidents; 
nevertheless this commission has ample power to investigate such accidents as 
may occur and order whatever bnprovements may be possible and necessary to 
avoid their recurrence in the future. Thirty-two different subjects are enumer- 
ated in the law regarding which the commissioners may make rules and by-laws. 
It is unnecessary to enumerate these different topics; suffice it to say that they 
cover all phases of railway traffic and do not ffifcer from similar regulations on 
other roads. 
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One of the moat interesting features of the law Is the establishment of an elab- 
orate system of railway service. AU employees, excepting occasional super- 
numeraries, are obliged to pass a satisfactory examination under a board of 
examiners appointed by the governor. A record of all examinations and appoint- 
ments must oe kept and, in case the number of successful candidates in an exami- 
nation exceeds the number of vacancies to bo filled, the names of such successful 
candidates are placed upon the books and their apiiointments follow as vacancies 
may occur in the order of their relative ranks. Original appointments are made 
upon probation for a period of 6 months, after which such anointments may be 
made permanent on presentation of a certificate from the officer at the head of 
that branch of the service, stating that such probationer performed the duties of 
his position in an efficient and satisfactory manner. Promotions to the higher 
grades of the railway service are made on the basis of competitive examinations. 
Officers at the head of the different branches of the railway service have power, 
for good cause, to reduce employees in rank, and even to dismiss them from 
office; however, such employees have the right, under the law, to sue the com- 
missioners in any court for such dismissal, or for any other cause. The usual 
police provisions and punishments for fraudulent and other misdemeanors are 
contained in the law. 

Prance.— For nearly a quarter of a century the railway history of France has 
been the history of the “ conventions ” or contracts made between the Government 
and the 6 great railway companies. In no country has territory lieen parceled 
out so systematically, and no pretense is made of active competition between the 
different lines, for each controls (piite absolutely its own district. 

The earliest history of French railways is very similar to our own. Up to 1833 
charters were granted containing practically no restrictive features and no 
reserved rights of the State. In later years the State usually reserved the right of 
repurchase or caused a railway to revert to the State after a certain penod of 
time; these provisions are entirely wanting in the earliest French charters. Pas- 
senger traffic was not then (considered of importance, and charters contain no ref- 
erence to it. A very simple schedule of freight rates was used; and the entire 
project left in the hands of the company. 

In 1833 a turning point was reached, for in that year a law “ on expropriation 
for causes of public utility ” was enacted, after which a declaration or public 
utility, which has remainecl an essential preliminary step to this day, was neces- 
sary before a railway could bo chartered. Frederick List, whoso name is iden- 
tified with the early railway history of Gennany and of the United States, had 
elaborated a complete system of French railways, which, however, did not in 
those early yeai's appear to be within the resources of the State. He succeeded 
in interesting the Government, and it was perhaps in part as a result of his agi- 
tation that 500,000 francs were s(.‘t aside for the study of railways in France. In 
1835 a new set of conditions was inserted in French charters. Corporate life was 
limited to 99 years and the powers, duties, and privileges of the corporation care- 
fully (lescribed in from 40 to 50 different sections. The Government had evi- 
dently seen the necessity of departing from the earlier method of laisser faire. 
As early as 1835 a plan was proposed for the construction of certain main lines by 
the Government and the building of branch lines through private effort. Witn 
some modifications this was enacted into a law in 1843, under which railway com- 
panies provided the rolling stock, while the Government contributed heavily to 
the cost of construction. The crisis of 1847 compelled the State to assume the 
operation of several of these roads in order to prevent the complete cessation of 
traffic. As a result of this reaction, the Goveniment refused to give direct finan- 
cial aid; although in 1851 governmental authorities encouraged railway building 
with much vigor through the establishment of great railway corporations. The 
number of railway companies was never so great as in England and the United 
States— duo in part perhaps to the early reaction against the theory of free com- 
petition. In 1846 there were but 33 railway companies in existence; in 1856, 24; in 
1857 1 1 ; an(l in 1859, excepting 8 subordinate lines, only 6, constituting the great 
companies of to-day. The feverish activity which had prevailed in railway circles 
during the early Sties received a setback during the crisis of 1857, as a result of 
which railway building practically ceased for a time. The investigation of the 
railway crisis of 1857 led to the contracts of 1859 between the Government and the 
railways. The conventions of 1859 divided the railways of France into 2 groups, 
known as the old and the new networks, respectively; to the former, including 
the 6 great railways of the country, the Government guaranteed a certain noimal 
amount while to the latter it guaranteed a certain rate of interest. From 1859 
to 1876 numerous other agreements were made with a view of correcting the 
errors which had crept into the estimates of 1859. In 1876 Prance entered upon a 
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career of State railways. Freycinet, whose “ programme ” of 1878 became law 
the following year, was the champion of this system. His prowamme involved a 
careful elaboration of the present railway systems through the construction of 
new lines bjr the State. He estimated that 10 or 13 years would be sufficient to 
carrjr out his programme and practically to complete the “normal railways”— 
that is, standOTd-gauge main lines. In the attempt to carry out the programme, 
railway construction was prosecuted simultaneously in all parts of the country. 
There was a lack of concentration of eiffort and, as a result of the division of 
energy in so many different parts of the land, process in construction was checked 
whenever the treasury found itself in difficulties. It was soon found that the 
execution of Freycinet’s programme was impossible, and in 1883 the Government 
entered into the conventions or contracts under which the great railway systems 
of France do business to-day. 

Under the contracts of 1883 the railway companies bound themselves to com- 
plete the construction of the roads embraced in Freycinet’s programme, and to 
construct the so-called “ third network.” The former division into old and new 
network was abandoned. Eventually, companies might come into possession of 
other lines in case a declaration of public utility was issued. The Government 
reserved control of further extensions of the different systems. The chartered 
railways were henceforth to be constructed by the State, out the companies must 
advance 25,000 francs per kilometer and supply the rolling stock. The remainder 
of the capital necessary for construction was to be advanced by the companies to 
the State, but the State agreed to pay the interest and amortize the stock of the 
company in 74 years. In ease the earnings of the company are inadequate, and 
the State must pay out of the treasury sums of money to make up the guaranteed 
rate of interest, such sums with interest must be returned by the company out of 
future earnings. Indebtedness incurred under the contracts of 1859 on the part 
of the companies was to be liquidated under the new contracts by assuming that 
advances had been made to the respective companies by the State to the extent of 
their indebtedness under the earlier contracts. 

Reference to the sections on classification of foreign railways will recall the 
administrative division of French railways into three classes. General laws gov- 
erning the incorporation of railway companies for the construction of each of 
these classes have been enacted by the national legislature. These laws, while 
distinct from one another, are identical in their arrangement and very similar in 
their contents. The differences existing between the general laws governing 
railways of general interest of nonnal width, and railways of general interest 
with narrow tracks are only such secondary variations, which naturally result 
from the different degrees of importance represented by these 2 classes of roads. 
And in comparing the general law for the construction of local railways, the dif- 
ferences noticeable are still of minor significance, the latter law containing only 
69 sections, while the other 2 laws contain 70. In the case of local railways, 
Part rV of the law containing, among other things, a classification of freight and 
charges for transportation, rates must be supplied for every road chartered, while, 
in case of the other 2 classes of railways, these rates are prescribed in the laws 
themselves. In this connection the fact should also be recalled that in some of 
the early American charters the rates established involved 2 parts, one being 
assumed as a charge for “ toll,” or the privilege of using the road, and the other 
a charge for transportation, or a return for services actually pei formed. In all 
3 of the French laws this division of the aggregate price of transportation, into 
a charge for toll and a charge for transportation, is maintained. 

Under these general laws the minister of public works has supervisory power 
over the railways of the country. All projects for the construction of new lines 
must first receive his approval. The petition for a charter must be accompanied 
by a map and profile stating distances, grades, and curves, and, in addition, it 
must contain a memoir in wnich the necessity of the projected railway and its 
beneficial influence on social and economic life are established. The minister of 
public works has power to order the establishment of stations, freight houses 
and to supervise the construction of tracks. The law prescribes that all materia] 
used shall be of good quality, and certain minimum requirements, such as weight 
of rails, are indicated. The conditions under which the right of eminent domain 
can exercised are described, and all incorporators are wund to maintain the 
entire road in good condition. The Ghiveniment reserves the right to purchase 
the entire railway, and the manner in which the price is to be determined is pre- 
scribed in the law. The relation between railways and the post-office is pre- 
scribed, as well as the right of the Government to maintain telegraph lines on the 
the right of way. It general, it may be asserted that the 8 laws illustrate the 
French love of system. First, a systematic classification was established, and then 
a law enacted to govern the railways in each class. 
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With the exception of the Orleans system, a State railway controlling transpor- 
tation in that district, the railways of France are in the hands of 6 great com- 
pames. The few lesser companies are not of sufficient importance to be seriously 
considered in the study of French railways. A view of the railway map of France 
shows at a glance a clear-cut division of that country into sections, each abso- 
lutely controlled by some one railway administration . In no country has the theory 
of railway competition been so completely abandoned, under a system of private 
management, as in France. The railways of France are, in their nature, similar 
to the railways of every other country; but in that country it would seem strange, 
indeed, if someone were to arise at this time and advocate a regime of free and 
unrestricted competition among railways— a theory which was long ago aban- 
doned. 

Norway.— The first important Norwegian railway was constructed by an Eng- 
lish company, with the assistance of the State, under a charter of 1850. The 
experiences of the State with this company were not favorable, and a policy of 
State railways was early entered upon, and has been continued into our own times. 
The English company had power to appoint one-half of the board of directors, 
while the State appointed the other hair. In case of the so-called State railways 
of Norway, the administration is centered in the minister of public works and 
subordinate officials, the entire State system being divided into 6 circuits, each 
having its appropriate set of officers. The State railway companies are organiza- 
tions in which private and public interests are merged. The State, as a rule, 
furnished the necessary lands on which the company agreed to make a certain 
return; the additional capital was supplied by the State, and subordinate political 
units and by private companies, each contributing approximately one-half of the 
entire capital. 

The fundamental railway law of Norway is found in the acts of 1848, 1864, and 
the supplement of 181)8, the latter being very brief and not important. 

The law of 1848 sets out with the stipulation that private persons desiring to 
begin the construction of railways must submit a plan for the approval of the 
King, acting through the proper officials. Having been satisfied as to the useful- 
ness of the projected road, tlie probability of the satisfactory execution of the 
plan, together with the reasonalde certainty that it will be a success, a charter 
may be granted, authorizing the petitioners to obtain possession of the necessary 
lands and materials. Iron and other essential materials in railway construction 
are exempted from import duties. The time for which chartered rights may be 
granted is not to exceed 100 years. 

Section II of the act prescribes time limits during which the railway must be 
constnicted, and prescribes the manner in which rates shall be established, keep- 
ing in view the public interests involved in maintaining the lowest possible rates. 
WhUo rates are supposed to be fixed before the road is opened, in case it seems 
impossible to make equitable schedules of rates before the road is opened for traf- 
fic, this may be postponed until the road has been operated for a reasonable 
length of time. The company is bound to transport government property , mails, 
and munitions of war at all times in return for fair remuneration. The manner 
of constructing crossings is re^ilated, and other measures for the security of the 
public prescribed, including the usual inspection by order of the King before 
the railway is opened. The State reserves the right to purchase the railway and 
the manner of determining the purchase price is described. Succeeding sections 
deal with possible differences as to rea.sonablo rates which may arise between the 
railway corporation and the Goveniment, and a system of arbitration on rates is 
outlined. In this connection a law of 1830, regulating the fee system, is referred 
to. Other provisions of the law do not present any peculiarities worthy of spe- 
cial mention. 

The law of 1864 deals largely with the question of appropriation and police 
regulations. A limit is fixed within which only fireproof houses and sheds can be 
erected, and other considerations of safety, regulating excavations and the con- 
struction of accessory arrangements, introduced. Penalties are provided for per- 
sons who prejudice the safety of railway traffic or do injury to railway property. 
Employees who neglect to do their full duty or become intoxicated become liable 
to fines prescribed in the law. In all these matters final authority resides in the 

supplement of 1898 to the law of 1848 merely states that all railways or 
street railways for public use not operated under the direct management of the 
State can only be constructed and operated under a charter expressly granted for 
that purpose in accordance with the terms of the law of 1848. No subordinate 
political unit can grant a franchise which is valid without special recognition 
from the King. 
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The charter which was submitted as typical of Norwerian charters was granted 
in 1899. and in many respects it is quite similar to (marters granted in other 
countries. A number of commissioners are named and a certain amount of gov- 
ernment subsidy is specified, together with the contributions to be made by the 
districts through which the proposed road is to run. The charter is granted 
under the same general conditions under which previous charters have been 
granted, in accordance with the terms of the general laws just considered. The 
minister of public works must approve the construction of the road from time to 
time as progress is made. A map and profile must be submitted, not only to the 
department of public works but also to military authorities before the full fran- 
chise can be granted. The charter regulates the relation between this and other 
railways in regard to the common use of tracks, stations, crossings, etc. Mini- 
mum curves are fixed, the width of track, weighty of rail, and other matters 
relating to the physical requirements of construction, with the final power of 
decision in the department of public works. A careful estimate of costs must 
accompany the map and profiles, and the laws of 1848 and 1898 are expressly made 
a part of the charter. The incorporators are empowered to exercise the right of 
eminent domain, a detailed plan of all lands necessary having been previously 
approved by the King. Rails, locomotives, cars, coal, and other materials neces- 
sary for constmction may be imported free of duty. Railway property is exempt 
from taxation under the law of 1848 for a period of 80 years from the date of 
opening. The limits for l)eginning and completing construction are stated, and 
it is further specified that Norwegians shall do th(^ work. The incorporators and 
their franchises are sul)ject to the control of the State, acting through the proper 
railway officials, who may order minor changes. The department of public works 
may also approve safety appliances, the rules regulating speed of trains, and sim- 
ilar matters. The capital stock of the company can not be increased without the 
consent of the Government. A reserve fund is provided for and pensions for 
employees, and these, together with the working capital of the road, are governed 
by regulations issued by the King. No money can be borrowed by the company, 
the interest on which is to be paid out of the railway income, except with the 
consent of the Government. The Government has the right to appoint two com- 
missioners to assist in supervising construction, and one or two to examine 
accounts and to assist in controlling the operation and management of the road. 
The minister of public works represents the Government, to the extent of the 
amount of stock held by the same, at stockholders’ meetings. The King may 
order several roads to be operated as a single system, and all rates are ultimately 
determined by him; that is, the company .submits schedules and rules for royal 
approval. The rates for the transportation of troops and munitions of war we 
prescribe. The company is not entitled to damages resulting from war. The 
franchise can not lie sold or transferred without the consent of the King. Should 
the company fail to construct the road, the Government may itself complete the 
same or grant the franchise to others. Similarly , if the road is not aerated in a 
satisfactory manner, the Goveniment may assume the duty of managing it. The 
company depo-sits permanently in the Goveniment trea.sury $5,000 in cash or n^ 
tiable paper, whicn is forfeited in case of violation of charter privileges. The 
Government reserves the right to build telephone and telegraph lines along the 
right of way without compensation to the company. Forms for periodical reports 
are prescribed. The Stati* reserves the right to purchase the railway after 80 
years, and, if necessary, at any time lief ore the expiration of that period, on giv- 
ing 1 year’s notice. The purchase price is to be determined according to one of 
two methods prescribed in the charter. ' 

l^e company must acc^t all future laws which may bo enacted on the sub- 
j^t of railways, and the King has authority to construe the application of such 

Switicrland.— Two railway charters, granted in 1898, and submitted Iw the 
minister of raUways as typical for primary and secondary roads, resroctively, 
constitute a fitting introduction to the railway lerislation of Switzerland. 

The charter for the primary road was granted for a penod of 80 years. All the 
incorporators are required to be citizens of Switzerland. The entire line is to be 
completed within 2 years after the beginning of the work of construction ; but even 
after construction has been begun tne federal council may demand such modin- 
cations in the plans as conditions of safety and other contingences may make ne<> 
essary. The Cantonal Government preserves the right to cla,im all fossils and 
other objects of scientific and historical interest. (Tnis provision is similar to an 
analogous section in the charter of New Scmth Wales, in accordance with which 
minerals and oils discovered by the incorjiorators remain in the possesion of the 
State.) The charter makes it the duty or the railway officials to furnish the fed- 
eral officers with all the information and other means necessary for the execution 
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of their duties of supervision; and any railway official who is derelict in the 
perforiiiance of his duties and is not dismissed hy the manageuKmt may be per- 
emptorily discharged by the federal council. The number of ti ains p(;r day in 
each direction is specified, and the minimum rate (3f speed prescribtd. In addi- 
tion, the railway is subject to all the provisions of the regular Swiss railway reg- 
ulations. Passenger cars are to be constructed on the American plan, and all 
trains must cont ain a specified number of classes of coaches, unlcj^s expressly per- 
mitted to do otherwise by the federal council. On demand of the council pas- 
senger coaches may b(i attached to freight trains. Rates of fare aie fixed for 
each of the dilferent classes of passengers, being 20 per cent less in case of freight 
trsiins. Children under 3 years of age must be transportt-d free, and those from 
3 to 10 years old at lialf fare. Freight rates for the transportation of different 
classes of animals are fixed in the charter, and differences in rates are allowed in 
pise of carload and less than carload shipments. A (dasaification of freight is alf-o 
included with c,orresi)onding rates for the different classes. All rates are sub- 
ject to the approval of the federal (louncil 2 months before the railway is open 
for traffic. Tlie l ates may be lowered whenever more tlian 0 i)er cent net profits 
are realized. In case of disagrei'ment upon this point between the railway com- 
pany and th(3 finleral council, the national assembly sliall decide. On the other 
hand, whenever rates are not high enough to provide adequately for the expense 
of operation, they may be raised with the consent of the federal council. The 
railway company is riHiuirial to maintain a reserve fund and a benefit fund for its 
employees. In accordance with the provisions of the federal law, all railway 
employe('s are reiiuired to carry insurance. In common with provisions of the 
general law of 1872, this charter reserves to the State the right of repurchase at 
any lime afti'i* the expiration of 30 years of tlu' life of the charter on 3 years’ 
notic.e, and on every 1st of May thm-eafter. The com])any is to hand over the 
pi’fjperty in first-class condition, and all rights of employees, with respect to the 
bi'uefit fund and insurance, are giiaTanteed in case of a transfer of the property 
of the road to the S1at('. Should the railway property be in imperfect conail ion 
and the reserve fund not sufficient to enabh' the State t(^ repair such defec.tivi^ per- . 
tions, a Slim of money shall lx; deducted from the pimdiase price equal to such 
detieieiiey in the reserve fund. The purchasi; price is determined under the char- 
ter as follows: In case the railway is purchased before the year 11)35, the price 
paid shall Ix' 25 times the average of the net profits of the 10 years pri'ceding the 
giving of notice of siu:h contemplated purchase to the company; if the repurchase 
is made between 1935 and 195(1. tln3 price shall eipial 22i times the average net 
profits of the last preceding 10 years: and if th(3 repurchase is made in 1950, 20 times 
sucli average net profits. The net profits are defined as that sum that remains after 
all expenses, including contributions to the reserve and amortization funds, have 
been met. In case tl le State does not purcliase the road until the expiration of the 
charter period of 80 yt'ars, the company may take its choice between a refund of 
the original cost of construction or a price tixed by the federal court, which tri- 
bunal shall also deidde all other (piestions with respect t o redemption. In case the 
Canton in which tlu' proposed railway is to bi' constructed has already purchased 
the railway, the ^'deration nevertheless has th(‘ right of repurchase along with 
all other rights and privileges which may have beim conferred upon the cantonal 


authorities. . , ^ ^ , 

Till' cliarter granted to the railway company organized to construct and operate 
the secondary road, using electricity as motive power, is essentially like the charter 
wliiidi has just liecii described, only differing in certain details. The corporate 
life of this company is limited to 80 years, and the approval of the federal coun- 
cil is neci'ssary for the construction <>f the line. The width of the track is pre- 
scribed and the p(!riod during which construction is to be completed is likewise 
indicated. The federal council may establish the speed of trains and apjirove 
the tviie of cars to ]x> used. The imiiimuin number of trains in each direction is 
fixed' and rates ari! indicated, though without reference to different classes of 
i)assen'''ers A.s to freight and tlu‘ transportation of animals, the same classifica- 
tion is adopted, although the rates are somewhat higher. The State reserves sim- 
ilar rights of repurchase, but the price is fixed at 22i times of the net profits from 
1935 to the expiration of the charter. . , ^ 

The discussion of general railway legislation in Switzerland will be confined to 
a few of the'^more important landmarks, beginning with the constitutional provi- 
sionsof 1838 Uudorthis constitution the federation reserved the power to under- 
take niiblic works in its own interests or of a large part of the country at public 
eVnse For this purpose it was empowered to exercise the right of expropria- 
tmn, and liad power to prohibit the erection of any public works which might 
prejudice military interests. 

IOa f>l 
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From that day to the present time, Switzerland has had its series of laws cul- 
minatini? in the important repnrehase act of 1898, under which the present scheme 
of nationalization of railways is hcinj' carried out. The idea of State railways 
had its beginning in the law of I8r)3, according to which the federation reserved 
the right to pennit either cantonal governments or private companies to construct 
railways. The culmination of this idea found its expression in article 1 of the 
law of 1897: 

“ The f (.'deration may pundiaso and operate on its own account, under the name 
of ‘ Federal Swiss Railways,’ all those Swiss railways which, because of their eco- 
nomic, or military significance', serve the interijsts of the Eidgenossenschaft or of 
the major jiart of the same, wlnni these can be acipured without making dispropor- 
tionate sacrifices.” 

Thus the laws of ISoS and 1897 (‘onstitnte tin* “ boundary posts” between pulilic 
and piivate railw:iy ent('i prire in Switzi'rland. Under the former law, construc- 
tion by the State wa.s considered chh'fly as a possibility, while under the latter it 
is regarded as an immediate probability. Furthermore, the law of 1897 places 
the entire railway system in the hands of flu* federation, while that of 1852 hd't it 
between the cantons and iirivate companies. 

The lu^xt important law is that of 1872, which brought order and system into 
Swiss railway legislation. Bebm' that time much confusion, incoherenct', and 
uncertainty had exist(‘d in railway statutes, all of which was done away with by 
the systematizing and unifying intiucin(' of the new law. Besides, the law of 1872 
is in nniny of its essential b'aturi's .still opi'ial n ('through thfur incorporation in 
later acts. This law plact'd a lime limit ui'uu c(>rj»orate life grantc'd in cliartm’s, 
and restricted ti amfen'ui e «U‘ chart('r itvivileges to direct asst'iit of b'deral author- 
ities. Time limits, dm ing whieliconstruetiou could b(3 completed, W('r(' also fix('d, 
and piovisions having in view sound financial organization intvoduced. The 
rTOvermuent r(‘ser\e(l the light to ordt'i- the estahli.shiueul of stations, double 
tracks, and otluT faciliti('s. Railways were oblig('d to submit, on c<u)iplc(i(m of 
a line, a (hdailed and aeeurat-' a('count of tlu' ('Xpense of cimsti'iiction to tlie 
Biindesrath. Mail wt'i'f'lo be transported fi e( ,an(Ithe(<overmuent had the privi- 
lege of using the 1(3, :ds during times of wui. The manner of establishing railway 
rates was iii'('S(‘]ib('d.and system and unity W('ie mtroduc< d into tlu'elas.dticatiou 
of rates, as W('ll as into the ])hysi<‘a) organization of the railway system. 

Another iiu[iortant step toward umtmiiiily v.is aecom])li.sli( (1 in tlu' emietna'iit 
of a ’• nonnal coiua'ssioii I'ill.” Astla'iiaineindic ates,tlusla^\ tuniisheda noiiual 
charter, the ])rovisions of uhi( h. it was ajstimcd. would Is' imairporated in every 
railway chartt'r to Ix' grant((l in tlie future, only iiiduidual and loeal \aiialioii.s 
r(‘(juiring modified foriiis. Tlu' railway e(,nij)aiiies liad bei u I’ehietanl to demand 
the right of the State to h'gislat*' in aii\ iiuumej- lutei t(‘riiig ^\l^h v hat they eon- 
.sidered their charter pnvih'ges. Both the l.tw oJ 1S72 and tlie normal charter law 
as.serl the right of tln’legislatnn' to (iiacl geiiei.il laws which sup( rs'detlai special 
chaiders in so far as theie is a eontliet l>et\\e«'n them. Tlu^ chart ('is granted dur- 
ing the yc'urs following this It'gislatioii eoiitain re])ureha-e ])iovisions. What 
th('s<* wer(' is not eHs(mtial, since the l:iw of ls<>s contaiiis what is a]>]»licabl<' to 
this subject. In l8K*»audin I sue, s, j-caUrd account ing laws wen jia-ssed. Tlie.si' 
wer(‘ a m'cessary pn'Iiminary to the later .('purchase act, in that tlu'y brought 
about gi-eat(U‘ uniformity in system- of railway aeeouiiting. iiud. in addition, pro- 
vided the data up(,n which cah ulations of the rcpurchasi' piice could be made. 
It luvH also been nssi'i't I'd that the motlmds of accounting ]'rescril)cd umh'r thcs(' 
laws ri'sulted in Ios\( r Aalualion.-. Ix-ing placed upon railway ])rop('rty and a con- 
sequent saving in repurchaM! on the part of tlu! (ioveiinuent Tuider thi' federal 
law of 1897, appr(3Ved by a lu'avy luajoi ity of th(' refciu'ndnm in th«3 federa- 
ation is einixnvered to rei>ui(}ia'^(' all 11 m' S wiss raihva\.s in aceord;ui(‘(' with the 
repnndiase iirovisionsof iheir respectiv* eharlei.sand tliegem ujl law. Thelunds 
TK.'cessary for such n purebase are to be raisid by the issuance of bonds, Tht' 
entire in(k'bt(3dne.ssistobe canceled wit liin (W)years liy iimunsot a well-('laborated 
plan of amoitization ]»rescnbed in tin,' law. Utlier plans may Ix' adopted in ca.H' 
of mutual agreement Ix'tween tin* eomjainies and the (lovernmeut. Tlie ullimati' 
measure of success of the Swiss .scheme of nationalization can only bo awaited 
with interest. It i.s at present altogether too early toiironouiua' judgment ujion it. 

In tin; management of their railw'ays the Swiss ha,ve adopt(*(i a system similar 
to that which will be d(‘8crilx3d in casi* of Piai.s.da. Tlu* railway side of the 
adminidration rests in the liaiulsof a general directory of from 5 to 7 members 
and 5 circuit directories, the latter being subordiriatc to llu! former. These t\yo 
classes of a(iiiiiniHtratjv(^ organs may lie considenjd as the h'gallyresponsibhi rail- 
way authorities. Running parallel with tln'se are two other clasHOs of auih()ri' 
ties, advisory and deliberative in their nature. These are tlie administrative 
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council and the circuit railway council. In the organization of those hodies the 
representation of political, economic, and social interests is made the chief aim. 

Austria. —In order to illustrate the most important features of Austrian rail- 
way legislation, the chief provisions of a charter granted in 18(58 to the A ustrian 
Northwestern Railway will here be presented. 

The minister of trade is the authority upon whom the final apj)roval of the plan 
devolves, and no clianges and modifications can be made without tlie consent of 
the authorities of the State. The franchise is granted for a period of DO years, 
during which time the company is protected against the construction of competi- 
tive lines. The State may purchase the road at any time after 30 years of corpo- 
rate life; and in case State purchase does not take place before the expiration of 
the charter the railway shall revert to the State without compensation to the com- 
pany at the exi)iration of the charter limit. The incorporators are also bound by 
all the provisions of the general laws of 1851 and 18.54. The time limits, during 
which construction shall be begun and comxdeted, are established for different 
sections of the road and not for the road as a whole, as is common in the United 
States. The company must permit connections to lie made with other railways 
at any time, and the incorj)orators must furnish bond in cash or negotiable securi- 
ties for tli(! faithful exeeiition of all the x)rovisions of the charter, Telegraiih lines 
may be constructed by the Goverumeut on the right of way without si)eeial com- 
pensation to the company, and mails, together with necessary employi>es. must 
t)e carried free np to a certain limit, beyond which the stipnlat('d amount of pay 
may be exact('d l)y the company. Maximum rates aiui fixed in tlio charter for 
both passengers and goods on tlie zone system, which was elaborated and gener- 
ally adoxded in both Austria and Hungary in i8DD. Special rates must be pub- 
lished as well as the regular rates, and the State authorities have ])Ower to j’imIuco 
rat(!S whenev(U’ net profits exceed a certain anuainr. Rates ;ire also fixed for the 
trail siiortatioii of troops and mnniiions of war. In case of famine and want, 
sxieeial rates known !is famine rates" maybe establislu'd. The charter limits 
the, indebtedness of the road and makes iirovisions for the amortization of the 
same. 

Charters graiitc'd in 1865 and 1870 are essentially lik(‘ the one just desiu'ibed, 
only that in one instanee dir('et nd'erence is made to the Northwestern charter, 
and the document containing this reference is ahbreviai.ed in a manner vi*ry simi- 
lar to that in which New York charters w(U-e abhuiviated by reference to the 
Attica and Buffalo charter. One of the (uimpanies is spe<‘ially bound to build 
wiiatever brauelies maybe iiceessavy for tbedeveloxuiientof the territory in which 
the road lies. In another charter, according to the terms of wliicli the State may 
become a stockhold(!r, representation of the State in the management of the road 
is providt'd for. 

These c,liarters contain no reference' to pooling, although, as is well known, 
pooling is l(*gally pe'rmittt'd in Austria. All roads eiiti'iiiig into a pool must be 
duly repveseiiteel in the eommission which draws up the pooling arrangements, 
and all such arrangements are subject to supervision by State authorities. 
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Early development.— More attention is ^dven to Prussia tlian to any other for- 
eiij^n state }je{‘aus(' of tlie significance wliicli the system of state rail ways in Prussia 
has attained in the railway history of the world. Prussia has developed a system 
whicli is peculiaily her own, and which, in many respects, is tlie most perfect of 
its kind. In the earlier hist»)ry of Pi-ns.sian railways one can find tendencies 
similar to thosi- which are discernible in the historiiail developmenl of railways 
in every other country; but the manner in whiidi Prussian h'gislation met various 
contingencies affords instrmdive lessons to thos<‘ countries in which legislative 
bodies pursued a different course. Prussia was not the first (lerman country to 
'•begin tin' construction of railways. One very important ro,nl was built in Sax- 
ony befor(“ the first great Pru.ssian railway was built; and a short load liNnn 
Nuremlx'i'g to Purth was the first modern railway iu ihe present Oerman 
Empire. Tlie latter will be briidly considered, because in its ])roje(dioii things 
were done whieh are (piiti' typical of procedure in comiection with t'-iily (b i man 
railway projects. F<ir purposes of eomparutn’e study a piestmtation of tlu' ])res- 
eiit h'gal and administrative organization of Prussian raihvays would i»crhiips lie 
suffieieid; but in its local lustory there' are so many instruetiNe lessons that oik' 
can not afford to pa.ss over Prussian railway devc'lo]imeut from its liegiuning (o 
the period of radical reorganization in 18iU, upon tin' basis of Avhich the present 
system rests. 

The Nuremberg-Fiirth Railway.— The history of tlu' Nureiuberg-Furth Uail- 
Avay dates hack to lSi4, when a promiin'iit Bavarian engineer hec, an to interest 
hiuLself actwely in railway projects. Not until however, when John Seliar- 
rer. a wealthy citizen of Nuremberg, revived tlie iirojc'ct, was work begun in 
eaimest which led to the completion of the ro.id in the imiiiediab* future. The 
men who were associated with Scharrer Av»*n' practical Im.siness men. and the 
manner in which tlu'y entered ufion the no\el nndi'rtaking til a railway shows 
that their entt'rprise re.sted upon business principles. By actual count they dett'r- 
mined the number of people that travi'led iK'twec'ii the two cities. The result 
show’ed a daily average of t.bSd persons on foot, 494 in carriages, and 108 vehicles 
of various kinds. From this ilaily average, they ('stimated the animal movement 
of persons between Nuremberg and its .suburb, Fiirth, at (512,470 iiersoiis, and 
39,420 pleasure trips. On the basis of this count a detailed plan and estimate 
were elaborated, fixing the ca])ital stock of the proposed company at 132,000 
gulden, on which an annual retuni of at least 12 per cent was estimated. Tlu' 
stock was sold on May 14, 1833. The largest part of it remahu'd in the two cities 
between which the railway was to be built, and the (lovernment became a share- 
holder to the extent of 200 gulden. Following this the sharehohh'is secured a 
royal chartcT and a confirmation of their statutes, by which the company secured 
the exclusive ^irivilego of building and operating a railway betwt.'on ihe two 
cities for a i>enod of 30 years. The orj'anization of the comi)any has remained 
intact tip to the present time, and the financial history of the road has heiui one 
of the most prosperous in Ueriiuiny. This is one of the few early roads wliich 
was built with especial reference to passenger traffic. Not until 1830 wa« freight 
carried in any (luautity. On the tlth of July of that year the first cargo of 
freight was shipped from Nuremberg to the “ Wirth zur Eisenbacheii " at Fiirtli; 
and, (piite in keeping with Bavarian custom, the cargo consisted of “ 2 Filsschen 
Bier von Lederer.” 


> In aa<liUijn lo oflicial dwuraentH, the writer wiHhe.s to aeknbwledKe his itKleblednewi to the leRal 
worlm of Glfini, KKor, and Schroetter; to the historical c,s.sa.v,sof List, von Mayer, and von Fleck; to the 
financial coiiifalatlons of Iloepcr, to the economic publications of vuii der Leyen; and to various 
essays in the Archiv fur Elsenhahuwesen. 
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The Leipzig-Dresden Railway.— Although not located in Prussia, this railway 
is ineiitioiiod becanse it is the first great road that was ever built in Germany, 
and can, iii a sense at least, l)e considered the teclmical foundation of great sys- 
tems of railways in the German Empire. Hoads projected before this time were 
more isolated and ehielly local. The Leipzig-Dresden road constitutes the corner 
stone of the industrial mechanism of modern Germany. All of the stock was 
sold in 1835, exactly 2 years after the stock of the Nuremberg-Fhrth Railway had 
bec'u sold. A great wave of enthusiasm followed this event wiiich led to the 
proj(^ction of 0 dilferent roads. An exproindation law for the benefit of this (com- 
pany was ('luKded in 1835, and construction was begun the following year, and a 
part of the line oiiened on April 24, 1837. The entire line was not oi)ened for 
trahic until April 7, 183t). 

A ministerial report.— Tlie fittitude of the Prussian Government at tht' open- 
ing f)f tlu^ railway era is clearly indicated in the report of Ht'rr Rother, the chief 
of the de])artmeni of trade, mannfacture, and Imilding, on “tlie development of 
higliways ;ind tin' Imilding of cliaiisse<‘s." It is dated August IH, 1835, and 
addr('ss('d t() Jsiing Frederick William III: 

KiiiIi'oikIh as avtamt's of tnoic. with sioam ivroiai'.Moii, have to ivitliiii vory r(*mit times, and with 
f('\\ ('\( I'lilaais, t)oon loiind only in Uu> K'w Slates of North Aimaica and* in (treat Jtntain Tlie 
r<‘]ioils lecfivcil nhont divnh'nds ))aid hy these mails, in solar aMthe\ aie undet takings ol stock eoiii- 
l»ani( s, a|>i"'ar to bt' unieliahle and Ingl'ih < olored in IIk' interests oj stoek .spet nlation. 

IhuT Rother then rt'fers to the difl’eieiice in tlu' conditions under which toads 
must 1 h‘ Imilt in ihe sev(>val countrie's. H«' (pioles the case of the first Austrian 
road from Liu/, to Bndw<‘iss and of llu‘ French rotid from Lyon to St. Etienne 
as having ynhled hut a small ri'tuiu, (3'he former 2;'; p(‘r (;euiand the latRr even 
le.ss.) And tlK' railway built by th(' Governumut of Belgium from Brussels to 
Meeluhi ( 2 ; (h'riaan mih's), hi' says, can not be taken as typical for other states, 
or evtm for Bi'h’imu. Vie says th(' Gmtiueiit can not yet show a railway which 
has bi'cji sue(*essfnl aiid which has sativslied a rt'al want (Serving as an aviume 
of trade— '' Ha ndelsstrasse.”) AnotlHir olijectiiai he rai.si's is tliat there is no 
ex])en(!nce on the t(‘chnieal side to fall hack upon. He evtm doubts wliether he 
could answer in tlie affirmative the (pm.stion whether or not the German means of 
coiiimunication, such as they were, nei'ded any improvement. He points out that 
the tolls on nuaad.ims have liemi reduced .somnehthat land trans])oi‘tation comes 
into ac,tiv(' competition with that 011 water. He fears that many dtuiiands will be 
made on Bie stale in eonseipience of industrial changes (“ Vm’schiebnngen'’) 
ri'snlliiig j'lom ilu' Imilding of railways. Additional objiictions enumerated in 
the rejiort aiiv that tli(‘ small towns will gain hut little, if at all, on hid ug con- 
nee bal will) a railway: that the expiuise of keeping the ch an ssees in repair mil 
remain tlu' same, whiV* the reci'ipts Irom tolls will decn'uso: that tlie use of the 
railway (i. (s the track) can not lie cxtcuided to ordinary wagons; that tlie cars 
(“Eiseiihahnwagoii"- railway wagon) cannot housi'd oiichanssces ami oi’dinavy 
roads; that it apiiears difficult to make a railway pay, and tliat, linally, there is 
no occasion lor the state' to grant \aUial)l(' charters or to give financial aid to such 
midcirtakings. 

Rotlu'r's iH'port may he taken as a. true retlcclion of puhlh; o])inion up to May 
11, 1835. Tlu' report is dated Aiigusl Hi, 1835, and is Unis a little hi'liind time, on 
whiel) day tlu' stoeik of the Lcdp/ig-Drc'sdeii road was sold, and a liigli wave of 
rail\/ay enthusiasm sent over the eoiiutry. 

The Magdeburg-Leipzig Railway.— The importance' of Ibis railway lies in 
the' fact tliat, the cliartcr, under which it was constmeted, was made the founda- 
tion of the Prussian railway law of November 3, 1838, ivhich has continued in 
force* until to-day, and which in all its esseuitials cunstitntes the present railway 
law ( if Prussia. It may he said that the Magde'lmrg-Leipzig Railway accomplished 
in the' province of railway legishition what the Leipzig-Drt'sden Railway effected 
ti iward systematization in railway construction. In the reply of the Government 
to the committee of Magdeburg merchants who sought a charter as early as May 
22, 1835, there can he det( 3 cted the ceuitral thought of all future Prussian railway 
legislation: that it is the duty of the state to take such a position in relation to 
railways that it may at any time in the future interfere in behalf of public inter- 
t'sts. The royal order, confirming the statutes of the Magdeburg-Leipzig Com- 
pany and granting the charter privileges, is epoch-making. After extending to 
the corporation the privileges usually accorded to legal bodies of this kind, the 
orde'r expressly limits the reserve fund provided for in the charter to 2 per cent of 
the total original cost. It further expressly states, and makes it a condition of 
tlie acceptance of the privileges granted to the company, that the same shall, at 
any time in the future, ho bound by all laws, rescripts, and orders issued in rela- 
tion to railways. The royal order discussed the relation of railways to the state 
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jiiul t<^ the public; aud because of the quasi-public nature of the undertaking, 
which was thus early recognized by the German Government, all rights necessary 
for a proper ordering of the relations between the railways and the public, were 
reserved to the state. 

Periods of Prussian Railway development.-- A general notion of the histor- 
ical develoi)meiit of Prussian railways may be obtained from a presentation of the 
periods into which the same may be divided. At the outset, a word of comment 
may be inserted on the .somewhat popular impression that in European countries 
tlie ( arliest railways were built largely, if not entindy, by public fuTids, and that 
in the United States they were built by private capital. The exiud. oimosite is 
tnu'. Tt is ;i well-kmnvn fact that nearly all our early railways r(‘ceived impor- 
t<int aid from towns, counties, villages, and cities through wliicli they ])assed. 
On tlu' other hand, the earliest English and most continental rojids were obliged 
to pay heavily for the right of way. Tlu' same was true in Prussia. Before the 
year ISt:} only private railw;iy.s existed in that stat(‘. Prom 181:1 to 1847, inclu- 
sive, th(‘ state aided in the construction of railways by guaranteeing a minimum 
rate of interi'st on the capital stock or by investing in .shares of the company. 
The period of the founding of state railways is marked off by tlu' yt'ars 1848 and 
1863; and is followed by an era of .speculation from 1863 to 1877, during which 
numerous privale roads W('r(' proje(ffed. From 1878 to the pvesc'iit time the state 
railway sy.stem has steadily grown in extent and imi)ortanc(‘, and, in g('neral, it 
may be said tiiat the dominating administrative influence from that day to the 
present time has r(‘, sided in the head of the departuK'ut of ])ublic woiks. 

Constitutional basis of Prussian railway legislation.— The following are lh(‘ 
provisions in the imperial constitution of April 16, 1871, upon which tlu' railway 
le.gislation of Prus.sia rests; 

Art. IV s. The lunpin' ros(Tv<'s ih<' ru’lu <>l coniroi ;in<1 of logisljition on the suhjcct of inilwii.w, 

hii'hwayv. ole 

.\.RT. VlII 'i Tho l{iin(U-''rnth is cons(itii(o<l a }K'nnaiK'iit coinmitttH' on niil\\a\‘<, post, lual lolt'- 
err.iphs 

\i’. r. XLI Uailua\ ■ vhich may ho dooniod nooossnry for iho doionso of (loiin.anv or for iho intor- 
esls of tho Roiioial ttallio, ina\. hy \irUioof a K-piI oiiactinoiit of tlio riuon, o\oii in opixHidon to 
inonihorsol fhi- I mon w Iiom* toriiti>ry non 1 h'<tosm'(I f)\ sndi toads, witliont iinpairiiiK tlicir riRlit 
ot f-ovoru^nf.' . ho huili l)Vtho liinptro or h\ |H'i\ato imdoitakoiN to whom tlio Kinjaro may liivvo 
granted a oonoossioii and tho iiKht of oxpropimtion 

K\or\ OMstiii^^ railwa’. is Ixauid to ixtiiiH a junction w ith tin' nowh hiiiit rna<lsa( tin' expense of 
the latter 

Those legal I'rovisions V. Inch ^'rant tooxistimr railways tho right locontrol the Imilduigof parallel 
or <-ompetili\<> hni's.ire uithnnt impainmr m <iiiired iiglit-. heiot)y lepealetl foi tlie taitire Kmpire. 
And .snoh a rii,du ( Widerspniclisrecht ) ^hHll t>e incorporated in any concessions w liidi umj tic irmiitcd 
in th(' fntuic 

Anr. XLIl Tho Federal (io\(>rn neni hindsiisclf to cause (he (Jernnm railwn\s to ho manaped in 
tho nitcrost.s of the goinaal iniHio as a uniform network, and, loi tins purpose, to cause now rondM to 
be hill It and (‘(juippcd iciordinp to unilonn noriii'i 

Art XI.lIl In accordaiui' with the ahoxe. uniform ropulanons for Iho operation of roads, esju'- 
eiallv uniiorin lailwax jiolieo repnlall<ins, .shall la' intiodiieed witli all praeln ahle disjiateli The 
federal K<'vern'iienl sli.iil take earo that the railway inanapemeiK. at all times, prosei‘\es the mads in 
alieh H .state ot repniratid provides (hem with such an aiiKaiiit of rolling spx'k as ihi' inlerosis of 
safety and the piihlie trallie may demand 

Arp. XLIV In eoiisideratiotrof tlie customary oompeU'-ation, the rail\va> manapeinonl.s .shall he 
Ixmiid to provide for the prepnratiou of mutuallj supplemoutnry time tahle.s for iia-sseuper trains with 
the re<iUi.sit(; sjietd, lilo'.vi.se to iniroouee freight trams .sutln'ient lor the n qiiireinetits of tho tratVie, 
and toprov ido for the diroet transfer of passonpors and poods from one road to imotlu'r 

Art. XI.V TheFedornl (ioveinmeni lesorvestlu' ripht to eontml the tanlTs The same .shall strive 
toetfeet, (!) the mtrmlnetion ot a uniform .s.vstmn oi repdeim ills for iIk' operation i.t all (lernmn rail- 
wavs, (2) thi' iiniricalion and rtslnedon of rates, espeeiallv in llic lonp-ilisnuiee liniilsof coal, coke, 
wood, ou" , Slone, Milt, pip iron, fertilizers, and sinnlar arm les nppijinp the wnntsof iipneullure 
and indiisfrv tXote —The eonsudition further provides for (he triiiis]ior(ation of lliese articles, as 
SfHiii a.s feasible, at a l-peimy rate, except m Wnrttomherp, which, hy a treaty of Nov einher 'jr), ISTO 
(Iterlin), with the North tiermun rnion, Thuleti and Hessen is e.Ypmpled froin the l-ju'iiny rate for 
all tin' ennineiiiteil articles (Art 111, see of thelrealy) This exception was neeessarv heeansc' of 
the dilTerent conditions under whii'h transportation vvasearried on in VVnrItemherp.) 

Art. XLVl Intime.S(>f di.stress. especial h vvlthHiiexeeptionnl rise in Du; prieeof tlu' neee.s,snri('H 
ol life, the railvvavH shall he Inmnd to intrfiduee, lemiiorarily. for the trans}>oiTation of (espeeiallv) 
grain, flour, lepniniiious pr(Mlnet.s tnulsenfruehte), and potatoes, reduced tales, to he lixed hy tlu' 
Fmperoroii recommendation of the cfimmittee of theHmidesrnth; provided tlialsueli tariff shall not 
he reduced below the ]owe.st rate in force on the respeellvt' roads for the Iransportation of raw 
material, 

rtie hIiovc, as well as the provisions contained in articles 42 to ■l.'i, shall not he liindinp on Jiavaria. 
However, the Federal Government re.serves Du' right to exact of Bavaria, hj means of lepislnlivo 
emietment, nnifonn norms for the eonstnietlon and etiuipnientof such rtiads as art' imjiortant In the 
defense of the Kmpire (This piovision prat'tieaUy ivis'ats seetitm H of Arlieh' IV.) 

Art. XLVII, The several railway nifttiapements snail he ohllpeti to meet uneonditiomill> tho 
demands of the Federal anthoritle.s for the use tif the railways for tht' dt;fetise of Germany. 'Ks|>e- 
eially are IrtMijis and all Hceoutreinents of war to lie transported at uniformly reduced rates. 

It i« almo.st iiuneccs.sary to add that all tlic.so proviniou.M liuvc bt*cn suppleinentcd 
by rc.scripts, orders, aud statutes. All the rights of the Federal Government over 
railways may be enumerated under 5 heads: 

1. The right to legislate. 
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2. The ripjht to ^^rant charters. 

The ri^lit to control tariffs. 

4. The rij^ht to supervise the building, operation, and uduiixiistration of the 
roads. 

5. The right to employ the roads for the mitional defense. 

All these rights in turn may bo looked upon as the logical seciuence of wliat is 
technically termed tlie (u) culture and wellfare aim (Kultur-nnd Wohlfahrt- 
Hzw(K*k) and {h) right and might aim (Rccht-und Machtzweck) of tln^ State. 

The legal basis of private railways.— A private railway is any railway not 
owned and operated l)y the Prussian Slate. Thus, railways built and operated in 
Prussia by a niuni(d])ality, circuit, province, or another State are private railways 
ill the eyes of the law as well as those owned and operated by a single individual 
or by a c,orporation. A railway may be in pi ivatc possession but opeiated by the 
Static This was one of the stages in the transition from private to State railways. 
The law do('s iiotapidya technical teim to these mixed roads. In addition to 
private, niixial, and Static railways tlii' law recognizes federal railways. Those 
in Alsa(!e-Lorraine and e. military road from Berlin to shooting grounds nt'ar hy 
are the only railw.iys of ibis kind. 

Tlte co'ii.stUiitiolHtIJHiliiH of (‘liarfcra . — By article 41 of (he federnl constitution 
th<!F(Mleral(lovernmeui(5oiicnrreiit with the several States has the right to build 
and oi)erat(' i ailways. Tiie J'^ederal rTovernmeiit. wthin limitations already indi- 
e.ated. has left this right to the States. The right to build railways is an attri- 
bute ( )f sovoi'('ign1 y. lii e:i.s(' of S( ate rail ways the (question is not one of right but 
only of undertaking, while m ease of privah' roads it is a (pieriion of right or 
higal pi'ivih'ge and of nndtn-takiiiu-. This legal privil(‘ge is the charter. State 
railways ivsniire no ehartiTs, forihe undertaker is the; source of piivileges granted 
in a (barter to private piM'sons. According to section 1 of the hiw of 183H a char- 
t('r is r(Hinij'(‘d for tlu' building and operation of a railway by a physijnal or legal 
p('rson (stock conii)nny.fominuiie, province, ciiciiit) or another State in the Prus- 
sian S(at('. A cin.Vter is also l•e(lU]red when the right to operaU' a road without 
ac(iuiriiji'; tiu' rigliis and privih'ges vest('d in tin' first and when a private road is 
to S('r\ 0 public iut('r(‘sts (‘X(dusiv(dy. Tlu* aiju of the law is to define a responsi- 
bl(' person in nil c.ases. 

Fa'0)i()ihiv <tti(l imliUcdl jormiftrs.- Tlieuiuh'vtaking must serve public interests. 
It must ])(' p('rmissil)l(‘ from a military iioinb of view. It must la* useful and bene- 
hcial to tie* publu* nl large, althougli it may stand in opposition to private and 
sectional int(‘r( sts. Tlie’ law n'lpiiu's the undertaker to furnish objective proof 
of the inofiiluess <*f tlu* \»io])os('d (‘ulerpriM* lieforo an application can receive the 
at ti'iition ('f the autlioiitn'iu Such ju-oof consists of reliable statements of tlie 
present ir;u'li(* and passemu'r fre(|uence, an explanation— tethnical and econom- 
ical- -of th<' choice this ])a.rticiilar route, giades and curves, estimates of 
cost, ('tc,. 

Tlu* ent(*rj)ris(' must not fru,'.trat(' or main* more difficult oilier and more useful 
]»roj(^cts. This priiiciph* would b(' Mohded. fur instance, were a charter to be 
granted fora narrow-gauge* or m condary road wlmre the Imildiiig of a primary 
rojid would !)(' hotter. 

Tin* nmh'rtaker mus^' offer objectivt* proof of his ability to nmet all tlie recpiire- 
iiKUits oi' tlu* chavte'i' whi(di he s(‘('ks. This involves not only sufficient capital to 
build and eepni) tlu* road, Imt also tin* ability to operate it successfully. Bonds 
an* nsuallv roejnm'd as sci'ui’ity. 

Thv pro'iMml vdlhiutij m}tst be ieehnieuUu pntcdeahle.— AW these provisions are 
contaiiK'd in a cahinef (ivder of March 11. 1S:U), and, witli the law wliich followed on 
Novi'inlx'r :i of tin* sann* ye'.tr. is still in force. 

Ibrliviioarij eitio'ihh nilion!^.- Wy s(*ction 1 of tlie law of all applications for 
charters must be direclc'd to the niinisiev of public works. The application must 
state tlu* dir(*ctiou of the routt*, with an enumeration ot the towns to he touched 
by tlu* road. A law of August 0, 18ff», revised in October, 1871, prescribed the 
form of maps to lx* suhmitted, together with an estimate of costs, arranged under 
17 heads. 

A circular letter of July 20. IH74, of the minister of public works, requires the 
aiiplicaiit to consult with the forester.^ whose territories will he cro.ssed by the 
proposed route. A like deeri'e of May 2, 1887, requires tlie cooperation of the 
head of tlie department of mini's in determining the route through mining dis- 

^^ 77(0 c/nerbr.— After all the preliminary work has been done, the detailed plan 
is subjected to an examination by the president of that circuit in which the man- 
agement of the projei'ted road Inis its seat. In this examination private and local 
claims are heard aiid recorded. This is known as the Landes und Ortapolizeiliche 
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Priifunt?. All cliangeB agreed upon among the interested parties in the examina-; 
tion, as well as those orclered in the subsequent examination by the minister of 
public works, are entered in their proper places in the phin in blue ink; and all 
changes not agretid upon, but recommended by the authorities, are entered, with 
the i)roceeding8, in the journal, which is transmitted, together with the plan, to 
the minister of public works. Tlie plan thus amended is next submitted to the 
war office for a 8i)ocial examination with reference to military interests, while 
mechanics and builders examine the technical details of the plan. The final 
examination is made by the minister of public works, who pays special attention 
to the project as a whole in its relation to the entire railway system. If the proj- 
ect is approved by him, it is recommended, together with the power of expro- 
priation , to tlio king, through wliose order the charter can finally bo granted. The 
power of the minister of public works does not end with the granting of the 
charter, but continues dming the period of (ionstruction, as well as during the 
entire life of the road. Ciuinges and additions which he may recommend must 
be made at any time. 

The legal basis of State railways. — The building of a State road is a problem 
of administration, and could be undertaken by the administrative branch of the 
Government alone wore it not for one thiug—tne money. The building of a State 
railway requires a State loan or the use of other funds, and for this l.ho vote of 
the Landtag is necessary. The annual hndget,, called etat in Prussia, contains 
sums for the building and iniprovemeiit of highways, i ail ways, a definite sum to 
meet the exi[)ousesof ])rehiiiinary work, All this is known collectively as the 
railway etat, just as tlu're are luaiiue, military, and educational etats, 

A inmisierial circular of .luue 14, 1H87, re(|nires the following points to be- <‘ov- 
ered in the aiqdicatioii for a new Stat(‘ railway: 

1. A territorial map. 

2 . Contour and ndief plans. 

3. An explanatory statemimt. 

4. An estimates of costs. 

5. A memorial or petition. 

C. An estimate of probaljlo ('arnings. 

The preliminary work rcspiires no estimate of the probable net profits to be 
mad(', as in tin: case of private roads. But the liiiaiicial .sidt;, although of st'condary 
im])ortance with State roads, must still be aii important one. Hence, it is retiuirod 
that the memorial shall contain an elahoratc account of the probable effect of the 
proposed railway on other roads owned and operated by the State, its probiible 
effect on other State property, etc. All the preliminary work is done by order of 
the minister of public works. The Jipproval of the (‘iitire project depends upon 
the Landtag, or rather the budget (Etatgesetz). However, a special royal order 
is r(!quived to exercise the right of eminent domain, and to name the particular 
authority whicli is to execute the plan. When the law does not siiecify wh{dh(U’ 
a primary or secondary railway is to be construchsl, either may be decided upon, 
depending upon the motives which led to the adoption of the plan, while in case 
of charters gi*anted to private companies, primary railways arc' understood unless 
otherwise specified. 

When the law of 18:18 was passed, it was thought probable that several under- 
takers might desire to use the same track. Paragraph 27 gives the minister of 
public works the right, after careful examination of all tlio facts, to grant to 
second parties the privilcige of transportation on the same track with the original 
incorporators, provided that no such privilege shall be granted within :i years 
after the charter shall have been granted. Several other paragraphs of the same 
law are related to this one. 

Influence of public interests in railway construction.— Both the economical 
and technical interests are drawn into consideration when the State fixes the 
plan. The technical unity of all railways is an absolute necessity, and follows 
the requirements of the federal constitution, that railways shall be operated as a 
uniform system. All roads are now built according to the norms prescribed in 
the law of July 5, 1892, whicli are necessarily general in character. In so far as 
any part of the construction of a railway, with all its adjuncts, falls outside these 
norms, it must be determined by the minister of public; works according to para- 
papb 4 of the law of 1838. The location and construction of station houses, store- 
houses, switches, roundhouses, walls and barriers of any kind, bridges, canals, 
dikes, etc., require not only ministerial sanction, but also the approval of other 
authorities within whose jurisdiction the control of such things lies, such as the 
police and military authorities and building commissioners. But it must be 
remembered that the power of the authorities is only cooperative. Their deci sions 
are not final, nor are they binding on the minister of public works, in whom final 
authority is vested. 
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It may be mentioned here that Goi’many, France, Italy, Anstria-IIungary, and 
Switzerland agreed inK)n the technical unity of all international lines in February 
1887. Belpfium , Servia, and Greece entered this union in (800. No uniform norms 
to test economical considerations (such as which route to choose, which localities 
to cross) have yet been adopted. 

Military interefdft.—The law of 1838 does not mention the railways in their rela- 
tion to the national defense, except in j^ranting the charter. Article 4 of the 
Federal constitution reserves to tlu* Government the rijjlit to employ railways 
for the national defense. But liow thi.s is to be done. bo\v far lh(‘ undertaker may 
bo forced to meet the emer}.!:encieH of war, who is to bear tlie expense*, and similar 
considerations, were left entirely undefiiu'd until the Franco-Prussi an war of 1870. 
A law of December 21, 1871. divides the land suiface immediately surrounding 
fortifications into three belts, for tin* crossing of any one or all of ^vhich the Cfin- 
seiit of the commandant is nect'ssary. t^iu'stions arising under this law are 
decided by a Federal commission. A law of .Inne 13, 1873, binds railway com- 
panies to meet all the necessary ri'tpiirements for the tran.sportation of troops and 
supplies in case of war. 

T/ic — The discussion on the relation of the Magdeburg-Leipzig rail- 

way to th(‘ post-office was tlnj beginning of tin* law of Nov('mber 3, 1838. Aiticlo 
27 of this law authorized the post-olfice to run its own trains overall roads, if 
iiecH'ssavy. As the law now stands, tlu* railw.iys, wludher jaivatc' or state, are 
re(pnr('d to furnish nece.^siiry accommodations for railway mail officials and all 
rooms and appliances, such as trucks, lifts, etc., U(‘<‘ded for tin* railway mail serv- 
ice in all d(*pots or station houses suhs(‘(iiiently tn In* erected,' It is also I’ecjuired, 
in the absence of nec(‘ssary private dwellings in the immediat(' vicinity, to pro- 
vide rooms for ollicials in all station houses wliicli are rebuilt, or enlarged. Rail- 
ways may be requiri'd to do sneb building a,t the laMpiest of the post-oflico 
department, for which they receive nnt to the amount of 7 per cent of the cost 
of buildings or ])arts of Imihhngs ereeb-d for the department. Laws and regu- 
lations governing other Imildings apply also t(» tlu*se. Persons who ns(' such 
rooms must furnish them and keep them in re])air. 

C'^/.sho/^//o^/.sv^s■.— A rescri])t of the minister of imhlic works, of Jmu' 13. 1818, 
niiikes it tli(^ duty of the railways to giv(‘ due nolh^e t(> ciistom-liouse offic]iils and 
to receive an ('X])i'essi(m of their opinion in regard to pro,ie<*ted Innldings. The 
iiinh'i’taker is further rt'qnired to provide adi'quate spac.e for the ins])(*ction of 
goods and baggage liy tlui custom-liouse officials. Tin* law is c.onstriied to mean 
that the undertaker must fuiaiish and ke(>p in lepair, witliout special remunera- 
tion, sufficient and safe rooms for tin* inspeflion or storage of goods and for the 
acc.(umting connected willi the sahu', DY/('llini'S for custom-house officialsare not 
included, although the railways find it good policy to furnish tliem at reasonable 
rents in order to avoid delays. 

Other public in fc?’c.s/.s‘— Streets and roads.— Paragraph 8 of tlie law of 1838 
gives the iimhu’takor the right to ac<jnire not only the necessary land surface for 
tracks, stations, switches, space* in which to deposit (*xcavatcd material, but also 
tlie ground necessary for all other hnildmgs ami roads m'edfnl for the most effect- 
ive ojieration of the ]‘ailway ill the intciests of the imblic. Under these provi- 
sions the undertaker is empovveri'd to open new roads or str('(*ts and to cross 
roads and streets. All these*, like other provisions of the charter, are subject to 
revision by the police authorities. Roads leading (o stations, if used exclusively 
for the business connected with the railway, like all other privabi proiierty, are 
governed by ordimiry laws. Tlu* nnd(*rtaker must ke(‘i) them in repair and 
attend to cleaning and lighting. Where IIk; roads serve public interests as well, 
the local aiitlioritics are rcsjamsihle for police and sanitary reipiirements; the 
railway authorities are responsible only so far as these aff(*-ct railway traffic. 

Protection again d /fre.—Ministerial roscaipts on this subject wer(3 i.ssned as 
early as 1847 aiid 1848. An ordinance of 1875 prescrihes nuiform ruli's for the 
entire Prussian State, with the exception of the cities of Berlin and Charlotten- 
bnrg. This ordinance requires special permission of the police authorities to erect 
buildings or to store easily combustible mabiria.] within a horizontal distance of 
38 meters, if the track lies in the same jdane with the land surface on which such 
buildings are to be erected or the inateihal to be stored. When the track lies on 
an elevation, the width of this belt is increased hy one and a half times its height. 
Thus, for a track lying on an embankment (1 meters high the width of the fire 
belt would be increased to (38 + 0 X H) 47 meters. These (luosiions go before 
what we would call a county commissioner ( ‘ ‘ Kreislandrath ”) , without whose con- 
sent no buildings can bo erected on this strip. But this applies only to buildings 


1 Law of February 9, 187(!, amended fn 1878 luid lasi. 
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or Htores in the possession of parties other than the undertaker. In case of build- 
ings or stores of combustible material erected or located before the road was 
protected, special contracts are necessary. Buildings or stores may be placed 
within this Icigal limit when they do not endanger the lives or property of third 
parties, and when neither the undertaker nor the builder refuses to enter upon the 
neciessary agreement. For secondary railways the limit is 25 meters, and the cor- 
responding extension when the track lies on an embankment. 

Different regulations exist in relation to f<n-ests, turf, and grain. In all Gov- 
ernniont i orests n. broken surface of from 2 to 4 rods in width, depending upon the 
elevation of tlu' track, is continually kept cl(‘ar of leaves, grass, etc. Frequently 
these strii)s are cultivated by juiople connected with tlie railway on payment of 
rent to the und(3rtaker. In the State forests of upper Silesia, where there is 
much no(‘dle wood, in a.ddition to this safety strip, a ditch 2 feet wide in the bot- 
tom and 8 feet at the top is dug at a distance of 10 rods from the track. All 
brandies and twigs overhanging such ditihes are kept trimmed, and the land sur- 
face between the ditch and the safety strip is kept broken. However, such a wide 
strip is not ni'cossary in all places. The erection of any fireplace within 75 meters 
of any part of a forest of mure than 100 hectares is forbidden. The undertaker 
and tiu' proprietors of adjacent lambs (when these are not public) usually find it 
to their interests to come to an agreement on these matter.s at the lime tiie expro- 
priation is exi'cuted. It is customary for the State (when the Stab' is tlie under- 
taker) to purchase with the right of way such a safety strij) and to ri'iit it to 
employees. The State also employs, whenever necessary, “ Braiidwerther," who 
follow limited trains through their cinmit, and sometimes also ordinary trains. 

Influence of private interests in railway construction.—Paragraph 14 of the 
law of 18J38 makes it the duty of the undei taker to build and maintain all cross- 
ings, drains, roads, fences, etc., wliich the Government in.ay deem lU'cessary, to 
insur(3 the owners of adjacent jiroperty against dangers and disadvantages in the 
use of their property. Pavagrajih 11 of the expropriation law of 1874 relates to 
the same subject. In 1880 tlm minister of public works, pursuant to the de(;ision 
of the Biindesratli, issued a res(;ript in which these paragraphs of the law were 
constnu'd to includ(3 also all changes which, from time to time, must be made in 
order to protect private property. Tlier(' exist also h'gal noniis, by which the 
amounts to be paid to owners of damaged pioperty are determined. It may lie 
noted that even during the pmiod of private railways, from the Ix'ginning of the 
railway era in G(‘rmany, the undertaker has been held re.sponsible for injury to 
private property to the extent to whicdi the Government deemed it just. 

A Prussian law of 1805, supplementary to paragrapli 20 of the law of 1888, gives 
specific instruction about the relation of railways to mines. A ministerial rescript 
of May 2, 1887, makes it incumbent on railway undertakers to consult the intevests 
of milling properties. The law of 1805 prescribed only the relations between the 
operator of the mine and the operator of the railway. Under this law a mine 
owner could not prevent the building of a railway, nor was he entitled to com- 
pensation for any hut din'ct damages. Loss(,‘S wlihdi he might sustain after the 
railway charter had been granted had to bo borne by him alone. Gleim says that 
if no special legislation (“ Bergwcrkre(;ht”) liad been enacted during earlier years 
(1805 and following) it is doubtful whether the subject of mines would have been 
taken out of general statutes governing private property. 

Classification of Prussian railways. — The law of 1838 recognized only 2 
classes, primary and secondary railways. Objectively considered, these did not 
differ in any essentials; hut in the manner of their operation differences existed 
which found expression in the law. Secondary roads were governed by less 
onerous restrictions with respect to mails, transportation of troops, munitions of 
war, speed, the percentage of brakes to axles, and similar matters. In 18'.)2 the 
so-called local railway law was enacted, which recognized additional classes, 
making in all 5 classes of railways. Of these 5, two are unimportant for present 
purposes because they include isolated private roads and so-called “ Pnvatan- 
schlusshahnen,” the latter being defined in a negative way in the law of 1892, as 
railways which do not serve public traffic, but the tracks of whicli are connected 
with local railways or with railways subject to the law of 1838, in such a manner 
as to enable rolling stock to pass over from one track to another. Local railways 
had, of course, existed before 1892, but not until that time did they exist in the eyes 
of the law. Local railways in the technical sense are railways which are chiefly 
intercommunal, and not local in the larger sense in which secondary railways of 
the law of 1838 were considered local. Whether or not a railway falls within the 
jurisdiction of the law of 1838 or of that of 1892 depends upon a decision of the 
minister of state. The construction of local railways requires the approval of 
various authorities designated by the minister of public works. These authori- 
ties differ as the road lies within one parish, circuit, or province, or as it lies 
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within 2 or more of these. TJie examination which must precede the granting of 
a local railway charter is confined to the natpo of the road and the rtuling stock 
to be employed, with special reference to their safety and to their influence upon 
private property. In addition, the technical nature of the undertaking is exam- 
ined aiKi the qualifications of the persons to bo employed, as well as (►tlier public 
interests, duly considered. This examination is grsintod only on application 
accompanied by a plan. The nature of this plan is not proscribed as under 
the law of 1888, and is left entirely to the mcorj)orator or incorporators as in 
case of any other purtdy private enterprise. In castutf applications for the c,on- 
struction of local railways, one of the chief qiie'-’tioiis is iioi “Does this plan 
contain everything re(piired by the law?" as in cas(^ of primary or s( (’ondary 
roads, but “Does the plan contain anything which is not in harmony witli the 
provisions of the hxail railway law?" The incorporator of a local railway' is thus 
made to stand upon the same legal basis that any oDier private operator stands. 
The law reserves certain rights to the post-uiliee departimait, and when* highways 
are crossed or fortifications all’ected tlie iiicoiporator must make satistacdory 
arrangements with tlu; respective authorities. The sain(‘ I'uli' ai)p1ies to parishes 
or other political units when they engage in the construction and op(‘ration or 
local railways. Although a hical railway is looked upon by the law as a purely 
private enterprise, nr) such railway c.an ht‘ built until attei’ th(' plan has neon 
exhibited in specified public places for at least two weeks. The time and luaco 
of such an exhibition of plans for the insj*eeti(Hi of tlie ]mblic must lie adytulised 
in accordance \vith the customary manner of making annonncenuaits in that 
locality. Any pei-son may raise ohj<‘cti(>ns, (‘ither in wi iting or verhally , against 
the project, and a time must be set for th<‘ hi-aringof tlu' interested parties. This 
lioaring innst be given in tlie presence of (sompetent persons. ^ On t he adoption or 
the plan, the undertaker bec-onu's pt'rsonally res\)onsiblo for its suc(;esstul 
tioti. For the first 2 years the local railway incorporator or company lias tull 
power over rates within the limits established by the charter, but after that peyi^'d 
the proper authorities may, “with due consideration for the financial (ionuition 
of the road,'’ establish a niaximiim taritf rat<‘. If at any tune, in the opinion or 
the minister of state, a local railway attains siicli a, degree (.f importanee in tlie 
public traffic! that if. may be regai (led as a ])art of the' gc'iieral network o1 railways, 
the State may, on iiayment of the full valium of the road and after 1 yc-ai s iiciticc^ 
incorporate the local railway in the system <_)f Stale railways. The law of IHIL 

prescribes rul(\s for the dot eimination of a fair price. 

Time-tables and train service. — All tmu'-tabh's of Gi'rraan railways aiv pui'- 
lished by the administration in what is called a couist' book (Knrsbiicli). ine 
small time-tabl(!S. to which Americans ari; accustomed, are lavelyor not at all 


sm 

seen there 
wants are 

are to be i . 

sideratioii to these reports, tliriingh 


ere, except in ease of special trains. In tin; adoptnui ot lime-tables Iccal 
ire considercsl. Blanks, upon wbicli the wishes of the ri'spc'ctiyo hicalities 
le made known, are sent out to the various staticms. ''.IlK'igjiaj'mg cluecon- 


ains are first decided upon. Tluin the ordi- 



ondary trains ov(n- tracks of primary roads, but ()nly altcTiiatAvcdy, am in casc^ 
where the building of additional irack can tliiis oe .^aved. To illnstiatcn AandB 
ure imvortant citius connected by a iirimary road. la a amall city lyiiiK off the 

main lino, midway between A and B. Instead ot bnildina a load (’''“A ^ 



thev do not answer all the requirements of regnliir iiriinary railway trains. 
AccorditiK to the manner in which trains arc oiieratcd, they are clawed as trains 

sunnlyincWdar want8(Bedarfimtige) . trains for the nohihty theater, and pleas- 
ure trains. The 3 last classes are governed by siKK'ial time tables and msbne- 
tions The first class of trains is divided into tlie tollowmg subclasses; Fast, 
nassenger goods (local), mixed, work, and laborers' trains. The several names 
mifflcientlv indicate their character. Military traim arc a heavy strain imon the 
JaUways during maneuvers. May 1st and Octolier Isl arc the days on which tlie 
regiila? time taUes go into eft'ect, and all requests or changes must be submitted 
to the proper anthonties at least 4 weeks liefore the date on which the table is to go 
into effect. Then there are special tables for employees. The^ coptain distances 
and stations, time of arrival, length of steps, time of departure, tmie it takes 
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to mako the run from one station to another, crossings and junctions, maximum 
and minimum speed. The distances given are not real, but virtual distances. It 
is evident that grades and curves diminish the speed of trains. This might be 
adjusted in time-tables by allowing more time: but it is customary to add such a 
number of kilometers to the real distance as the train could traverse under normal 
conditions during the time wliicli is lost through curves or grades. This sum is 
known as the virtual distance, and is the distance given in time-tables. All passen- 
ger trains must contain at least 2 (first and second) classes of coaches. Whether or 
not third and fourth class coaches must be run depends upon circumstances. In 
South Germany the fa.st trains frequently run only first and second class coaches, 
wliihi in North (Tt^^rmany they add third (dass also. The so-called Personenzuge 
always carry first, second, and third (dass passengers, and usually fourth as well, 
while fast trains do not carry fourth class. (Note.— Fast trains correspond to the 
American limited trains, and the passenger train, Personenziige, to the ordinary 
American local passenger trains. ) The heating and lighting of trains, their speed 
and manner of running, train police reglements, kinds of coaches and manner of 
forming trains, railroad ch'aring houses, and international train service, etc., are 
all treated in Prns.sian i (^gulations. 

How tarifts are fixed. — Tlu; great variety and number of conveyances under- 
taken by a railway makes it impossible to enttu* into ji s])ecial contract with each 
individual ap])lying for railway s(;rvice. But evt'n it this were possible, con- 
sidering the public, nature of transportation and the many public, as well as pri- 
vate, intort'sts involved, legislatures have regarded it prejudicial to these interests 
to leave the adjustment of rab's entindy in the hands of the undertakers and 
entir(‘ly removed from public, inspection and inilucmce. Experience has shown 
that it is the ttuidency of umhirtakers, not under direct control of disinterested 
authoritic's in whose powcu* lies tlu‘ “ promotion of the general welfare,” to yield 
to otlnu- great private interests and charge diflVrent rates for the transportation 
of the same (piantity of goods when .shipped by persons who stand in varying 
degrees of favor. The cnutious (Terman lawmakers had early surmised the evils 
of discrimination in rate's, and tine law of Novendier :i, 18118, as wc'll as the Fed- 
eral Constitution, reserved to the Government all powers necessary for its pre- 
vention. Special ri'ference is lu're made to articles 4, 45, and 46 of the Federal 
Constitution (pioted above. They indicate in a general way the power of th(' 
National Government over all railways in the Empire. Paragraphs 26 to 40 of 
the Prussian law of I8:i8 dc'al with the power of the State over rates. Tin' essen- 
tial feature of thos(i provi.dons, as modified by supph'inentary legislation and 
ministerial rescrii)ts. as well as the prewisions of the law of 1892 on the same 
subject, are indicated below. 

Tlie State, acting through the minister of public works, has the right, after the 
(ixi»iration of 8 years from the January 1st next following the opening of a rail- 
way, to approve (1) all tariff schedules (the 8-year limit is practically void 
because of tlie re.scrvations the State makes in granting charters); (2) any pro- 
posed lowering, raising, or other changes in existing ratios; (3) the establishment 
of freight tariff schedules, tariff instruction-s and regulations, exceptional (sjje- 
cial) and dilferential rat<'s. Tlic degrc'c in which the State has made use of these 
rights has varied with conditions. This applies only to primary railways. Sec- 
ondary roads may, during the first 8 years of their existence, raise or lower rates 
at will, provided they do not go above a certain maximum, prescribed by tbe 
minister of public works for tbai peudod of time, and that their rates do not con- 
flict with general tariff principlc.s enforced on State lines. Before the passage of 
the law of July 28, 1892, railways of purely local significance enjoyed special 
privileges which are now defincKl for all classes of local roads. It must be re{;alled 
that prioi' to 1892 the law n'cognized only primary and secondary (Haupt- und 
Nebenbahnon) roads, and that tliese local roads (using local in the narrow sense) 
had no well-defined legal position. The law of 1892 makes the following provi- 
sions concerning rates on local railways; “That authority upon which the 
approval of the project devolves is required to make an agi’eement with the 
undertaker as to time-tables and rates; and the periods of time in which such 
agreements shall he subjected to revision, provided that the undertaker may be 
allowed to establish his own rates during th(? first 5 years, and that thereafter the 
State shall only fix maximum rates, in doing which due consideration shall be 
^ven to the financial interests of the road.” The law pves the State this privi- 
lege, but does not make it a duty, and it is the policy of the State not to interfere 
with any arrangements the undertaker may see fit to make, provided he does not 
discriminate and does not do anything contrary to public interests. The law 
simply reserves to the State the right to act in behalf of the public. What Prus- 
sia reserved for herself in her laws, the Federal Government reserved to itself in 
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the Constitution. The latter also has the right to interfere in behalf of the gen- 
eral welfare, even if the several States had not reserved that right; and it is pos- 
sible, too, that circumstances may arise in which the Federal authorities must 
overrule the State. As to military rates, the Constitution gives the Government 
the right to fix them (reduced at a uniform rate) , but neglects to designate a par- 
ticular authority. The “ Reichsgesetz ubor die Naturalleistungeji fur die bewaff- 
nete Macht im Frieden,” of February 13, 1875, vests the power of fixing and 
revising military rates in times of peace exclusively in the Bimdesrath. The 
Biindesrath has the same power in flxing and revising rates in times of war. Iii 
neither case is a hearing of the undertakers mandatory. Next, tho V('lation of 
railways toward the post-office department may be nuaitioned. Tlu‘ railway- 
mail law now in force was passed on January 1, 187(5, and conse(iuently applies 
only to primary and secondary roads. But it was found lu'cessary 1,o exempt 
secondary roads from the provisions of this law and subordinate tlieiii to special 
legislation (May 24, 1879). The iiost-offic.e dejiartment may c,ause the primary 
roads to meet the following conditions: ( 1 ) To transmit free of charge all letters, 
newspapers, money— including uncoined gold or silver, jewi'ls, and precious 
stones without regard to weight— and all other mail packages wt'ighing 10 kilo- 
grams and less. Also all railway-mail cmployei's, going and returning. These 
provisions are limited only in case more than 1 car on «?very scheduh'd train is 
re(piired for tlie transportation of the mail, in which case a nominal sum is paid 
by tho post-office department to the railway umha-takcr, private or State. Tho 
post-office authorities arereipiired also to send early notices of nrobablo demands 
for additional cars. This is especially important during holiuay si'asoiis. The 
duties of undertakers of si‘condary and of local railways are h'gaily didined, that 
of the former in the regulations of 1879 and of the latter in tlie law of July 28, 
1892. Because of the nnmerons conditioiih inflmaicing the fixing of rates on these 
railways the schedules are much longer and involved than those of primary roads. 
Similar regulations have been made concerning telegraph and custom-house offi- 
dais in their relation to the railways. 

Publicity of rates.— All railways— State or private, ])rimary or secondary, or 
local — are required to imblish their rates under the supervision of tlie sanio 
aiitliodties which fix them. Such publication is required of all tariffs- passenger, 
freight, local, through lates. ineidental fees, etc. — tog(*tluT with the rules and 
regidations governing their application and all changes that have been made in 
them. 'Fariff lates of all Static roads are published m tlie Staats-und Reichsaii- 
zeiger, the official paper of the Government. Howeviu*, no dctinito rules exist as 
to th(; particular form or place of publication. As a rule, all the important papers 
of th (3 tfiwns interested publish them, and, of course, they are reipiired to be 
posted in all siatioii houses and railway offices. Every advance in ]*ates iijust 
he published, together with the old rates, at least six weeks before the same shall 
take effect. The instructions of the minister of public works for the practical 
application of the law of July 28, 1892, declare that local railways shall be recpiired 
to publish tlieir rates in a local paper to be designated in the charter. 

Financial obligations.— 77iC capital .s/ocA\— Section 1 of the law of 1838 pro- 
vides that the sums of moiuiy reipiired for tho original investment ( Anlagi'kapital) 
must 1)(; raised through the sale of shx’k. The aniount of stock is fixed in the 
charter. Section 2 provides that no stock shall b(5 i.ssned until its full face value 
has been actually paid in. Partial paynienis are .simply receipted. Every signer 
of stock is responsible tor 40 per cent of its face value, even though he should 
transfer his stock to a third party. For the emission of additional stock and for 
the taking of loans, in which purchases on credit shall not he included, the 
approval of the minister of public works must first he obtained and a sinking 
fund established. Ministerial consent is also necessary for contracting floating 
debts. With issues of priority obligations and preferred stock it is diff^ent. 
Thc'se re(iuire special authority (•‘laiidesherrliche Geiielnnigung”) and official 
publication of the amount to ho issued, rate of interest, purposes for which the 
money is to be expended, and the method of amortization. Since 1872 these pow- 
ers are exercised by the minister of public works. Before that time snecial pnvi- 
legesof this kind were granted by the Government according to a law of June 
17 1833 

Appropriationofeamvigs.-hy tho law of March IG. 18G7, all railway under- 
takers are under obligation to submit annually, not later than May 1, a full 
account of their receipts and expenditures, together with the necessary papers 
(bills vouchers, etc), and by a court decision they are compelled to submit 
monthly reports if requested to do so. The law further provides that all taxes 
( Abealwn) shall be paid out of that part of the gross earnings over and above those 
parts employed in meeting the expenses formaintaining, managing, and running 
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the road. All sums paid into the renewal and reserve funds are to be considered 
part of the I'unning expenses. The reserve fund has its origin in provisions of 
sections 29, 33, and 38 of the law of 1838, and is usually expressly provided for in 
the by-laws and charter of the company. The renewal fund was created later, 
but by rescrix)ts of 1857 and 1858 it applies to all roads irrespective of the time dur- 
ing which they were built. It is kept distinct from the reserve fund; and, in case 
eaniings are insufficient to meet the regular demands of both, the available earn- 
ings go to the former. The size of the renewal fund and its rate of increase 
depends much upon the character of the road, and is determined for each sepa- 
rately. The general nature of these funds being that of insurance, their acj?umu- 
lation becomes unnecessary in case of State roads; nor do the legal restrictions on 
the issue of stock apply to the latter. The various provisions for the distribution 
of dividends have in common the riiquirenient that certain maximum portions of 
the gross earnings may be distributed as net profits. Such distribution is not 
obligatory. Paragraph 34 of the law of 1838 establishes normal formulte for com- 
puting gains and for gathering necessary statistics. The most important legis- 
lation on the appropriation of earnings still in force is the Gesetz, betreffend 
die Verwendung der Jahresubersclmsse der Verwaltung der Eisenbalmangele- 
genheiten”of March 27, 1882. It provides that the annual surplus shall be 
expended for the following purposes in the order given: (1) To pay the interest 
on the State railway debt; (2) to mec^t certain deficits in the State budget which 
would otherwise have to be met with loans, not to exceed 2.200,000 M annually; 
(3) to pay off the bonded indebtedness. 

Taxation.— La«’ of November i<S'.7<S’. — By section 38 of the law of November 3, 
1838, railways are under obligation to pay taxes in proportion to the total capital 
stock, h'ss the expense of maintenance and opju’ation and the annual contribution 
to the reserve fund. Railways arc exempted from tin* tax on industries ((.lewer- 
besteuer). The succeeding ])aragraph provides that this tax shall be paid nito 
the State treasury as a comi)ensation tor expenses incurred by the Government on 
account of the roads and for the amortization of the original stock. After such 
amortization, the undertaker may bound to arrangements of such a nature 
that the receipts ( “ Ertrag der Balmgelder ’’ ) sliall not exceed tliecost of manag- 
ing and o])erating the road. These provisions of th(5 fundamental railway law 
were followed by important supphunentary legislation. 

Laiv of May .'{(), I85,j . — Tliis law has reference only to railways owned by stock 
companies. Under its i)rovisions the first tax was levied in 1854 on the net pro- 
ceeds of the year 1853. The taxable net proceeds are defined as that sum which 
remains fov distribution on the capital stock after deducting from the gross recei])ts 
thecost of administration, maintenance, and operation, the necessary contribution 
to the ix'serve fund, and the sums required for the payment of interest and loans. 
Capital, on which a fixed rate of interest is paid without being entitled to dividends, 
even if raised by means of preferred stock, shall not be included in the capital 
stock, but it shall be considered eipiivalent b) loans. The rate of taxation is fixed 
at one-fortieth of the n(d proceeds, not exceeding 4 iier cent of the capit.al stock. 
For net proceeds exceeding 4 per cent of the capital stock the following shall 
be provided; 

From 4 to (inclusive) 5 per cent, one-twentieth; from 5 to (inclusive) 6 per cent, 
one-tenth; from 6 per cent and over, two-tenths; in addition to the one-fortieth 
on all net proceeds up to 4 per cent. To illustrate: Take capital stock to the 
amount of $10,000, the net proceeds of which ecpial the sums given in Column I, 
then the amount of the tax equals the sums in Column II, and the sums remain- 
ing for distribution among the stockholderss are given in Column III. 
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Tho law f nrtlier provides that all railways which are iinder statutory obligations 
to pay certain sums to the (l-overument are subject to this tax for all sums (net) 
in excess of the amount paid to the G-overnmont. All railways upon which the 
State guaranteed interest are exempt from taxation during years in whi(di tho 
State advanced money by virtue of such agreement. All moneys realized through 
the collection of these taxes shall be employed by the State in purchasing railway 
stock, and all interest and dividends accruing to stock thus purchased sliall be 
used for the same purpose; nor shall any such (purchased) stock be again ]mt 
upon the market. The provisions of this law arc general except as moditied by 
special (iontracts with the State. 

Law of May /.S'.W.— This law repeals tho \)rovisions of sections ,'iy and 40 of 
tlie law of 18118 and section 6 of the law of 185:1 so far as they prestaibe tlie utili- 
zation of the funds raised by taxation. It orders all receipts of such taxes hence- 
forth to flow into the general Slate treasury, and con8e(iuently it dissolves the 
amortization fund. 

Law of Maroli til, AW;.— The law of 185:1 a])plied directly to railways owned by 
stock companies. The law of 18(57 ai)plies to all railways “ not in the poss('ssion 
of the State or of domestic railway stock companies.'’ It provid('s tliat tlu^_ pos- 
sessors shall be rc'sponsible for the payment of the tax. Tlie rate of taxii.tion is 
identical with that given in the law of I85:i,butit defines the taxable net ])roc,eeds 
differently. It deducts from tin* gross receijds tin* cost of operating, maintaining, 
and managing the road, contributions to the reserve and ivnewal 1 unds. but makes 
no allowtiiice for sums disbursed out of the reserve fund. It slat<'s ('xiiressly that 
these sums shall be deducted from the gross receipts, while the law of I8’):5 does 
not say from what the sums named shall be deducted. The law of 18(17 stab's that 
“the taxable net proceeds constitute that povtioin-f tin* gross earnings ^yhi(‘h 
remains after deducting the ex])ens('s of niainlenanc<', operation, and administra- 
tion.” This latter detinilion is law at present. As has been stati'd before, all 
railways are required to submit itutln*nti(t re])orts, on the basis ol yhieh the 
authorities fix the taxable jiroc'^'cds and puhlish it in the R<'ichsanz('iger. For 
State railways tin' excess of receijits over expenditiir('S,aftm' deducting :i pi'r ct'ut 
interest, is determined by the minis((*r of public works and likewise ])ublished in 
the Ueichsanzeigisr. The law of 18(57 also defines original stock (Anlagi'kapital) 
as that sum which has been expended usefully in the constrm'tion and ei|uipment 
of the road, including rolling stock. Five per cent, inb'ia'st is allowi'd (i. ('., it is 
included in the Anlag('kapital) on all sums exiiended beforii the opening of the 
road, provided no unnecessary delays havii bt'en made. If railway undertakers 
fail to submit reports. IIk* authorities fix the amount of capital stock wliit'h shall 
be taken as the basis of taxation. It must be borne in inind that the rate of taxa- 
tion depends upon what per ('enr. thi^ net proceeds an* of tlu* capital stock, and that 
the larger the capital sto(;k the lower the rate of f axatioii, other things being eipial. 
Money expended for renewals and exti'iisions shall be iiicludi'd in the ca])ital stock 
only so far as these have been caused by extraordinary circumstances and have 
not'been taken out of the reservi* and renewal funds. Several railways in posses- 
sion of tlie same person are taxed as a luiit. In case of parts of roads owned by 
fori'igners, i. e., not Prussians, the capital represented by such ])arts shall be 
determined by the authorities, if the sauu* has not been fixed in the charter. 

Law of July .‘7, {Nothhmviuiiahf(ni(r(j<'!^Hz).-~lihiHWi\s an attempt to regu- 
late the parish income tax. The law provides that railways and other industries 
listed in He(;tion I shall pay a tax to tlu* parish (Kommunalabgaben) in proportion 
to tho amount ot their income in that parish. This applies alike to private and 
to Htate railways. The tax is payable in that parish in which the railway has its 
seat of management, a station, workshops, or any other plant. The net pi'oceeds, 
as defined by the laws of 185:1 and 18(57, shall be taken as tho basis for taxation of 
private roads. For State roads, the excess of receipts over expenditures, plus 8i 
per cent interest on the capital stock (or consols) . is t». be used. They are taxed 
as a unit, and the total of the taxable income is fixed aiiimally and published bv 
the minister of public works. A noticeable feature of this law is that the parish 
into wliich certain railway earnings happen to flow is entitled to a proportional 
share of the total income of that place. Thus a station located in a parish which 
has done little service to the road msiy have a comparatively large income, on a 
share of all of which it has a legal claim. It should be noticed also that local 
railways (section 40 of the law of July 28, 1892), not being railways in the sense 
of the law of 1838, are not liable for the payment of the tax provided for in the 
law of 1885. They are subject to the tax on trades (Geworbesteuer) , of June 24, 
1891 from which railways subject to the laws of 1853 and 1867 are exempt. 

Law of July U, 1893.— Thin is an important date in the history of Prussian 
financial legislation. Three different laws on finance received the royal signature 
on that day. They were, “Gesetz wegen Aufhebung direkter Staatssteuern,” 
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“ ErgilnzungBsteiiergesetz,”— a tax on all mobilia, except household goods, and 
immobilia, minus the debts on the same— and “ Kommunalabgabengesetz.” The 
last law empowers parishes to levy direct and indirect taxes, and to exact serv- 
ices and payments in kind according to the provisions of the law. So far as it 
deals with railways it will be discussed here. All of these laws went into effect 
April 1, 1895, witli the exception of oik) provision about the distribution of rail- 
w^ taxes among certain classes of parishes. 

The same as under the law of 1885, State railways are considered as a single 
unit of taxation. T(^gether with private roads, they are taxed in the parishes in 
which there are stcitions, shops, offices, etc., but not in parishes in which there 
are only watchmen s huts and tracks. Stock companies which receive a fixed 
rent for roads owned by them, but oporatx'd ])y the State, are not considered pos- 
sessors of the road, and hence not subject to this tax. Wliile all railways are 
taxable under this law, local railways, not being “railways,” are not affected by 
it. The, taxable iiu^ome of State roads and of roads operated by the State is the 
excess of rc‘ceii)ts over eimenditures, plus 9^ p(u- cent of the invested capital 
(Anlage- beziehungsw('ise Erwerbskapital), according to official statistics. The 
taxable inconu^ thus determined is to be fixed and piiblislu;d annually. The tax- 
able income of private roads is determiiKid according to the laws of 1853 and 1807, 
only that moneys ('Xpended in the li<iuidatioii of debts, and interest on the same, 
shall be regarded as expenses under the law of 1807. The law of 1885 gave par- 
ishes a (daim on railway in(*onies according to the receipts (net) of the road in that 
parish. The law of 1893 entitles yjarisln^s to such moneys in proportion to tJie 
sums expended for salaries and wages in the respective^ parishes on the basis of a 
3-years' average. In the computation only one-half of tfie salaries of administra- 
tive officials and two-thirds of the wag(;s of shop and linemen a7’e included. 

Prussian railway administration.— Tlu' writer discussed tliis sub,ie(5t in an 
article publislied in the Annals of the American Academy of Polilical ioid Social 
Science, for Novemlx'r, 1897, a part of vvlmdi is here reproduced. The systeni is 
to-day what it was thou, and minor changes wlmdi may have been introduced 
since that time do not affect th(‘ general system. Prussia has made her railways 
a success. Discriminations ani unknown, Tlu; *• spc(!ial rates,” which are pul)- 
lished, together with the lea-ons for wliieli they W(;re estahlislual, like regular 
rat('H, aie open to everybody, During the fiscal year ending March 30, 1900, 
Prussia expernhsl nearly 8:1*5, 000,000 in extending her secondary system, uiid 
about one-fifteenth as mneh for primary roads; and, notwitl islanding this great 
extension of less profitable lines, her railways yi(>kh'd a md jn'ofit of about 
$1-10,000,000. 

The Prussian railway administration was reorganized on April 1, 1895. Pre- 
vious to that time tlu're had existed two distinct (»fficial bodies, or “resorts,” 
immedialely below the minister of public works. Tlio latter was then, and is 
now, the executive head of the railway administration, and the two bodies subor- 
dinated to him wt‘re known as Eisenbalmdircktiouen and Kisonbalmbetriebsliinter, 
respectively, the one having direct charge of the operation of the railways and 
the other performing purely administrative functions. Of the Direktionen there 
were 11, and of the Betriebsfanter 75. The fnn(;tions of both of these have now 
been tionsolidaied in the royal State railway directories, of which 20 liave been 
created, with their seats at Altona, Berlin, Breslau, Bromberg, Cassel, Cologne, 
Danzig, Elberfeld, Erfurt, Essen, Frankfurt a. M., Halloa. S., Hannover, Katto- 
witz, Konigsberg, Magdeburg, Mfinster, Posen, St. Johann-Saarbruekon and 
Stettin. Each directory is composed of a president, appointed by the King, and 
the requisite immlxu’ of associates, two of whom, an Ober-Regierungsratli and an 
Ober-Baurath, may act as substitutes of the president under the direction of the 
minister. Each directory has com])lete administrative control over all the rail- 
ways within its limits, although the subordinate civil administrative organs of 
the State, such as the Oberpriisident, Regierungsprasident and Landrath have 
certain jjowers in the granting of concessions, police regulations, etc. The direct- 
ory decides all cases arising out of the action of special and of subordinate 
branches of the administration; and, representing the central administration, it 
may acquire rights and assume responsibilities in its behalf. The directories may 
be characterized as general administrative organs, one of whose great functions 
is the proper coordination of all the parts of the railway system. 

Below and subordinated to them are special administrative organs, upon whom 
falls the duty of local adaptation and suiiervision. There are 0 classes of these 
local offices, and their names indicate in a general way their functions: operating, 
machine, traffic, shop, telegraph, and building offices or Inspektionen, as they are 
called. Shortly beffore the new system went into operation the minister of public 
works issued special business directions for each class of offices. The contents of 
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each of these ministerial orders may be grouped under 3 heads: (1) the posi- 
tion of the office in the railway service; (2) its jurisdiction in matters of business; 

(3) general provisions. To give a detailed analysis of the functions of the local 
offices is out of the question here. It should be added, however, that all phases 
of the service, whether from the point of view of the railways or of the public, 
are carefully provided for. Thus one of the foremost duties — “ die vornehmste 
Aufgabe”— of the local traffic office is to maintain a “living union " betwera the 
railway administration and the public. For this purpop the chief ot the office is 
in duty bound, by means of numerous personal interviews and observations, to 
inform himself concerning the needs of the service in his district, to investigate 
and to remedy (iomplaints and evils without delay, and h) take such iiieasures as 
will secure the most efficient service. It is also one of his duties to inform the 
public concerning tin*, organization and administration of the railways, so as to 
avoid idle complaints. This single provision in the rules governing one of the 
local offices illustrates the spirit of them all. . , , . t 

Private railways, which before April 1, 181)5, had been supervised by a special 
railway commission, are now subject to the jurisdiction of the jiresident ^ 
directory and his alternates. This was another step toward greater unity in the 
system. The directories upon whom the supervision of the private R)ads dcwolves 
are those at Altona, Berlin, Breslau, Cassel, Cologne, Elberh'ld. Erfurt, Essen, 
Frankfurt a. M., Halle, Hannover, Kdnigsberg. Magdeburg, Munster, St. Johann- 
Saarbrucken and Stettin. As there are 20 directories, and only lb supervise pri- 
vate railroads, it is evident that juiisdictions for private roads are not identical 
with those of dir(>ctories. Nor docs each directory have an eciual puniDer or 
mil(‘s of private or State roads within its jurisdiction, ^ns d(>ponds 
the geographical distribution of the railways and upon the intensity of the traffic. 
Thus th<' Berlin (lir<*ctory sup('rvis(‘s 587 kilometers of State roads, while Halm 
has 11 884 kilometers. Th(‘ other directories lie between these two extremes, it 
may be added that on April 1, 185)5, tlu^ private roads repre.sented t<>Kt'ther only 
2,200 kilometers (not iiududing Anschlussbahnen, and 71 

private parties) against 27,000 kilometers' ot btate roads, ol which 10.470 kilo- 
meters contained two or mon.' tracks. i • i 4 . i-i... 

All Prussian railways, then, whether btate or privat(‘. are subject to the juris- 
diction of a carefully graded administrative 8ystem---local. intermVdiate, aiffi 
central— eaidi part of which is connected with every other part in such a inaniiei 
that, without interfering with the ability lo act promptly in cases of emergemw, 
every act not only finds its responsible agent, but the central make 

its influence felt in the remotest branch of the system and at the samt' time not 

nf wc tlie interests of the 

railways iiml of the imblio as identical or not, there arc certainly tiincs when har- 
n^Ttetween the two d,s-s not exist. This may be dne to the failure of ouch to 
undcu-stand the otlu'r, or to sonus wrongful aet which one of them may 
mitted Whatever the cause, if sindi circumstances do arise any oigan which 
can pi'omptly and prudently remove the friction performs mi adiiiirable service 
in the interests of pu blic traffic. Such an agent is found in Prussia in the advis- 
ory councils and other bodies which cooperat(^ with the legally responsible parts 
oFthe railway administration. These councils are created by law and are 
renuired to unit regularly for the purpose of cooperating with tlie State 
isiration upon all the more important matters pertaining to the railway traffic, 

"'Tlirfa'afS™ o—l in the federal d,™;in of 

Alaace-Lorrainc. Through an impnlso given liy the chamhei of i.oniineico of the 
dtv of Mttlhansen a conference between the representatives ot the cluunbei B of 
commerce of Alsace-Lorraine and the general imperial railvvay directory at 
SsCra was held at Miilhaiiseii on October 21, 1874. Organization, comppsi- 
tton mid todions of the council were agreed upon during the firs* session. 
Originally its membership was confined to the chambers ot commerce of Al^e 
Lom fm but later reprkentatives of the various agricultural and industnal 
hoS were also admitted. All niattera falling within the domain of at least 2 

chambers of commerce could be brought hefoie the counciL ^ 

tS,' m oceedings of this conference made such a favorable impression upon the 
federarrXay commissioner that he attempted ^though without immediate 
imeess to toduce the other German railways, both State and pnyate, to assist in 
f t movement toward a closer union and a better nnderstaning between the 
comnTeS and railway intereste by ins tituting similar councils. The circnlar 

” ' 1 incrytuied tu 37,161 kui. by the clyse ul IWO. 
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conneS S“n the plices intrnsted with the admifflstetwn oi the raiW 
and the tradings classes. It will keep the repro.seiitatives of the railways better 
informed as to the chan^finK needs of trade and industry and maintain a coii' 
tinned understanding between them; and, on tlie other iiand, it will impart to 
commerce, etc., a greater insight into the peculiarities of the railway business 
and the legitimate demands of tlio administration, and conse(iuentl^, by means 
of earnest and moderate action, it will react beneficially upon both sides through 
an exchange of views.” 

This statement sounds the heynotc of the whole movement. For a time the 
railways were not very ready to respond, and th(i movement made little progress 
until the policy of the State to purchase private railways was about to be inaugu- 
rated. The Prussian Landtag made its approval of the first bill for the nation- 
alization of railways dependent upon certain wirthschaftliclie Garantien 
(economic guarantees) wiiicli it demanded of the Government. A resolution 
to this effect was adopted by the Landtag in 1819, The ministry of trade and 
industry had already taken active ste])s during the previous year. In 1880 a bill 
embodying the motives of the resolution of the Landtag was introdiujed , and after 
having undergone various changes and modifications was ajiproved and published 
as the law of June 1 , 1882. 

Prussia was thus the first, and, up to the i)resent time is the only, country in 
which advisory bodies of this nature were ])laced upon a legal basis. The law is 
entitled Gesetz, Ix'treffend die Einsetzung von Bezirkseisenbahnrathe und eines 
Landeseisenbahm aths fiir die Staatsbalmverwaltung. As tlie name indicates, it 


creates a (dass of advisory boards or councils known as Pjezirkseisenbulmratho 
(circuit councils), and one national council, (*alled Lamh'seisenbahnrath. The 
national council is the advisory board of thc! central aclministr.'ition, and the 
circuit councils of thi' railway directories. Siiuie tlie reorganization of the riiil- 
way administration, April 1, 1895, 8 circuiit councils have been in existen{;e, with 
their seats in Bromberg, Berlin, Magdeburg, Hannover, Frankfort, a. M. , Cologne, 
Erfurt, and Breslau. It will be remembered lhal tluTe are 20 directories, so that 


a circuit council serves as an advisory board lor more than one directory. The 
national council is composed of 40 memlier.^, holding office for 8 years. Of iliese, 
10 are appointed and 80 are eh*cted by tlu! circuit councils from residents of the 
province or city, representing agriculturi', forestry, mannlactun*, and trade, 
according to a scheme of representation published in a royal de(‘ree. Of the 
appointed members, 3 are named by the minister of Jigricultnre. domains, and 
forests; 3 by the minister of trade and industry; 2 by the minister of financ.i'; 
and 2 by the minister of public works. An eiiual numlxir of alternates is 
appointed at the same time. Direct bureaucratic infimmce is guarded against 
by the exclusion from appointment of all immediate State oflicials. The elective 
members arc distributed among provinces, departments, and cities, by the royal 
order to which reference has .-just been made, and both nuunbers and alternates 


are elected by the circuit councils. The iiresiding officer and his allernat.e or sub- 
stitute are appointed by the King. In addition, the minister of public works is 
empowered to call in expert testimony whemwer he may think it necessary. 
Such specialists, as well as regular members, receive for their services 15 marks 
(about $3.00) per day and mileage. 

The national council meets at least twice annually, and deliberates on such 
matters as the proposed budget, normal freight and passenger rates, classification 
of freight, special and differential rates, proposed changes in regulations govern- 
ing the operation of railways, and allied questions. It is required by law to sub- 
mit its opinion on any question brought before it by the minister of public works; 
or, on the other hand, it may recommend to the minister anything which it con- 
siders conducive to the utility and effectiveness of the railway service. Its pro- 
ceedings are regularly submitted to the Landtag, where they are considered in 
connection with the budget, thus establishing “ an organic connection ” between 
the national council and the parliament. In this way the proceedings are made 
accessible to everyone, and an opportunity is given to approve or disapprove 
what the council does, through parliamentary representatives. The system is 
one of reciprocal questioning and answering on part of the minister of public 
works, the national council, and the parliament. 

The circuit councils are equally important and interesting. Since January 1, 
1895, 9 of these have been in existence. Their membership, which vanes con- 
siderably with the different councils, was fixed by the minister of public woiks 
in December, 1894. Any subsequent modifications which may have been made 



PBtrSSIAN RAILWAYS. 


977 


have no bearing on what we are considering here. At that time the council at 
Magdeburg had only 24, while that at Cologne had 75 members. The nature of 
their composition can best be illustrated by presenting an analysis of the mem- 
bership of one such council. The council of Hannover, comprising the railway 
directories of Hannover and Milnster-Westphalen, seems to be a fair type. In 
that council we find 1 representative from each of the chambers of commerce of 
Bielefeld, Geestemiinde, Hannover, Harburg, Hildesheim, Limeburg, Minden, 
Mlinster, Osnabriick, Ostfriesland and Papenburg, Verden and West‘1; 1 rep- 
resentative from each of the following corporations or societies: Society of Ger- 
man Foundries in Bielefeld, German Iron and Steel Industrials in Ruhrort, 
Craftsmen’s Union of the Province of Hannover, Branch Union of German Mil- 
lers in Hannover, Union of German Linen Industrialists in Bielefeld, Society for 
Beet Sugar Industry in Berlin, Society for the Promotion of Common Industrial 
Interests in the Rhine Country and Westphalen, in Dtisseldorf , and tlie Socuety of 
German Distillers in Berlin; 4 representatives from the Royal Agricultural 
Society in Celle: II from the Provincial Agricultural Society for Westplialen, in 
Munster; 1 from the German Dairy Society in Schladen and Hamburg, the Society 
of Foresters of tin. Hartz, the North German Foresters in Hannovc'v, the Union 
of Forest Owners of Middle Germany in Birnstcun, and from the Society for the 
promotion of Moor Culture in the German Empire; and, lastly, 1 from the Society 
of G('rman Sea Fishers in Berlin. This one illustration is probably sufficient to 
show the thoroughly representative character of tJie circuit councils. If a lurcuit 
comprises railways covering territory of other German States, the chambers of 
commerce, industrial, and agricultural socitdies of such territory may also be 
represented in the council. The mini.ster of public works has power to admit 
other members, and freipiently do(*s so when the nature of the (piestions upon 
which tlie council deliberates makes it d(*sirable. Thus, at a meeting in whic-h 
the rates on coal and coke— to be noted hereafter— from the Rhenish mining dis- 
tricts to the seashore were to be considered, there were iireseiit anOber-pnlsideut, 
accoinjianied liy an assessor, a deputy of a Regierungspnisident, a Landrath 
(these three are civil administrative officers ^iresiding over 5t province, (urcuit, and 
depiirtnient, respectively). a re])res(mtative of the Upper Mine Office at Bonn and 
at Dortmund, of the RoVal Mine Directory at Saarbriicken,of the Royal Railroad 
Directory at Hannover, of the Dortmund and Gronau and Enscheder Itailroad 
Company (private), in addition to the regular representatives and voting 
members. , 

The circuit council, as has been indicated above, stands in a relation to the rail- 
way directory similar to that of the national council to tlie minister. The law 
makes it mandatory upon the directory to C(msult the circuit council on all impor- 
tant matters concerning the railways in that circuit. This applies especially to 
time-tables and rate schedules. Gn the other hand, the council has the right, 
wliich it freely exercises, of making recommendations to the directory. In case 
of emergency the directory may act according to its own judgment independ- 
ently of the council, but it is recpiired to report all such cases to the standing 
comniittee of the council and to the council itself. This provision supplies the 
clastic element, which enables the railways to meet momentary wants. The 
standing committee < )f the council is an important body. It meeds regularly some 
time before the full council holds its sessions, and its proceedings form the basis 
of the deliberations in the council. The committee receives petitions, memorials, 
and otlnu- communications. The bearers of these are invibnl to appear before 
the committee and to advocate their cause. Questions arc asked and answered 
on both sides, and after all the (piestions have been presented the committee 
votes upon the petition or reciuest, usually in the form of a resolution adopted 
by majority vote, recommending the council to accept or reject the demands 
made in the petitions. The action of the committee is reported on each iiuestion 
by a member designated for that purpose to the full council at its next session. 
W hile the decision of the committee is usually accepted by the council, it in no 
way binds that body. Before the council meets, each member has an opportunity 
to examine the arguments presented before the committee, and the facts upon 
which its decisions are based. If the advocates of the petitions before the coun- 
cil present new evidence, or if the recommendations of the committee are shown 
to be unsound, the council simply reverses the decision of the committee. Of the 

nature of these petitions I shall speak later. tt 

These advisory councils have spread into Bavaria, baxony. Wurtemberg, Hesse, 
Oldenburg Mecklenburg-Schwerin, Austria, Italy, Russia, Denmark, Roumania, 
and in a much modified form, into I'rance. An examination of the councils in 
these countries shows the same principle underlying them all— the representation 
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of all the different economic interests in the condnct of the T&ilwayB. In compo- 
sition and organi 2 ation they are much alike. Thej^ owe their existence, however, 
except in Japan and Switzerland, not to law, but simply to administrative orders. 

There are still other bodies which, although not created by law and not confined 
in their activity to Prussia, have long exerted a powerful influence throughout 
the Empire. Foremost among these stands the Generalkonf erenz ( general confer- 
ence). Under its guidance the modern German system of rates, called Reform- 
tarif , has been systematically developed. The general conference meets annually, 
and discusses matters relating to tariffs, fees, operating regulations, etc. Thus, 
at a recent meeting the conference disposed of no less than 58 different items, relat- 
ing mostly to the classification of goods and the adjustment of rates, all of which, 
as in case of the circuit councils, nad been previously considered in subordinate 
bodies whose deliberations lie at the basis of the proceedings in the general con- 
fercince. It is composed of members representing all the German railways, and 
votes are distributed according to the number of miles of road the members each 
represent, and the total number of votes, increasing, of course, with the growth 
of the German system. At the meeting referred to, the total number of votes 
was 823, of which 51 were not represented. Of these 51, 38 belonged to roads 
having 1 , 10 to those having 3, and 1 to those having 8 Votes. The Prussian State 
railways had 180 votes, the Bavarian State railways 38, those of Saxony 16, the 
State roads of Alsace-Lorraine 11, the State roads of Baden 10, and so on down, 
the remainder representing the smaller State and private railways. These figures 
show the predominating influence of Prussia in the conference. 

Bodies subordinate to the general conference have already been alluded to. 
These are the Tanf-Kommission and the Ausschuss der Verkehrsinteressenten 
(tariff commi.ssion and committee of those interested in transiiortation). The 
tariff commission is a standing committee whose members represent Prussian * 
State roads, 3 Swiss roads, and 1 of the railways of Mecklenburg. It jneets 8 
times a year, and occupies itself with petitions and other communications from 
shippers. The committee of shippers (Verkehr.sinteressenten) is composed of 
members rejiresenting agriculture, trade, and industry; and some of the matters 
brought before it are previously discussed by a subcommittee. Both of these 
bodi(5s occupy themselves almost exclusively with freight rates and matters imme- 
diately coniKicted with them. Out of 33 items brought before them during a 3- 
days’ session in 1898, 33 were deliberated upon in joint session, although each body 
voted separately. The discussions in these sessions are so thorough that the 
recommendations made are, in the gi*eat majority of cases, approved by the gen- 
eral conference. Those conclusions of the commission whi(;h are adojited in the 
form of a declaratory statement become binding upon members unless protests 
are made. Subjects discussed in the conference and commission may, and fre- 
(luently are, brought before the councils. 

Among the various railway traffic and rate unions which might be mentioned 
none have exerted an influence on rates at all comparable to that which has been 
exercised by the Society of German Railway Administrations. Founded as a 
Prussian society in 1846, it became in (piich succession a national and an inter- 
national organization, embracing the railways of Germany, Austria, Hungary, 
Roumania, Luxemburg, Holland, Belgium, Bosnia and Russian-Poland. Both 
State and private railways are eligible to membership. A senes of 8 standing 
committees covers the Hjiccial branches of the service, and if extraordinary mat- 
ters arise they are referred to special committees. Questions upon which the 
society is to act must be published at least 8 months preceding the meeting. The 
proceedings have long been published in an official paper, and, through custom, 
exert a powerful influence. The attainment of uniformity in construction and 
other matters has been one of its great aims. In Euroipe the necessity for inter- 
national uniformity is much greater than with us, and in the domain of freight 
traffic this has been well attained by means of an international treaty, signed at 
Berne on October 14, 1890, by diplomatic agents from Belgium, France, Germany, 
Italy, Luxemburg, Holland, Austria, Hungary, Russia, and Switzerland. It is 
officially known as the “ Convention intemationale sur le transport de marchan- 
dises par chemins de fer.” 

The history of this international agreement dates back to 1874, the same year 
that Mulhausen inaugurated the movement which lead to the institution of 
advisory councils. In that year 2 Swiss citizens, residents of Bale, directed to 
the governments of the surrounding States inquiries concerning their willingness 
to enter into an international freight treaty. Drafts of such a treaty were 
worked out in both Germany and Switzerland and discussed in a congress at 
Berne in 1878. This congress submitted the draft of a treaty to the different 
governments for examination. Many objections were raised and improvements 
made. Further conferences, dealing also with questions of technical uniformity, 
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were held in 1882 and 1886, and on October 14, 1890, the draft ^proved by the 
third congress waa formally drawn up as a treaty and approved. The original 
treaty has been modified and supplemented in various ways, partly by agree- 
ments among all these countries and partly by agreements among several of 
them. Every 3 years, or sooner, if one-fourth of the treaty-mairing States 
demand it, a general congress must be called together to consider improvements 
in the agreement. _ . > ^ j, • -u 

As its name indicates, the Bernese treaty applies only to international freight 
traffic. Excepting articles the transportation of which is regularly monopolized 
by the post-offices of the contracting States, the treaty governs all shipments of 
goods from or through one of the States to another. It provides for uniform 
through bills of lading, prescribes routes for international traffic, fixes liability 
in cases of delay and loss, prohibits special contracts, rebates, and reductions, 
except when publicly announced and available to all, and prescribes certain 
custom-liouse regulations. Not the least important feature of the treaty is the 
creation of a central bureau, organized and supervised by the Swiss Buiidesrath, 
with its seat in Berne. The duties ol‘ the bureau are five: 

1. To receive communications from any of the contracting States, and to tran- 

init tliem to the rest of them. , . 

2. To compile and publish information of importance for international traffic, 
for which purpose it may issue a journal. 

3. To act as a board of arbitration on the application of the couiitm^s con- 


cerned . . 

4. To perform the business preliminaries connected with proposed changes in 
the agreement, and, under certain circumstances, to suggest tlie meeting of a new 

conference. ^ -i i i.i. 

.5. To facilitate transactions among the railways, especially to look after those 
which have been derelict in financial matters. After notice has been given by 
the bureau, tins State to which the railway belongs or by whose citizens it is 
owned can either become resjionsible for the debts of the road or peiniit the 

exclusion ()f the iv)adfroniinternati()nal traffic. 

The exptaises of the bureau are met by t;ontributions of the (jontracting States 

”^The\)ri<nnal agreement provided that any of the States might withdraw at the 
end of 3 years, on giving 1 year's notice. No such notice has ever been gnven. 
Anv violation of the treaty can be punished in the courts, and a .pnlgment hay- 
ing‘been rendered in one country the courts of the others are bound to assist in 
its (execution, unless the decision confiicts with their own laws. But so far as 
the (luestion of fact is concerin'd there is no appeal, and a (iennan court is 
bound to accept the findings of a court in France, acuinany, Austna, Hungary, 
Russia, Hwitzirland and, to a less extent, Franco have emboffied provisions ot 
the international code in their internal code, thus leading to unification be.yond the 
liiaits of international traffic. To wliat extent the Bernese treaty may jnfl’ience 
otliei’ iiliascH of the national and internatiima] hiws of the States of (.tntral 
Eurone can not well lie foreseen. That States diftenng mdely in forais of gov- 
ernment geographical position, and commercial interests have voluntarily made 
themselves amenable to a common .'ode of law under these circninstances again 
impresses one with the great jiower and iiiaiiy-sidcd mUnenve ot lailways imd 
the healthy development of closer international relations. The code is binding 
for a domain eiiibi:acing nearly 3,000,000 .scpiare mileR and 2(W ,000,000 people. 
It ranks in importance with the international postal, telegraph, and copyright 

of advisory councils.-Tho leading features of the Prussian railway 
administration relating to rates have now been presented. It remaiiis to ilhistrate 
bv iiSs of a few side lights from the proceedings how a part of the machinery 
acts. To convey a somewhat detailed view of the workings of the administrative 
organs directly concerned with theoiierationof the railways would unduly extend 
thfs Taper; bLdes, it would he a little technical and not essential from the 
ecSioS point of view. So we shall content ourselves wi h a bnet accent of 
sTeTf the deliberations of the advisory and other Mies directly occY^d^th 
TTtionrabout rates. We shall savetime by first obtaining a general id^of the 
SJ^rman system of rates, for which purpose the general plan of the German 
reform tanff is here given: 


GERMAN TARIFF 8(;HEME. 


1. Fast freight by the piece. 

2. Fast freight by the carioad. 

1 Sralmioad class Al, in shipments of at least 6,000 kilograms. 
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INDUSTRIAL COMMISSION TRANSPORTATION. 


5. General carload class B, in shipments of at least 10,000 kilograms. 

6. Special tariff A2, in shipments of at least 5,000 kilograms. 

7. Special tariff I, II, and III, in shipments of at least 10,000 kilograms. 

The rates and what pertains to them are officially published in volumes not 
unlike our monthly magazines. This tariff scheme was first introduced in 1877, 
and through the influ eiuie mainly of the general conference it has become gradu- 
ally more unified. It is obvious that the price of transportation of goods 
becomes less as they fall into a class farther down the list. The general carload 
classes include goods of higher value not enumerated in any of the special tariff's, 
while the special tariffs I, II, and III embrace less valuable goods— their value 
falling by degrees— so that, generally speaking — 

Special tariff I includes manufactured goods. 

Special tariff II includes intermediate products. 

Special tariff' III includes raw materials and bulky goods of small value, such 
as certain waste products of gas factories, tanneries, paper factori(^s, slaughter- 
houses, etc. 

Special tariff A2 is for good.s belonging to special tariffs I and II in consign- 
ments below 10,000 and above 5,000 kilograms. Goods belonging to special tariff 
III, but weighing less than 10,000, though at least 5,000 kilograms, are transported 
at th(} rates of special tariff II. Then there are special rules and rates for such 
things as explosives, pr(‘cious metals, vehicles, timber, fish, bees, meat, carrier 
doves, etc. Questions as to classification and the transference of goods from one 
class to another often arise. Here is a typical case: 

The Chamber of Commerce of Lennep, a Rhenish city, petitioned the general 
conference to transfer manufactured horseshoes — “raw hoof irons,” the Germans 
say, but which will here be designated simply as “ horseshoes '—from special tai’ift' 
1 to special tariff II. A prominent business firm brought the question before one 
of the railway directories, and from there it was carried before tlie minister of 
public works. The minister consult'd the permanent tariff commission and the 
committee of shipp(‘rs. and finally the (piestion was brought before the advisoiy 
councils. 

The i)etitioners asserted that the manufacture of horseshoes was a new industry 
which, after many costly experiments, had only recently gained a firm toothold; 
tliat the trade had been gradually growing, especially with the East, and that 
consignments had been sent to Rus.sia, Italy, Austria, and other countries. In 
domestic trade' tlu'useof these horseshoes had been promoted by military authori- 
ties and street-car companies, Ixu'ause it lessened cost and relieved the black- 
smith of much purely mechanical work. It enabled him to do better work more 
cheaply and with greater uniformity. The charge that it hindered the education 
of slallful blacksmiths was untrue. 

Extensive statistical tables were introduced to show that the life of the industry 
depend* d upon the desii'ed change in rates. Horseshoes were subjected to the 
same rates as fine iron and steel goods, while they properly belonged to interme- 
diate products in special tariff 11. Many of the factories were unfavorably located, 
and it was one of the highest duties of the Stiite to promote industrial activity in 
regions which lie away from the great channels of trade, if it could be done with- 
out too great a sacrifice on part of the public. The desired concessions on i)art of 
the railroads would do this. It was unjust for the representatives of the Saxon 
State railways to assert, as they had done in the tariff commission, that the 
change in the classification of horseshoes would benefit the Rhenish industry 
only. Particularistic designs should not be suspected in a movement which was 
deeply rooted in economic necessities. The representatives of the Bavarian rail- 
ways had considered fiscal reasons only, but these alone could not 1)6 decisive. It 
would not be businesslike for the State, in order to gain a temporary advantage, 
to sacrifice the very source of this gain. The railways would fare worse with 
high rates and a st.agnant industry than with lower rates and a prosperous indus- 
try, and it v^as safe to a.s.sert that the desired change would, through an increased 
output, ultimately yield a greater income to the railways. The established sys- 
tem of rates would not be prejudiced; be.sides, when the question of system is 
balanced against that of the welfare of an industry the latter should prevail. 
The nationalization of railways was undertaken not for fiscal, but for economic 
reasons. 

These were the main features of the petition. The petition, together with the 
records of previous deliberations on the question, was brought before the standing 
committee of one of the circuit councils, by which the arguments wore reviewed 
and new evidence introduced. Can these horseshoes bo classed with rod iron? 
Are they an intennediate product? Could not plowshares and other articles 
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demand a like change? What is the relation of the proposed change to the com- 
petition of Swedish iron? Is it true that the manufacture of horseshoes injures 
the craft of blacksmiths? Will it lead to a wider use of horseshoes and conse- 
quently to an improvement of agriculture? Such were the questions which the 
committee considered, and in response to which evidence of individuals and of 
societies was presented and subjected to the most rigid examination by specialists 
of various classes. From the committee the question went, as all (piestions con- 
sidered by the committee do, before the full council, by which the report of the 
committee was revi(nved and the horseshoe problem finallv disposed or. 

In a similar manner both the committee and council deliberated upon a petition 
of the Agricultural Society of Rhenish Prussia to place street sweepings in the 
special class with fertilizers and to reduce rates for shorter distances, because 
sweepings are used only within from 10 to 20 kilometers of the cities. The sweep- 
ings, it was asserted, had considerable value for agriculture, but that the difliculty 
of disp(wing of them had led some (dties, notably Hamburg, to destroy them, thus 
dei)riving agriculture of ji valuable' agent. The composition and value of sweep- 
ings wei't^ examined and compared with other fertilizers now available, and the 
probable (‘ffect on the use of these considered. At the same session of the com- 
mittee the change in time-tables for the sunmuT period was regularly considered. 
Twenty-eight items were presented by the 14 different members, involving the 
time and freqiH*m.y of passenger trains. All jn-opositions which received a 
majority vote in the committee were brought, of course, before the full council. 

In speaking of the composition of circuit councils reference was made to the 
question of rates on coal and coke. One of the railway directories In'cmght before 
the standing committee of the circuit council a (piestion first submitted in a peti- 
tion of th (3 chambt'V (d’ (‘omnierce of Bielefeld and subse(iuently indorsed, either 
in part or (Uitire, by other organizations. The p('tition sought a temporary sus- 
pension of rates ai)piical)le to coke and coal s('nt from the Rhenish mining dis- 
tricts to the Oerman s(!ashore and to foreign countries. The suspension was to 
remain in effect until the inices in the coal market should return to a normal 
h'vel. 

In the c(msideration oi this (pn'stion the railway directory asked the committee 
ami council to deliver an opinion <m <'ach of the following points: (1) Is the level 
of pric('s of cok(' and coal in the Rh(‘nish-Westphalian district an abnormal one? 
(2) How must th(' pri(‘es of (“oke and coal Ik' constituted in order that their level 
may be characterized as normal? (:i) Hhould a permanent or temporary suspen- 
sion of existing frtnght rates on coke and c(»al be recommended in order to effect a 
reduction of prices within the country''' ( 1) What markets and what rates come 
into consid('ration in case of the temi)orary or permanent suspension of the rates 
in (piestion? Shall the rates to foreign countries or also the rates to the seashore 
be changed? (5) What will lie the prob.ible efft^ct of the oroposed suspension of 
rates with reference to the sale and the prict' of coal and coke within the country? 

In both the commitb'eand in t he c«)uncil this problem was thoroughly -dissected. 
Naturally there were differences, Abnormal prices were thought to be prices 
which include an eleimmt of ])rofit out of proportion to the other constituents of 
price. On the one hand, a profit of 40 p('r cent was shown to exist, which, how- 
ever, the exp('rts present at once proved to b(‘ confined to two specially favored 
mines. In computations to ascertain tin* average selling price of coal there was 
a difference of several marks, which calh*d forth the most rigid examination of 
the statistics and other evidence upon whi(di the figures were based. The l ailway 
authoriti('s showed that in 5 yiars the outlay for coal for locomotives had risen 
from ^ to 7 per cent of their total (^xiienses, while coal was still rising, and the 
coal men showed that their cost of production had risen because of advances in 
wages and expenses connected with insurance. It was said that the present low 
rates for the transpcu'tation of coal had been introduced at a time when the coal 
industry had lain prostrate, and tliat now all (ffher industries were suffering from 
the high price of coal, and that this advanci; in freight rates on coal and coke 
would check exportation and force down prices at home. A decrease in exporta- 
tion was deplored by representatives of the German marine. In conclusion , among 
both the advocates and the opponents of the change, the opinion was expressed that 
there was reason for rejoicing in the thorough airing which this question had 
received; that it would lead to a better understanding of actual conditions, and 
that the coal industry would hereafter be more inclined to give due consideration 
to the condition of other German industries. 

We come now to the consideration of a question which, perhaps even more 
forcibly than what has just been related, illustrates the comprehensiveness and 
fair-mindedness with which the railway authorities investigate the problems 
which affect wide economic interests. It is a petition submitted by the minister 
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of public works to the national council for an expression of opinion. The printed 
evidence sent to the council alone covers about 500 folio pages. The problem 
submitted by the minister to the national council was this: Giving due consider- 
ation to the financial condition and the financial interests of the State, is it con- 
ducive to the general economic interests of the country ( 1 ) to introduce special 
reduced rates for all kinds of manures and fertilizers, irrespective of their nature, 
and, if so, what rates? (2) to introduce special reductions, and to what extent, 
for the transportation of (a) potassium salts— without discrimination or only 
“raw salts”— and phosphate; and {b) lime, in pieces or powdered, used for fer- 
tilization? 

This was submitted in October, 1893. During March of that year the Herren- 
haus had passed a resolution requesting the Government to introduce reduced 
special rates for fertilizers, a number of which were specified in the r(*8olution. 
As stated in support of the resolution, the necessity for it lay in a cheapening of 
elementary utilities in order to maintain and promote agriculturi; and to increase 
the receii)ts of the railway from tlie traffic with the interior. The same resolu- 
tion had previously been adopted by the budget commission of the Landtag. 

In response to this resolution the minist(‘r of public works sought information 
from the minister of agriculture, domains, and forests, and all the diffident agri- 
cultural experiment stations as to the occurrence and production of natural and 
artificial manures in different parts of the country, their price and value in use, 
and the nature of their application. Various commissions reported on the prices 
at which different fertilizers could be profitably used on ditt’erent soils. The agri- 
cultural authorities showed where and to what extent these soils existed, and 
elaborate statistics of the railways and manufacturers told liow much had actu- 
ally been consumed. In this lay the vital issue — the capacity of the land to 
absorb profitably artificial manures, and the adaptability of the farmer to si’cure 
them. The national council said that a simple expression of its appreciation of 
the great economic significance of the use of both natural and artificial luaniires 
was not sufficient, but that an exact and conscientious examination of the effect 
of existing rates on th(i widest and most effective use of these was necessary. 
The deliberations of the committee' of shippers, the tariff commission, the general 
conference, and the evidence submitted through the minister of public work were 
all thoroughly sifted by the standing committee of the national council before 
the case went before the full council for its final verdict. 

Marliles, slates, and pencils (!ven have been the object of the most serious delib- 
erations of bodies so larg(' and so dignified as the general conference and the 
national council. A memorial was addressed to one of the railway directories 
by the marbles, slate, and ja'iicil industry of Thuringia, praying for a detarifiiza- 
tion of these articles. The meinorial give.s a detailed account of the manufacture 
of marbles, slates, and pencils in Thuringia, and j)oint8 out the jdaces where it 
meets competition. It gives the cost of production, output, markets, prices, and 
the rates of transportation. The conditions of the laboring population are 
described, and the probable effect of a change in rates on their welfare is anal- 
yzed. (One may be pardoned for turning aside to state that th(^ laborers there 
engaged in the manufacture of slates, although exposed to the danger of com- 
pletely undermining their health, receive often no more than 12 cents for a day’s 
work of 18 hours.) The railway directory to which the memorial was sent 
addressed a letter of iiuiuiry to the manufacturer of slates and pencils in West- 
phalia, whose business would be affected by the competition of Thurin^a, call- 
ing for information on various points relating to this industry. This reply, 
together with the memorial and supplementary material, was submitted, through 
the minister of public works, to the national council. 

One can not read these documents without being impressed with the sincere 
desire of the railway authorities to do justice to all competitors and at the same 
time to make such changes as will better the conditions of people like these 
laborers in Thuringia. Whether or not the benefits arising from a change in 
rates would really accrue to these peoide was most carefully considered. The 
material submitted for consideration in deciding this (luestion, as in case of the 
preceding questions, furnished evidence on every point which was raised. The 
moderation with which the petitions are drafted, the hi^h plane upon which the 
debates are carried on, the tnorough conscientious and Judicial mindedness with 
which the ar^imeiits are balanced in reaching a decision, all manifest a tone not 
unlike that of the decisions of our best courts of justice. 

Summai'y and remarks.— Pinmia. began with a general law. In this respect her 
history is the direct opposite of that of our States. Treating this general law as 
a nucleus, legislation, royal and ministerial orders and rescripts, and custom have 
developed two distinct groups of railway administrative organs, each represent- 
ing distinct sets of interests, yet both working cooperatively. On the one hand 
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we have a group of organs which represents railway interests in particular and 
wliich takes the railway point of view. The minister of public works, the railway 
directories, the general conference and tariff commission, and the Society of G-er- 
man Railways fall into this group, although the two latter stand in a measure on 
the border line, and of them are none confined exclusively to railway interests. 
Legal responsibility is fixed in the first two. On the other hand, we have the 
national and circuit coimciks with their standing committees and the c.omniittee 
of shippers. These primarily take the social and economic point of view. They 
are not legally responsible for the conduct of the railways, but act as advisory 
bodies. They represent all the different interests of the nation , and through them 
every citizen has not only an opportunity but a right to make his wants known. 

The marble and slate industry of Thnringen is relatively insignificnint. yet of 
vital importance to the inhabitants of that section of the country. We have 
seen how complete an examination the petition of these people received at the 
hands of the highest authorities of the land. A fair and prompt lu'aring can be 
denied to no man, rich or poor. The railways are made real servants. All the 
administrative, legal, and advisory bodies are organically connected with one 
another and with the Parliament. The lines may be drawn taut from above as 
well as from below. The elaborate system of local ollie(‘s makes the system dem- 
ocratic, and the cabinet office and the directones give it tin; necessary (*enti'aliza- 
tion. The system presents that unii,y which a great busiTiess iHHpiires. on the one 
hand; and, on the other, that ramiiic.ation and elasticity which the diverst) and 
manifold interests of a gr(‘at nation need for their growth and expansion. 

In the formation of the coumnls the elective and tlie appointivt) elements are 
so well proportioned that it is impossible to “pack’* any one of them. In this 
resi)ect ('acn body is a check on the other. It is (‘asy to reproach the system with 
“bureaucracy,” but to give adequate support to smdi a stigma would bo an 
impossible task. W e need only recall tin* analysis of the membership of one of the 
councils. Farmers, dairymen, tishernu'ii. foresters, traders, niim'rs, manufac- 
turers— the long array of human professions have here their representatives. 
One representative may sha])e his vicnvs ace<'>rding to sonu' particular philosojdiy 
of the State, Another will at onc(‘ rest oiv the balance by presenting the oppo- 
site. One member may make extrtuiie statenamts about some branch of trade or 
imlustry. Another will furnish ('xact information for its refutation. I doubt 
whether we can find anywheri' in the world deliberative or administrative bodies 
in which the tone and tlu' many sidedness of tb(> proceedings, tin' amount and 
variety of special knowledge* disiilayed, and tlu‘ logic of the debates prf'sent more 
points of excellence than in thes(‘ councils and other bodies. 

If from the point of view of the railways nothing should come ot tlu^se pro- 
ceedings— a most violent, assumption— the infoi-mation brought together would 
alone make them invaluable. No investigating committiH' of Congress oi* legis- 
lature ever had a bid ter array of talent in every field at its disposal and under its 
control as is found in one of tlu'se councils or commissions. 

It is not my purpose here to present new schemes, or to suggest ways and 
means by which existing institutions of our own country might l)o modified to 
perform similar functions. But let me ask whether, if our coal and iron industry, 
or fruit and cattle raising, or any other industry, w('re to receive an examination 
like that given to the Rheni.sli coal and coke industry, many things might not bo 
different from wliat they now aieV Imagine a well-organized assembly whoso 
members c-oiild speak for the railways, for wheat and cattle, for fruit and sted, 
for forests and for mines, and is it not iirobable that the effects anticipated in the 
circular letter of fiST) would mak<‘ themselves felt also in the United States? 
Both our railways and the pnhlic have ri'peatedly gone to extremes because 
neither understood the other. A system like the Prussian reveals the railways 
to the public and the public to the railways. It tends to remove blind prejudice 
and violent measures on both sides. By reflecting accurately the exfisting condi- 
tions, these conferences lead to tolerance, forbearance, and mutual concessions. 
The conclusions reached often have as salutary an effect on industrial situations 
as suspended judgments of our courts on defendants. It would bo difficult to 
find in Prussia to-day, among the representatives of any class or interest, objec- 
tions to the entire railway system which are not relatively insignificant. Both 
the public and the railways have gained more and more as the system has 
developed. , . « 

It will doubtless have been noticed that in the discussion of the council pro- 
ceedings the decisions and their effect were not stated. It was my purpose 
simply to show the nature of the councils, and either a negative or an affirma- 
tive vote would throw no additional light on the problem. Without a full presen- 
tation of local details it could mean little to^ ^te that the council voted to 
pl^e sweepings into the special tariff with fertilizers. 
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Ainoiift' tho questions oontained in letters sent out to railway presidents and 
other officers were the following: 

“What, in your .iudgment, are the elements of strength and of weakness in 
American railway charters? ’’ 

“ What provisions should a model railway charter of the future contain? ” 

In most instances these letters were answered by the officers addressed. In a 
number of cases they were referred for reply to counsellors or other officers. 

The extracts given below are representative of the replies received. As a class 
the railways represented belong to the important systems of the continent. It is 
probable that nothing of vital importance touched upon in any letter received is 
not reflected in the expressions (luoted below. 

“ In a general way, I should say that an important point would be gained if all 
railroad charters were issued under general laws instead of specific legislation for 
each charter, and uniformity between laws of the States be brougdit out as far as 
practicable. This would avoid the creeping in of many faults which got out under 
special legislation.'* 

W. G. Raoul, 

rremlent The Nexican Nat, R. R. Go. 
******* 

“ In my judgment, there should be some iirovision in each State that would make 
it imposvsible for speculative roads to be built. By speculative I mean that class of 
roads that are organized for the purpose of crippling an already existing road in 
the hope of so annoying the property already in the flbld tliat in self-defense they 
pay a good round price in order to get rid of a competitor when the original line 
is serving the public well and a paralel line would probably wreck the stronger 
line. I think it is the history of railro.ads that the weaker can pull down the 
stronger." 

W. J. Carpenter, 

Pi'cnifleut GMcacfo and Ea.'itrrii Illinois Railroad Company, 

* ****** 

“ Personally, I believe that the time has come when future railroads should be 
built under the supervision and control of some State board, and that the laws 
should be such that they could not be overcapitalized and no roads should be 
built to parallel another road alreadv in existence, unless it could be proven that 
the business in the temtory through which the new road was to run was suffi- 
cient to justify and make a paying investment on a legitimate amount of capital 
invested.” 

R. S. Kaylor, 

Commissioner of Railroads and Telegraphs, Ohio. 
******* 

“ The general incorporation laws of this State seem to be fairly well adapted to 
our condition and situation, and, while affording ample protection to the interests 
of the State, they are sufficiently liberal to encourage the organization and suc- 
cessful operation of railway companies. 

“ Under the constitutions of this State railway companies are subject to legis- 
lative control.” 

Thomas Burke, 
Counsellor, Seattle, Wash. 

* ’ * * * * * * 

“All railroads in the State are operated and controlled under the provisions of 
a general railroad law. No special charters have been granted railroad companies 
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since 1865, the constitution of the State prohibitiiiff special legislation of any char- 
acter. There are 2 or 2 charters granted prior to 1865, and which are still in exist- 
ence, hntthe comnanies comply with the provisions of generallaw. Theoporation 
and control of railroads of this State are satisfactory, and there seems to h(^ no 
good reason for changing the present status regarding these matters.” 

jAMIiS Ha 11 DIN a. 

Commissioner of Railroads, Missouri. 
******* 

“ If it he intended to effect an improvement in the incorporation acts of the 
individual States, T can think of no greater improvement than a uniformity of 
such laws in all the States, so that a e.orporation would not come under different 
laws at the crossing of every State line.” 

J. B. Redfieli), 

Assistant Seeretar]! Chicago and, Nortinresfern Railroad Compauy. 
******* 

“ I Jim frank to say, however, that I believe the best thing possibh' for owners 
of railway enterprises— and hence for their projierty— as well as the bi'st lor the 
people at large will never have been done until all tlie grt'at liiu's doing a through 
business shall have come under the control substantially of a single organization, 
for until then there will alw.ays be bickerings. j(‘alousi('H. ratti cuttings, r(d)ato8, 
and drawbacks of all kinds and unjust discriminations in favor of })arti(‘ular 
patrons, and a host of other evils too numerous to mention. Under oih' organiza- 
tion, which would mean one broad general policy, the charging ot gr(^Hter ratios for 
a short than for a long haul would not be, as it were, a necessity ()f tin' situation, 
excepting perhaps where the road c.ame into dii^'ct conipetition with water line.s; 
everybody would be charged the same price for tin' same transportation, and the 
saving in the expense of management would be enormous. I belit>v(^ that 
$100,000,000 would hardly pay the additional (*xpense entailed by the expenditures 
made in New York for railroad offi(;('s,eniployces,('tc., which are inadc! in'cessary 
under the present system in order to solicit and compi'te for business for the dif- 
ferent railroads, involving an enormous aggn^gate for ri'bates, and an enormous 
loss on account of rate cutting, which does not help tlu* public at large, but is 
wasted in incipient and constant warfare. As it is to-day, a man who has 10 
carloads of freight to ship will be sought by imtbahly 20 nu'u on the average from 
different railroad offici's, who in th(‘ir sciambUi for tlu' business are almost sure 
to cut the rate to the disadvantage and detrina'iit of the vast body of shi])p(‘rB— 
especially the smaller ones— who should by right hayi^ precisc'ly the same privi- 
leges and opportunities that fall to the lot of .some favored man who has largo 
enough shipments t(j make and to .attract the cupidity of tlu' various carriers.” 

U. P. HJ'NTINOTON, 

Rresid<}i( Soidheni Raeilir Radmtjj (U)mp(fny. 

# * * « * * * 

“Answering your letter of July ll,w'e have to say that railroad comp<ani«'S are 
organized in tliis State under tin* gi'iieral incoi’iioraiion laws of the State. No 
special charters are permitted by the constitution of the State. By the terms of 
the constitution the legislatun* re.serves tla* right to regulate' railway tran8])orta- 
tion and to prescribe reasonable maximum rates wliich transportation companies 
8h(nild charge for freight and passeng(‘rs. Tln^ constitution also gives the legis- 
lature power to require by law that railway companies shall interchange c-ars and 
transport products in bulk from one jioint in the State to another point in the 
State. The legislature, however, has not passed any law to make this provision 
of the coiLstitution eff(?ctive. The only fiscal limitation on railway corporations 
in this State is that tliey should not issue bonds to more than twice tiieir capital 

“ Foreign corporations have the same rights in this State as local corporations, 
upon complying with the law which recpiires a foreign corporation to file its 
articles and appoint an agent upon whom service of process can bo made. * # * 
We think that a defect which should be corrected in all railway law now existing 
is the want of uniformity. Modern railways are the means of carrying on inter- 
state commerce, whether the physical property bo located within one State or 
more than one. Any State legislation which assumes to affect transportation 
within the boundaries of a State necessarily has its effect upon interstate busi- 
ness For this reason we do not think it would bo any stretch of the spirit of 
the Constitution of the United States to place the whole transportation business 
of the country under a Federal law which would be uniform throughout the 
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country and would exclude local legislation by the several States. Such a uniform 
law providing for uniform regulation and control by a commission having judi- 
cial powers would in our judgment go far toward relieving transportation com- 
panies of many of their difficulties, and at the same time ^ving better service to 
the public. Under authority of such commission competition and pooling could 
be controlled, better service given to the public and at cheaper rates, while the 
stockholders would receive more regular dividends, and would be protected 
against wild-cat financiering. ” 

Crowley & Grossctjp, 
Coumrlorft, Tacoma, Watih. 

■X- it * * * x- -x- 

“Under pr<‘Kcnt rf»nditions in tlu; United States, the issuance of charters by 
each State is, it seems to me, pernicious in its results. The laws of the different 
States vary considerably, but in the most of them a charter can be secured for a 
small fee. This, in my judgment, has resulted in many blackmailing schemes, 
and has probably resulted in more railroad bankruptcies in this country than from 
all other causes combim‘d. 

“In my opinion (‘.barters should only be issued by the Federal Government, 
except for street railways and such enterprises as are known to be absolutely local 
in their sidiere of opj'rations. To accomplish this result will, no doubt, be very 
difficult while the doctrine of State rights is so firmly held by many people. 

‘ ‘ This, it seems to me, ought not to stand in the way of a discussion of what ought 
to be accomplislu'd. My view is that. a commission, the members of which are 
appointed on the sanu! basis as the meiiibers of the United States court, should 
constituto a body before which all applications for railway charters should be 
lai(l. This commission should be nonpolitical in its character, and composed of 
civil engineers, lawyers, and men of bUvsiness (pialifications, limited to say 5 in 
number, and charters for railroads should only be issued on the recoinmenclation 
of this commission followed by legislative (mactments. 

“ Some new method for the issuance of charters is certainly very necessary, not 
only in the interests of inve.stors, but also in the interests of the people, as the 
present practice has resulted in the building of many cheap and unnecessary rail- 
ways, which have much increased the expense of transportation over what it 
would have be(‘n had the railways constructed been built on stri(‘t recpiirements, 
necessary attention having been given to securing a line of the least expense in 
operation, which, in most cases, has been grossly disregarded. The result is that 
the i)eople have to support these railways, improperly built, and therefore incur 
an enormous tax which might have been avoided uinler judicious governmental 
supervision.” 

A . A . Rorinson, 

Pr('f<i<ho(t McHcaa Vodral Railway Com.paini. 

* X * X- * * * 

“I think the only addition T would make to what he (Mr. E. W. Meddaugli — 
see next (piotation) suggests is that th(^ cliarter should .provide somewhat in 
detail as to the character of the road that should be built; in other words, should 
specify the alignment, curvature, width of embankments, maximum gradients, 
character of masonry, bridges, number of ties per mile, weight of rail, and char- 
acter of crossings over highways, whether lev(d, overhead or subways, and the 
same as to intersections of (jther railway lines, all of which should be in accord 
with the specifications presc.ribed by the board of railroad commissioners for the 
State, or other board vested with such authority. This would prevent, more 
than any other provision that could be enacted, the l)uilding of superfluous and 
unnecessary lines not demanded by public necessity, but built for purposes of 
sjieculation and blackmail —.soim'thing which has in the past jirevaileci to a great 
extent and which is responsible for the competition and unremunerative rates 
prevailing on many of the railways of the United States.” 

Charles M. Hayes, 

General Manager Grand Trunk Jiailroad System. 

•x- * * * » # «• 

“The ‘ elements of weakne.ss ’ in American rail wav charters are more numer- 
ous than the ‘ elements of strength.’ Very few special charters have been granted 
within the last thirty years. Railway corporations which have come into being 
within that period have been organized under general incorporation acts, and are 
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subject to constitutional or statutory provisions reserving to the legislaiurt^ ilie 
power to amend, alter, or repeal. This reservation deprives the (corporation, in 
some degree, of the contract immunity from legislative interference. However, 
even with this reserved power, there is a limit beyond which the legislature can 
n^t go. Unreasonable rates of transportation can not be prescribed. The legis- 
lature can not interfere with or control the corjKwation in the managc'mt^iit of its 
affairs not affecting the safety, healtk, or reasonable convenience of th(^ nnblic. 
Whether or not a legislatively prescribed rate is reasonable is a judicial ques- 
tion, and the carrier may always have recourse to the courtsforits detennination. 
But the test of reasonableness is not fully settled. 

“And so it may contest the validity of any h^gislative act touching the manag('- 
mentof its internal affairs. But her<;, too, there is uncertainty. TIk' boundary 
lino between matters of such public conc(*rn as to warrant legislative interfer- 
ence, and matters of which corporation has ('xclusive right of control, is not 
clearly defined nor easily definable. 

“ The almost unlimited taxing power of the St ates und(>r these general acts of 
incorporation as respects railway property is, perhaps, the most to be fearjul in 
the future. The power has been abused in most of tla* States, and the manifest 
tendency is every wh(‘ro to impose on railroad propcaty a gradually jncr(nising 
portion of the common public burden. Miis policy is. of course, popular with 
the people, as the higher the tax on railroads the low(‘rtl)e tax on other property, 
and the legislators represent their c.onstitueiits. If there exists any judicial 
remedy for tliis it is not apiiarent. 

“ Now railroad prcjperty difft^rs from other propi'rty in that it is devoted to the 
service of the public'. A railroad once built niiist remain and Ix' oi)erab‘d so long 
as it will pay operating expenses, even thougli its owners nevtT realize $1 on their 
investment. 

‘‘Kates of transportation maybe fixed by tiie h^gislature. Th<\st‘ conditions 
would justify, if they do not in ju.sticed(!mand, conskleralion by llie Government 
in prescribing a system of railway taxation. Under existing methods Iho public 
tidc(> toll at both ends. Thtjy get low rates of transportation and a high rate of 
taxation— both through k'gi.dation. 

“A mcxlel railway charter would irrevocaldy fix tlu* peiyentage on the capital 
investment. which a railway company should rc'ceive from its earnings— thus pre- 
scribing a limit to legislative curtaihiKUit of rates. It would defiiu', as accurately 
as well-clioseii general language can, the boundary line between legislative right 
of interference with or control of the busin(*ss and the corporation's right of 
exclusive management. Something helpful can l)e done in this direction, I am 

“ It would jirescribe a dofinib^ basis of taxation, having nderenco to the excep- 
tional character of the property and the fact of its iwrmaneiit dedication to the 
public use, and this basis would b(‘ irrevocable. 

Finally, it would make the issuance! of a fr('i' ])ass or the gratuitous transporta- 
tion of property caiuse of forfeiture of the' chartc'r." 

E. W. Meod.woh, 

Solicitor (iVKud Trunk Hodwaij System, 


“But my idea of the charter for a railway would be that every jioiiit which 
might possibly arise in the future should be definitely determined in the charter, 
such as power of eminent domain, the privikiges attached to the use of water 
from streams or artificial ponds, with condemnation of lands for such uses if nec- 
cessary; also the right to use any mateu-ial on the right of way at any point on 
the line where it might be needed, with the rates and tares for freight and passen- 
ger traffic fixed, or at least a minimum fixed, so that no luture legislature or rail- 
way commission could interfere therewith. Whether such a charter as this could 
be obtained from any legislature in the United States I very much dotibt, but a 
charter with such provisions would bo to my mind much better than to leave the 
railways to the mercy of succeeding legislatures or railway commissions.” 

C. J. Ives, 

President Burlington, Cedar liitpuh and Northern Railway. 
#*■»**’*■* 

“ In reply to your question, I would say that the elements of strength in Ameri- 
can railroad charters rested, for many years, on the well-known Dartmouth Col- 
lege case but that decision has been frittered away by the courts and belittled by 
Federal and State legislation to such an extent that there is little left of it, and 
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to-day the weakness in American railroad charters is that, as contracts, they seem 
to hind the corporations without binding the States which granted them. 

“To my mind the ideal charter would be one which, whatever its provisions 
might be, should state them clearly, and forever equally bind both the State and 
the coiqxiration to their fulfillment.” 

Stuyvesant Fish, 

President Illinois Central Railroad Company. 
******* 

“I may add that the railroads of this State, under its general railroad laws, 
which are subject to alteration, amendment, or repeal at any time, luive rec’eivcd 
reasonaldy fair treatment at the hands of tlie legislature. While the transporta- 
tion facilities, with respect to territory and population, are very extensive by rail 
in comi)arisnn with other places, as well as by water, the railroad transnortation 

companies of this State have been very unprofitable investments. Tire 

company, under its special charter, is practically the only railroad which has not 
been a losing venture. It has never defaulted,* a, nd has paid interest and small 
dividends upon the very reasonable amount of its bonds and capital, and by virtue 
of the arrangement which it has made for the operation of other lines, under the 
general railroad law, it has conducted their operations and unquestionably saved 
several of them from bankruptcy. The industries of the State have grown, and 
there have been but few complaints from shippers. 

“With respect to the portion of the State .served by this company, operating 
under its charter, whether by reason ot the fact that it is the most fruitful and 
populous tenntory reached, or whether by reason of the facilities extended by 
the company, it is cei tain that this portion of the State has excelled the rest in 
the increase of population and value of property.” 

Henry Russell, 

Connsellor. MiehUjan Central Railroad Company. 
******* 

“ The railroads in this Commonwealth have very little more power than ordi- 
nary business corporations, tlu' right ot eminent domain being the most imj^)()rtant, 
and that exercised under very rigorous restrictions. All railroads in this State 
are now subject to the geiu'ral laws and are under the|Supervision of a board of 
railroad commissioners, of which the power is very plenary. The general law 
in reference to Massachusetts j-ailroad corporations and the powers of the rail- 
road commissioners are set out in chapter 112 of the Massachusetts Public Stat- 
utes and the amendments thereto contained in the acts from 1882 to 1899. In 
addition to this chapter, railroads are subject to .section 8, chapter 195 of the Pub- 
lic Statutes, which makes every act of incor})oration subject to amendment, alter- 
ation, or repeal, at the pleasure of the general court. In view of these general 
laws the original charters under whicdi these railroads are operated are of little 
or no material value. TIk' incorporation, organization, laying out of route, issu- 
ing of stock, exercise of (uninent domain, rates of fares, and all the smaller details 
of raili’oad operations are provided for in the general statute applicable in all 
cases, 

“In the original charters of at least two of the railroads organized here, a 
right in the State to purchase the railroad at any time for the amount of invest- 
ment with 10 per cent a year added was reserved. This, however, is superseded 
by a general right to take posses.sion of any railroad in the State reserved to the 
Commonwealth in sections 7 and 8 of the aforesaid chapter 112.” 

Lucius Tuttle, 

President, Boston and. Maine Railroad Company. 

# * # # * * * 
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PREAMBLE AND DESDRIITION OF A PART OF THE ROUTE FROM 
A NEW SOUTH WALES CHARTER. 


AN ACT tn authorize the eonstruction of an extension of (lie railway eonimonly known ns the liose- 
liill RiiiUvay. in lliree sections, from a ixant about 9 chains 7r> links from tin' northern end of the 
Ilosehill station platfonn, crossing th(‘ I’arrainatta River, traversing the dislriets of H\(lalim're, 
I'ennant FIills, Dunclas, and Castle Hill, and ternumiting at Dural. (Assented to KUh June, 1H9S.) 

WIktinih Benjamin Crispin Simpson, of Sydney, in the Colony of Now South 
Wtilos, civil oii^jfineer, beinpf the present proprietor of the railway from Clyde 
station to the Parramatta River, known as the Rosehill Railwjiy. is desirous of 
emistniclTng tin extension of such railwtiy in three sections, from a point about 
nine cliains soventy-fivo links from the northern end of the Rosehill station plat- 
form; tlien crossing the Parramatta River; then traversing the distrki.s of Rydal- 
niere, Pennant Hills to a point north of the Pennant Hills road, being three miles 
twenty-eight cliains from the starting point, and Ixing the first section of the said 
extension: thence traversing Dundas and Castle Hill to a point in the district of 
Castle Hill live miles twiiiity-four chains from tlie end of the first section, being 
the second section of the said extension; thence to a further point in the district 
of Dural three miles forty-one chains or thereabouts from the termination of the 
second section, being the third section of the said extension; such railway to run 
through certain private lands and certain streets described in the schedule annexed 
lu'i'eto: And whereas it is desiri'd to construct such railway extension for the 
pui’iiose of making the Rosehill Railway of greater use, and for the further pur- 
pose of opening up a moat f(Ttile and valuable district now without railway 
facilities, and of giving better access to the inhabitants thereof and the public 
geiK'rally to Sydney and surrounding country: And whereas the increased facil- 
ities of communication and traffic whhdi would result from the construction of 
the said iiropostsl railway extension would be for the public convenience and 
bemffit, and it is desirable to authorize by le,gislative. enactment the construction 
and maintenance of the said proposed railway extension subject to the provisions 
lu'reinafter contained: Be it therefore enacted by the Queens most excellent 
majesty, by and Avith the advice and consent of the legislative council and legis- 
lative assembly of New South Wales in parliament assembled, and by the author- 
ity of the same, as follows: 

DICSCKIDTION OF A PART OF THE ROUTK OONTAINKI) [N A PRIVATE RAII.WAY 
CHARTER OF NEW SOUTH WALES OF 189;]. 

The schedule.— First par/.— Commencing on the Rosehill Railway at a point 
about nine chains S(werity-five links from tlie northern end of the Rosehill statifm 
platform; thence in a northeasterly direction across the land enclosed for the said 
railway and belonging to the said Benjamin Crispin Simpson; thence bearing 
northeasterly through the property believed to belong to the Rosehill Racecourse 
Company to a road called South avenue; thence across that road bearing north- 
easterly to the southern boundary of land believed to belong to Septimus Alfred 
Stephen, and believed to be leased to Charles Edward Jeanneret for a tramway 
line; thence across the said leased land bearing northeasterly to a road called 
North avenue: thence across the said road bearing northeasterly to lands believed 
to belong to Robert Hudson bearing northerly to the western boundary of a 
reserved road; thence curving to a northeasterly direction along such road to the 
southwestern boundary of lands believed to belong to William L. Ferris and I. 
Ferris; thence in a northeasterly direction across the said lands to the southeni 
bank of the Parramatta River; thence in a northeasterly direction across the said 
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Parramatta River to the Routhern boundary of lauds believed to be dedicated by 
by the Government for an asylum for the insane; thence across the said lands in 
a northeasterly direction to their eastern boundary; thence in a northeasterly 
direction through lands believed to belong to the trustees of Subiaco Convent to 
the southern boundary of a street called Victoria street; thence in a northerly 
direction across the said street to its nortliern Ijoundary; thence in a northerly 
and northeasterly direction through lands believed to belong to the trustees of 
Subiaco Convent to the western boundary of land believed to belong to Jonathan 
Wooster; thence in a northeasterly direction across the said lands to the southern 
boundary of a road called Kissing Point road; thence in a northeasterly direction 
across the said road to its northern boundary; thence in a northeasterly direction 
across land bi'lieved to belong to Robert M’Cann to its eastern boundary; thence 
in a northeasterly direction through land believed to belong to G. M’Killop to the 
western boundary of a reserved road; thence in a northeasterly direction across 
the said road to its eastern boundary; thence in a northeasterly (curving to a 
northerly and northwesterly) direction through lands believed to belong to Neil 
Harper to the western boundary of a road believed to be called Adderton road; 
thence in a Tiortherly direction across the said road to its eastern boundary; thence 
in a novthei ly direcdiou through land believed to belong to George Hodge to its 
eastern boundary; thence in a northerly <lirection through lands believed to belong 
to Charles R. Mobbs to the eastern side of the road; thence curving to a north- 
easterly direction along the said road and through land believ('d to belong to Neil 
Harper, and also through land believed to belong to Enoch Smith to the eastern 
boundary of the ssid road; thence curving to northerly and northwesterly direc- 
tions through lands believed to belong to Charles W. Mills to its northern bound- 
ary; thence in a northerly and northwesterly direction through lands believed to 
belong to Frederick C. Cox to its eastern boundary; thence in a northeasterly 
direction across land believed to belong to William Cox to tlie southern boundary 
of a r(jad called Pennant Hills road; thence in a northeasterly direction across the 
said road to its northern boundary; thence still in a northeasterly direction across 
land believed to belong to Frederick C. Cox to tiie southern boundary of the road: 
thenc(^ across the said road in a northeasterly direction to its northern boundary: 
thence bearing northeasterly across land believed to belong to Edwin Harris, and 
terminating at a point in the said land three miles twenty-eight chains distant 
from the point of commencement of the first section hereinbefore deseiibed. 
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ALABAMA. 

Art. XV7 .—Corporation^.— Private cor j)orat ions.— Railroads and canals. 

Sec. 21. All railroads and canals shall be public highways, and all railroad 
and canal companies shall be common carriers. Any association or corpor i- 
tion organized for the purpose shall have the right to construct and operate a 
railroad between any points in this State, and to connect at the State line wit’i 
railroads of other States. Every railroad shall have the right with its road t ) 
intersect, connect with, or cross any other railroad, and sh^l receive and trans- 
port each the other’s freight, passengers, and cars, loaded or empty, without 
delay or discrimination.” 

Sec. 22. “ The general assembly shall pass laws to correct abuses and prevent 
unjust discriminations and extortion in rates of freights and passenger tariff on 
railroads, canals, and rivers in this State.” 

Sec. 23. “ No railroad or other transportation company shall grant free passes 
or sell tickets or passes at a discount other than as sold to the public generally, 
to any member of the general assembly, or to any person holding office under this 
State or the United States.” 

Sec. 25. “No railroad, canal, or other transportation company, in existence at 
the time of the ratification of this constitution, shall have the benefit of any future 
legislation by general or special laws, other than in execution of a trust created 
by law, or by contract, except on the condition of complete acceptance of all the 
provisions of this article.” 

Art. XI.— Taxation. 

Sec. 6. “ The property of private corporations, associations, and individuals of 
this State shall lore ver be taxed at the same rate.” * * * 

“ Law requirlnff auditor to asses-s and collect (axes on the roadbed and rolling stock of railroads, 
and relieving these items from county taxation was valid.”— M. & G. R. Co. v. Peebles, 47 Ala., 317. 

ARKANSAS. 

Art. XIL—* Municipal and private corporations. 

Sec. 1. “All existing charters or grants of special or exclusive privilege under 
which a bona fide organization shall not have taken place and business been com- 
menced in good faith at the time of the adoption of this constitution shall here- 
after have no validity.” . , . i. . 

Sec. 2. “The general assembly shall pass no special act conferring corporate 
powers, except for charitable, educational, penal, or reformatory purposes, where 
the corporations created are to be and remain under the patronage and control of 

the State.” , uni. 

Sec. 6. “No county, city, town, or other municipal corporation shall become a 
stockholder in any company * * * or obtain or appropriate money for or 
loan its credit to any corporation.” * * ^ , 

Sec 6 “Corporations maybe formed under general laws, which laws may, 
from time to time, be altered or repealed. The general assembly shall have the 
power to alter, revoke, or annul any charter of incorporation now exising and 
revocable at the adoption of this constitution, or any that may hereafter be cre- 
ated whenever, in their opinion, it may be injurious to the citizens of this State, 
in such a manner, however, that no injustice shall be done to the corporations,”— 
(See Ry. v. Gill, 54-101.) 

16a 63 
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Sec. 7. “ Except as herein provided, the State shall never become a stockholder 
in, or subscribe to, or be interested in, the stock of any corporation or association.” 

Art. XVII. — Railroads, canals, and turnpikes. 

Sec. 1. Identical with section 21, Article XIV, Alabama. 

Sec. 3. All individuals, associations, and coi'porations shall have equal right 
to have persons and property transported over railroads, canals, and turnpikes, 
and no undue or unreasonable discrimination shall be made in charges for, or in 
facilities for, transportation of freight or passengers within the State, or com- 
ing from or going to any other State. Persons and property transported over 
any railroad shall be delivered at any station at charges not exceeding the charges 
for transportation of persons and property of the same class in the same direction, 
to any more distant station. * * * 

Sec. 4. The leasing, control, consolidation, or purchase of a parallel or compet- 
ing line forbidden. Officer of one road can not hold office in such lines. Ques- 
tion as to what is competing or parallel lines to be decided by jury, as in civil 
cases. 

Sec. 5. No officer, president, director, agent, o^ employee of any railroad to be 
interested, directly or indirectly, in fumisning materials, supplies, or business to 
company. 

Sec. 7. The general assembly shall prevent by law the granting of free passes, 
by any railroad or transportation company, to any officer of this State, legislative, 
executive, or judicial, 

Sec. 8. All charters held subject to constitution, and no amendment of charter 
or special law for benefit of corporation to be passed unless so held. 

Sec. 9. General assembly can take property and franchises of incorporated 
companies and subject them to public use, the same as property of individuals. 

Sec. 10. General assembly to pass laws to correct abuses and prevent unjust 
discriminations. Penalties and forfeitures to be provided. 

Sec. 11. Rolling stock and all other movable property to be considered per- 
sonal property. 

Sec. 13. Annual reports to be required. 

ARIZONA. 

The organic code contains no provisions on railways. 

CALIFORNIA. 

Art. XII. — Corporations. 

Sec. 1 . “ Corporations may be fonned under general laws , but shall not be created 
bv special act. All laws now in force in this State concerning corporations, and 
all laws that may hereafter be passed pursuant to this section may be altered 
from time to time or repealed.” 

Sec. 7. “The legislature shall not extend any franchise or charter, nor remit 
the forfeiture of any franchise or charter for any corporation now existing, or 
which shall hereafter exist under the laws of this State.” 

Sec. 8. State can use property of corporations for public use same as that of 
individuals. 

Sec. 17. Same as section 21 of the constitution of Alabama, and section 1 of that 
of Arkansas. 

Sec. 18. Same as section 5, Article XVII, of constitution of Arkansas, with the 
addition “except such interest in the business of transportation as lawfully flows 
from the transportation of stock therein.” 

Sec. 19. Free passes and discounted tickets forbidden. Penalty: Forfeiture of 
office. 

Sec. 20. Pooling forbidden. If rates are reduced for purposes of competition, 
the same shall not be raised “without the consent of the governmental authority 
in which shall be vested the power to reflate fares and freights.” 

Sec. 21. Same as section 8, Article XII, Arkansas. 

Sec. 22. State divided into three sections, according to population. One railroad 
commissioner for each section, elected by the people lorfour years. Have powerto 
establish rates for transportation of passengers and freight. Same to be published. 
Examine books, records, etc.; and may issue subpoenas; hear and determine com- 
plete; punish for contempt of orders “in the same manner and to the same 
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extent as courts of record;” shall prescribe uniform system of accounts. Diso- 
bedience of orders of commissioner punished by fines not to exceed twenty thou- 
sand dollars. Agent or employee receiving fates in excess of those fixed fined five 
thousand dollars or one year in county Jail. Legislature can extend power of 
commissioner. 

Sac. 23. Divides State into districts. 


COLORADO. 

Art. XV. — Corporations. 

Sec. 1. All special charters granted, but under which business had not begun, 
not valid after adoption of this constitution. 

Sec. 2. No charter of incorporation shall be granted, extended, changed, or 
amended by special law, except for such municipal, charitable, educational, penal, 
or reformatory corporations as are or may be under the control of the State; but 
the general assembly shall provide by general laws for the organization of corpo- 
rations hereafter to be created. 

Sec. 3. Identical with last eleven lines of section 6, Article XII, Arkansas. 

Sec. 4. Almost identical with section 21, Article XIV, Alabama, with the omis- 
sion of last phrase “ and transport,” etc. 

Sec. 5. Same as section 4, Article XVII, Arkansas, but referring to consolida- 
tion only. 

Sec, 6 . Identical with section 3, Article XVII, Arkansas, up to “Persons and 
property transported.” 

Sec. 7. Benefit of future legislation denied until acceptance of provisions of 
constitution filed, in binding form. 

Sec. 8 . Identical with section 9, Article XVII, Arkansas. 

See. 15. Unlawful for any corporation “ to require of its servants or employees, 
as a condition of their employment any contract * * * whereby such person, 
company * * * shall be released from liability * * * on account of 
injuries while in the service of such company.” * * * 

CONNECTICUT. 

Amendments, Article XXV : “ No county, city, town, borough, or other munici- 
pality, shall ever subscribe to the capital stock of any railroad corporation, or 
become a purchaser of the bonds, or make donations to, or loan its credit, directly 
or indirectly, in aid of any such corporation;” debts contracted prior to adoption 
of this amendment not affected. 


DELAWARE. 

Art. Ylll.— Revenue and taxation. 

Sec. 8. County or municipal aid to private corporations or persons prohibited. 
Art. IX.— Corporations. 

Sec. 1. No corporation shall hereafter be created, amended, renewed, or revived 
by special act, but only by or under general law, nor shall any existing corporate 
charter be amended, renewed, or revived by special act, but only by or under 
general law. * * * Charters forfeited for violation of law. 

Sec. 2. Acceptance of constitution by corporations necessary before charter can 
be renewed or amended. 

Sec. 6. Each shareholder entitled to one vote in elections for directors or 
managers. 

FLORIDA. 

Art. IX.— Taxation and finance. 

Sec. 7. State aid by means of taxation to corporations forbidden. 

Sec. 10. State credit not to be pledged or loaned to private corporations; State 
not to become a stockholder. City, county, borough, township, etc., also forbid- 
den to aid such corporations. 
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Aet. XYL^Miscellaneom. 

Sec. 30. “ The legislature is invested with full power to pass laws for the cor- 
rection of abuses and to prevent unjust discrimination and excessive charges by 
persons and corporations engaged as common carriers in transporting persons or 
property, or performing other services of a public nature, and shall provide for 
enforcing such laws by adequate penalties and forfeitures.” 

Sec. 31. Free passes and discounts of fares forbidden to members of legislature 
and State officers. 


GEORGIA. 

Art. IV. Section S. Regulation of corporations. 

Sec. 1. Railroad tariffs. Assembly given right to regulate freight and passen- 
ger tariffs and to fix penalties for violations of regulations. 

Sec. 2. Right of eminent domain retained over corporation property. 

Sec. 3. Charters revived or amended become subject to the constitution: * * * 
“ Provided, That this section shall not extend to any amendment for the purpose 
of allowing any existing road to take stock in or aid in the building of any branch 
road.” 

Sec. 4. The purchase of stock of one corporation by another for purposes of 
decreasing competition can not be authorized and all such contracts declared void. 

Sec. 5. Rebates forbidden, directly or indirectly. Penalties may be imposed. 

IDAHO. 

Art. III.— Legislative department. 

Sec. 19. Prohibits special or local laws. 

Art. Vlll.—Puhliv indebtedness and subsidies. 

Four sections, prohibiting subscription to stock and other forms of aid on part 
of any political unit. 

Art. XI.— Corporations. 

Sec. 1. Previously granted but inoperative special charters void. 

Sec. 2. Special legislation, except for municipal, charitable, etc., purposes, 
prohibited. 

Sec. 3. Legislature may revoke charters, but no injustice shall be done. 

Sec. 4. Like section 3, Article XI, Illinois. 

Sec. 5. Railways common carriers; legislature may control, regulate rates; rail- 
ways may connect, intersect with one another. 

Sec. 6. Undue or unreasonable discriminations forbidden; excursion and com- 
mutation tickets may be sold, provided they are the same to all persons. Long 
and short haul provision. 

Sec. 7. Must accept constitution. 

Sec. 8 . Legislature may apply right of eminent domain to property of railway 
corporation. 

Sec. 10. Appoint legal representative. 

Sec. 14. Can not escape jurisdiction of State courts through consolidation. 

Sec. 15. Contracts restricting liability void. 

Sec. 18. Combinations to influence price prohibited. 


KENTUCKY. 

Sec. 59. Special legislation forbidden. 

Sec. 179. City, county, etc., aid to corporations forbidden. 

Sec. 190. Colorations must accept the constitution before asking for benefits 
of future legislation. 

Sec. 191. All charters under which organization has not taken place at time of 
adoption of constitution void. 

Sec. 192. No coiyoration to engage in business other than expressly named in 
charter; not to hold estate other than is proper and necessary for carrying dn its 
legitimate business “/or a longer period than 6 years, under penalty of escheat.'^ 



CONSTITUTIONAL PBOVI8ION8 RELATING TO RAILWAYS. 995 


Sec. 195. Property of corporations subject to right of eminent domain. 

Sec. 196. Unjust discrimination prohibited. 

Sec. 197. Free passes forbidden to city, town, county oflOicers, members of 
assembly, or judge. Forfeiture of office the penalty. 

Sec. 198. Trusts, pools, combinations, or other organizations to “depreciate 
below its real value any article, or enhance the cost of any article above its real 
value'* forbidden.*’ 

Sec. 201. Purchase or lease or operation of competing lines or line forbidden; 
also pooling of earnings with any common carrier forbidden. 

Sec. 203. Lease or transfer of franchise to escape liability forbidden. 

Sec. 207. Identical with section 3, Article XI, Illinois, 

Sec. 209. Railroad commissioners, three in number, elected by people for same 
tenn as governor. State divided into three districts. 

Sec. 210. Common carriers forbidden to own, operate, or engage in any other 
business “ except such as shall be necessary to carry on its business.” * * * 

Sec. 212. Rolling stock subject to execution and sale. Earnings and personal 
property subject to process of attachment. 

‘ Secs. 213, 215. Freight of all shippers to be transferred with equal promptness 
and same charges independent of destination. 

Sec. 214. Exclusive contracts with shippers forbidden. 

Sec. 216. Right of intersection guaranteed. 

Sec. 217. Fixes penalties at from $2,000 to $5,000 and forfeiture of franchise. 

Sec. 218. Greater charges for shorter than for longer hauls forbidden. 


ILLINOIS. 

Art. XI. 


Sec. 1. No corporation to be created by .special laws. 

Sec. 2. All charters not in force within 10 days after the adoption of the 
constitution void. 

Sec. 3. “The general assembly shall provide, bylaw, * * * every stockholder 
shall have the right to vote in person or by proxy, for the number of shares of 
stock owned by him, for as many persons as there are directors or managers to be 
elected, or to cumulate such shares, and give one candidate as many votes as the 
number of directors multiplied by the number of his shares of stock shall equal; 
or to distribute them on the same principle among as many candidates as he shall 
think fit.” * * * 

Sec. 10. Rolling stock and all other movable property considered personal 
property subject to execution and sale. 

Sec. 11. Consolidation of competing lines forbidden. No consolidation without 
60 days’ notice. Majority of directors to be citizens of State. 

Sec. 12. Railroads subject to such regulations as may be proscribed by law. 

Sec. 13. No increase of stock unless 60 days’ notice of same has been given. 

Sec. 14. * * * “ Property and franchises of incorporated companies already- 
organized, and subjecting them to the public necessity the same as of indi- 
viduals.” * * * VI. 

Sec. 15. “The general assembly shall pa.s8 laws to correct abuses and prevent 
unjust discriminations and extortion in the rates of freight and passenger tariff 
on the diiferent railroads of the State, and enforce such laws by necessary pen- 
alties to the extent, if necessary for that purpose, of forfeiture of their property 
and franchises.” 

Art. XIV. 


Sec. 1. Regarding money paid into State treasury hy Illinois Central Railroad. 
Sec. 2. County, city, town, village, otc., aid to corporations forbidden in future 
(i. e., after 1870, the time of the adoption of this constitution) 

INDIANA. 

Art. XL—Corporations, 

Sec. 13. Corporations other than banking shall not be created by special act 
but may be formed under general laws. 

Sec. 14. Individual liability of incorporators. 
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lOWA.^ 

Art. VIIL-Corporafms. 

Sec. 1. No corporation to be hereafter created by special law. 

Sec, 2. jpiroperty of corporations subject to taxation as that of mdiviauals. 

Sec. 3. State not to be a stockholder. 

Sec. 13. Subject to the provisions of this article, the general assembly shall 
have power to amend or repeal all laws for the organization or creation of cor- 
porations. * * ♦ 

ELA.NSAS. 

Art. Xll.—Corporations. 

Sec. 1. Special legislation prohibited, and all general laws may be amended or 
repealed. 

Sec. 2. Individual liabilities in case of corporations, * * * “ but such indi- 
vidual liabilities shall not apply to railroad corporations, nof corporations for 
religious or charitable purposes.” 


LOUISIANA. 

Art. 262. “ The general assembly shall not remit the forfeiture of the charter 
of any corporation now existing, nor renew, alter, or amend the same, nor pass 
any general or special law for the benefit of such corporation, except upon the 
condition that such corporation shall thereafter hold its charter subject to the 
provisions of this constitution.” 

Art. 265. No corporation to engage in business except such as directly author- 
ized by charter “or incidental thereto,” nor hold any real estate for a longer 
period than 10 years. 

Art. 267. Stock neither to be decreased nor increased “ except in pursuance of 
general laws,” nor without the consent of persons holding the larger amount in 
value of the stock. ^ * * 

Art. 271. Identical with Article XIV, section 21, Alabama, beginning with 
“ Any association.” 

Art. 272. Identical with Article XIV, section 21, Alabama, up to “Any 
association.” 

Art. 274. Consolidation upon 60 days’ notice, but company always to remain in 
jurisdiction of the State. 

Art. 275. “ General laws shall be enacted providing for the creation of private 
corporations, and shall therein provide fully for the adequate protection of the 
public and of the individual stoclcholder.” 

Art. 283. “A railroad, express, telephone, telegraph, steamboat, and other 
water craft, and sleeping car commission is hereby created;” composed of three 
members, elected by districts. 

Art. 284, Powers of commission: Compel attendance of witnesses and production 
of books and papers; adopt, change, and make just rates and regulations; prevent 
discriminations; hear complaints; supervise matters of bridges, depots, switches, 
etc., etc.; adjust rates between branch and trunk lines. 

Art. 285. Appeals from decisions of commission may be taken to Supreme 
Court. 

Art. 286. Penalties provided. 

MAINE. 

Art. IV.— Parf third. Legislative power. 

Sec. 13. “ The legislature shall, from time to time, provide as far as practicable, 
by general laws, for all matters generally appertaining to special or private legis- 
lation.” 

Art, IX.— General provisions. 

Credit of State not to be loaned. 


MAS^AND. 

Art. d.— Legislative department. 

Sec. 48. Corporations may be. formed under general laws; but shall not be 
created by special act, except for municipal purposes, and except in cases where 
no general laws exist; * ♦ * a committee of three to be appointed by gov- 
ernor to draft general laws. 
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MASSACBtrSETTS. 

Contains no constitutional provisions relating to railway^. 

MICHIGAN. 

Art. XV —Corporations. 

Sec. 1. Coi’porations to be formed under general laws only. 

Sec. 7. Individual liability of stockholders. 

Sec. 10. No corporation^ except for municipal purposes, or for the construction 
of railroads, plank roads, and canals, shall be created for a longer period than 30 
years. 

Sec. 12. Limitation for holding real estate ten years, “excluding such as is 
actually occupied by such corporation in the exercise of its franchise.” 

MINNESOTA. 

Art. IX. — Finances of tlie State^ banks and hanking. 

Sec. 14b. Limitation of municipal aid to railways to 10 per cent of assessed 
valuation. , ^ 

Sec. 15. Adopted November 4, 1879. Limitation at 5 per cent of taxable 
property. 

Art. X.—Of corporations having no banking privileges. 

Sec. 2. None, except municipal corporations, to be formed under special acts. 

Art. IV. 

Sec. 33. Special legislation prohibited. Also the amendment of special laws. 
Latter may, however, bo repealed. 

Sec. 34. Provision made for general laws. 

Amendment to sec. 19, Art. IX, of Apr. 15, 1858. 

State loans to be given only to roads in whose aid Congress has given lands to 
State of Minnesota. Loans in form of State bonds, bearing 7 per cent interest, 
payable semi-annually in New York City, to an amount not exceeding $5,000,000. 
Conditions of these loans prescribed at some length. 

MISSISSIPPI. 

Art. VI. 

Sec. 87. Special legislation forbidden. 

Sec. 88. General laws for the granting of charters to be passed. 

Art. Nil.— Corporations. 

Sec. 178. Corporations to be formed under general laws only. Legislature has 
power to change or revoke any charter (now revocable or hereafter granted) 
“ whenever, in its opinion, it may be for the public interest to do so: Provided, 
however,that no injustice shall be done to the stockholders.” Charters not to be 
granted for more than 99 years. Companies holding charters for a longer period 
may surrender excess. Legislature may otherwise tax the “increased value of 
such property and franchises arising from such longer duration of their charters.” 

Sec. 179. Charters to be held subject to constitution. 

Sec. 180. Future charters subject to constitution; all charters under which 
organization not effected within one year after adoption of the constitution to be 
void; also all charters under which work not begun within two years after 

^Sec!^ 1%2. Power of taxation not to bb surrendered or abridged by any contract. 

Art. VI. 

Sec. 183. Municipal aid forbidden. 

Sec. isi Identical with section 21, Article XIV , Alabama. 

Sec. 185. Bolling stock considered personal property and subject to execution 
and sale. 
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Sec. 186. Pro\idc& for regulation of rates and fixing (rf penalties. 

Sec. 188 . Free passes to “members of legislature, State, district, county, or 

municipal officers, exgept railroad commissioners,” forbidden. 

Sec. 190. Property and franchises of corporations may be subjected to public 
use. 

Sec. 193. Contracts waiving right of suit for damages void. 

Sec. 194. Same as section 3, Article XI, Illinois. 

Sec. 197. Lease, purchase, or operation of a railroad of this State by a foreign 
corporation forbidden. 

Sec. 198. The legislature shall enact laws to prevent all trusts, combinations, 
contracts, and agreements inimical to the public welfare. 

Art. XIV. --6V/<(7-oZ proc/.sio/w. 

Sec. 258. State aid of corporations prohibited. 


MISSOURI. 

Art. IV . — TjyiHlaiire departvient. 

Sec. 47. Municipal aid to corporations prohibited. 

Sec. 53. Special legislation forbidden. 

Art. X . — Revenue and taxation. 

Sec. 5. “ All railroad corporations in this State or doing business therein shall 
be subjected to taxation for State, county, school, municipal, and other purposes, 
on the real and personal property owned or used by them, and on their gross 
earnings, their net earnings, franchises, and their capital stock. 

Sec. 21. Payment of $50 to State treasurer for first $50,000 of stock, and $5 for 
every $10,000 additional, required before charter granted. 

Art. XII. — Corporations. 

Sec. 4. Right of eminent domain to apply to i)roperty and framfliises of cor- 
porations. 

Sec. 6. Same as section 3, Article XI, Illinois. 

Sec. 7. Similar to section 192, Kentucky, and article 205, Louisiana. 

Art. XII. 

Sec. 12. Discrimination prohibited on long jind short hauls. 

Sec. 13, 14. Same as section 21, Article XIV, Alabama. Unjust discrimina- 
tions also prohibited, and legislature to pass laws establishing reasonable maxi- 
mum rates for freight and passengers. 

Sec. 16. Rolling stock and all other movable property held subject to execution. 

Sec. 17. Consolidationof competing or parallel lines forbidden; also lease, pur- 
chase, etc.; also officeholding in rival company. 

Sec. 18. No corporation can become a foreim company by consolidation. 

Sec. 21. Benefits of future legislation denied except on condition of acceptance 
of constitution. 

Sec. 22. No officer of railroad to be directly or indirectly interested in furnish- 
ing supplies, etc., to company. 

Sec. 24. Free passes forbidden to State, county, and municipal officers, etc. 


MONTANA. 

Art. XV . — Corporations other than municipal. 

Sec. 1. Charters under which organization not yet completed void. 

Sec. 8. Assembly has power to alter, revoke, or annul any charter of incorpora- 
tion existing, or which may hereafter be granted, when, in its opinion, it may be 
injurious to citizens of State. 

Sec. 4. Same as section 8, Article XI, Illinois and others. 

Sec. 5. Railroad common carriers; legislature has power to control and regulate 
all rates, all roads, the wght to build, operate, and intersect other roads. 

Sec. 6. Same as section 17, Article XII, Missouri and others. 
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Sec. 7. Same as section 3, Article XVII, Arkansas, and discrimination amontr 
persons forbidden. 

Sec. 8. Constitution to be accepted before benefit of future legislation obtained. 

Sec. 9. Right of eminent domain to apply to property and franchises. 

Sec. 12. “No street or other railroad shall be constructed within any city or 
town without the consent of the local authorities having control of the street or 
highway proposed to be occupied by such street or other railroad.” 

Sec. 15. No corporation can become a foreign corporation by consolidation. 

Sec. 16. Contracts waiving right to damages void. 

Sec. 20. Formation of trusts by combination within or without the State for- 
bidden. Legislature to enact appropriate legislation. 

NEBRASKA. 

Art. XT. — Corpora t ions — Hailroad corpora tions. 

Sec. 2. Rolling stock and all other movable property subject to execution and 
sale. 

Sec. 3. Identical with section 11, Article XI, Illinois, omitting last sentence. 

Sec. 4. All roads i)ublic highways; legi.slature may establish reasonable max- 
imum rates for passengers and freight; liability of companies never to be limited. 

Sec. 6. Right of eminent domain to ai)ply. 

Sec. 7. Abuses to be regulated by law; penalties to the extent of forfeiture of 
property and franchise may be imposed. 

NEVADA. 

Art. VIII . — Municipal and other corporations. 

Sec. 1. Special le^slation forbidden. 

Sec. 6. State credit not to be extended to corporations. 

Sec. 10, “No county, city, town, or other municipal corporation shall become 
a stockholder in any joint stock company, corporation, or association whatever, 
or loan its credit in the aid of any such company, corporation, or association, 
except railroad corporations, companies, or associations.” 

NEW HAMPSHIRE. 

No constitutional provisions ndating to railways. 

NEW JERSEY. 

Art. W .—lA‘(jislativ(\ 

SK(;. 11. Special legislation for corporation.s forbidden. 

NEW MEXICO. 

The organic code contains no provisions relating to railways. 

NEW YORK. 

Art. ITT. 

Sec. 18. Forbids legislature to enact any special law “ Granting any corpora- 
tion, association, or individual the right to lay down railroad tracks.” 

Art. VII. 


Sec. 1. State credit withheld. 

Art. VIII. 

Sec. 1. “Corporations may be formed under general laws, but shall not be 
created by general act, except for municipal purposes; and in cases where, in the 
judgment of the legislature, the objects of the corporation can not be attained 
under general laws. All general laws and special acts passed pursuant to this 
section may be altered from time to time or repealed.” 

Sec. 10. County, cities, towns, and villages not to give money or loan credit. 
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Art. XIII. 

Sec. 8. Granting or promising to grant, or accepting passes, franiing privilege, 
or any discrimination in rates for the benefit of any public officer prohibited. 


NORTH CAROLINA. 

Art. Y.— Revenue and toication. 

Sec. 4. State credit not to be given to railroads unless they are unfinished at 
the time of the adoption of the constitution, or such in which the State has a 
^ec^iary interest, unless the question be submitted to the people and approved 

Art. VIIL— Co»pora<ions other than municipal. 

Sec. 1. Corporations other than municipal to be organized under general laws. 
All such laws and special acts may be repealed or altered. 

Sec. 2. Debts to be secured. 

Sec. 8. Defines corporations. 

NORTH DAKOTA. 

Art. 3. — Legislative department. 

Sec. 69. Special legislation in favor of railroads forbidden. 

Art. 7. — Corporations other than municipal. 

Sec. 133. Charters held subject to constitution. 

Sec. 134. Property and franchises subject to right of eminent domain. 

Sec. 137. No corporation to engage in business other than that directly author- 
ized. 

Sec. 139. Consent of local authorities concerned necessary. 

Sec. 141, Consolidation— same as section 6, Article XV, Montana. 

Iec 143* I section 5, Article XV, Montana. 

Sec. 146. Same as section 20, Article XV, Montana. 


OHIO.. 

Art. XII. — Corporations, 

Sec. 1. No special laws conferring corporate i)Ower.s to be passed. 


OREGON. 

Art. IV. — Legislative department. 

Sec. 28. Various kinds of special legislation prohibited, but corporations not 
mentioned. 

Art. XL — Corporations and internal improvements. 

Sec. 2. Organization of corporations by special act forbidden. All laws may 
be changed or repealed, “ but not so as to destroy or impair any vested corporate 
rights.” 

Sec. 6. State not to be stockholder in any company. 

Sec. 7. Credit of State not to be loaned. 

Sec. 10. New county debts limited to $5,000. 


PENNSYLVANIA 

Art. lX.—TastxLtion and finance. 

Sec. 6. State credit not to be pledged nor State to become a stockholder. 
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Art. XYl.—Private corporations. 

Sec. 2. All charters to be held subject to constitution. 

Sec. 8. Right of eminent domain applicable to property and franchises. 

Sec. 6. No corporation to engage in business other than emressly authorized 
and not to hold real estate except such as may be necessary for carrying on its 
business. 

Art. XVIU.— Railroads and canals. 

Sec. 1. Identical with section 21, Article XIV, Alabama. 

Sec. 6. No officer of corporation to be interested in the contracts for supplies 
and material. 

Sec. 7. Preferences as to rates and facilities forbidden. 

Sec. 8. Free passes forbidden “ to any person except officers or employees of the 
company.” 


RHODE ISLAND. 

Amendment to Article IX. 

Sec. 1. General assembly to provide for the creation and control of corporations 
by general law; but no corporation to acquire the right of eminent domain or 
franchise except by special act. 

SOUTH CAROLINA. 

Art. XII.— Corporations. 

Sec. 1. Corporations to be framed under general laws. 

Note.— All acts pledginfj the credit of the State for the benefit of coriiorate 
body were repealed by special “ ordinance” of March 15, 1868. 


SOUTH DAKOTA. 

Art, XVIL— Corporations. 

Sec. 1. Special legislation forbidden. 

Sec. 3. Charters held subject to constitution. 

Sec. 4. Right of eminent domain to extend to property and franchises. 

Sec. 7. No corporation to engage in business not specifically named. 

Sec. 9. Legislature has power to alter, revise, or annul any charter for public 
good “ in such manner that no injustice shall be done to the incorporators. No 
law hereafter enacted shall create, renew, or extend the charter of more than one 
corporation.” 

Sec. 13. “Rolling stock and all other movable property” subject to execution 
and sale. 

Sec. 14. Same as section 6, Article XV, Montana, except relating to consolida- 
tion of railroads only, and omitting clause referring to office holding. 

Secs. 15, 16. Same as section 21, Article XIV, Alabama, but referring to rail- 
roads only. Legislature given ri^ht to control rates of freight and passengers. 

Sec. 17. Same as section 7, Article XI, Nebraska. 

Sec. 20. Monopolies and trusts forbidden. Adopted as an amendment at elec- 
tion of 1896. 

TENNESSEE. 

Art. II.— Legislative. 

Sec. 88. “ No bonds of the State shall be issued by any railroad company which 
at the time of its application for the same shall be in default in paying interest 
upon the State bonds previously loaned to it or that shall hereafter and before 
such application sell or absolutely dispose of any State bonds loaned to it for less 
than par.” 

Art. XI.— Miscellaneous provisions. 

Sec. 8. All special legislation forbidden. 
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TEXAS. 

Art. lit— Legislative department 

Sec. 51. State aid to individuals and corporations forbidden. 

Sec. 52. County, city, town, etc., aid also prohibited. 

Sec. 54, State liens upon railroads can not bo changed. 

Sec. 56. Special legislation forbidden. 

Art. X.— Railroads. 

Secs. 1, 2. Same as section 21, Article XIV, Alabama, except applying to rail- 
roads only, and also ^ving legislative power to correct abuses, prevent discrimi- 
nations, and fix penalties. 

Sec. 4. Rolling stock and other movable property subject to execution and sale. 
Sec. 5. Consdidation with or office holding in competing or parallel lines 
forbidden. 

Sec. 8. Benefit of future legislation withheld until constitution subscribed to. 
Sec. 9. No railroads hereafter constructed to pass within 3 miles of a county seat 
without passing through same, and establish a depot, “ unless prevented by nat- 
ural obstacles, such as streams, hills, or mountains;” provided city (or town) 
grants right of way and land enough for depot purposes. 

Art. XIY.— Public lands and land office. 

Sec. 3. No public lands to be granted to railroads, and never more than 16 sec- 
tions per mile. And no land granted until 10 miles of road in operation. 

UTAH. 

Art. Yl.—Ijegislative department. 

Sec. 26. Special legislation forbidden. 

Sec. 31 . Lending of State credit or that of counties and municipalities forbidden. 
Art. XU.—CoriTorations. 

Sec. 1. Corporations to be formed under general laws, and all such laws may 
be changed or repealed. 

Sec. 2. Existing corporations to accept constitution. 

Sec. 3. Legislature shall not extend or validate any franchise. 

Sec. 10. Corporations limited to authorized objects. 

Sec. 12. All railroads common earners, and to carry freight and passengers 
without discrimination. 

Sec. 13. Competing roads not to be consolidated. 

Sec. 14. Rolling stock, etc., considered personal property. 

Sec. 15. Legislature to prescribe maximum rates. 

Sec. 17. Employee of a corporation can not hold municipal office in the munici- 
pality which Ranted the franchise. 

Sec. 20. Trusts and combinations forbidden. 

VIRGINIA. 

Art. X.— Taxation and finance. 

Sec. 12. State credit can not be granted. 

Sec. 14. State can not become a stockholder. 

Sec. 16. State can not become a party to internal improvements. 

WASHINGTON. 

Art. I. 

Sec. 8. No law granting irrevocably any privilege, franchise, or immunity shall 
be passed ^ the legislature. 

Sec. 28. Sp(K;ial legislation forbidden. 

Sec. 89. “ Public officers'' forbidden to use passes, etc. 
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Art. VII. 

Sec. 5. State credit not to be loaned. 


Art. XII. 

Sec. 1. Creation of corrorations by special laws forbidden and all such laws 
may be altered or repealed. 

Sec. 2. Charters or franchises not to be extended or forfeiture remitted. 

Sec. 9. State can not be a stockholder. 

Sec. 10. Right of eminent domain to apply. 

Sec. 13. Almost identical with section 21, Article XIV, Alabama. 

Sec. 14. Pooling of earnings forbidden with any common carrier. 

Sec. 15. Discrimination in rates forbidden. 

Sec. 16. Consolidation of competing lines forbidden. 

Sec. 17. Rolling stock, etc., personal proi)erty. 

Sec. 18. Legislature to pass laws for regulation of fares and freights. 

Sec. 20. Free passes to members of legislature and public officers forbidden. 
Sec. 21. No discrimination against express companies. 

Sec. 22. Trusts and monopolies forbidden. 


WEST VIRGINIA. 

Art. XI. — Corporationa. 

Sec. 1. Corporations to be organized under general laws. 

Sec. 4. Identical with section 3, Article XI, Illinois. 

Sec. 8. Rolling stock, etc., considered personal property. 

Sec. 9. Railroads declared public highways. Legislature to make laws estab- 
lishing reasonable maximum rates and the preventing of abuses and discrimina- 
tions. 

Sec. 10, Legislature to require railroads running within one-half mile of a 
town or village to establish a depot. 

Sec. 11. Consolidation with parallel or competing lines forbidden. 

Sec. 12. Right of eminent domain to apply to property and franchises of rail- 
roads. 

Note.— About half a dozen other constitutions contain provisions of a similar 
nature. Usually 3 miles is the distance taken, and the county seat the point con- 
cerned. They are to pass through latter in one instance “if no natural obstacle 
intervenes.” (See sec. 9, Art. A, Texas.) 


OKLAHOMA. 

Organic act, section 6. * * * “ This further provided that the legislature 
shall not authorize the issuing of any bond, scrip, or evidence of debt by the Ter- 
ritory, or any town, city, or county therein, for tne construction of any raiiroad.” 

Note.— The organic codes of New Mexico and Arizona contain no mention of 
railroads. 

WISCONSIN. 

Art. Xl.— Corporations. 

Sec. 1. Corporate powers not to be granted by special act, and all general laws 
changed or repealed at will of legislature. 


Art. rv. 

Sec. 31. Special legislation forbidden for granting corporate powers, except to 
cities. 


Seo. 3. State credit withheld. 


Art. Vm. 
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WYOMING. 

Art. I.— Declaration of rights. 

Sec. 30. Monopolies and perpetuities.— Perpetuities and monoplies are contrary 
to the genius of a free state, and shall not be allowed. Corporations being crea- 
tures of the State, endowed for the public good with a portion of its sovereign 
powers, must be subject to its control. 

Art. IIL— Legislative department. 

Sec. 27. Special and local laws prohibited. The legislature shall not pass local 
or special laws in any of the following enumerated cases: 

A long list of subjects is here enumerated, including “ the right to lay down 
railroad tracks, or any special privilege, immunity, or franchise whatever, or 
amending existing charter for such purpose.” In all other cases where a general 
law can m made applicable no special law shall be enacted. 

Sec. 89. Political units prohibited from aiding railway construction, or loaning 
credit or otherwise contracting an indebtedness. 

Art. X. — Corporations. 

Sec. 1. Corporations organized under general law. 

Sec. 2. All franchises subject to control of legislature. 

Sec. 3. All previously granted special charters, not yet in actual operation, 
declared void. 

Sec. 4. Laws, contracts, and agreements limiting liability, illegal. 

Sec. 5. Full acceptance of constitution before business can be transacted. 

Sec. 6. Corporations engage in only one line of business specified in charter. 

Sec. 7. Agencies of transportation and communication declared to be common 
carriers. 

Sec. 8. Combinations to prevent competition or influence prices prohibited. 

Sec. 9. Right of eminent domain and public use to apply to corporate property. 

In addition the constitution of Wyoming contains nine sections specially devoted 
to railways, as follows: 

Sec. 1. Grants power to construct, operate, intersect, connect, etc., without 
discrimination. 

Sec. 2. Railways and telegraphs declared common carriers, “and as such must 
be made by law to extend the same ec^uality and impartiality to all who use them, 
excepting employees and their families and ministers of the Gospel, whether 
individuals or corporations.” 

Sec. 3. Shall make annual report to auditor of the State. 

Sec. 4. May exercise right of eminent domain, but legislature reserves power 
to subject franchise and property to public use. 

Sec. 6. AU political umts enjoined from aiding by donations, loans, credit, etc. 

Sec. 6 . Constitution must be accepted before business can be done. 

Sec. 8. Foreign corporations must appoint legal representative in State. 

Sec. 9. Depots to be established when railways run within four miles of a town. 
“ No railroad company shall deviate from the most direct practicable line in con- 
structing a raflroad for the purpose of avoiding the provisions of this section.” 
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Chapter I. 

DEVELOPMENT OF THE TAXATION OF TRANSPORTATION COM- 
PANIES. 

In its report, issued in 1880, the railway tax committee ’ asserted that “ there is 
no method of taxation possible to be devised which is not at this time applied to 
railroad property in some part of this country.” When this statement was made 
the States were passing through a middle experimental sta^e in their taxation of 
transportation companies; and though twenty years have since elapsed, another 
period of more definite experiment has only just be^in. A chaos of tax systems 
almost, if not quite, equal to that which confronted the committee still prevails. 
But confused and confusing as railway tax laws have been and still are, both 
legislation and judicial decision give evidence of progress toward a better state 
of thinM. Even prior to 1879, the year of the activity of the committee, clearer 
comprenension of tax problems to be solved had already set on foot a movement 
for reform; and the past two decades have witnessed changes still more notably 
in the same direction. It is the general trend of these changes which this chapter 
attempts to describe. 

In the developing of its transportation facilities the United States has acted as 
a ^oup of communities at widely different stages of industrial development. 
Alter the East had in a measure settled the question of an adequate transporta- 


' The report of this committee was entitled Taxation of Railroads and Railroad Securities. The 
committee, the members of which were C. F. Adams, jr.. W. B. Williams, and J. H. Oberly, was 
appointed at a convention of State railroad commissioners to report methods of taxation respecting 
railroads and railroad securities. 
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tion system the railway growth of the West was still in its incipient st^e. Cor- 
respondingly, the East after continuous experiment was the first to devise definite 
methods of railroad taxation, some mistakes in the developing of which the States 
of the West were subsequently enabled to avoid. But in the main the general 
course of the development has been the same in both sections, and the same con- 
servative attitude toward innovation is to be noted throughout. 

In tracing thecourLe of this development it will be convenient to group the 
successive steps within two periods. To be sure, it will not be possible to assign 
any definite chronological limits to these separate stages; but the distinctive 
features in the process of change are so prominent as to group themselves broadly 
within the two periods which are here adopted. 

The first of these stages was characterized by the policy of subsidy and exemp- 
tion from taxation and by the introduction or tax methods which were made to 
operate very leniently toward the railroads. This period may be said to have 
ended with the close of the first decade after the civil war. The second or pres- 
ent stage has been characterized chiefly by the adoption and extension of definite 
methods of railway taxation, in the main distinct from the general-property tax 
as ordinarily administered in the taxation of individuals. 

A. FIRST PERIOD— PUBLIC AID AND TAX EXEMPTIONS. 


1. State construction of railroads.— One reason for the slight progress which 
has been made in the field of railway taxation is to be found in the comparatively 
recent origin of the railway systems themselves. The building of railroads in 
the United States had scarcely begun before 1830, and, from the financial stand- 
point, it was not until after trie period of the civil war that the ultimate success 
of the railroad experiment was assured. In 1830 population was sparse and the 
capital of the country was limited. At that time the States themselves were 
quite widely engaged in works of internal improvement, but with the introduc- 
tion of railways tlie States appear to have been averse to engaging directly in 
this new form of enterprise, with the result that the construction of railway 
lines was left chiefly to individual initiative.’ 

2. State and local aid.— Capital, however, in addition to the mere fact of its 
scarcity, was hard to secure for investment in an enterprise Which gave no pros- 
pect of substantial or immediate returns. Under these circumstances, it was but 
natural that the various State legislatures should be impressed rather with the 
expediency of stimulating railway investments by special auxiliary enactments 
than of restricting their extension by the imposition of taxes. Accordingly, vdth 
a view toward encouraging the growth of a service which was seen to be of vital 


1 1 here arc some instances of independent action on the part of States in the construction and owner- 
ship of railway lines, as well os cases where State policy looked definitely toward State ownership; hut 
such instances are tx>th relatively rare in number and almost entirely limited to the eany period of 
railway construction. For instance, in Pennsylvania the canal commi.ssion was authorized in 18W 
to estimate the expense of constructing a railroad fnim Harrisburg to Chambersburg. and in the fol- 
lowing year the same commission was empowered to contract for the construction of a rallied from 
Philaaelphia to Columbia. Foranumberof years after various appropriations foi purposesof railroad 
construction are to be found in the State’s general appropriation bills. , , * , , 

In Georgia during the thirties the State, through the agency of a board of State commiraionere, 
constructed the Western and Atlantic Railroad. This road was operated by the State until lOTO. It 
has sinf’e been operated under lease by private parties. The rental for 1900 amounted to J4^,012. 

During the thirties Michigan projected an elaborate plan of railway constniction under the direc- 
tion of a board of Internal improvement. This plan provided for the building of a northern, a centraL 
and a southern road. The northern project was abandoned in 1841 and a wagon road constructed 
Instead; but large sums were expended on the central and southern lines up to 1846, when they were 
sold to private parties and incorporated, respectively, as the Michigan Central and Michigan Boutn- 
ern lines. In both cases the State reserved the right to repurchase after January 1, 1867. 

In Massachusetts, to illustrate further, the State took an active interest, almost akin to o^rship, 
in the construction of the Troy and Greenfield Railroad and Hwsac Tunnel. In 1872 the legislature 
provided that the interest of the State In the Hoosac Tunnel should «cver be ^d; ^dsiime that 
time large sums have been devoted to the improvement of that line (c.g.,in 1883, $264,662; in 1884, 

number of instances early State policy in incorporatinp railroad companies lopk^ toward the 
possibility of subsequent State ownership. For instance, during 1831 and 1^ New York, in granting 
th^e charters of the New York and Albany, the New York and Kne, the Utica and Schenectady, and 
other roads, reserved the right of purchase, to take effei‘t within a period of five years, beginning 
ten vears after incorporation. In Massachusetts charters of the early thirties the i^ht of mirchase 
w^ reserved for ten years (e.g.,in the charters of the Franklin, the Boston, Providence and Taun- 
ton the Boston and Lowell, and other roads). Similar provisions are to be found afew years later 
in charters granted by Kentucky and Michipn. In the latter State at least a single Instance of 
actual purchase is to be found, namely, in IMl, when the State purchased the River Raisin and Lake 

Erie Railroad and joined it to the Southern State road. 

A ^ent instance of contemplated State ownership is furnished by Arkansas where, in J897, % 
State board was created to locate, establish, and operate State railroads and telegraphs. 


16a 64 



1008 INDUSTRIAL COMMISSION:— TBAKSPOBTATIOK/ 


public importance, special aids,* partial or even complete exemptions from taxa- 
tion, and lenient tax methods were frequently made the subjects of general 
statute and special charter provisions. 

By 1860 the practice of granting aid to railways was widely prevalent. The 
outbreak of the civil war put a temporary check to the practice; but in 1865, 
particularly in the South,® it became even more marked than before the war. By 
1875, however, the practice began to fall into disfavor. In 1874, for instance, the 
legislature of Georda provided that no more State aid should be given except where 
a road had a vested ri^ht to the same. In 1875 Alabama repealed her railroad-aid 
act of 1865, and Illinois in 1877 legislated that counties could not be held liable 
after 1880 for any aid which they had promised railroads. 

In a few instances, however, the practice has persisted up to quite recent years. 
Such has been the case in Kansas, where, as late as 1887, the legislature empow- 
ered the counties, cities, and townships of the State to aid railways by granting 
them subsidies and subscribing to their stock; in Maine, as late as 1891 and 1893, 
when Washington County was authorized to guarantee, for thirty years, 5 per 
cent interest on $650,000 bonded debt of the Maine Shore Line Railroad, as well 

1 Aid granted to railroads was of different types. The following classification, accompanied by 
brief illu.strations, will .serve to differentiate those type.H: 

State aid : 

(1) By general enactment. 

(a) Grants of land. 

c.g.,lowa, 1H5:1. Rallroad.s were empowered to occupy any State lands without 
the payment of damages. 

(b) Grants and loan.s of money and .security. 

e. g., Alabama, isfiS. The State agreed to indorse the first-mortgage bonds of rail- 
wa>s to the extent of 512,000 per mile lor each 20 miles of road, as com- 
pleted, and 516,000 per mile for each 6 miles as completed, beyond the first 
20 miles. 

(2) By special enactment. 

(a) Subscriptions to stock. 

e. g., Ma.s.mchusett.s, 1836. .State treasurer authorized to subscribe to 10,000 shares 
of stock in the Western Kailroad Company. 

(b) Grants of land. 

e.g., Minne.sota, 1862 and 1863. Nunn'rous grants to the Minnesota and Pacific, 
the Root River and Southern Minnesota, the St. Paul and Pacific, and other 
railroad companies. 

(c) Grants and loans of money and .security, 

e.g., Maine, 1836. The State agreed to pay the ncceasary incidental expenses of 
surveying the Belfast and Quebec Railroad; expeiuscs not to exceed 55,000, 
to be refumled the State three years after completion of road. 

Ma.s,sachusetts, 18;i7. Five million dollars loaned to the Eastern Railroad 
I’ompany. 

California, 1863. The State agreed to pay the Central Pacific Itailroad Com- 
pany, on completion of 20 miles of line, 510,000 for each mile constructed; 
only 5100,0(K) to be paid during the first two fiscal years. 

Local aid (authorized by State enactment): 

(1) By general enactment. 

(tt) Subscriptions to stock. 

e. g., Illinois, 1843. Counties and municipalities authorized to subscribe to railway 
stock. 

(6) Grants and loans of money and security. 

e.g., California, 1870, Counties authorized to i.s.suc railroad-aid bonds, not to 
exceed in aggregate amount 6 per cent of the taxable value of property in 
tho.se counties: aid to be granted any companies after 5 miles of road have 
been constructed. 

(2) By special enactment. 

(a) Subscriptions to .stock. 

e. g., Kan.sa.s, 1855. Cities and counties authorized to subscribe to shares of stock in 
the Kansas Central Railroad Company. 

(5) Grants and loans of money end security. 

e.g., Alabama, 1859. (dty of Mobile authorized to issue bonds to aid the Mobile 
and Great Northern Railroad Company, 

Michigan, 1864, County of Bay authorized to issue bonds to aid in the con- 
stnietion of a railroad from Bay City to East Saginaw. 

iiFor instance, in Arkansas we find the following in 1867: The State promises aid to any railroad at 
the rate of 51,000 per mile of line constructed up to the maximum limit of 100 miles, the State to 
be paid interest on the same and to be secured by a lien on the railroad; and again in 1868 authoriza- 
tion of aid was made to the amount of 515,000 per mile to such roads os had not received grants of 
United States lands, and of 510,000 per mile to such as had secured such grants, upon condition (1) 
that the total aid should not apply to more than 850 miles of road; (2) that a tax equal to the amount 
of interest on the State-aid Ixinas should be levied against the railroads until the bonds should be 
canceled, and (3) that five vears after the completion of any road receiving such aid 2 percent addi- 
tional should be levied upon the whole amount of State alu. 

To illustrate further, the legislature of Georgia in 1868 authorized the indorsement of the bonds of 
the Macon and Au^sta Railroad Company to the amount of 510.000 per mile of road, as well as of 
those of the Georgia Air Line to the amount of $12,000 per mile oi road, with an aggregate maximum 
of $600,000, besides granting aid to numerous other lines. 

In the North, too, the revival of the aid-granting policy is exemplified in numerous land grants, 
Rich as those in Michigan and Minnesota from 18^ to 1870, and in loans of funds, such as that by 
Massachusetts of $3,000,000 to the Boston, Hartford and Erie Railroad Company, of $2,000,000 to the 

and Albany, and of $300,000 to the Uec and Now Haven Company in 18^. 
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as to subscribe to the stock of the "W ashington County Railroad Company, and 
in Iowa, wjiere local aid has been authorized as late as 1894.' 

It would be impracticable to estimate the relative amounts of State and local 
aid which have been granted to the railroads of the country. It is a notorious 
fact that immense sums have been so granted by both classes of authonties. But 
surface indications point to the fact that aid from local authorities has exceeded 
in amount that from the State governments. A single typical instance will serve 
to give a notion of the extent to which possibilities or securing aid were embraced 
by the railways. In Illinois, as reported by the State auditor of public accounts 
in 1872, over $1,900,000 had been granted under the act of 1865, and over $1,400,000 
under the act of 1869. 

3. Exemption of railroads from taxation.— The practice of granting exemp- 
tion from taxation never became so prevalent as that of direct aid. It reached 
its height probably during the decade or two subsequent to the civil war, when, 
generally in the form of specific grant, it came to be used sometimes as a supple- 
ment to, and in some cases as a substitute for, the policy of more direct aid. Dur- 
ing the past two decades the practice has persisted where local conditions have 
warranted its continuance; but of recent years the tendency has been so far in 
the direction of its entire abolition that only a few survivals are any longer to be 
found. In New Hampshire, for instance, railroad lines are still exempted from 
taxation for a period of ten years after their construction. In New Mexico a 
similar provision is in force, except that the exemption is for a period of but six 
years. Another isolated example is to be found in Louisiana, wliere the Consti- 
tution of 1898 provided for the ten-years exemption of all railroad lines con- 
structed in that State before 1904. 

The whole tendency among the States of recent years has been to wipe out the 
last vestiges of railroad exemption privileges. Only a few instances of this tend- 
ency need be cited. In North Carolina, prior to 1891, three of the most-impor- 
tant railways in the State were exempted from taxation. In that year, however, 
as the result of persistent effort on the part of State authorities, these exemptions 
were surrendered. In Arkansas the Cairo and Fulton Railroad (now part of the 
St. Louis, Iron Mountain and Southern) was exempt from taxation under its 
charter until it should yield a net profit of 10 per cent on its investment. The reali- 
zation of this financial condition the railroad management was careful to avoid, 
so that the term of the exemption was indefinitely extended. A few years ago, 
however, the company reorganized. The State was not slow to realize its oppor- 
tunity, and after a suit at law the company lost its exemption. 

In Michigan, to illustrate further, the legislature of 1891 passed a law promising 
ten years exemption from taxation toaU railway lines which should be constructea 
in that State north of the forty-fourth jiarallel of latitude. In 1897 the legislature 
repealed this law, and the State authorities proceeded to levy a tax on all of those 
roads which had already been built in that section of the State. The companies 
affected contested this action in the courts, but the procedure of the State was 
sustained on the ground that the exemption was a mere gratuity repealable at 
will. This doctrine had already been laid down in the courts of the United States, 
where it was held that a State legislative act, exempting the property of rail- 
roads from taxation, is not, when a more gratuity on the part of a State, a con- 
tract to continue the exemption.^ In Michij^n, too, those railroads which had 
formerly been taxed under special charter pnvileges were, by legislative enact- 
ment, in 1891 brought under the general railroad tax laws, though the provisions 
of this act were not carried into effect until 1898. 

The courts of the States and of the United States have been one in their endeavors 
to bring all railroads under the provisions of general railroad tax laws. Exemp- 
tions from taxation constituting a contract on the part of a State not to tax, are 
held never to arise by implication, and are construed narrowly in favor of the 
State.* It has been laid down, moreover, that immunity from taxation is not 
transferable, with the result that the reoriajanization of a railroad Compaq or the 
sale of a railroad property effects the wiping out of an exemption.* Ehirther- 
more, consolidation of lines, except where express provision has oeen made to the 
contrary, results in the loss of exemption.'* 


1 Arkansas, as late as 1897, granted lands to the Mississippi, Hamburg and Western Railroad and 
the Springfield, Little Rock and Gulf Railroad. 

a See Tucker r. Ferguson (22 Wall., 627} and West Wisconsin Railroad v. Supervisors (93 U.S.,695). 

3 Railroad Co. v. Commissioners (108 U. S., 1). For full list of cases, see Taylor, The Law of Stock 
Corporations, sec. 489 and note. 

* Maine Central R. K, Co. v. Maine (96 U. S., 199) . For full list of cases, see Pierce, The Law ol 
Railroads, pp. 486-7. ^ 
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With State policy and legal tendency, therefore, not only opposed to the eirten- 
sion of exemption, but even operating toward its complete abiolition, th^ practice 
has come to be of but slight significance. 

4. Low taction of railroads.— The practice of leniently taxing railroads was 
an important one until the close of the civil war period. It originated In the same 
conditions which ^ave rise to those two means of stimulating internal improve- 
ment which have just been outlined. Instances of the practice are too numerous 
to mention; but it may be said in passing that they generally took the form of 
taxes at a low rate (upon the bases of earnings, capital stock, and transportation 
property ) , in oif ect amounting to partial exemptions from taxation . A hasty survey 
of a few typical developments of the tendency to tax less and loss leniently as time 
went on will servo to bring the early policy into clearer relief. 

The early history of railway taxation in Georgia reveals a variety of methods 
applied at different times to various companies. Prior to 1850 exemption from 
taxes was the rule. At that time the Memphis Branch Railroad, the Central 
Railroad, and the Georgia Railroad (which will serve as types) were required by 
the State to pay taxes, resx)ectively, of 3G cents on each $100 of capital stock paid 
in, H cent on net income, and per cent on net income in addition to 31^ 
cents on each $100 increase of capital stock. In 1854 all railroads except those 
exempted by their charters, were required by legislative enactment to pay annual 
taxes on their capital stock and assets. In 1858 a tax of U per cent on net income 
was added to the tax on capital stock, besides, in 1863, a graduated tax ranging 
from 5 per cent to 25 per cent upon all net income in excess of 8 per cent on the 
capital stock. In 1866 the rate of the tax on capital stock was fixed at one-half of 
1 per cent. In 1868 certain roads were exempted from the payment of this tax; 
but all were still required to pay the tax on net earnings. In 1874 a tax on prop- 
erty values was provided for in addition to the net earnings tax, and in 1888 a 
definite property tax on the lines of the j)re8ent day method was adopted. 

In New Jersey, likewi.se, the early railroad taxes were levied on a variety of 
principles in accord with special charter provisions.’ Justice Parker, in the 
case of State Board of Assessors v. Central Railroad Company,® outlines with 
clearness the course of railroad taxation in New Jersey: 

“ In the infancy of this class of corporations, when struggling for existence, the 
amount of tax they were recjuired to pay into the State treasury was small. The 
State favored them by limiting the annual tax to be paid by such corporations to 
the one-half of 1 per cent on the cost of their respective roads. This tax was for 
State purposes, and th^ were not assessed for local taxes. The wise and liberal 
policy adopted by the State was founded in part on the fact that the enterprises 
in which such companies were engaged were at that time of doubtful success, 
and in part on the belief that if successful they would contribute vastly to the 
public good. As time processed, these corporations extended their business 
operations and acquired additional property, often of great value, until in some 
sections of the State, especially in the cities, the exemptions from local taxation 
became so great as to encumber the property of citizens liable to be taxed with a 
heavy burden. To prevent injustice ansing from the inequality of taxation, and 
to equalize as far as possible the public burdens, the legislature, on the 2d day of 
April, 1873, passed an act the avowed obk‘ct of which was to establish just rules 
for the taxation of railrojid property. This act made a radical change in the 
system. * The act of 1876, providing for State taxes on railroads, was 

passed after the adoption of the constitutional amendment. This act is almost 
identical with the act of 1873. The chief object of the act of 1876 seems to have 
been to make the ^stem of railroad taxation conform to the constitutional amend- 
ment that took effect in 1875, which prescribed that the assessment should be on 
true value instead of cost. Where the acts of 1873 and 1876 did not conflict, the 
former stood, and under those two acts, both the State and local taxes on railroad 
property in this State were assessed and collected up to the enactment of the law 
of 1884.” 

The act of 1884 established the present system of New Jersev. 

In Wisconsin the act of 1854 provided for a uniform tax of 1 per cent on the 
gross earnings of all railroads. In 1860 all railroad property recpiisite to purposes 
of operation was declared exempt from taxation. In 1862 the license tax on gross 
earning was raised from 1 to 3 per cent. In 1874 it was raised to 4 per cent, 
where it remained until 1876, whjBn a graduated tax was provided for upon lines 
which have been followed in modeling the present system. 


* e. g., The charter of the Somerville and Eastern Railroad (1864) provided for a tax of one-half of 1 
per cent on the cost of the road; that of the Northern Railroad Company (1864), for the payment of 
the sum of 4 cents for each passenger, and of 8 cents for each ton of merebandise carried across the 
State. 

*19 Vroom, 294, 
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B. SECOND PERIOD.-INCREASING AND MORE UNIFORM TAXATION. 

1 development of railroad tax systems is characterized chiefly 

by the decadence of the policies of subsidy and exemption from taxation, and by 
the apphcation of general regulations to the taxation of all railways upon lines 
increasingly stringent and uniform. As has already been intimated, early rail- 
road tax methods were in many instances made the subjects of special charter 
provisions. But in probably the majority of cases, the States recurred, very 
naturally, to methods already employed in the taxation of individuals, and taxed 
ranroads under the provisions of the general property tax. 

With but slight exception (as in the case of Pennsylvania,* which from the 
outset avoided the general property tax in this respect) , the early practice of the 
States was the assessment of all real and personal property by local officials, 
in the same manner as with the similar property of individuals. The adoption of 
plan was not altogether unwarranted by the conditions of the time. Up to 
A corpoi’ations of the coimtry were nearly all of a purely local character. 

At that time none of the great trunk lines had been formed. But changed condi- 
tions soon began to ^pear. In 1851, for instance, various lines were brought 
together to fonn the New York Central Railroad; and in the few years following, 
the Baltimore and Ohio, Pennsylvania, and Erie lines were formed. As the result 
of c^nged conditions brought about by consolidations such as these, new tax 
requirements arose. Inadequate as had been the general property tax under local 
authorities, even under earlier 'conditions, it was now very soon shown to be 
entirely ill-adapted to this new office. Utter lack of uniformity in the operation 
of the system resulting from its local administration, facility of evasion, and 
failure of levies to measure even roughly the taxpaying ability of the different 
companies, among other difficulties, necessitated from time to time the adoption 
of modifications and substitutions, which have at length resulted in present 
systems. 

In the course of this process, certain changes of quite general prevalence among 
the States have been effected. In the first place, there has been widely evidenced 
a tendency to tax transportation companies upon a different basis, or, to say the 
least, in a different manner from that which has been followed in the taxation of 
individuals. Thirty years ago the loc^al general property tax was the main method 
applied to railroad taxation. Twenty years ago changes had already been so far 
effected that railroads were taxed on their property upon the basis of varied local 
assessments in less than one-fourth of the States. And more recently the appli- 
cation of the early method has been so far abridged that it is now to be foundT in 
its ori^nal form in but four States and one Terntory. These which still cling to 
the primitive method are Louisiana, New Mexico, Oregon, Rhode Island, and 
Texas, and in the case of Texas there is a supplementary tax based on a different 
principle. 

There is still prevalent in many sections of the country, however, an attitude 
favorable to the taxation of individuals and of corporations upon the same prin- 
ciple and in the same manner. Such, for instance, is the notion which pervaded 
the deliberations of the extra session of the Michigan legislature in 1898, convened 
to consider the subject of railroad taxation. Such, likewise, is the express require- 
ment in a number of State constitutions. But the preponderance of practice is in 
the other direction; even in the (jases of those constitutional requirements which 
have just been mentioned their practical force has been, in large measure, 
destroyed by the decisions of the Federal Supreme Court in a series of cases which 
hold that State constitutional provisions declaring that a certain large class of 
persons and corporations shall be taxed by general laws, uniform as to the class 
upon which they operate, allow a rule for railroads different from that which 
applies in the taxation of individuals.® 

By way of explanation, however, it must be stated that in the majority of those 
cases where changes have been effected, the property tax has not been abandoned, 
but modified. There has been embodied in this growth simply an attempt to 
adapt the property tax to the most obvious requirements of a system of raifcoad 
taxation. The result of this process of adaptation has been the establishment of 
methods for railroad taxation which differ essentially both in their operation and 
in their administration from those employed in the taxation of individuals, and 
even of other corporations; railroad property is made a special class for purposes 
of taxation in that it is subject to assessment by State, not local, autnonties. 


1 Pennsylvania, at first, like many other Stales, employed special railway taxes. For Instance, In 
the charter of the Pennsylvania Railroad Company, Incorporated In 1846, a tax of 6 mills per ton-mile 
upon all merchandise tranyx)rted, except the ordinary baggage of passengers, was proviaed for.- 
*See State Railroad Tax Cases (92 U,S.,675). 
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The New Jersey tax commission of 1897, in its report, very well points out the 
distinct character of the two systems in a statement which is generally applicable: 

“ It will be readily seen that these two systems, thus descnbed and contrasted, 
are not coordinate; there is no tribunal in the State clothed with powers in which 
the values of the one class can be contrasted with the values of the other; they 
nin in parallel lines, so to speak, being two separate, independent systems.” ' 

In fact, the incorporation of the feature of assessing the value of the railroad 
franchises, in addition to that of visible property, in the systems of many of the 
States, has so far obscured, or at least modified, the workings of the original prop- 
erty tax as to effect by existing methods a substantial divorce from the methods 
applied in the taxation of individuals. 

As an offshoot of this tendency toward railway tax systems, distinct from those 
employed in the taxation of individuals, has come a process of change in the 
direction of a Rowing de^ee of centralization in railroad tax administrative 
machinery. With the widening scope of railway consolidation effective local 
administration of railway taxation has come more and more to be a matter of 
practical impossibility. Experience has shown that the problem is by so much 
furthered toward solution as the progressive steps toward the formulation of a 
tax system tend to broaden the field of the application of that system; legislative 
practice has of necessity followed these lines. 

In the legislation of many of the States one of the accompaniments of the cen- 
tralizing tendency which is becoming more and more noticeable is the practice of 
authorizing certain State officials to examine the books and papers of transporta- 
tion companies for information in the making of assessments. There seems to be 
a growing desire to reach by taxation every company’s full earning capacity, and 
the adoption and extension of this device of examining railroad accounts is an 
attempt toward the attainment of that end. Whether its workings are effectual 
as at present applied is questionable. The commissioner of railroads of Michigan, 
for instance, asserts that “that provision of the statute which gives the commis- 
sioner the right to examine books and jiapers is a humbug. It takes six months 
to examine a little broken bank in Lansing. How long would it take to examine 
the affairs of a great railroad? But aside from any consideration of the ineffi- 
cient character of the regulation, the fact of its increasing prevalence is evidenced 
in State legislation. The growing advocacy of a uniform system of railway 
accounting deserves to be noted as tending in the same direction. Possibilities of 
railroad regulation, beyond the mere matter of taxation, are involved in these 
plans. 

C. SPECIAL LINES OF DEVELOPMENT. 

We must now consider a little more closely certain special features of the 
changes which have been brought about in the formulation of distinct systems 
for tne taxation of transportation companies, namely, those changes which, 
developing from cruder methods, have resulted in transportation taxes upon the 
bases of property, capitalization, and business receipts, the latter two, oroadly 
speaking, characterizing the States east of the Mississippi and north of the Ohio, 
and the first the remaining sections of the country. There are differences of 
opinion as to the relative advantages of the different methods. Thus, some 
writers and public men, approaching the question from the standpoint of justice 
in tax distribution among the various companies, look upon earnings taxes as the 
most desirable; others, impressed with the difficulties which appear to lie in the 
way of successfullv administering taxes on earnings, favor taxes based on capi- 
talization, and still others, who think that corporations ought to be taxed upon 
the same basis as individuals, favor the prtmerty tax. These mfferences of opinion 
will come out from time to time in what follows. 

1. Taxes on property modified.— In the majority of the States, as we have 
already indicated ^departures from early tax methods took the form of a modifica- 
tion of the original propertjr tax as employed in the taxation of individuals. Sys- 
tems based on cash valuation of property or of property and franchise by State 
officials came into use. In 1880 the general property tax, although lying at the 
bottom of the systems employed in most of the States, was, in its primitive form 
of local assessment, the exception rather than the rule, and during the two decades 
which have since elapsed the system of cash valuation by State boards or officials 
has made still further inroads into those States where the local property tax was 
formerly in vogue. Such, for instance, has been the case in Arlcansas, in Iowa, 
and in other States where the demand for greater uniformity in administration 
has necessitated this change. 

To be sure, the origin of this method in the general property tax and its subse- 
quent development along the lines of that system do not warrant the expectation 

1 Report of the New Jersey tax commission of 181>7, p. 10. 

» Supplement to the Miclilgan Senate Journal, extra session of 1898, p. 11. 
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of close approach toward correctness of principle in its formulation or of high 
degrw of efficiency in the details of its operation. It is not sui-prising, when we 
consider the rapid growth of the country’s external and internal traffic, that tax 
legislation has failed to adapt itself completely to the new requirements which 
have arisen because of this speedy growth. American legislative activity, par- 
ticularly in the field of taxation, has always been conservative, and it is but a 
natural consequence of the conservative tendency to regard the tax on property 
values as the “measure of justice and ecpiality ” that the old principle has been 
embodied in the railway tax systems of most of the States. 

The system of railroad taxation based on cash valuation of property or of 
property and franchise is rather comjfiex in its administration. As regards 
details, its operations are not identical in any two of the States, but its main 
features are everywhere the same.* 

In about a third of the States the process of departure from early methods 
took the form of a series of substitutions for, rather than modifications of, the 
general property tax. 

2. Taxes on capitalization.— In a number of States systems based on the vari- 
ous forms of capitalization were adopted. Prior to 1880 considerable progress 
had already been made in this direction.- In Connecticut, for instance, a tax 
based on valuation of corporate capital and floating and funded indebtedness 
came to be employed; in Maine, one based on market valuation of capital stock 
was adopted, and in New York, one providing railroad taxation in common with 
corporations generally, upon the basis of capital stock ac(!ording to dividends, 
was established. Since 1880, as regards railroad taxation, but little advance has 
been made in the introduction of th(‘.se methods into new States. Their most 
significant extension has been in the cases of the various other classes of trans- 
portation companies; but these will be mentioned later. 

One of the most serious obstacles to which taxes based on capitalization have 
been exposed in the past has been the restriction which has been put upon the 
taxation of corporate bonded debt by decisions of the United States Supreme 
Court. In 1872 that body decided, in effect, that a State tax on that portion of a 
company’s bonded debt which is held by nonresidents of that State is unconstitu- 
tional.® It is a well-known fact that the bonded capitalization of the railroads of 
the country is nearly equal in amount to their capital stock, and that, therefore, 
a tax which rests in its immediate incidence niei-ely upon the capital stock of a 
railway corporation, reaches o7ily a portion of the real investment. To this fact 
may probably be traced the origin t)f an influence which has acted as a deterrent 
to the wider adoption of taxes based on capitalization. 

In a comparatively recent Oregon (;ase, however, the Supremo Court arrived at 
the decision that a tax levied within a State upon a foreign held mortgage, which 
is secured by real estate situated within that State, is constitutional.^ Should this 
doctrine be held to apply to corporate forms of moitgage indebtedness, a note- 
worthy change in the status of the tax on corporate capitalization would be 
effected. Such, at any rate, has been taken to be the implication of the decision 
by the committee of the New York legislature of 18U9, which drafted a bill pro- 
viding for the taxation of debts and obligations secured by mortgage of real 
estate situated within the State.® 

3. Taxes on receipts.— Another method of railroad taxation which was formu- 
lated in the place of the general property tax, was that of the tax on business 
receipts. Prior to 1880 taxes based on this princiide had already been established 
in a number of States. Thus, Michigan, Minnesota, and Wisconsin had gradu- 
ated gross receipts taxes.® In Pennsylvania, too, a tax on gross receipts, in addi- 
tion to the earlier general corporation tax on capital stock, was established; and 


1 For outline of thia method, ace p. 14. 

2 Numerous precedents had already l>cen set In the taxation of corporations other than railroads. 
For nislance, Georgia, in 1S05, and Mjwsachu.setts, in 1S12, mussed acts imposing taxes on the capital 
stock of banks. A number of States, t(K), had already applied this method in the early taxation of 
railroads. Such was the ease in Kentucky, where, for instance, the Licking and Lexington, the Louis- 
ville and Frankfort, and other railroads incorporated in 1847 and thereabouts Avere required by 
charter provision to pay taxes based on tbeir capital .stock. Siu-h also was the case in Georgia, as 
we have already seen, as well as in Maasachusetts, Maine, Michigan, and other States, where special 
provision was made with a view toward dealing leniently with roads which were In a struggling 
condition. 

sCase of State tax on foreign hehi bonds (I.*} Wall., ,‘100;. 

< Savings Society v. Multnomah County (109 U.S.,421). 

ft Report of joint committee on taxation of the New' York legislature of 1899, p. 12. 

"Here again precedents had been set in the taxation of corporations other than railroads. Such 
were the early taxes on the premiums of insurance companies ^generally gross premiums or gross 
receipts); e.g.,theNew Yorktaxof 18‘29,of 10 percent on the premiums of foreign fire insurance com- 
panies, and the similar taxes of 1825 in Vermont, of 1832 In Massachusetts, of 1839 in Maryland and of 
subsequent years in other States. From 1840 to 1880, gross receipts taxes on railways were employed 
in a number of States, but were subsequently abaudoued. Such were the Alabama tux of 180.5 t.nd 
the Iowa taxes of 1808 and 1870, 
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in Delaware and Virginia, net earnings taxes were adopted to supplement the 
existing taxes of those States. Since iM) the gross receipts tax has own still fur- 
ther extended. For example, in 1881 Maine abandoned tnetax on capital for one 
based on gross receipts; in the same year New York supplemented its existing 
system by a gross receipts tax; and in 1882 Vermont, like Maine, provided for a 
tax on gross receipts. But in Vermont, as the fesult of constitutional exigencies, 
this tax has since been made alternative with one based on property valuation. 
The former method, however, still prevails in practice. Since 1^0 several other 
States, following the example set by Pennsylvania and New York, have adopted 
gross receipts taxes supplementary to previously existing systems. 

But those cases in wnich taxes on receipts or earnings have been openly intro- 
duced into State tax systems, are not the only ones in which these methods are 
applied. In States where the property valuation prevails the State boards whose 
duty it is to determine valuations very often have considerable discretionary 
power. The tax laws which apply in these cases frequently provide that the assess- 
ment boards shall value railroaa property with a due regard to its earning capacity. 
In such instances, the possibility of arriving at a valuation which will bear an 
approximately constant relation to earning capacity, though only infrequently 
realized, still exists. And still further, in tliose States where the franchise is val- 
ued in addition to property, both earnings and capital are often considered in arriv- 
ing at a valuation. The application and extension of methods such as these are 
to oe regarded as at least an indication of a drift of sentiment toward tax meth- 
ods based on railway earning capacity. That clause in the constitution of North 
Dakota which explicitly recognizes the tax on gross receipts as one suited to rail- 
w^ taxation must also be regarded as indicative of ix)S8ibilities in this connection. 

The stand which has been taken by the Supreme Court of the United States in 
the matter of the taxation of receipts from interstate traffic, however, has prob- 
ably placed a serious impediment in the way of a much wider extension of the 
railway gross receipts tax than at present exists. In a series of litigations, the 
Supreme Court held that a State tax on gross receipts resulting from interstate 
traffic, except when levied as a franchise tax, is an interference with interstate 
commerce, and is therefore unconstitutional.' 

Owing largely to the influence of these decisions, as well as to causes of a local 
nature, there appears to have set in within the past five years a tendency away from 
the CT 088 receipts tax in two States which have in the past been its main strong- 
holds. In Wisconsin, and to a greater degree in Michigan, the existing systems 
have been subject to opposition. 

In the case of Wisconsin, the feeling in the matter is well voiced in the report 
of the Wisconsin tax commission of 1898. They say: 

“Most of the forms of tangible property are already taxed in full proportion 
to their value. In the case of banks, manufacturing, and trading corporations, 
corporate property appears to be as highly taxed as that of private individuals; 
but we do not think that this is true of any class of corporations taxed on the 
basis of earnings or on the mileage basis.” 

There is at least a single reason why taxes on earnings are apt to be at a rela- 
tively lower rate as measured by property than direct property taxes. Under the 
general property tax, as it is commonly administered, assessed valuations are 
generally only fractions (varying often from one-half to three-fourths) of the 
true value of the properties subject to assessment. Upon the surface of things, 
therefore, the rate of tax on property appears relatively higher than it really is. 

In Michigan the agitation against the existing tax on gross receipts has been 
very spirited.® In 1897, and again in 1898, the railroad commissioner of the State 
in his reports arraigned the State system as unjust and ineffective; he recom- 
mended in its stead the adoption of a tax based on property valuation. The 
governor of the State and other prominent men have been untiring in their 
efforts to bring about such a change. As a result during the legislative session 
of 1^7, the “Atkinson bill ” was introduced. It failed to pass at that session, 
and was made the issue for a special session. After various experiences it was 
passed by the legislature of 1899. This bill, which was largely modeled after the 
Indiana law, provided for a railway-tax system based on cash valuation of prop- 
erty and franchise, upon general lines similar to those which characterize that 
system wherever it prevails. The law, however, was very short lived; for not 
long afterward the supreme court of the State in two test cases ^ declared it 
unconstitutional. 

1 Compare Fargo v. Michigan (121 U. 8., 230), and Philadelphia and Southern Steamship Company 
(122 U. 8., 826), with Maine v. Grand Trunk Railway Company, 142 U. S., 217. 

• Report of Wisconsin Tax Commission of 1898, p. 157. 

«78 Northwest Reporter, 125. 
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How much this agitation is the result of merely transitory political influences, 
and how far it is the outcome of strictly economic causes, it would be difficult to 
determine. Whatever may bo the vermct on that question, it is evident that the 
political struggle against the existing system has not yet spent its force; and in 
view of the fact that the people of the State, in the fall election of 1900, voted in 
fay or of a constitutional amendment rendering property taxation’ possible, it 
ought not to be a matter of surprise if a measure substantially the same as the 
AtMnson bill were yet to find its way into the statute books of Michigan. 

The experience or Maryland has oeen quite the opposite of that in Michigan 
and Wisconsin; for under the law of 1896 the gross-receipts tax on railroads was 
noticeably expanded. 

4. Apportionment of taxes between States.— In connection with the taxation 
of transportation companies upon all of the bases which have been mentioned 
alxive, there has been rapidly spreading an administrative device for the prorating, 
according to mileage, or taxable elements of an interstate character. In the case 
of the tax on cash valuation of property the necessity for the adoption of this 
plan arises, of course, only in the taxation of rolling stock. The plan generally 
lollowed in such cases is to tax rolling stock upon that portion of its value which 
is represented by the proportion of mileage traversed witliin a State to the total 
mileage covered. 

Under the tax on capital, in the case of foreign corporations, the legal renuire- 
ment that only such portion of the capitjil .stock of any company as is employed 
within a State shall be taxed by that State has resulted in the general adoption 
of the plan. The taxation of sleeping-car companies in Pennsylvania furnishes a 
good example of this practice. In that State the capital stock of every such com- 
pany is assessed by a State official, taking as the basis of assessment such propor- 
tion of the capital stock as the number of miles of railroad over which the cars 
of the company are run in Pennsylvania bears to the mileage in that and other 
States over which its cars are run. The legality of this method has been repeat- 
edly affirmed by the United States courts.^ In the case of domestic corporations, 
although the practice of prorating is not neces.sitated by legal decisions, recogni- 
tion of the practical justice attainable under the method has led to its general 
adoption. 

Under the gi'oss receipts tax, so far as concerns foreign corporations, any attempt 
by a State to tax receipts other than those resulting from purely intrastate traffic 
encounters a direct prohibition in the decision or the United States Supreme 
Court. In the case of domestic, (corporations the right of any State to measure 
the value of a franchise which it has granted by total receipts, even including 
those from intersuite traffic, has been upheld by the courts.® But the plan gen- 
erally followed in such a case has been that of taxing only a mileage proportion 
of the gross receipts. Such, for example, is the method followed in Maine, where 
receipts from business of an interstate character are prorated according to the 
ratio which mileage traversed in doing business within the State bears to total 
mileage covered both within and outside of the State, 

There appear to be no cases where (companies doing an interstate business are 
taxed on their entire gross receipts. Where the prorating method is not expressly 
provided for statutes usually declare that the tax shall apply to “ receipts from 
business done within this State.” In practice there appear to be two ways of 
carrying this out, either by taxing all companies (both foreign and domestic) upon 
their receipts from business done wholly within the State, or by taxing all com- 
panies by the prorating method, foreign companies not caring to appeal to the 
courts to avoid the resulting addition to their taxes. 

D. MISCELLANEOUS TRANSPORTATION AND TRANSMISSION 
COMPANIES. 

One of the practices which is constantly becoming more and more prominent in 
the enacting of State tax laws is that of making specific provision for the taxa- 
tion of transportation and transmission companies other than railways. Of recent 
years this has been particularly the case with those companies which do a busi- 
ness upon the various railway lines of the country, complementary and subsidiary 
to the railway business.- In legislating for the taxation of these companies the 
States have very noticeably avoided the property tax. It appears to nave been 
quite generally recognized that a tax on the mere value of the property of these 
companies would be entirely ineffective in reaching their true taxable capacity. 
That this evil does actually arise under the property tax is amply affirmed in the 
experience of those States which still cling to that tax. But changes are con- 


iSee Pullman Car Company v. Pennsylvania (HI U. S., 18). 

sstato tax on railway gross receipts (If) Wall., 284) ; Maine v. Crand Trunk R. R. (k). (142 U.S.^217). 
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stantly bein^ effected, and the general practice of recent years has been mani- 
festly pointing to the abandonment of old methods and tending toward the 
adoption of others, which have already proved tolerably efficient in a number of 
the States. 

1. Hzpreas companies.— In the case of express companies the need for spe- 
cific tax provision has been very marked. Under the local general property tax 
these companies have almost entirely escaped taxation. The attorney-general of 
Montana not long ago made a statement bearing on this point, which is typical 
of the operation of this method wherever it is employed. He says: 

“ Take, for instance, one of the principal express companies operating in this 
State (Montana); in one county it undoubtedly does a business of several hun- 
dred tnousand dollars, and the property owned by it in the county subject to 
taxation will not aggregate in value $5,000. The system now prevalent, which 
ignores the franchise and simply assesses the tangible property, is practically a 
farce.” 

Many States have sought to remedy this state of things by specific legislation 
on the subject, and in most cases where this has been done the gross receipts 
tax has been adopted. Of quite recent years, however, the legislative trend 
appears to be toward a form of tax based on capital stock. Indiana adopted such 
a tax in 1893; Wisconsin pursued a similar plan in 1899, and Iowa in 1900. Ohio 
several years ago changed over from a gross receipts tax to one nominally based 
on cash valuation of proper^, but in reality fixed very largely on the basis of net 
earnings. The practical difficulty of making adequate provision for the taxation 
of these companies, at least in the light of various legislative efforts in the matter, 
is not a slight one. It will be interesting to note the experience of Texas, which 
is not far from typical in this respect. 

The first law in that State upon the subject, enacted in 1879, in line with South- 
ern tendencies, provided for a specific annual tax of $700, to be paid by every 
company doing business within the State. In 1882 the amount of the tax was 
reduced to $500. This law continued in force for seven years, when the amount 
of the tax was raised to $1 ,000. This act was, in turn, repealed in 1895, when the 
present law, taxing these companies on the basis of their gross receipts, was 
enacted. The woriangs of this law appear thus far to have been attended with 
satisfactory results. 

2. Palace-car companies.— -The taxation of sleeping, palace, and dining car 
companies has claimed considerable attention during tne past twenty years. In 
a number of States taxes based on cash valuation of rolling stock have been 
adopted. But in the majority of cases where the taxation of these companies has 
been the subject of legislation the gross receipts tax has been adopted. The tax 
on capital has also gained ground, as is shown bv the enactment of the Indiana 
law of 1893 and the Wisconsin law of 1899. The experience of Texas in this 
matter, as in the case of express companies, is an interesting one. The first law 
on the subject, passed in April, 1879, provided for an annual tax of $2 per mile 
of road in the State over which cars were hauled. Three months later the sys- 
tem was changed to one of a tax of one-half of one per cent on the value of cars 
used in the State. In 1881 this law was repealed, and the law levying $2 per 
DPfile was reenacted. A year later the tax was reduced to 50 cents per mile. 
All of these laws having proved unsatisfactory the present law was passed in 
1893. This, with the supplementary law of 1897, provides for a tax of one-fourth 
of one per cent on the annual value of the gross receipts of the companies con- 
cerned, in addition to a tax of 25 cents on each one hundred dollars’ valuation of 
the capital stock employed within the State. 

3. Fast-freight lines.— The problem of the taxation of fast freight and car lines 
has of recent years received a considerable share of attention. In the framing of 
laws for their taxation the tax on capital appears to have been the prevailing 
model. Such was the case with the Wisconsin law of 1899, as well as with the 
law passed in Minnesota in 1897, where all other transportation companies are 
taxed on the basis of gross receipts. 

4 . Summary.— Upon the whole, the most marked tendencjr to be noted of recent 
years in the legislation for the taxation of express companies, sleeping-car com- 
panies, and freight-line companies has been one which points to the increasing 
adoption of taxes on capital. The Maryland law of 1893, which already had note- 
wort^ precedents in tne general cor^ration tax systems ot Pennsylvania and 
New York, appears to have set an example which has been followed quite widely 
in the States northwest of the Ohio River. The gross receipts tax, largely as the 
outcome of the intervention of the Federal judiciary, has of late been but little 
a^pted. 
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The most notable practice among the States in the taxation of telegraph 
companies has been that of taxing them on a valuation of telegraph lines, 
determined on the principle of a fixed sum per mile of wire. This plan and that 
of the tax on gross receipts constitute the two methods which prevail in the 
majority of the States. With telegraph companies, as with railroads, the deci- 
sions of the United States Supreme Court have been unfavorable to the taxation 
of interstate receipts.* 

Legislation for the taxation of telephone companies has been upon much the 
same lines as with telegi’aph companies, except that not infrequently as regards 
the former, instead of the method of levy at a specific sum per mile of wire, the 
plan of a fixed tax per instrument in use has been followed. In a number of 
States, moreover, teleplione companies have been made subject to taxes on gross 
receipts, where telegraph companies have been taxed on some other basis.** This 
has been due, at least in part, to the fact that the telephone business is still mainly 
of a local character, witn the result that a tax on the gross receipts of a telephone 
company, which are predominantly of an intrastate character, d^oes not, as in the 
case of telegraph companies, encounter the liniitations which have been imposed 
by Federal court decision. 


E. OTHER EXPANDING PRACTICES. 


1, Taxation of foreign corporations. — There yet remain to be noted several 
changes in the practice of taxing transportation companies, which are coming 
more and more to characterize the taxation of corxiorations generally. Chief of 
these is the growing practice of treating domestic and foreign coriwrations upon 
the same general footing. This has come to be the case almost universally with 
the tax on cash valuation of property. In the case of the tax on capital. State 
policy and practice are tending in the same direction; and even where the gross 
receipts tax prevails, although exceptions in practice still exist. State authorities 
are more and more striving to conform to this rule. The State courts are being 
instrumental in bringing about the same result. For example, in New Jersey 
the supreme court has decided that it is not competent for the State to lay a tax 
upon a foreign corporation in a mode which differs in principle from that which 
it applies tc the taxation of its own corporations.^ In California it has been held 
by the court that in case a corporation does an interstate business, such that the 
State has no power to keep it out, the as.sumption is that the State must apply to 
it the same principle of taxation as is applied to domestic corporations.® Further, 
the Louisiana constitution of 1898 provides that foreign corporations may be 
taxed in a different mode from domestic corporations, but that the principle 
which is applied must be the same in both ca-ses. 

With regard to those laws which have been enacted in many States, under a 
variety of names, for the levying of a fee upon corporate charters, similar facts 
are to bo noted. In New York, for instance, according to the decision of the 
courts, the State tax on organization applies to foreign corporations beginning to 
do bu8ine.ss within a State, as well as to those of domestic origin. The Vermont 
laws of 1890 and 1894 make provision to the same effect, as do, also, the more 
recent laws of Texas and Washington. 

2'. Taxes on incorporation.— Another practice which is of growing signifi- 
cance is that of levying taxes upon the incorporation and organization of corpo- 
rations and joint-stock companies. Fifty years ago legislation of this character 
was far from general. At present laws of this type are to be found in nearly 
two-thirds of the States. The same, in the main, holds with regard to the levy- 
ing of many of the so-called “ license taxes ” on corporations, and also, since 1878, 
with respect to the introduction of the franchise feature into the systems of many 
States. 

3. Taxes on securities.— Finally, that change of attitude which is resulting in 
the abandoning of the tax on security holders must be noted. Not many years 
have passed since the practice of attempting to collect a tax from the holders of 
corporate securities was almost universal. Of recent years, particularly in the 
case of railroad securities, a large proportion of the States nave given up the 
•attempt, and, instead, have sought to tax the corporations directly to the full 


Telegraph Company v. Texas (105 U. 8., 460), and Ratterman v. Western Union Telegraph Com- 
pany (127 U.S.,411). 

g., Connecticut, Mississippi (according to number of subscribers), and Tennessee. 


8e,g.,ln Alabama, Kentucky, North Carolina, Vermont, and Wisconsin. 
♦Erie Railway Company v. State (81 N. J.,581, 648;. 

6 San Erancisco v. Liverpool Insurance Company (74 Cal., 118). 
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extent of their apparent taxable capacity. The laws of California and of Arizona, 
for instance, have gone so far as to forbid explicitly the taxation of both corpo- 
ration and security holder, the law in the latter State asserting that “ shares of 
stock in a corporation possess no intrinsic value over and above the actual value 
of the property of the corporation for which they stand.” The increasing prev- 
alence of this attitude, in addition to the fact of the practical impossibility of 
collecting a tax from the holders of securities, are both indicative of the aban- 
donment of the practice. 


Chapter II. 

AKALTSIS OF FBESENT METHODS OF TAXING TEANSPORTATION 
COMPANIES. 

State practice in taxing transportation companies is a varied one. There seem, 
however, to be three principles upon which the different State systems have been 
based— -the property-tax principle, the income-tax principle, and the fee principle. 

The essence of the property-tax principle is that all probity shall be taxed at 
its true cash value — i. e., the price it would bring upon sale in the open market. 
The essence of the income-tax principle is that taxes shall be levied in proportion 
to income. Both property and income taxes are compulsory payments for the 
support of Government, and with both the aim is to adapt, as far as possible, 
the amount of levy to the taxable capacity of the various taxable subjects. The 
fee principle is different. The fee is a payment for benefit received. It may or 
may not bear a constant relation to taxable ability, and it may be either recurring 
in its levy or levied once for all. It may equal the full amount of benefit received 
or it may be less than the amount of benefit. 

A. THE PROPERTY-TAX PRINCIPLE. 

The property-tax principle underlies the systems of most of the States. It is 
embodied in two distinct forms. The predominant type is found in the property 
tax pure and simple, where direct assessment of property, as in the case of indi- 
viduals, is the rule. Less prevalent, but no less sif^ificant, is the form exempli- 
fied in the various taxes on capitalization, based on indirect or inferred valuations 
of corporate property. 

1. The properly tax.-— This is the most common method of taxing transportation 
companies. In a few cases it is subject to purely local administration, but in 
most of the States valuations are made by State boards or officials. The work- 
ing of the latter method, though not in detail identical in any two of the States, 
coincide in some such general characteristics as the following: Certain designated 
officials of the various railroad companies are required to return sworn statements 
or schedules to State officials, setting forth in detail the length of line with all its 
teacks, and the proportion thereof in each tax district of the State, all personal 
property of every kffid, all rolling stock, and often a detailed description of the 
construction of track and roadbed, the time spent in that construction, and the 
value of materials employed. There is also required a full statement of all real 
estate owned or used in each tax district; of all stations, houses, or other build- 
ings, and all equipment connected therewith; of the amount of capital stock, 
including its market value, or if there is no market value, the actual value of the 
shares, in some cases including a list of the shareholders and their places of resi- 
dence, in addition to a statement of the total amount of all indebtedness, gener- 
ally excluding current ei^nses. In some States the schedule must contain a 
stetement of the respective companies' entire gross receipts, entire operating 
expenses, and entire net earnings, with a supplementary statement of the amount 
of such receipts, eiroenses, and earnings resulting from business done exclusively 
within the State. Neglect to furnish these sworn schedules is generally attended 
with heavy penalties, and false statements are punishable as perjury. Further- 
more, in many cases, the State officials, to whom these reports are made, are 
empowered to require additional statements when necessary, and even, as pro- 
vided in a number of States, to summon witnesses, to examine them under oath, 
and to compel the production of corporation books and papers. The work of 
assessment on the basis of these returns is genertdly intrusted to a specially con- 
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board by Whom the valuation is determined and in most cases^ 
nf f taxing districts for the computation and collection 
V ^ail^oad real estate not directly employed in traffic operations is 
both assessed and taxed by local officials. ^ 

The chief advantages of this general method may be summed up as follows! The 
duties of assessment are in the main perfonned by experienced and competent 
officials, thus minimizing the liability to unequal assessments, as between local- 
ities and between companies, under a property tax; the popular demand that 
co^rations be taxed upon the same basis as individuals is realized; the method 
IS in accord with both State and Federal constitutional provisions, besides being 
both reasonably productive and constant in its yield from year to year. 

The reports of special State tax commissions in the main say little about the 
property tax except by way of condemnation, upon both practical and theoretical 
pounds; but the general attitude of State administrations and legislators toward 
the possibihty of devising better methods appears to be much the same as that of 
the controller of Flonda, when he says: 

‘‘ The law provides for a uniform and equal rate of taxation, and that all prop- 
erty shall be assessed at its ‘ full cash value,’ but it seems to be almost impo^ible 
to devise laws, however plain and explicit, that will result in an equal distribu- 
the burdens of government according to the value of the property owned 
and the ability of the person taxed to meet the obligation.” 

The chief defects of the method may be summed up by saying that it is cum- 
^rsome in its administration and not proportional to the earning power of the 
different companies taxed. The latter is its main failing. To illustrate: In Illi- 
nois, where the system of valuation is as exacting in its provisions and probably 
as thorough in its execution as in any other State, equality in distribution has not 
been reached. The following table will verify this statement: 


Railroad. 


Chicago and Alton 

Chicago, Burlington and Quincy . . . 

Rock Island und I’corla 

Lake Shore and Michigan Southern 
St. Ix)uis, Indiana and Eastern 


Asfie.sscd 

valuation. 

Not oarn- 
inga. 

Ratio of 
net earn- 
ings to 
assessed 
valuation. 

Index 

number. 

$5,511,641 

$6,022,315 

Per eent, 
109.27 

98.4 

7,865,938 

8,724,997 

669,068 

110.92 

100.0 

893,752 

74.86 

67.6 

660, 706 

461,630 

65,683 

69.87 

62.9 

101,707 

64.48 

68.1 


It is interesting to note that with the above roads, which have been chosen indis- 
criminately, the tax varied inversely with the amount of earnings. Further 
investigation along the same line developed the fact that, though exceptions are 
too immirtant to establish a general rule, the general trend was In this direction. 

Similar facts are to be noted in Kansas, although in that State, owing largely 
to more fluctuating business conditions, the property tax approaches even less 
than in Illinois the attainment of equality. A few instances are given in the fol- 
lowing table:* 


Railroad. 

Amount 
of taxes. 

Net earn- 
ings. 

Ratio of 
net earn- 
ings to 
taxes. 

Index 

number. 

Atchison, Topeka and Santa Fe 

$645,113 

277,566 

:495,:t71 

88,125 

45,263 

77,265 

$3 958 008 

Percent. 

73.8 

A 

Chicago Rock Island and Pacific 

L683I640 


MLsaourl Pacific 

ora 

82,1 

76.6 

100.0 

Ktyisns City, Fort Scott and Memphis 

i } vW, OuO 

564,678 
878,606 
82 396 


St, J(>8eph and Grand Island 


St. Ixiuis and San Francisco 




lOT 

12.8 


1 Report of the controller of Florida for 1S98, p. 10. 

2 Figures are for the year ending June 30. 1898, and are compiled In the case of Illinois from the 

reports of the Illinois State board of equalization, and of the railroad and warehouse commission for 
1898; and In the case of Kansas from the reports of the State auditor and of the State board of railroad 
commissioners for 1898. Net earnings here, as elsewhere, are taken to represent gross recolnls Imm 
expenses of operation, o *v 



1020 INDUSTRIAL COMMISSION : — TRANSPORTATION. 


“The following table shows the percentage of taxes paid in Ohio to net income 
arising in Ohio in the year 1892 by a nnmber of railway companies which are 
believed to be representative ones: ' 


PcrcenUige 

Lake Shore and Michigan Southern Railway Company 11,22 

Cleveland, Columbus, Cincinnati and St. Louis 10, (>2 

Pennsylvania System 6. 90 

The Valley Railway 8. h;i 

Cleveland and Capton 7. 05 

Cleveland, Lorain and Wheeling 0, 39 

Cleveland and Pittsburgh 8, 18 

Toledo and Ohio Central 0.51 

Columbus, Hocking Valley and Toledo 5. 16 

Cleveland and Marietta 8, 25 

Cincinnati, Portsmouth and Virginia 17. 94 

Baltimore and Ohio Southwestern 6. 57 

New York, Chicago, and St. Louis 11. 99 

Wheeling and Lake Erie 7. 99 

Cincinnati, Hamilton and Payton 9.35 


Over periods of time the property tax is likewise ineffective as a measure of tax- 
paying capacity. It is inelastic in that it fails to adapt itself even to measurably 
permanent changes in the profitableness of the railway business. The Ohio tax 
commission of 1893 in its report brings out certain facts which bear directly on 
this point: * 

“ The valuation of the Lake Shore and Michigan Southern Railroad Company 
in the year 1878 was $12,996,609; in the year 1892 it was $12,457,745. In the year 
1878 the gross earnings of the whole Lake Shore System were $13,505,159, whereas 
in the year 1892 the gross earnings were $22,415,382 and the net earnings were 
$6,612,192, as against^, 493,165 in 1878. 

“ The comparison for the same respective years of the valuations of the Cleve- 
land and Pittsburgh Railway Company is equally striking. In 1878 the whole val- 
uation was $5,731,000; in 1892 it was $4,495,000. On the other hand, the company 
did 50 per cent more business in 1892 than in 1878, its gross receipts being $2,272,1(56 
in 1878 and $3,429,278 in 1892. 

“ The Pittsburgh, Fort Wayne and Chicago Railway Company was assessed in 
Ohio in 1878 at $10,732,001, and in 1892 at $10,525,948, while the gross receipts in 
1878 were $7,830,000 and $11,659,142 in 1892.” 

These illustrations have been chosen in instances where identity in point of 
mileage of line from 1878 to 1892 was substantially preserved. The year 1878 was 
selected because it differed in point of valuation in no material way from other 
years of that period. The real value of the property of these lines, if determined 
on the basis of earnings, undoubtedly increased during this period; and had 
account of this increase been taken the valuation would unquestionably have 
more nearly approximated a constant relation to earnings. Other States show 
results fully as bad. 

In the administration of the tax on the cash valuation of property the method 
of arriving at a valuation by capitalizing earnings at a certain percentage must 
not be confused with the property-valuation method. Such a method practically 
amounts to a tax on earnings, and in its effect avoids some of the objectionable 
features of the property tax. Such a method has already been followed in New 
York and has b^n pronounced legal by the courts of that State. In Ohio it has 
had a limited application, and in a few other States it is occasionally employed in 
measuring the value of franchises for taxation, but instances are so isolated as to 
be of but slight importance. 

The general p roperty tax as locally administered is peculiarly liable to facility 
of evawon and lacK of uniformity in its operation. The latter failing is typically 
illustrated by an instance cited m the report of the New York railway tax com- 
mission of 1879, where it is stated that in two adjoining counties of the State 
(New York) the valuation of the same railroad, as determined by the assessors 
of the two counties, varied $24,000 per mile. Other counties varied as much as 
$20,000 per mile. 

2. Taxes on capitalization.— (a) Tax on capital stock af jxxr.— This tax is. of 
slight significance from the standpoint either of present or of probable future 
Stete practice. 

(b) Tax on capital stock at actual or market value, and on capital stock plus 
bonded .— In those States where these methods have been followed results 

have been reasonably satisfactory. 

The Massachusetts tax commission of 1897, commenting on the system of that 
State, remarks that “little complaint is heard regarding those taxes— a signal 

1 Report of the Ohio tsx commlHslon of 1893, p. 68, 

»Ibl(J, p.62. 
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proof that the taxpayers accommodate themselves, if not with ease, at least with- 
out serious complaint, to burdens which are steady, regular, predictable, and for 
affi>8 are able to make calculations and adjust their 

“ The corporation taxis particularly simple, and is assessed with unerring exact- 
ness in the case of large and well-known corporations, whose shares are regularly 
dealt in, and consequently have a publicly recorded value. Railways, bai^s, the 
larger manufacturing corporations, ana others whose stocks are frequently 
quoted, are taxed without a word of inquiry and without a possibility of escape.” > 

Moreover the tax is economical in its administration and tolerably constant in 
its^eld. Applied to railroads, the Massachusetts tax, like the corporation taxes 
of 1 ennsylvania and New York, has fairly well kept pace with increasing railway 
earnings. ^ 

In soirm cases State law recjuires that capital stock shall be valued at its actual 
value. This is the law in Pennsylvania as well as in New York, Actual value 
must be distinguished from market value, although in practice the two are likely 
to be the same whore market values are easily a.scertainable. The New York 
courts have emphasized the importance of observing the distinction. Judge Com- 
stock says: 

“ There is no property so liable to speculation as stock in corporations. * * * 
Stocks m^ be and frequently are inflated or depressed by those who wish to sell 
or buy. They are subject, moreover, to all the vicissitudes of the money market. 

* Actual value is the result to be arrived at, for such are the words of the 
statute, and the inquiry, therefore, must have a primary regard to the property 
and estate which alone impart such value.” 

Where, as in Pennsylvania, bonded debt is taxed, difficulties arise because 
of the restriction of the tax to resident bondholders.^ The extent of the injustice 
arising from this cause may be inferred from the following tabled, prepared by 
the Committee on Railroad Taxation of the Pennsylvania Tax Conference. 

Bonds and stocks of certain railrocah of Pennsylvania and the amount of bonds 
held in Pennsylvania. 


Total 

bond issue. 

Amount hold 
in Pennsyl- 
vania. 

Appraised 
value of 
stock. 

Percentnf 
railroad in 
Pennsyl- 
vania. 

(1) 

H'lO.OOO 

8116,000 

8450,000 

All. 

(2) 

352,000 

<')3,000 

1,400,000 

All. 

3) 

72,800 

2,700 

383 

All. 

4 

2.30,000 


384 

All. 

(f>) 

240,000 

8,000 1 

48,000 

All. 

W 

2,900,000 


127,000 

0.60 

7) 

2, 280, 000 

i 1*66, 666 1 

2,900,000 

All. 

(8) 

200,000 

200,000 . 

80,000 

All. 

(9) 

1,800,000 

1,800,000 1 

600,000 

All. 

no 

27.5,000 



All. 

11 

3,400,000 

6,000 

2,000,000 

All. 


“A moment’s inspection of the above table — and a great many more examples 
might have been given— will show that it-is impossible that the system of taxing 
railroads in Pennsylvania could act equitably as between these roads. Take the 
fourth example: This is a road with $230,000 of bonds, not one of which is held 
in the State, and capital stock of the apprai.sed value of ^84. The State taxes 
on this road outside of the tax on gross earnings were, in 1893, 5 mills on $884, or 
$1.92. The eighth road does not differ much in its character from the fourth, and 
is worth about the same. This road has $200,000 of bonds, all held in the State, 
and $80,000 coital stock. Its State texes outside of the tax on gross earnings 
were $1 ,200. The last road but one paid no State taxes on capital stock or bontte, 
as all of its bonds were held by nonresidents and its stock was worthless. The 
road with $2,900,000 of bonds, 50 pjer cent of whose mileage is in the State, would 
pay nothing on bonds and the capital-stock tax on but $62,350. This is certainly 
not equitable taxation ® 


^ Report of Massachusetts tax commission of 1897, p. 69. 

* People V. Commissioners of Taxes and Assessments (23 N. Y.,192). 

» Railroad company v. Pennsylvania (15 Wall., 800). 

^Thls is a portion of a table on p. 16 of the Report of the Committeeon Railroad Taxation Pennsvl- 
vanla Tax Conference. 

® Report of Committee on Railroad Taxation, Tax Conference of Pennsylvania Interests p. 16 
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Compared with other classes of property in the State, the Committee on Railroad 
Taitation concluded that in 1892 the railroads paid less and in 1898 fully as much 
as other property. The general opinion of the committee as regards railway tax- 
ation in the State was as follows: 

“^ere are glaring inequalities in the taxation of Pennsylvania railroads, some 
paying on a fair valuation very much more than the average, others less. * * * 
This inequality grows out of the complex system of taxation of railroads in vogue 
in Pennsylvania.” ‘ 

The Connecticut system, levying a tax on capital stock and total indebtedness, 
as a “ tax on property,” avoids the difficulty wliich arises in taxing nonresident 
bondholders. The tax conference of Pennsylvania interests proposed a bill on 
the lines of the Connecticut system as a substitute for the present Pennsylvania 
system. The auditor’s department has since looked into the effect of such a move 
upon the taxation of corporations from the standpoint of productivity. A sum- 
mary of the results of that investigation, so far as it applied to railroad taxation 
(187 railroads reporting), is as follows: 



j Taxes under jiresent law. 

Under 

j Inereasc. 

Year. 

On Ktot'ks, 

On loans. 

On gross 
reeeipts. 

Total. 

eouferenee 

bill. 


1895 

$1,122,858 

$170,0:19 

$382,772 

$l,97r),609 

$2,097,238 

$121,569 

1896 

1,037,490 

441,617 

339,755 , 

1,818,763 

1,867,229 

48,466 


The decision of the United States Supremo Court in the Multnomah County 
case must not be forgotten as suggesting possibilities in the way of greater uni- 
formity in the State taxation of corporate landed debt. 

In New York the join committee on taxation, reporting a bill on January 15, 
1900, for the taxation of mortgage debts, made the following statement in this 
connection: 

“ Can corporate bonds and other mortgage debts, when owned by nonresidents, 
be taxed by this State? The owners are beyond our territorial jurisdiction, and 
of course no personal liability for a tax can be imposed upon them. But the debts 
themselves are within our power if wo can reach the debtor or the security. This 
is shown by the familiar practice of attaching or garnisheeing debts owed to resi- 
dents of other States or countries in judicial proceedings. The Supreme Court of 
the United States has held that an attachment in Iowa of a debt owed by a citizen 
of Iowa to a citizen of Kansas was valid (although personal jurisdiction of the 
Kansas person was not obtained), and that payment of the debt under the order 
of the Iowa court was made binding by the Constitution of the United States upon 
the courts of Kansas. (Chicago, etc.. Railway Co. v. Sturm, 174 U. S., 710.) It 
is said that the situs of intangible property is at the domicile of the owner, and 
for some purposes the statement is correct. The rule, however, belongs to the 
common law. It does not possess constitutional authority. The legislature is 
competent to change it. The Supreme Court of the United States has sustained 
against nonresidents a statute of Oregon imposing taxes on mortgages. (Savings 
Swiety V. Multnomah County, 169 U.S., p. 421.) 

B. THE INCOME TAX PRINCIPLE. 

The income tax principle lies at the bottom of the transportation tax systems of 
a number of the States, where various taxes on receipts and earnings have been 
estoblished. 

1. Tax ou CTOBB receiptB.— This is the tax on transportation companies recom- 
mended by the railway tax committee in 1880, as well as by the Maryland tax 
commission of 1896 and the Maine tax commission of 1889. The New York com- 
mittee remarks that “ the requisite of a correct system of railroad, as of other 
taxation, is that it should, in so far as it is possible, be simple, fixed, proportionate, 
easily ascertainable, and susceptible of ready levy.” The committee recommends 
the tax on gross receipts as “perfectly simple, * * * thoroughly propor- 
tionate, * * * and can by no possibility be evaded.” A little farther on in 
the report the systems of Michigan and Wisconsin were characterized as “most 
intelligent and in conformity with corrert principles.” The Maine tax commis- 
sion likewise recommends the taxon gross receipts as a method “doubtless as 


ilbld,p. 18. 

* Report of the Joint Committee on Taxation, N. Y. legislature of 1900, p. 12, 
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fair as any , for by that method the levy is graduated to the amount of business 
the ^oad is doing.” 

Th6 report of the Maryland tax commission of 1886 concerned itself largely with 
railroad taxation. The commission recommended a graded license fee on gross 
earnings. In a supplementary minority report the following remarks were made; 

“ The plan recommended by the other members of the commission is, perhaps, 
as good as any, which is in entire harmony with our existing system of taxation, 
and deseriiies the careful consideration of the legislature. If it is decided, how- 
ever, to inaugurate a new system, experience points to the Wisconsin method as 
preferable. The roads are thereby exempt from local taxation, and a license fee 
V charged, varying according to the gross earnings per mile. 

The license fees are expected to defray the entire expenses of the State govern- 
ment, and this plan is being followed elsewhere and everywhere with the same 
satisfactory results. It is simpler than the assessment by local authorities as 
well as State authorities, and the railroads are almost too powerful to be handled 
by the local authorities, who are likely to be worsted in their contests with vast 
corporations.” 

Butj of recent years the opposition which has developed in Michigan and Wis- 
consin against their systems of gross receipts taxation has been considerable. 
This agitation, to which we referred above, has arisen largely out of a compari- 
son of the results of the gross receipts tax in those States with the apparently 
more successful results of the method of cash valuation in several adjoining 
States. 

A quotation from the message of the govenior of Michigan to the fortieth 
legislature of the State well presents the attitude of the opposition in Michigan: 

“ The method is unjust. The tax upon eaniings or income operates in favor of 
the railroad companies. When the times are hard and the earnings smaller, the 
tax is less. In the meantime the State’s burdens are no less, and may, perliaps, 
have increased, and the relief accorded to the railroad companies during tlu'se 
hard times and depression must 1x5 borne by the property owners generally. 
Thus, during times of depres.sion, when the people are less able to pay, their bur- 
dens are imu’eased, and .pist to the extent that the railroad companies’ burdens 
are diminished. 

“ What would be the result if the State attempted to collect the entire burden 
of a tax upon earnings or income? How much would the farmer or merchant 
have contributed from 1898 to 1897? The result would have been that the State 
would have received but little, if any,in{tome and would have been bankrupt and 
unable to meet its o])ligation8.’’ 

The r(‘port of the Michigan railroad commissioner for 1897 states the same posi- 
tion a little differently: ‘ 

“ It is apparent tliat the present system of taxing railroads is unjust. 

“First. Because it is ine(iuitable as compared with the tax upon other property 
and because it is unjust to tax one kind of property upon its earning capacity and 
refuse the same privilege to other property. 

“Second. Because the State, under the present law, is powerless to determine 
whether the earnings reported by the companies are accurate or not, the whole 
machinery for determining or reporting the same being practically within the 
control of the railroad companies. 

“Third. Because a partial control tliereof by the State is inadequate to pro- 
tect it. 

“Fourth. Because the system as applied to roads doing an interstate business is 
a usurpation of the power of Congress to regulate commerce between the States, 
and to that extent is void.” 

The Wisconsin tax commission of 1898 had the following to say about the sys- 
tem of that State: 

“Our work has led us to the conclusion that all the corporations which are 
taxed on the basis of earnings or on a mileage basis pay relatively less taxes than 
other persons and less than they would pay on the basis of value. * * * (Bijt) 
we are now prepared either to recommend that the system of taxation be chan^jed 
to the method of assessment by a State board or the specific rates of taxation 
which should be fixed if the present method should be continued. * * * 

“We recommend that if the present mode of taxing railroads be continued a 
new and closer classification of rates be fixed for the purpose of preventing the 
inequalities which arise under the system now in force (^as well as) that the pres- 
ent plan of taxing railroads on the basis of mileage be discontinued.” 


. > Report of the Railroad Commissioner of Michigan for 1897, p. xll. 
- Report of the Wisconsin Tax Commission of 18^, p. 188. 

1C)A 65 
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The systems of both Michigan and Wisconsin provide for taxes graduated 
according to receipts per mile of line. That this method results in many inequali- 
ties will be seen from the following extract from the report of the Wisconsin tax 
commission of 1898:’ 

“So long as the system of taxing on the basis of gross earnings exists it is 
evident that careful attention should be given to the subject of classification. 

“ There are several instances which illustrate that the existing classification 
sometimes leads to singular results which would seem to call for some correc- 
tion. 

“ The taxes paid by the Green Bay and Western Railroad in 1897 were $3,745, 
and its gross earnings were reported at $442,319, or $1,965.86 per mile. Under the 
existing law, if the road had earned $35 more per mile it would have paid a tax 
of $13,500 instead of $3,745. That is, a difference of less than $8,000 of gross earn- 
ings by this road made a difference in its taxes of nearly $10,000. 

“As a further illustration, the taxes paid by the Kewaunee, Green Bay and 
Western road were $609.33, and its gross earnings $72,083, or $1 ,964.12 per mile. 
If the road had earned $36 more per mile it would have paid a tax of $2,202 
instead of $609.33. That is, a difference of about $1 ,300 on its gross earnings made 
a difference in its taxes of nearly $1,600.” 

Apart from practical considerations of this nature, it is to be doubted whether 
the method attains its object. This practice may in part be based upon those 
grounds which are commonly urged in favor of progressive taxation, but its 
chief justification is to be found in the notion, mistaken or otherwise, that the 
larger, relatively, the gross earnings of a company are per mile, the larger is the 
proportion attributable to net earnings, and as a consequence, the greater its tax- 
able capacity. That the truth of this notion is not verified by the statistics of 
the larger railroads operating through several States of the country may be seen 
from the following table:* 


ll»i 11 roads. 

Mileage, 

Earnings 
from opera- 
1 tion, 

Operating 

expenses, 

Net earnings. 

rennsylvania 

2,817.61 

$61,043,133 

$11,. 512, 615 

$19,630,418 

New York Central and Hudson River 

2, 409. .88 

43, 677,927 

27,573,281 


16,101,646 

Erie 

1,855.36 

29,051,011 

20,281,3,53 


8,769,6.58 

Cleveland, Cincinnati, Chicago and St. Louis . . . 

1,893.62 

13,117,111 

9,481,876 


3, 62.5, ‘2.35 

Ixmisville and Nashville 

3,147.25 

20,692,656 

14,077,777 


6,614,879 

Wabash 

1,979.60 

11,608,830 

8, 3%, 329 


3,212,601 

Atcheson, Topeka and Santa Fc 

4,542.76 

22,33.8,141 

16,2.55,055 


6,083,086 

Chicago, Rock Island and Pacific 

3,571.41 

16,728,68.5 

10,9)9,300 


6, 729,3‘25 

Chicago, Burlington and Quincy 

6,869.70 

26,633,741 

16,761,488 


10,869,2.53 

Southern 

4,827.22 

19,050,096 

12,568,161 


6,481,93.5 



1 

i 


1 Index mimbers-- 




Ratio of 

— 

— 




Gro.s.s earn- 

Net earn- 

net to 



For ratio 

Railroads 

ings per 

mgs per 


gros.s 

Forgroas 

of net to 


mile. 

mile. 

earnings 

('arnings 

gross 




per mile. 

per mile. 

earnings 








per mile. 




Per cnit. 




Pennsylvania 

$21,312 

$6,966 


32. 6 

100.0 1 

79.9 

NeW York Central and Hudson River 

18, 123 

6,682 


36.8 

8-1.9 1 

90.2 

Erie 

15,607 

4,727 


30.3 

73.1 

74.2 

Cleveland, Cincinnati^ Chicago and St. Louis. . . 

6,926 

1,914 


27.6 

32.4 

67.6 

Ixiuisville and Nashville 

6,576 

2,102 


31.9 

30.8 ' 

75.5 

Wabash 

5,863 

1,622 


27.7 

27.5 

67.9 

Atcheson, Topeka and Santa Fc 

4,917 

1,339 


27.2 

23.0 

66.7 

Chicago, Rock Island and Pacific 

4,684 

1,604 


34.2 

21.9 

83.8 

Chicago, Burlington and Quincy 

4,l>15 

1,865 


40.8 

21.3 

100.0 

Southern 

.3,947 

1,343 


34.0 

18.5 

83.3 


Since, however, the matter of a graduated tax is essentially a State problem, 
which involves both large and small roads, a different result might be expected 
from an examination of the fibres of lines or portions of lines operating in single 
States. But the following table ’’shows that the evidence is almost as contra- 
dictory here as in the case of entire railway systems. 


1 Report of Wisconsin tax commission of 1898, p. 182, 

a Figures are compiled from the Statistical Report of the Interstate Commerce Commission for 1897, 
and cover the fiscal year ending June 80. 1897. 

*Figure8 for Wisconsin are compiled from the statistical report of the Interstate Commerce Com- 
mission for 1897; those for Illinois from the report of the Illinois railroad and warehouse commis- 
sion for im. 
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Railroads. 

Mileage. 

Earnings 
from opera- 
tion. 

Operating 

expenses. 

Net earnings. 

Wuconnin. 

Wisconsin Central Railroad Company 

Milwaukee and Superior 

Kewaunee, flroen Bay and We.stern 

Green Bay and We.stern 

Abbotsford and Northwestern 

Drummond and Southwestern 

Ahnapee and Western 

IlUmk 

Chicago, Jjake Shore and Ea.steni ’ 

Chicago and Alton 

Chicago and Ea-stern Illinois 

Cliicago, Burlington and Quincy 

Chicago, Peoria and St. Louis 

Toledo, Peoria and Western 

Wabash, Chester and Western 

573.81 

16.20 

.%.70 

225.00 
15.16 
18.47 
31.00 

11.5.42 

580. 73 

392.01 
1,308.0;) 

166. 6.8 

230.70 
(M 83 

1 

»2, 089, 782 ; 
32,931 
73,641 
419, 759 
16,360 
13,423 
23,f’.02 

1,610,230 
5,783,696 
2,893,809 
8,110,801 
818,221 
982, 650 
90,218 

81,368,104 
17,978 
3-1, 101 
311,814 
8, 107 
8, 912 
14,613 

788, 209 
3,611,807 
1,629,321 
4,909,366 
IV12, lit) 
709, ."»31 
62, 632 


8731,678 

14,9.53 

89,243 

77,945 

7,263 

4,611 

8,989 

821,931 

2,171,889 

1,261,476 

3,231,446 

16.5,811 

273,119 

27,616 

Railroad.s 

Gro.ss earn- 
ings per 
mile. 

Net earn- 
ings per 
mile. 

Ratio of 
net to 
gross 
earnings 
per mile. 

Index TU 

For groas 
earnings 
per mile. 

umbers— 

For ratio 
of net to 
gross 
earnings 
per mile. 

Wiseon.sin Central Railroad Company 

$:t,Cd7 

81,277 

Per cent. 
36.0 

100,0 

66.8 

Milwaukee and Superior 

2,033 

923 


46. .1 

66,7 

85.3 

Kewaunee, Green Bay and W(‘stern 

2,007 

1,069 


63.2 

66.0 i 

100.0 

Grei'ii Bay and Western 

1,866 

347 


18 7 

61.2 

3.5,1 

Abbotsford and Northweslcin I 

1,013 

478 


47.3 1 

27.8 

88.9 

Drummond and Houthwi'.stcrn i 

727 

211 


33 5 

19.9 

62.9 

Ahnaiu’c and Western i 

691 

261 


38 0 

19 0 

71.4 

Jlthioif 








Chicago, Lake Shore and Eastern i 

1I,(H>2 

7,138 


.50.6 

100.0 

100.0 

Chicago and Alton 

9, 9.5.) 

3, 738 


37 6 

71.1 

74.1 

Chicago and Eastern Illinois 

7,31.3 

3,217 


43.7 

62. 6 

86.3 

Chicago, Burlington and Qnincv ' 

6,221 

2,470 

936 


39 7 i 

41 4 

78.4 

Chicago, Peoria and St. Umis 

4, ,899 


19 1 1 

31 9 

.39.3 

Toledo, i’eoria and Western ' 

1,2.51 

1,182 


27 8 ] 

30.3 

54.9 

Wabash, Chester and We.stern j 

1,38.8 

12.5 


30.5 1 

9. 9 

00.5 


' Froiiifht service only on this road 


It is often urged (as in the message of the governor of Michigan, (uted above) 
tliat the gross-receipts tax furnishes a source of revenue which fluctuates vio- 
lently from year to year. The following table, setting forth the amounts of 
railway taxes and their proportions to total State revenues in Mic.higan and Wis- 
consin for six consecutive years, wilt throw some light on this point. 


Yejir. 

Railroad 

taxes. 

In- 

dex 

No. 

Michigan. 

Total .State 
receipts. 

In- 

dex 

No. 

Batioof 
railroad 
taxes to 
total. 

Railroad ' 
taxes, i 

1 

In- 

dex 

No. 

Viseon.sin.'- 

Total State 
receipts. 

In- 

dex 

No. 

Ratio of 
railroad 
taxes to 
total. 

1891.... 

8778,493 

82 

83,181,308 

60 

Per cent. 
•24.47 

81,140,046 ! 

79 

83, 663, ‘267 

81 

Per cent. 
31.99 

1892 .... 

742,271 

79 

3,210,832 

61 

23.12 

1, ‘220, 674 . 

85 

3,667,873 

73 

37.20 

1893 .... 

849,696 

90 

2,776,991 

63 

30.61 

1,156, ‘260 

80 

81 

82.45 

1894 .... 

943,697 

100 

3,643,619 

69 

26.90 

1,43.5,377 I 

100 

4,39'2,008 

100 

32.75 

1895 .... 

836,039 

88 

3, 704, 198 

70 

‘22.68 

1,174,970 1 

82 

3,463,959 

78 

34.04 

1896.... 

736,010 

78 

6,256,059 

100 

13.98 

1,17‘2,742 

82 , 

4,217,282 

96 

27.81 


1 Figures lire compiled from reports of State treasurers, and cover years ending .Tunc 80. 

8 Figures are compiled from reports of State treasurere, and cover years ending September 30. 
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The degree of flnctuation here is not so great as in the case of total State 
revenues. 

The question of the degree to which a gross receipts tax approaches a perfect 
measure of net earning capacity is an important one from the standpoint of jus- 
tice in tax distribution. The following table will illustrate this point. The 
figures are compiled from the statistical report of the Interstate Commerce Com- 
mission for 1897. The figures for net earnings are assumed to represent the rela- 
tive tax-paying ability of the different groups of companies, and are determined 
by deducting from gross receipts all the expenses of conducting transportation 
(not including interest payments and taxes). The territorial groups are those 
employed by the Interstate Commerce Commission in their annual statistical 
reports, and cover the whole country. Group I comprehends the New England 
States; Group II, the Middle States (excepting the northwestern section of Penn- 
sylvania, the dividing line running through Pittsburg) , Maryland, and the north- 
ern section of West Virginia; Group III, Ohio, Indiana, and the southern penin- 
sula of Michigan (the dividing line running through Pittsburg and Chicago, the 
northwestern section of Pennsylvania being included); Group IV, South Carolina, 
North Carolina, Virginia, and the major part of West Virginia; Group V, the 
remaining Southern States east of the Mississippi; Group VI, the States and por- 
tions of States east of the Missouri River and west of the eastern border of Illinois 
and the Great Lakes; Group VII, Montana, Wyoming. Nebraska, the northern 
third of Colorado, and the portion of the Dakotas west of the Missouri River; 
Group VIII, Kansas, Arkansas, Oklahoma and Indian Territories, Missouri 
(south of the Missouri River), the soutliern two-thirds of Colorado, the extreme 
northern corner of Texas, and New Mexico (north and northeast of Santa Fe); 
Group IX, Louisiana, Texas, and New Mexico (southeast of Sante Fe); Group a, 
the remainder of the country. 



1 


Ratio of net 

Index 

Grouj* 

Net cnrinuKh.l receipt'-. 

to gross 

luim- 




receilits 

her. 




Per cent. 


Group I 

$28,812,276 

$95,237, 489 

80.24 

77.4 

Group 11 

107,610,5<)5 

832,677,118 

82. 31 

82.8 

Group 111 

49,670,562 

175,821,656 

28.19 

72.2 

Group IV 

16,112,926 

49,075,806 

82. 83 

84.1 

Group V 

29,8.57,184 

91,673,1.87 

31.01 

79.4 

Group VI 

91,028,161 

286,169,682 I 

88. .54 

98.7 

Group Vll 

16,847,451 

48,153,62(i ' 

39.01 

100.0 

Group VIII 

81,5t'.3,285 

98,017,221 I 

82.19 

82,4 

Group TX 

1 11,804,146 

46,429,510 

25 12 

65. 1 

Group X 

I 24,989,600 

75,891,483 1 

32, 86 

81.2 

A comparison for four successive years 

is as follows: 






Ratio of net 

Index 

Year. 

Net earniiiKN 

Gro'-s receipts. 

j to gross 

num- 




reeeii»ts. 

ber. 

1 



Per cent 


1894 

$885,929,977 

$1,216, 178, W)2 

31.73 

97.2 

1895 

t :W7,168,919 

1,207,808,595 

32. 06) 

98.2 

1896 

412,687,278 

1,279,191,107 

32. 26 

98.8 

1897 

406,611,109 

1 

1,247, 179,7.S;l 

32. ()5 

100.0 


The objection may be raised that these illustrations are far from revealing the 
justice or injustice of the ctoss receipts tax as between individual roads. The 
objection is a valid one. They do, however, strike an average figure for groups 
of roads situated in different sections of the country, in which varying economic 
conditions predominate. By this means a general survey of the workings of a 
general gross receipts tax as regards tax distribution may be obtained. If indi- 
vidual roads were chosen the apparent injustice of the tax would be even greater, 
for there are roads which have large gross receipts and no net income-taxes and 
operating expenses swallowing up all of the earnings. Others are operated for 
varying percentages of the gross earnings, leaving a varying remainder for net 
income. In such cases gross receipts would furnish a very inconstant index of 
tax-paying ability. 

2. Tax on net earnings or Income. — From the standpoint of actual practice this 
tax is of but slight siraificauce, but it has often been so strongly urged that a 
brief consideration will not be amiss. 
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First, with regard to what elements should enter into net income as a basis for 
taxation, Professor Soligman makes the ft)ll()wing statement: ' 

“ Gross receipts consist of all earnings from transpc rtation of freight and pas- 
sengers, receipts from bonds and stocks owned, rents of property, and all miscel- 
laneous receipts from ancillary business enterprises or otherwise. From these 
aggregate gross receipts we should deduct what are classified by the Interstate 
Commerce Commission as operating expenses; that is, expenses for conducting 
transportation, for maintenance of roadway, structures, and equipment, and for 
general expenses of management. No deduction should be made for fixed charges , 
1 . e., for taxes or for interest on the debt, or for the amount used in new construc- 
tion, in betterments, in investments, in new equipment, or for any of tlie expendi- 
tures that find their way into profit and loss account.” 

A tax on this basis Professor Seligman regards as the “most logical form of 
corporate taxation.” The Ohio tax commission of 1893 likewise decided with 
regard to a franchise tax on corporations that “from the economic standpoint 
and from the standpoint of exact justice, the best method is to obtain the net 
earnings.’'*^ 

A tax on the net income of transportation companies would undoubtedly have 
a number of considerations in its favor. For instance, compared with the tax on 
gross receipts, it would avoid the possibility of acting as a check on expenditure 
for improvement of service, particularly in the maintenance and repair of eijuip- 
imnt. Then, too, in the event of the adoption of a uniform and correct system 
of railway accounting its administration would be very simple; but chief of all, 
as the Ohio tax commission claim, it would, if rightly administered, be propor- 
tional in its effect upon the different companies taxed, i. e.,it would effect an 
equitable tax distribution. 

Out of the inference that in the railway bu.siness as traffic increases net income 
bears a ratio to expenditure which in the long run constantly grows proportion- 
ately larger, it has already been claimed that a tax on net income would be a 
better revenue yielder than the tax on gross receipts. The following table does 
not bear out this view: 


Gronn and net receipts of raihvays of FMgland and Walesd 





Ratio 





Ratio 


Year. 

(iioss 

receipts 

Net 

receipts n 

of net 
to groHs 
re- 

Index 
num- 1 
ber. j 

Year 

Gros.s 

receipts 

Net 

n'eeiptM.i 

ol net 
to gross 
re- 

Index 

num- 

ber. 




eeijtts 





ceipts. 





I’dCdll 





Pncait. 


18()0 

£23, 472, 94b 

U2, 981, 451 

.5.5, 3 

9.H 4 

18.80 

£55, 795, 180 

£2S, .509, 192 

.51.2 

91.1 

181)1 

24,021,928 

13,(K)0,901 

.51 1 

90.3 

1881 

50, 042, .574 

28,093,1.52 

60.0 

90.0 

1802 

24,529,002 

13,32.5,189 

54.3 

90. 7 

1.882 

.59,092,802 

29,702,307 

50.3 

89.6 

1803 

20,212,822 

11, 110,1.58 

.5.5 1 

98 0 

1K8;3 

00, .521,. 5:38 

30,300,780 

.50.0 

88.9 

18(M 

28, 007, 049 

K;, 0.57, 914 

.50 0 

99 7 

1.884 

00,099,011 

30,037,1A5 

49.9 

88.8 

1805 

30, 100,311 

10.47:3, 172 

,51.0 

97 1 

1885 

.59,320,905 

29,680,604 

49.9 

88.8 

1800 

32,274,809 

17, 117,6.39 

.54,0 

97 1 

1 1886 

.59,277,028 

29,8.50,692 

50.3 

89,5 

18070 

83,398,222 

17,79.8,997 

.53.3 

91 H 

; 1887 

00, .502, 92.5 

:i0,.591,40C 

.50.5 

89.9 

1808 

35,220,880 

19,308,079 

.54 8 

97 5 

1888 

02,005,0:3:3 

31,512,233 

50.8 

90.4 

1809 

30,105,122 

19,842,207 

ra 9 

97 7 

1889 

05, ti75, 909 

3:3,22.5,020 

.50 0 

90.0 

1870 

38,122,101 

21,124,538 

.56 4 

98. 0 

1890 

08,272,908 

33,205,428 

48.7 

1 86.6 

1871 

41,88.3,005 

2:3,274,516 

.50.2 

100.0 

1 1891 

09,830,382 

33,048,818 

17.3 

84.1 

1872 

15,039,1.55 

21,:310,301 

.53.9 

95 9« 

1 1802 

09,8.52.3.58 

32,079,349 

10.8 

1 43.3 

1873 

48,857,278 

2 1,410, .509 

49.9 

88.8 

1 1893 

08,262,504 

:31,334,743 

45.9 

1 81.7 

1874 

.50,210, 180 

24, 219, 219 

48.2 

85 H 1 

1 1894 

71,934, 167 

33,780,090 

46. 9 

1 88.4 

1875 

51,726,416 

25,229,800 

48.8 

80 8 i 

I 1895 

72,791,7.58 

3.1,:3.54,883 

47.2 

1 84.0 

1870 

52,470,319 

25,775,824 

49. 1 

87 4 J 

1890 

70,.5S1,950 

36,270, 812 

47.4 

84.3 

1879 

52,479,379 1 

20,072,709 

50.8 

90.1 





1 


fiTiixc's ttro ina dcilucted h<'re in arriving nl not roooipts. 

Trior to and inoludiuK thin datOj Hteamboat, canal, and harbor expenses wore not deducted from 
gross receipts in arriving at net receipts. 

Objections^ to the tax on net income have arisen chiefly from the administra- 
tive standpoint. Chief among these has been the contention that receipts might 
be largely exhausted in the payment of large salaries, thus effecting a distribu- 
tion of corporate income and avoiding the payment of a large portion of corporate 
taxes. This might readily happen with small corporations, where the managers 
are the chief holders of the corporate stock; but in the case of railways this need 


1 Seligman, Easaysin Taxation, p. 201. 
s Report of Ohio Tax Commission of 1893, p, 51. 

Figures are compiled from the British “blue liooks.” 
^Seligman, Es,says in Taxation, pp. 199, 200. 
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scarcely bo apprehended. The numerous holders of corporate securities would 
most certainly object to the curtailing of their dividends which would result 
from such a practice. 

The practice of the more advanced European nations is in line with this form 
of corporate taxation. In England corporations are taxed under the provisions 
of the general income tax law (Schedule D), on their “net profits,” determined 
substantially on the lines of the definition of net income laid down above. Rail- 
roads in addition to this tax pay a “corporation duty,” corresponding to the 
“ death duties ” on individuals, in addition to a duty of 5 per cent on receipts from 
passenger traffic. 

In France corporations in general pay a tax of 3 per cent on “ les int6rets, divi- 
dendes, reveiius et tons autres produits des actions do toute nature,” besides the 
usual real estate and license -taxes. Railroads in addition pay a “ public convey- 
ance ” tax on passenger and express traffic. This does not, however, operate as a 
direct tax on the corporation, for the tax is added to the price paid for passenger 
tickets and to the amount of express charges. Corporations generally commute 
for tlie payment of the usual stamp tax and the tax on the transfer of securities 
by the payment of an annual tax on the amount of their capital stock. 

Most of the States of Germany tax corporations on income. Prussia for more 
than 45 years has followed the plan of a tax on net income with its railroads. 

Italy, like England, taxes corporations on net income under the same law which 
applies the system to the taxation of individuals. All interest and dividends are 
included in the assessment. 

In the Umt('d States the possibility of applying such a method would depend to 
a degree on the attitude of the United States Supreme Court. The question arises 
whether or not this form of taxation, so far as it applied to income from interstate 
traffic, would encounter the, same objections as the tax on gross receipts. 

In the case of State Tax on Railway Gross Receipts' the court said: “It is 
not denied that net earnings of such corporations are taxable by State autlnirity 
without any iiK|uiry after their sources.” * * * If this statement is to be taken 
as an accurate index of the tendency of the court in the matter, it would be need- 
less to inquire further. The decision in this case has, however, since been largely 
discredited; and ev('n though the validity of this particular statement has not 
been called into question, it would not be well to base any general conclusion 
upon it alone. 

The only other case which .sheds any light on the question is that of Philadel- 

E hia and Southern Steamship Company v, Pennsylvania.*^ In this case, which 
ad to do with the Pennsylvania tax on gross receipts, the court say: 

“As a tax on transportation * * * it can not be supported where that trans- 
portation is an ingi’edient of interstate or foreign commerce, even though the law 
imposing the tax be expressed in such general terms as to include receipts from 
transportation which are properly taxable. It is unnecessai'y, therefore, to discuss 
the question ivhich would arise if the tax were properly a tax on income. It is 
clearly not such, but a lax on transportation outy.^’ 

The most that can be said, therefore, is that a tax on the net income of trans- 
portation companies would probably not be regarded as an interference with 
interstate commerce, even though such income were in part the product of inter- 
state traffic. 


C. THE FEE OR BENEFIT PRINCIPLE. 

Besides the various taxes proper which are levied upon corporations, there are 
certain impositions in the nature of fees— payments for special benefits rendered 
by the State. Payments of this latter character are rendered to Government in 
return for the right to become a corporation and the right to do business in a 
coi^rate capacity. 

Ime fee principle lies at the root of a variety of impositions levied under a 
variety of names; and in some cases it is almost impossible to distinguish that 
part of a levy which is imposed under the fee principle from that which is levied 
under the tax principle. In such cases the payment for benefit received is 
involved in the total tax payment, and is the justification for a departure from 
the test of tax-paying ability in tax distribution. The most important of these 
levies is the franchise tax. 

“ The right or privilege given by the State to two or more persons of being a 
corporation— that is, of doing business in a corporate capacity”*— constitutes a 


1 J5 VVhU , 

a 122 11. H., ;m 

g., sec Home Iti.swrance Company v. New York (484 U. R., 594.) 
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franchise. The franchise tax is levied with a view to securing for the State some 
return from the valuable privilege which it has granted. 

The California constitution of 1879 first brought franchise taxation prominently 
into notice. Since that time the method has been incorporated into the tax sys- 
tems of a majority of the States, and its legality has been confirmed by the deci- 
sions of the United States courts.* 

The right to tax a franchise is limited to the State granting it, for the corporate 
franchise as such may not be taxed except under the law of the State which 
created it. But State practice generally applies the same methods to both domes- 
tic and forei^ corporations by imposing taxes, as in New York, on " the corporate 
franchise or business.” 

The franchises of corporations granted by the United States Government are 
not taxable by the States. The State taxation of franchises, moreover, must not 
interfere with interstate commerce. Aside from these limitations the power of 
the States to tax franchises is practically unrestricted. As a consequence differ- 
ent bases of measuring the value of the franchise have been applied at the same 
time in different States, and at different times in the same State. Gross receipts, 
^vidends. profits, indebtedness, capital stock, capital stock minus value of prop- 
erty, capital stock minus value of realty, etc., have all been employed for this 
purpose. 

In Illinois the value of the franchise and capital stock subject to taxation is 
declared to be the capital .stock and debt in excess of the value of the tangible 
property which is otherwise taxed. In practice, however, in the case of railroads, 
the valuation of the tangible property has been such as to leave no excess to be 
taxed as the value of capital stock. 

In New Jersey the method followed is not substantially different from the 
Illinois method, although it is subject to variation from time to time. 

The California method provides for the taxation of the excess of capital stock 
over value of prop(U’ty. In Massachusetts “ a fair cash valuation ” of the corpo- 
rate capital stock is taken as the “ true value of its corporate franchise ” In Ken- 
tucky capital stock less the asses.sed value of tan^ble property in the State meas- 
ures the value of the franchise. The Mississippi law vaguely declares that the 
State railroad assessors in appraising the value of the corporate property shall 
“take into consideration the value of the franchise” and “the capital stock 
engaged in business in this State.” The provision in the Vennont law is eciually 
vague, although in that State transportation companies generally have paid a tax 
on gross receipts in lieu of the tax on “ rights, corporate franchise, and property.” 
In Kansas, Tennessee, and in other States, earnings, capital stock, and debt are 
all taken into consideration in valuing the corporate property and franchise for 
taxation. , , , ^ ^ 

It will thus be seen that the ‘ ‘ franchise tax ” does not stand for any definite 
method of levy. From the legal standpoint, however, it has a high importance 
from the service which it renders in avoiding certain restrictions which, without 
it, would arise in the administration of the ordinary methods of corporate 
taxation, . , . ^ 

Thus, the constitutions of a number of States require that taxes on property 
shall bo uniform. It is often desirable in the taxation of corporations to have 
recourse to methods which if applied to property as property taxes would be 
held unconstitutional owing to lack of unifornii^ in their operation. The legal 
fiction of the “franchise tax” obviates this difficulty. Then, too, as we have 
already indicated, State taxes on pioperty the subject of interstate traffic or on 
receipts the product of interstate business are unconstitutional, but when such a 
tax is levied as a franchise tax its validity is indisputable. 

Furthermore, if a tax is a franchise tax, exemptions for certain otherwise 
exempt or extraterritorial property can not be claimed as under the property tax. 

Lastly, if a tax is a franchise tax certain objections to double taxation are 
remove'd. For instance, under the property tax the capital stock of a corporation 
may be taxed only on that portion employed in carrying on its business within 
the State in which the tax is levied. Under the franchise tax the entire capital 
stock is liable even if in part invested in property situated within another State 
and taxed by that State. « .• 

The so-called “license” and “privilege” taxes closely resemble the franchise 
tax. Examples of this are the New Jersey “license tax on the corporate fran- 
chises” of telegraph, telephone, express, and parlor car companies, the Wisconsin 
“license tax” on the gross earnings of railroads, the Mississippi “privilege tax” 
on railroad and car companies, and the Tennessee “privilege tax” on railroad, 
express, telegraph, and telephone companies. 


lE.g., see Homo Insnrflnec Company v. New York (4:i4 II.S.,694). 
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D. LOCAL TAXATION. 

There are four main plans followed in adjusting the relations of local taxing 
jurisdictions to transportation companies: (1) That of locally taxing all transpoi^ 
tation property. (2) That of taxing locally only such property as is not directly 
employed in conducting transportation. (Sj That of no local tax, but a distribu- 
tion locally of a portion of the proceeds of State taxes, and (4) that of no local 
tax and no local distribution. 

A variety of opinion exists with regard to the desirability of these diiferent 
methods. The advisability of separating the objects of State and local taxation 
has been widely emphasized. Tne Pennsylvania tax conference, for instance, 
reported on this point substantially as follows: 

“ In many States the State government gets its revenue from a State tax on 
county valuations. This was orimnallythe case in Pennsylvania; but a ‘series 
of amen^ents and judicial decisions— partly by accident and partly by design 
resulted in the separation of State and local sources of revenue. A system of ad 
valorem State taxation, under which each county’s (juota is made to depend on 
the valuation of property in each county, renders a proclivity to low valuations 
irresistible. In neighboring States the assessed value of taxable property has 
reached a very low ratio, and ‘ it requires constant contention on the part of the 
taxing officers in those States to prevent it from getting still lower,’ The follow- 
ing are the aggregate values of real estate in the States named for 1890 or 1891: 


New York: Controller’s Report, 1890, page 106 S3, 272, 423 743 

Ohio: Auditor’s Report, 1891, page 198 1,151,038,031 

Indiana- Auditor’s Report, 1891, page 215 796,118 117 

Illinois: Proceedings of Board of Eciualizatlon, 1891, page 35 375, 294, 398 

Iowa: Auditor’s Report, 1891, page 79 370,181 270 

Kentucky: Auditor's Report, 1891 , page 249 2:30, 233 808 

West Virginia: Auditor’s Report, 1891, page 48 121 , 202, 305 


“ There is also a complaint against the undervaluation of taxabh^ property in 
Pennsylvania, but it must be conceded that our total aggregate valuation of 
$2,002,942,127, as shown by the report of the secretary of internal affairs for 1891, 
bears a far higher ratio to the actual selling value of our real estate than is shown 
by the reports of the other States named.” 

In the same report figures are given for State and local taxes in Pennsylvania 
in 1892, which may be grouped together as follows: 





State, eounty, 
and local. 

Countv and 
local 

rercent, 
county 
and local. 

Total Uixes 



1 

$47,:328,842 1 

S{5,995,(n() 

7(5. 06 

Railroad taxes 



2,G(>G,331 

831,905 

31.31 


Upon the (piestion of local assessment the conference committee conclude: 

“ While a difference of opinion exists as to whether taxation should be levied 
upon such property by the State or by the local boards, it seems to us manifest 
that it should be assessed and valued by officers whose juiisdiction extends over 
the entire State. Each railroad, canal, telegraph, or pipe line should be valued as 
a whole, and if any apportionment is made it should be an apportionment of the 
average valuation per mile, or of the avails of taxation This plan has been 
adopted by a large majority of our sister States.” 

In New York the joint committee on taxation of the legislature of 1899 looked 
with favor upon the abolition of the local property tax on railroads, but found it 
impracticable to recommend its abolition. The committee said: 

“ We believe, as a fundamental principle of government, that a political entity, 
in this case the State, should have an independent jurisdiction, into which it alone 
may go, and from which it may realize sufficient revenue for its own support. 
Another result of the separation of the State from local taxation would be the 
strict accountability to which local officials would be held in raising and dis- 
bursing moneys used for the support of local government. 

“ The committee, therefore, has sought for subjects of taxation which, together 
with the indirect revenue now collected by the State, will be sufficient for the 
supwrt of State government. 

“It was believed at the outset that this purpose might be accomplished by with- 
drawing from local taxation steam and surface railroad, telegraph, telephone, elec- 
tric light and power companies, gas, water, and pipe-line companies, and banks and 
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trust companies, and by levying upon such corporations a definite rate of taxation 
for State purposes. In order to detennine the feasibility of such a plan it became 
necessary to ascertain what proportion of the total tax raised by the political divi- 
sions of the State upon the property of such corporations was paid by them, and the 
committee with very great labor caused to be gathered the entire sums paid by the 
corporations named in three of the counties of the State, to wit: Oswego, Catta- 
raugus, and Chenango. The result was indeed startling in many of its aspects. 
It was found that in the county of Oswego, in the year 1897, the sum of $027,759.82 
was raised by taxation for all pui'poses, and that of this sum the steam railimds 
alone paid 9.03 per cent, and that in the county of Cattaraugus, in the year 1898, 
$484,358.22 was raised by taxation for all purposes, and of this sum the steam rail- 
roads alone paid 11.89 per cent, and that in the county of Chenango, in the year 
1897, $317,837.09 was raised by taxation for all purposas, and that of this sum the 
steam railroads alone paid 7.97 per cent. In some school districts in the counties 
named the steam railroads alone paid 7)0 per cent of the taxes. While the labor 
involved in the exact ascertainment of the taxes paid by the corporations named 
was so great that more counties could not be analyzed, it is safe to say that these 
three counties furnish a criterion for the rest of the State.” 

The following table will summarize the committee’s investigation on this point. 
It must be borne in mind that the figures will have to do only with such taxes as 
are locally assessed; 


Comity. 


O.swi'yo/j 

Chominyo?). . . 
Cattarauj,oisf'. 

Total . . , 


County. 


O.swego6 

ChouaiiKo^ . . 
CattarauKUs <' 

Total... 


Total tax 
levied 

state tax 

- 

Local tax « 

Per cent 
State to 
total. 

Ratio of 
local to 
total tux. 

S()27, 7.'»y. 82 
;n7.8:t7.(.') 
I8l,:f.8.22 I 

ifGr),31)7.8,'i 

40,7t:i.(18 

•19,0.18.99 

301.97 

277,091.01 

i;}f),319.23 

10.42 
12. 82 
10.13 

Prr cnU. 
89.68 
87.18 
89.87 

i,t2'.i,9r)r>. 78 

1 15.'i,l80.52 

1 _ 

1,274,77.5.21 

1 10.85 

1 

89. 15 


Ta.xes on real and personal i)roi)('rty of— 


RailroafL 

Proportion of 
total paid by 
railroads. 

All corpora- 
tion.s. d 

ProiMirtlon of 
total paid by 
all ei»ri>ora- 
lions. 

; Per cent. 

r»0,(W9.23 1 9.03 

2.'), 311 07 7 97 

.57,.5(.0.43 1 11 89 

m, 193 34 

44, 182 80 

1 97,804 19 

Per cent. 
13.67 
13. 99 
20. 19 

139,000.33 i 9 70 1 227,4.80.03 

1 i 

15.90 


a County, citv, town, village, Uwal school, and highway taxes. 

Figures for'l8‘.)7 

e Figures for lH‘)s 

(f Steam railroad, .street railroad, telegraph, telephone, eleetrie light, power, gas, water, pipe line, 
and trust eompanie.s, and ljank.s. 


The Maine tax commission viewed with disfavor the separation of State and 
local taxation. Tliey say: 

“ It is believed by many that it may be possible to assess upon corporations an 
amount sufficient for State expenses, and thus the necessity for a property tax 
for State purposes be avoided. If this were possible within the limit of just 
taxation of corporations, it would, to a considerable extent, relieve the gen- 
eral tax burden of the people. But there are other questions besides that of a 
slight decrease of taxation to be considered in this connection. Would it be a 
wise and salutary thing to sever the financial ligament which now closely unites 
the State government with the town, and, in fact, with every individual? Would 
it be beneficial to the people at large to have the power and influence of corpora- 
tions so immensely extended as they would be in case the State were dependent 
alone on them for its revenues? 

“ It appears to us that such a policy would not be wise, and that to resort to it 
would be to sacrifice an important principle, a paternal and unifying element of 
State government, at a very cheap price.”* 


1 Report of Maine Tux Conunisuion of 1889, p. 
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Upon the matter of a distribution of a portion of the proceeds of State taxation 
among the local districts, the Pennsylvania tax conference said: 

“In this State we are drifting into a practice of collecting revenue into the 
State treasurv far in excess of the needs of the State government, with the pur- 
pose of distributing the surplus among the townships and municipalities in aid 
of local taxation. The wisdom of such a policy is questionable. It is an unnec- 
essary circumlocution, and exposes the public revenues to additional dangers of 
waste and misappropriation. There will be an irresistible tendency in the legis- 
lature year by year to increase the appropriations in aid of local charities and 
other objects whose benefits are not evenly diffused, thus decreasing the amount 
available each year for schools and roads. The honest and economical adminis- 
tration of public affairs can be better promoted, and the self-reliance of the peo- 
ple better preserved, by remanding the whole process of collecting and disbursing 
local public revenues to the local authorities as far as possible. To centralize the 
fiscal department of all branches of civil administration at the capital, making 
the local authorities dependent on the legislature for the means to defray their 
necessary expenses, is a vital thrust at the doctrine of local self-government. 

In New Jersey the act of 1884, among other things, provided for the taxation 
of “ main stem ” or “first-class property.*’ and for property other than main stem 
or “second-class property,*’ by State authorities, with a subsequent distribution 
of the tax on “ .second-class property” among the local districts. “ This system 
of taxing property, used for railroad and canal purposes, may be described in a 
sentence as a property tax by the State, through State assessors or officers, in its 
entirety as a unit, for the use of the State, with a distribution of a part of the tax 
by the State to tlie local taxing districts for the support and maintenance of the 
local or municipal governments.”^ 

The New Jersey tax commission of 1897, whose report deals largely with local 
taxation, concludes that the method of distribution works injustice in that State. 
The commission says: “Assuming as a fact that the property used for railroad 
and canal puiqioses does pay as much tax, that is, as many dollars, relatively to a 
like amount of property owned by individuals and other corporations, it does not 
follow as a logical sequence that the distribution by the State to the Icwal taxing 
districts is just or fair. On the contrary, it has been shown by evidence and facts 
before us that the act of 1881 in its practical operation works some injustice to 
the local districts of the State, not only in the relative amount of land withdrawn 
completely from the local or municipal tax comprised in the ‘ main stems’ com- 
monly known as first-class property, but also in the amount of tax which the 
local taxing districts receive from tfie land commonly designated as second-class 
property.”* 

And further: “A study of local or municipal taxation in the United States will 
show that land is the chief source, the principal object of local taxation. * * * 

“Whenever this principle is violated in a system of taxation, it throws the 
local or municipal governments out of joint. In the city of Washington, where 
the land occupied by the buildings of the National Government was exempt from 
taxation, the burden became so onerous on the individual owners of land that at 
one time it threatened financial disaster to the District of Columbia, until the 
Federal Government assumed part of the expenses of the local government, or 
contributed to such expenses in lieu of the land which was held by the Federal 
and foreign governments exempt from local or municipal taxation. The lands 
used for railroad purposes in the principal terminal cities of the United States, 
such as New York, boston, Bunalo, Chicago, Philadelphia, and Pittsburg, are 
taxed locally for the use of the local governments.”* 

♦ # # “ When it is shown that * * * the geographical position of some of 
the local taxing districts in the State is such that in those taxing mstricts it is neces- 
sary, for the proper and legitimate development and operation of the railroad 
companies, to acquire and hold, in addition to their main stem, large tracts or 
blocks of laud, there is no reason in good morals or sound principles of taxation 
why the State should deprive the local municipalities of tne taxes derived from 
tracts or blocks of land held and used for railroad purposes, in addition to the 
main stems, and known as second-class property under the act of 1884. It is the 
illogical result of an otherwise logical system.”^ 


1 Report of the New Jersey tax commission of 1897, p. 9. 

2 Ibid., p. 13. 

*Ibid.,p.l8. 

* Report of the New Jersey tax commission of 1897, p. 20. 
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In Massachusetts the method of ^stribution followed by that State was regarded 
with disfavor by the tax commission of 1897.' The commission says: 

“ There are, however, some questions as to the present mode of distributing the 
proceeds of the taxes on corporate excess to which we think it necessary to call 
the attention of the general court. They are distributed, it will bo remembered, 
amon^ the several cities and towns according to the ownership of shares by their 
inhabitants. W e have already referred to some anomalous results of this method 
of distribution. It causes disproportionately large sums to be turned over to a 
few towns much resorted to by people of means. But, even apart from these 
difficulties, there are others which make it doubtful whether under any circum- 
stances corporate excess should be made a direct .source of revenue to the towns 
and cities. 

“ With many corporations there is a very large corporate excess. All railways, 
by an old decision of the courts, are exempt from local taxation on their right of 
way; and, in any case, the value of their real estate and machinery, taxable 
locally, is not a great propcirtion of their total valuaftion. This is even more 
strikingly true in the case of street railways. The cities and towns where the 
shareholders happen to reside, perhaps distant from the places where the enter- 
prises are earned on, get the main benefit of the taxes.”’' 

In West Virginia the railroad taxes are paid into the State treasury, and a 
portion locally distributed upon the basis of the situs of the railroad property 
taxed. The New Hampshire method is a cross between the Massachusetts and 
West Virginia methods. In that State the tax on the general property of rail- 
roads (excepting real estate not in the right of way, which is locally assessed and 
taxed) is paid to State officials, who subsecpiently distribute among the towns one- 
fourth of the proceeds of the tax according to the value of railroad property in 
those towns, and of the residue, to each town such proportion as the number of 
shares held by its residents bears to the total capital stock of the various railroad 
companies.^ 

In Wisconsin State court decisions have been adverse to the taxation of rail- 
road property, whether by State or local authorities,'* and a similar state of affairs 
now exists in Minnesota.'* 

E. UNIFORMITY IN RAILWAY TAXATION AMONG THE STATES. 

The table which follows will throw some light upon the question of the extent 
to which current State tax methods approa<‘h uniformity in their treatment of 
the individual railway systems of the country. Three of the trunk lines have 


1 The following table, taken from page 67 of tin* report of the MaasaelniHettH tax eomniission of 1897, 
will Hhow the olTcot ol the di‘(tribution <-arri<>d out in that SUjte 



I’opuiation, 

1895. 

Tax distrib- 
uted, 1896. 

$2, .58.5, 795. 63 
1,778,:159.23 
807,136.40 
3;i2,:U0.77 
475,12.5.63 

Tax dis- 
tributed 
per capita. 


2,,500,ia‘l 
1.6:1.5,767 
864,41b 
i 62,529 

! 801,887 

1 

$1.03 

1 08 
.93 
5.31 
.59 

Thirty-two cities 

Eighteen towns 

Three hundred and three towns 

The 18 selected towns get five times as mueh as the average for the State, per head of poimlation, of 
the proceeds ot the tax on corporate excess. As compared with the remaining towns, leas fortunate 
in the ovvnershin of securities by their inhaliitants, these few' town.s get nearly ten times us much per 
head of population. 

2 Report of Massachusetts tax commission of 1897, p 70. 

=<The following table will illustrate the working of the New Hampshire method of distribution. 
The figures for population are compiled from the census return.s of 1900; tho.se for the amounts of the 
tax distributed, from the New Hampshire treasurer’s report, June i, 1900: 


Population, 

1900. 

Tax distrib- 
uted, 1899. 

Tax dis- 
tributed 
per capita. 

Ali cities and towns in State 

411,588 

$•210,105.94 

$0.51 

Fifty-eight towns and cities 

114,558 

13, '206. 65 

.11 

Twenty-seven towns and cities 

153,882 

84,921.96 

.55 

Six towns and cities 

43,139 

90,278.09 

2.09 


* For a history of this question see Wisconsin Central Railroad Co. v. Taylor County (52 Wis., 37). 
6 Stearns v. Minnesota, decided in the United States Supremo Court, December 3. 1900. 
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country. 

Railway system. 

Total earn- 
ings from 
operation.! 

Operating 

expenses.! 

Net earn- 
ings.! 

Taxes.! 

Ratio of 
taxes to 
net earn- 
ings. 

Erie- 

Group 11 

$7.5,1.58,880 

29,4.53,793 

85*2,120,8.5.3 
‘22, :J04, 8.5:1 

82:1,038,027 

7,148,940 

82,070,911 

8*27,7*25 

Per cent. 
9.01 
11.57 



104,012,073 

71,4*25,700 

30,180,907 

‘-!2,9(M,0;10 

9.02 

New York Central - t 

113,378,974 

i 90,4*20,8.37 

.5*2,958,137 
42, ‘288, .578 

0, 085, 570 
4,320,7*27 

i 

12 02 

1 10. *21 

Group III 

Total 

Pennsylvania: 

Group II 

Group HI 

137,04.8, -247 

1 9.5,:1.59,6G9 

2.S1, 0*27, ‘2*21 

1 185,780,506 

9.5,240,715 

<11,000,303 

1 11.55 

20S,4‘22,807 

1*22,407,990 

180,287,889 
! 81,030,802 

83,131,978 

40,771,194 

0,277,178 

5,:i43,189 

i 7. .55 

1 13.10 

Total 

38.5, 830, 8I« 

j ‘201,9*24,091 

1*23,900,17*2 

f' 11, 6*20, 367 

1 9.38 

1. 


1 AKgrogatc fij^ures for l.S'JT, \m, and 1899, compiled from the statiHtical reports of the Interstate (Jom- 

Mkfhigatfc'tmSlmelth^^^ 

Ohio, and Indiana. 

Th« fnllowintr table' will show the effect of existing tax inetliocls upon roads 
siStd“erenrsxHdU,nV.,f the country, as grouped in the statistical report 
of the Interstate Commerce Commission: 


I 


(ironp. 


i Earnings from j 
i operation 


Operating 

‘Xficnvcs. 


Net carnmgH.i 


I 


Group I 

Group II 

Group III 

Group IV 

Group V 

Group VI 

Group VII — 
Group VIII .. 
Group IX .... 
Group X 

Total... . 


888,590,118 

315,6.53,188 

189,018,091 

52,502,801 

100,29.5,9.55 

267,340,002 

51,809,127 

113,419,414 

6 . 3 , 0 - 18 , 92:1 

81,812,109 


801,02.5, 
2tRi,144, 
133,:it)0, 
33,74^1, 
08, 149, 
163, .500, 
29,221 
74,:131, 
37,117, 
.50,297, 


84, 090, .507 
9,2M,382 
7, 073, .500 
1, (183, 800 

3.. y)0,144 

9. 029. 052 

1.888.053 
4. .54.5, 117 
1,338,714 

2. 077.. 577 


j Itatioof 
taxes to 
net 

earnings. 

I yvr ceiU 
17.01 
8. 45 
12.09 
H.9(> 
11. 0<) 
9. ‘28 
8.:« 
11.03 I 
8.41 
8.41 ‘ 


1,313,610,118 8.56,908,999 | 1.50, O^ll, 119 j 40,3;J7,032 


Index 

number. 


100.0 

49.7 

74.0 
6‘2.7 

05. 0 
64 5 
40.9 

68.3 

49.4 
49.4 


10 01 


1 Figures compiletl 
year ending June 30, 


from the siatostical reiairt of the Interstate (;ommereeGommis.sion. oov 
iS, the tcr^ eoiered by the different groups is outlined on page , 


58,8 


ring the 
30. 


Chapter III. 

DOUBLE TAXATION. 

Thft Tirnhlpms arisinfr out of double taxation are essentially the product of the 
th^me S o£“Sb by the eame governmental authority, or from the taxa- 
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tion of the same class of subjects by competing authorities. The latter is the 
outcome of the modern mobility of capital and labor; the former results largely 
from the fact that property and certificates of ownership in property in their 
various forms have both become the objects of taxation. 

It might be well to remark at this point that double taxation is not necessarily 
unjust taxation. This fact is often overlooked in the use of a “phrase which is 
itself brimful of duplicity and highly convenient for sophistical reasoners." * 


A. DOUBLE TAXATION BY THE SAME JURISDICTION. 


1. Double taxation of property and Indebtedness. — It is almost superfluous to 
state that this (piestion arises only under the property tax. One of its phases is 
the taxation of corporate property and corporate indebtedness. 

In the taxation of individuals it is not an unusual practice in the assessment of 
property either to deduct indebtedness from the final valuation or to exempt 
indebtedness from taxation when the total property is taxed. This is done, for 
instance, in the case of mortgiiges on real estate in several States, to avoid what 
might otherwise be unjust double taxation. The analogy, however, must not be 
carried over into the taxation of the capital stock and indebtedness of a corpora- 
tion; a distinction between corporate and individual indebtedness must not be 
overlooked. In the case of individuals it would generally be unjust to tax both 
property and mortgage debt, because the real taxable property, when the mort- 
gage is taxed, is only the surplus above indebtedness. Corporate bonded debt is 
a portion of the corporate capital. To tax indebtedness of this charm;ter in addi- 
tion to the capital stock is not doubh* taxation, for the capital stock is representa- 
tive of only a portion of tlie corporate property. To tax corporate property as 
well as indebtedness, however, is another question, which gives rise to considera- 
tions very similar to those involved in the taxation of both property and capital 
stock. This will come up later. 

It is not uncommonly the pra(5tico among the States to forbid the exemption of 
funded debt when capital stock is taxed. A number of States, notably Califoniia, 
Connecticut, Illinois, and Maryland, permit individuals to deduct indebtedness, 
but forbid the same practice on the part of corporations. This policy was upheld 
in the California courts in a decision which pointed out clearly the distinction 
between individual and corporate indebtedness.'^ The Utah statute which for- 
bids the deduction of bonds in the listing of credits illustrates an analogous 
practice. 

There is really no injustice in such a policy. Injustice, in fact, in most cases 
arises from the opposite practice. As an illustration of this fact may be cited the 
case of “ a (iompany which never paid a dollar of State tax upon capital stc^k 
prior to 1895. The New York, Pennsylvania and Ohio Railroad Company, with 
a capital stock of $41,999,350 and $139,853,080 bonded and other indebtedness out- 
standing, the cost of the road and equipment being .$170,987,509, was the owner of 
429.59 miles of railroad, extending from Salamanca, N. Y., to Dayton, Ohio, it 
being the connecting link between the east and the west of the Erie Railway sys- 
tem and competing with the Lake Shore, Baltimore and Ohio, and Pennsylvania 
railroads. Of the total mileage, ISO. 18 were within the State of Pennsylvania. 
As stated before, this company had never paid to the State a tax on capital stock 
or bonds, because it was claimed that this property was ‘ bonded ’ far beyond its 
actual value, and therefore the capital stock was worthless. The bonds were 
owned by nonresidents of the State, and therefore not taxable. * * * This 
case is given as an example, showing how many corporations have heretofore 
escaped taxation by reason of a funded debt, which is capital invited by the stock- 
holders with the hope that they will derive additional benefit from such added 


capital.”** . . , 1 

In New York, as concerns the local taxation of capital stock, it has been held 
by the courts that in estimating the value of the capital stock of a corporation its 
indebtedness is to be considered; but the valuation having been fixed, only the 
value of the real estate and not the amount of indebtedness is to be deducted 
therefrom.** Where, however, the “ capital stcK’k is of no actufil value” because 
of indebtedness exceeding assets, it must not b(‘ assessed.'* This is applicable only 
to domestic corporations. 


1 Report of the .loint Conimittee on Taxnfion, Now York loglslaluro, IWJO, p. 10 
Hleiitral I’aoitie Railroad Co. v. Board of Equall/ation, f») Cal., 35 
a Jtoport of the Auditor General of Pennsylvania lor 1H07, p. vi 

♦ People, ex rel. Broadway and C R.R.ro.,e.Gominissioncr8of Taxes (1 Thomp.tt C..636). 
^People, ex rel. West Side and Yonkers Railway Co., v. Commissioners of Taxes (31 Hun., 32). 
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The taxation of the interest on bonds involves the same principle as the taxation 
of the bonds themselves. Interest on bonded debt as fully as dividends on stock 
constitute an integral part of the corporate income and are, as much as the latter, 
a product of the corporate investment. 

2. Double taxation of property and stock.— A second phase of the double taxa- 
tion of the same class of subjects by the same jurisdiction is the double taxation of 
property and of capital stock. To tax a corporation on its property and at the 
same time to levy a tax on its .securities, as if they were substantive and inde- 
pendent property, is in effect unjust double taxation. It can not be denied that 
corporate property and capital stock are not identical. As brought out in 
Commonwealth Hamilton Manufacturing Co.,’ “the market value of the 
shares of a corporation * * * does not necessarily indicate the actual value or 
amount of property which a corporation may own. The price for which all shares 
would sell may greatly exceed the aggregate of the corporate property, or it may fall 
very far short of it. Undoubtedly the amount of property belonging to a corpora- 
tion is one of the considerations which enter into the market value of its shares, 
but such market value also embraces other essential elements. * * * It is the 
estimate put on the potentiality of a corporation, on its capacity to avail itself 
profitably of the franchise, and on the mode in which it uses its privileges as a cor- 
porate body, which materially influences and often controls its market value.” 

While this is true, it will readily be granted that the value of the property is 
bound up in the value of the capital stock, i. e., that the property is at least a 
part, if not the whole, of the corporate investment which capital stock is sup- 
posed to represent. So far as the two are representative of the same taxable 
capacity, therefore, the taxation of both by the same authority would be unjust 
double taxation. 

In general, the legislation and legal decisions of the various States have been 
adverse to double taxation of this character. The courts of Maryland have from 
the beginning followed the principle that a tax on capital stock covers a tax on 
property, and that, therefore, the taxation of both at the same time is unjust. 
In a number of States (e.g., Alabama, Illinois, Indiana, and Vermont) this prin- 
ciple is recognized and only the excess of capital stock over property is taxed. A 
recent law in Wyoming provides that the property of domestic coriwrations .shall 
be assessed and taxed in tlie same manner as the property of individuals: “ but 
the capital stock of such corporations, representing, as it does, simply the interests 
of the owner thereof in the property of such corporation, shall not be taxed.” 
In California the taxation of both property and capital stock has been declared 
by statute to be double taxation, no that neither the corporation nor the sliare- 
holder is taxed on capital stock or shares. Colorado follows the dictum that the 
taxation of tangible property and of shares of stock is not double taxation. The 
opposite is the practice in Illinois, as well as in Florida and Idaho, where it has 
been declared that, when corporations are taxed on their property, shares of stock 
in those corporations shall not be taxed. In Kansas, shares of stock are taxable to 
holders after property deductions have been made. In New Jersey, shares of 
stock are not assessed against holders when the corporation is taxed on its property 
and franchise. In New Mexico, statute provision declares that when a corporation 
is taxed, either on its property or on its capital stock, shareholders are not to be 
taxed on their shares. The same provi.sion is made in South Carolina, Tennessee, 
Utah, Washington, West Virginia, and a few other States; though in Tennessee 
a legal decision'^ arrives at the conclusion that the State may lay such a tax, not- 
withstanding the statute to the contrary. In all of these cases, however, a dis- 
tinction must be drawn between capital stock and shares in the hands of holders. 
This will be brought up again later. 

Early legal opinion in Pennsylvania was not adverse to a tax on both corporate 
property and capital stock. In Pittsburg, etc., R. R. Co. v. Pennsylvania,® the court 
delivered the opinion that “ the power of the legislature is as ample to tax twice as 
to tax once, and it is done daily, as all experience shows. Equality of taxation is 
not required by the constitution.” But the general trend of subsequent decisions 
has been in the opposite direction. For instance, it has been held-* that the capi- 
tal stock of co^rations representing tangible property outside of Pennsylvania 
is not taxable in Pennsvlvania; and further,® that “ capital stock represents the 
franchises as well as the property of the company,” affirming several previous 


1 12 Allen, :103. 

*3 Pickle, 400. 

’66 Pa., 77. 

♦ Commonwealth v. Standard Oil Co. (101 Pa,, 119) and Comnionwi'ulth Anjerican Pre<ltfinK Co. 
(122 Pa., 387). 

♦ Commonwealth v, Delaware, Sunqiiebanua and Schuylkill R. R. Co. (166 Pa., 44). 
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decisions to the effect that the propertjr of a corporation essential to the carrying 
on of its business is included in its capital stock and must not, therefore, be sepa- 
rately taxed. 

Those State methods which tax capital stock after making deductions for the 
value of property locally taxed (as in Massachusetts) , act as a discrimination against 
individuals, which is not necessary as a guard against double taxation. Individ- 
uals are taxed on their property by both State and local authorities. The analo- 
gous practice in the case of coi^orations would be local taxation on its present 
basis, and State taxation of capital without property deduction. The decision in 
Commonwealth v. Cemetery Co.^ very well expre.sses this view: “A tax on capital 
stock is a tax for State purposes only, so that local taxation upon tlie property in 
which the capital stock of a company is invested is not double taxation.” 

B. DOUBLE TAXATION BY COMPETING JURISDICTIONS. 

This problem is one in which possible complications are numerous. It is one 
which may arise in its different forms between foreign States, separate common- 
wealths, or separate local districts. In the present instance those (luestions 
which come up among the several States are the imi)ortant ones. 

A variety of practice has sprung up in this respect, and a practical solution of 
the difficulties of the situation is by no means simple. Professor Seligman believes 
that the easiest way out of the confusion would bo that of levying the tax in those 
districts where economic interest is involved. Such a plan would necessitate a 
division of the tax between the place of domicile of a corporation and the place 
or places in which business is done and earnings derived. With transportation 
companies such a plan might be followed out somewhat in the following manner: 
Regarding the domicile of the company as the place of its incorporation, let the 
incorporation tax— possibly an annual sum— represent that portion which should 
go to the State of domicile of the corporation; then let the main tax, or tax proper, 
be paid to the State or States in which the corporate business is carried on. Such 
a plan could bo completely realized only after substantial interstate agreements 
have been reached or the National Government has taken a hand in the matter. 
There is thus far no complete uniformity in the practice of the States on any of 
the various phases of the (piestion. 

1. Interstate taxation of corporate property. — The first phase of the problem 
arises in the interstate taxation of corporate property. As concerns real estate 
the interstate feature of the problem is a simple one, the universal rule being that 
such property shall be taxed where situated. An early New York decision* to 
the effect that real estate is not to be assessed at a company's principal place of 
business, but where it lies, shows the general attitude on this question. The diffi- 
culty arises in the taxation of personal property. Here the practice varies 
between the taxation of this class of property according to its actual situation, as 
well as according to the residence or domicile of its owner; i. e., in legal termi- 
nology, according to the principle of situs or that of mobilia personam seciuuntur. 

InN ew York, property located out of the State can not be made the subject of 
taxation by its power; and, conversely, the per.sonal property of a nonresident, 
situated within the State, may be taxed by it, except as modified by statute pro- 
vision.-^ It has been further held, however, that to exempt the personal pr(>perty 
of a corporation because it is outsidti of the State, the change of location must be 
permanent and unequivocal.^ A similar decision has been reached in Illinois.® 
In Missouri, likewise, “ the actual situs of personal property, and not the domicile 
of the owner, determines under the law where it shall be taxed.® 

In Pennsylvania the same principle has been recognized in the taxation of capi- 
tal stock. The court has decided that capital stock invested in real estate and in 
other railroads outside of the State, as well as in vessels, barges, etc., wholly used 
outside of the State, is not subject to taxation in Pennsylvania, but in the State 
where it exists and is used."' In Maryland, Kansas, Michigan, South Carolina, and 
other States the principle of situs is likewise applied. As stated in a prominent 

1 170 Pa., 227. 

2 Hudson River Bridge Co. ?>. Patterson (11 Hun., i)27). 

3 People ex. rcl. Hoyt v. Comniissioners of Taxes (2.J N. Y , 224). It would appear from the docisioji 
that ships at sea, registered at a port within the State, and consequently having no situs elsewhere, 
are justly taxable to tlie resident owner. 

^ People ex rel. Pacific Mail Steamship Co. (64 

5 Supervisors, etc., t>. Davenport (40 III., 107) 

®St.Ix)uia a. Taylor’s Admrs. (47 Mo., 694), 

Commonwealth v. Delaware, Jjaeka wanna ami Western R. R. Cn. (145 Pa., 96) 
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legal treatise/ “ Personal xiroperty, permanently remaining in a State, has a situs 
therein for the purposes of taxation although belonging to a foreign cor])oration.” 

In other States, nowever, the practice or taxing domestic companies on their 
entire property, regardless of its location, is in some cases applied, so that the 
same property is taxed twice by different States. With railroads the difficulty is 
no longer of particular significane so far as concerns tangible personality subject 
to measurably permanent hication, but with rolling stock the question is more 
complicated. The difference between the two kinds of property is recognized in 
the Tennessee law taxing railroad companies. Real estate and personalty having 
stable location are taxed as “localized ]>roperty,” and assessed in the locality 
where situated ; property having no actual situs— i. e., rolling stock— is known as 
“ distributable property.” and is assessed against the company employing it on a 
pro rata mileage basis. In those States where rolling stock is assessed as part of 
a general railroad-property valuation, the same method is generally employed. 

In Marye r. Baltimore and Ohio Railroad Co.,'^ it was decided that the 
situs of rolling stock may be fixed in whatever locality such projierty may be 
brought and used by its owner by the law of the place where it is found. In this 
particular case the right of Virginia to tax the rolling stock of the Ihiltimore and 
Ohio Railroad Company was not allowed on the ground that the Virginia law had 
application only to domestic coiporations. Bnt in respect to the general right of 
a State to tax the rolling stock of foreign corporations employed within its limits, 
the court said that “ it would certairdy be competent and legitimate for the State 
to impose upon such property, thus used and employed, its fair share of the bur- 
dens of taxation imiiosed upon other similar property used in the like way by its 
own citizens.” 

In the State railroad freight tax cases, the court, referring to the principle of 
mooilia personam sequuntur, says that “it may be doubted very reasonably 
whether such a rule can be applied to a railroad corporation as between the dif- 
ferent localities embraced by its line of i oad; * * * the rule is merely the law 
of the State which recognizes it * * * [and] therefore, subject to legislative 
repeal.” In Baltimore .n d Ohio Railroad Co. r. Allen,* it was held that m 
the case of a leased line, roiling stock used thereon has its situs there. In Pull- 
man Palace Car Co. v. Twombly,'* it was decided that cars used on a rail- 
road, and owned by a nonresident of any State in which they are employed, are 
not exempt from taxation in that State by reason of their being instrumentalities 
used exclusively for interstate commerce. 

From these decisions it will be seen that the power of the States to tax rolling 
stock used at all within their borders is not sub3ect to narrow restrictions. The 
right to do this upon a pro rata mileage basis in the case of companies engaged in 
interstate commerce is undisputed; and State practice, as already indicated, is 
following this plan. 

The rule as to vessels engaged in foreign or interstate commerce is, that their 
situs for purposes of taxation is their home port of registry, or if unregistered, 
the residence of their owner.® Somewhat analogous is the Pennsylvania decision’ 
that corporate property like barges, dredges etc., without permanent location in 
any place, is taxable only in the State of the corporation’s domicile, 

2. Interstate taxation of corporate securities.— The .second phase of the double 
taxation of the .same class of subjects by competing authorities is the interstate 
taxation of corporate securities. The evils resulting from double taxation of 
this character have been so generally recognized as to call for express legislation 
on the subject in a number of instances. In New York the law of 1H80 (chap. 
42) provided for the taxation of corporations on their entire capital stock. In 
1885 this was so amended as to extend only to that portion of the capital stock 
employed in business within the State. A court decision® in 1887, however, on 
the basis of the law of 1880, held that the entire capital stock, and not the portion 
of it employed within the State, was the legal measure of business done within 
the State. Subsequent legislation came around to the principle of the law of 
1885 for both foreign and domestic corporations. 

In Pennsylvania the practice has uniformly been that of taxing only that por- 
tion of the capital stock represented by bu.sines8 done in the State. This was 
given judicial sanction in Commonwealth v. Standard Oil Co.. wh('ro it was held 
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that the power of taxation is limited to subjects within the jurisdiction of the 
State, and that the laws of the State were not intended to tax the entire capital 
stock of a foreign corporation, “ but to tax the property of such company, that 
w, Its capital stock, to the extent that it brings such property within the State in 
tne transaction of its business.” In the case of transpoi-tation companies this 
has generally been determined upon a mileage basis. The validity of this method 
as applied in Pennsylvania was affirmed in Erie Railway Co. v. Pa.,> and again 
in Pullman Palace Car Co.,® where it was held that the capital stock of a trans- 
portation company, represented by its equipment used interchangeably within 
and without a State, is taxable upon a pro-rata mileage basis. 

The same conclusion had already been reached at a much earlier date in Minot 
® R- C5o.,'‘ where it was held that the taxation of capital stock on 
the pro-rata mileage basis is “ a rule which, though an arbitrary one, is approx- 
imately just, at any rate is one which the legislature of Delaware was at liberty 
to adopt.” 

In Connecticut, where both capital stock and indebtedness are taxable, trans- 
portation companies are asses.sed upon the proportional mileage basis: and in 
Massachusetts, where the corporation tax law generally applies to entire capital 
8t(^k, transportation companies are assessed on only a mileage proportion. 

The application of this method in the taxation of telegraph companies has been 
upheld in the United States Supreme Court-* as analogous to its use in the case of 
railroads. Upon the whole, the method has been quite satisfactory in avoiding 
interstate complications, though from the standpoint of justice in apportionment 
a ton-mileage basis might prove preferable in the case of railroads. Administra- 
tive difficulties might, however, counterbalance any advantages from this source. 
In the case of telephone companies, the number of instruments in use has already 
been adopted in certain cases, as not only the more just method, but the most 
practicable from the administrative standpoint. 

J list at present the practical u.sofulness of the method in its application to the 
taxation of express companies, as provided for in the laws of several States, is 
being threatened in a contention which is now pending in the Federal court in 
Indianapolis, and which is likely to reach the United States Supreme Court for 
final d('tt'rmination. One of the express companies operating in Indiana claims 
that under tlie Indiana law of 1893, providing for the taxation of these companies. 


ana river, foreign and domestic,” and that this valuation shall be that proportion 
of the aggregate value which the length of its lines and routes within the State of 
Indiana bears to the whole length of the lines and routes of the company— ocean, 
lake, and river, fonugn and dome.stic.'' Should this contention be upheld by the 
courts, the taxable value would be so materially reduced as to afford a very insig- 
nificant revenue. A more explicit statement in the law, as to what is meant by 
“such lines or routes as are outside the State of Indiana,” might have avoided 
this difficulty. 

In certain States, as in Illinois, the endeavor to avoid the repeated State taxa- 
tion of capital stock has resulted in the exemption of the capital stock of foreign 
corporations on the presumption that they have already been taxed on their cap- 
ital stock in the State of their domicile. In other States, as in Rhode Island, 
shares of stock in a corporation are not taxable when the corporation is liable to 
taxation in another State: in Vermont the law goes even further and provides 
that shares in a corporation shall not bo taxed when either that corporation or 
the holders of shares in that corporation are taxed in another State. 

One of the phases of the interstate taxation of corporate capital, which was 
referred to in an earlier chapter, is the miestion of the taxation by a State of 
that portion of a corporation’s capital stock and bonded debt which is held by 
nonresidents of that State. On this question the Supreme Court of the United 
States has made a distinction between bonds and shares of stock which has been 
fruitful of many difficulties in the State taxation of corporate bonded debt. 

So far as concerns the taxation of capital stock or of shares of the same, the 
United States courts have uniformly maintained, in line with the decision in the 
Delaware Railroad tax case, that a State tax on shares of stock, even though 
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held by nonresidents of a State, is a tax on the corporation and not on the stock- 
holder, and is therefore valid. In New Orleans v. Houston^ it was further 
held that the assessment of a tax upon the shares of holders appearing on the 
books of a company, which the company is required to pay irrespective of any 
dividends or profits payable to the shareholder out of which it might repay itself, 
is substantially d tax upon the corporation itself. In United States v. Railroad 
Company ,2 however, the court hela that a tax on dividends or interest paid by a 
corporatioq is a tax on the income of the stockholder or the bondholder and not on 
the income of the corporation. The state of the law in the taxation of capital 
stock (or of the shares constituting that capital stock), therefore, is that capi- 
tal stock may be taxed by a State regardless of the residence of the ladders of 
shares. 

The legal status of a tax on bonded debt (or, as the courts would say, on the 
bonds which constitute it) has been quite different. Here it has been held that 
a State can not tax the bonds of a corporation held by nonresidents, on the 
ground that bonds are debts owed by a corporation, the property of its creditors, 
and therefore taxable only in the State or the domicile of those creditors.-* In 
Bells Gap Railroad Company v. Commonwealth as distinguished from the deci- 
sion in New Orleans v. Houston, the court decided that a tax on bonds, though 
paid by the corporation, “is a taxon the bondholder and not on the corporation,’’ 
m which the matter of collection was simply a matter of convenieiKiO. 

It is difficult to see, from the economic standpoint, why bonds should be treated 
differently from stocks in the matter of taxation. From this point of view the 
early Pennsylvania decision in Maltby v. Reading and Columbus Railroad Com- 
pany® would seem to have the sounder basis. In this case the court says: 
“ Corporate stocks are properly here though owned beyond our jurisdiction. 
* * * But loans are not stocks, and yet the loans and stock of a railroad com- 
pany resemble each other in many respects. Both are subscribed under the 
authority of a special law, and both are so far capital that they are employed for 
the same general purpose. The certificate of stock * * * is mere paper 
evidence of property existing here. * * -'■ Is the bond * * * anything 
more? * * * It is founded upon and derives its value from a mortgage, but 
that mortgage is here, and the franchises and properties which the mortgage 
binds are here within our jurisdiction. * * * Now, although loans and stocks 
are distinguishable for many purposes, yet the legislature created no very gi’eat 
solecism in treating loans as taxable property within our jurisdiction. * * * 
Corporate loans, though in some sense mere debts, are like moneys at interest, 
taxable as property.” 

If, however, the decision of the United States Supreme Court in Savings 
Society v. Multnomah County** should be hold to apply to corporate bonds as well 
as to individual mortgages, the former attitude of tlie court will have been 
reversed.'* 

But leaving the Multnomah County case out of consideration, the (loursc of the 
Supreme Court has not been entirely consistent. In Railroad Company v. Col- 
lector, “ a case which arose over the Federal revenue law of 1864 taxing dividends, 
coupons, etc., the court held that the law was not invalid because under its pro- 
visions tlie tax was withheld from the dividends and interest of stockholders and 
bondholders not residing in this country. The same decision was reached in 
U. S. V. Erie Railway Co.** In this c{i.se Justice Field points out in a dissenting 
opinion the conflicting nature of the above two decisions with that in U. S. i;. 
Railnjad Co.,**- where it was held that such a tax was a tax on the creditor and 
not on the corporation, making the tax under the law in question, according to the 
opinion arrived at in the case oeforo the court, a tax on nonresident aliens. 

As matters stand, leaving the Multnomah County case still in doubt, the States 
may tax only that portion of a corporation’s bonded debt which is held by resi- 
dents. Under the Pennsylvania law, as laid down by the courts,*’ the burden of 
proof as to the residence of its bondholders rests with the corporation— i. e., cor- 
porate loans in the operation of the law are assumed to be held by residents in the 
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absence of proof to the contrary. This advantage is more than counterbalanced, 
however, by the disadvantage under which the State is placed in the collection 
of the tax on resident holders of bonds in a foreign corporation; for the courts of 
the State have held that a State can not, consistently with the Constitution of the 
United States, impose upon a foreign corporation, when pajang the interest on its 
bonds in another State, the duty of deducting from the interest paid out, the 
amount assessed upon that portion of the bonded capital held by residents of the 
first-mentioned State.* 

Should future developments along the line of the Multnomah County case fail 
to solve these difiiculties, there still remains a way of mrtially avoiding them by 
adopting the practice of Connecticut in the matter. There transportation com- 
panies are taxed on a valuation equal to such portion of the market value of the 
capital stock and debt as is, in tlnn economic sense, employed in busine .^ within the 
State. In the case of railroads this is determined upon a pro rata mileage basis. 

3. Interstate taxation of receipts. — The interstate taxation of corporate 
receipts, earnings, or income is anotner phase of the double taxation of the same 
class of subjects by competing authorities. This question has received consider- 
able attention at the hands of the United States courts. The first case of impor- 
tance arose in 1873 over the Pennsylvania law laying a tax on merchandise 
according to tonnage. In this case*'* it was decided that any State tax upon 
freight taken up in one State to bo carried into another State is an interference 
with interstate commerce, and is therefore unconstitutional. In the same year it 
was decided in another case * that a State tax on the gross receipts of a railway is 
not unconstitutional, oven though those receipts accrue in part from freights for 
transportation from State to State. Although the company which was thus taxed 
was a domestic corporation, it does not appear on the face of the decision that 
the court was desirous of making any express distinction between domestic and 
foreign corporations. The court says: “While it must be conceded’ tli at a tax 
upon interstate transportation is invalid, there seems to be no stronger reason for 
denying the power of a State to tax the fruits of such transportation after they 
liave become intermingled with the general property of the carrier than there is 
for denying her power to tax goods wiiich have been imported after their original 
pac'kiige has been broken and after 1'iey have been mixed witli the mass of per- 
sonal property in the country.” In the nresent case “the tax is laid upon the 
gross receipts of the company; laid upon e. fiiiul which has become the })roperty 
of the company, and possibly expended in imnrovements or put out at interest.” 

Had the decision reached in this case, at least in its probable implication, been 
followed in subse(iuent ca.ses the present difficulties which are constantly arising 
when a State seeks to lay a tax upon the gross receipts of a foreign corporation 
from business other than that transacted wholly within that State would have 
been avoided; but a narrower interpretation has since been put upon tliis decision 
by the Supreme Court. In a later case* it wa; held that a tax on the gross 
receipts of a foreign corporation is unconstitutional if those receipts are in part 
the proceeds of interstate traffic. In the decision it was stated that in the earlier 
case the tax was upheld because the company in the controversy was a domestic 
corporation, and that, therefore, the tax was a franchise tax. In Philadelphia 
ancf Southern Steamship Company *’ the same ground wa.- taken: but it was fur- 
ther hold that the decision in the Railway Gross Receipts Tax Case was legally 
unsound in so far as it was based on the analogy of goods removed from the 
original package (as hold in Brown c. Maryland, 13 Wheat., 419). Other later 
decisions take the same ground. 

In a more recent case,® decided in 1891, the Maine tax was upheld on the old 
ground that the tax was a franchise tax, the real party in the litigation being a 
domestic corporation.* It was implied in the decision, however, that the distinc- 
tion between domestic and foreign corporations is not an absolutely necessary 
one. Judge Field, in delivering the opinion of tlie court, said: 

“ The privilege of exercising the franchises of a corporation within a State is 
generally one of value, and often of great value, and the subject of earnest con- 
tention. It is natural, therefore, that the corporation should be made to pay some 
proportion of the burdens of the government. As the granting of the privilege 
rests entirely within the discretion of the State, whether the corporation be of 
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domestic or foreim origin, it may be conferred upon such conditions, pecuniary 
or otherwise, as the State in its judgment may deem most conducive to its inter- 
est or policy. It may require the payment into its treasury each year of a specific 
sum, or may apportion the amount exacted according to the value of the business 
permitted, as disclosed by its gains or receipts of the present or past years. The 
character of the tax or its validity is not determined by the mode adopted in fixing 
its amount for any specific period or the times of its payment. The whole field 
of inquiry ^into the extent of revenue from sources at the command of the corpora- 
tion is open to the consideration of the State in determining what may be jnstly 
exacted for the privilege. The rule of apportioning the charge to the receipts of 
the business would seem to be eminently reasonable, and likely to produce the 
most satisfactory results both to the State and the corporation taxed.” 

Whether telegraphic messages may be considered the subjects of interstate com- 
merce might at first be questioned. Such, however, is in effect the burden of the 
decisions of the United States Supreme Court. These companies are in respect to 
the taxation of their receipts subject to substantially the same provisions as rail- 
roads. According to the decision in Telegraph Company v. Texas, ^ any telegraph 
company accepting the provisions of Title 65, United States Revised Statutes, 
becomes an agent of the United States as regards Government business; and any 
State law imposing a tax on messages is void, both as to Government messages and 
to messages sent out of the State. In Ratterman W estern U nion Telegi‘apn Com- 
pany,^ a decision of general application to transportation companies was reached, 
to the effect that though a tax on gi^’oss receipts from both intrastate and interstate 
commerce is invalid, the tax is valid so far as it applies to the intrastate portion of 
those receipts. , 

To sum up, the legal status of the gross-receipts tax is substantially as follows: 
Domestic corporations may be taxed on their gross receipts regardless of the source 
of those receipts, provided they are not entirely the proceeds of interstate com- 
merce. Foreign corporations may be taxed only on the intrastate portion of their 
receipts. The distinction from the legal standpoint arises out of the fact that in 
the fonner case the tax is a tax on franchise, and in the latter case a tax on busi- 
ness— i. e., a tax on interstate traffic— which is in violation of the interstate com- 
merce clause? ill the Federal Constitution. 

The receiiits of the large transportation companies are to a large extent the 
proceeds of interstate traffic. Any transportation tax system which confines the 
incidence of a tax to purely intrastate receipts is in the main an inade(iuate one. 
As we have just seen, however, such is the necessary practice in the taxation of 
foreign corporations. As concerns the taxation of net income, it is probable that 
the question of the validity of such a tax would be determined upon different 
grounds. 

C. DOUBLE TAXATION OF CORPORATION AND SECURITY HOLDER. 

The simultaneous taxation of both coi’poration and .security holder is one which 
may arise under competing authorities as well asunder the same jurisdiction. It 
is a problem which may not be viewed from the standpoint of single groups of 
corporations (e.g., transportation companies, manufacturing corporations, etc.); 
from any ultimate point of view it must comprehend the entire field of invest- 
ments. To tax both corporation and security holder, when a tax on investments 
is general, is clearly double taxation; but when a tax applies only to a special 
class of investments, the question can not be decided without examining into the 
incidence of the tax. Professor Seligman says on this point: 

“If only one class of corporations is taxed, the purchaser of these corporate 
securities will escape taxation, because the amount of the tax is discounted in the 
depreciation of the security. For, let us suppose that a corporation previously 
untaxed has been paying 5 per cent dividends on its stock quoted at par. If a 
special tax of 10 per cent be imposed on these dividends, the stockholders will get 
only 41 per cent. But since by the supposition other classes of corporations, or 
at all events other noncorporate investments, are not taxed, the price of the stock 
will fall to 90. People who can get 5 per cent on their capital will not ordinarily 
consent to take 41 per cent. The original holders of the stock will indeed lose, 
but the new purchasers will not be affected, because the tax is capitalized and 
leads to a depreciation of the capital value of the stock. A dividend of $4.50 on 
stock costing $90 is as good as one of $5 on stock costing $100. A tax levied only 
on corporate profits, or only on some special classes of cori)oration8, does not affect 
any one but those who become stockholders l)efore the imiK^sition of the tax. To 
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tax the new purchaser on his security would not in such a case involve unjust 
double taxation. 

“There is one other condition under which the simultaneous taxation of the 
corporation and the security holder is not unjust. In the case of a stockholder 
we have seen that if the tax is general, it is unjust to tax both the corporation 
and the stockholder. In the case of a bondholder this would ordinarily po true, 
when the income tax on the corporation is, for instance, deducted from the interest 
of the bondholder as well as from the dividends of the stockliolder. In flome cases, 
however, it happens that the corporation is willing to assume the tax as a whole, 
and to count the tax among its fixed charges, declaring the coupons free from tax. 
In such a case it is really the stockholders who pay; for the interest on the bonds 
is fixed, and what is not dedu(;ted from the interest must be paid out of the sur- 
plus earnings, which would otherwise ultimately go to the stockholders. The 
bondholders are not reached at all by such a tax, except in the very indirect way 
that they may be exposed to an ultimate diminution in the security of their lien. 
But the tax as such does not strike them at all; their property or income in the 
corporate bonds goes scot free. An additional tax upon the bondholder would 
thus really not involve any injustice to them. Here, as well as in the preceding 
case, a study of the real incidence of the tax becomes important. What is 
apparently double taxation may turn out not to be sucdi.”* 

Where, however, the practice of taxing all forms of business enterprises up to 
the limits set by tlieir earning capacuty prevails, an additional tax upon security 
holders would be unjust, upon the ground that the direct taxation of the total 
investment had already reached the taxable capacity of the individual sharers in 
that investment. 

To the tax administrator, however, the fact which has greatest weight against 
the taxation of securities is the practical impossibility of reaching those securities 
for purposes of taxation . It would 1 )e needless to dilate upon the causes or character 
of this difficulty. It will l)e sufR(dent to state that the most prominent of the obsta- 
cles which arise in the administration of the general property tax spring from 
this source. The experience of all the Stat(‘s has made it clear that “property 
of this chara(d,er will go into hiding, and that no penalties will prove sufficient to 
bring it out.” 

In State practice the status of the taxation of corporation and security holder 
is a variable one. In Arizona and California, statute provision expressly declares 
this to be double taxation and forbids the ju-actict;; and in many other States the 
practice has be(‘n guard<'d against either by statute or by judicial interpretation. 
In Pennsylvania the attitude of the courts has changed since the earliest decisions 
on the subject were arrived at. In Lycoming County v. Gamble it was held 
that “ shares of stock and the capital stock of a corporation are distinct and dif- 
ferent things, ” and that, therefore, both were taxable. In Whitesell v. Northamp- 
ton County,^ it was decided that “the corporation, as an artificial person, is 
taxable, and * * * the stockholders are also taxable personally for the shares 
of stock individually held by them.” In Pittsburg, Fort Wayne and Chicago 
Railway v. Commonwealth^ it was held that “ double taxation is not unlawful in 
Pennsylvania.” But the tendency of the court on the (juestion has changed. In 
Commonwealth v. Fall Brook Coal Company,^ for instance, the court held that 
“ a tax ui)on the capital stock in the hands of a coriioration and a tax upon the 
owners of the parts or shares into which the capital stock is divided, upon their 
respective holdings, is double taxation, and will not be supported except by express 
enactment.” And further, “ wluire a railroad company has paid a tax upon its 
capital stock under the acts of 1H89 and 1891, its shares are not taxable in the 
hands of their holders. Pennsylvania practice is now in line with this decision. 
In the early practice of Tenne.ssee, as laid down in Memphis v. Eiisley,® a tax on 
the corporation did not preclude the taxation of the security holder also. The 
courts subsequently abandoned that position. The same change, either through 
statute provision or judicial decision, has taken place in a number of other States; 
as, for instance, in Indiana and in Illinois (State banks excepted.) 

In some States, on the other hand, double taxation of this type is still sanc- 
tioned. Iowa and Missouri, for instance, follow this plan, though making an 


1 Sellgman, Essays in Taxation, p. 105. For a full discussion of the (luestion, see the satno author’s 
■work on The Shifting and Incidence of Taxation. 

*47 Penna.,106. 

849 Penna.,526. 

*66 Penna.,73. 

6166 Penna.,488. 

6 6 Baxter, 
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exception of manufacturing: corporations, as do Louisiana, Maine, North Caro- 
lina, Wyoming, and other States with corporations generally. 

Some States apply different rules to different corporations. Vermont, for 
instance, expressly exempts railroad stocks, and Kentucky stocks in tele^’aph, 
telephone, and express companies. Then, too, in some States (e. g., Louisiana, 
Maine, Minnesota, Kansas, and Rhode Island) certain property deductions are 
made in determining the taxable value of shares. 

In Massachusetts a distinction is made between domestic and foreign corpora- 
tions. The former pay a tax on capital stock as a whole, and shareholders are 
exempt. Resident shareholders in the latter are, as far as possible, assessed and 
taxed by the local tax officers. The Massachusetts t?ix commission of 1897 made 
the following comment on this system. 

* * * “ If all the States followed the Massachusetts method in taxing cor- 
porations and securities, it is evident that throughout the country all shares 
owned by persons living outside the State where the corporation was chartered 
would be doubly taxed; taxed first to the corporation in the State where organ- 
ized, taxed second to every owner who lived outside that State. The Common- 
wealth by its own corporation tax has estopped itself from denying that its 
system of taxing shares involves double taxation.* 

The courts of the United States were at first very leniently inclined in their 
decisions toward the double taxation of corj)oration and security holder; but that 
ground has since been abandoned. In Tenne-ssee v. Whitworth,*^ the Supremo 
Court held that double taxation is not to be presumed in the absence of special 
statutory provision to that effect. In New Orleans t\ Houston, ^ the court held 
that a tax on the holdings of shareholders paid by a corporation, irrespective of 
the dividends payable to the shareholders, is substantially a tax upon the corpora- 
tion itself; and again, in the same case. “ It is well settled by the decisions of this 
court, that the property of shareholders in their shares, and the property of the 
corporation in its capital stock, are distinct property interests; ’’ but the right to 
tax both is not to be presumed unless such “is the legislative intent, clearly 
expressed. ’’ 

As regards the simultaneous taxation of bonds and of bonded debt, the United 
States Supreme Court, it will be remembered, has uniformly held (at least up to the 
Multnomah County case) that a tax on bonds, even when paid by the corporation, 
is a tax on the bondholder and not on the corporation. This principle is followed 
in the laws of Maryland and Pennsylvania. In Connecticut, on the other hand, 
where the tax is levied against the corporation on a valuation equal to the value 
of the capital stock and indebtedness, a tax on bonds, assessed against bondhold- 
ers, has been declared not to involve double taxation. 

The solution of the problem of how to tax securities is as involved as it is 
important. Upon the surface, the most practicable plan should appear to be the 
abandonment of the attempt to tax property of this type, and in its stead the fol- 
lowing out of a plan to tax the corporation directly to the full extent of its tax- 
able capacity. “* 


* Report of Maasacliusetts tux <‘oniniis.sion of 1897, p. 79. 

2117 U.S.,136. 

8119 

<The (iiseuHsioii of ihi.s qticstion by the Mti«saehu.sctts Tax CommiHfllon of 1897, i.s eminently sane 
Among otlier things, the Commis.sion says: “ It is a large and difficult question of public pe)liey and 
public expediency. It arises not only us to shares, but as to Ixmds, as to loans on the pU'dge of prop- 
erty outside the Slate, as to Hocunties of various sorts. In our great federal union, with a (lovern- 
ment jiartlv national, partly State, we find vast masses of property owned wholly or in part, directly 
or indirectly, by persons living outside the State where the property is situated. In justice to 
individuals,* in comitv toward si.ster States, in the practical administration of the tax system, what 
should be our general jwsition as to such property? * ♦ ♦ 

“We are not prepared to recommend the entire exemption from all taxation of foreign Htocks and 
other securities, but we are unhesitatingly of opinion that the present metho<l of taxing them is bad 
in principle as well as ineffective in practice. • ♦ * 

“ We believe that the proposed system of rigid enforcement by State assessment would not accom- 
plish its object, and that, quite apart from the desirability of the end proposed, the result would be 
fruitless and disappointing. ♦ * * 

“ We can not conceive a system more demomll/.ing to the taxpayers, than that for collecting on secur- 
ities by rigid sworn returns, taxes of the present sort at the present rate. * * * 

“The problem is, how to discover methods which are not punitive and of double effect in their 
mode of levy, which are practicable and smooth-working in their administration, and which shall 
secure as near an approach to justice as is attainable In view of the complex ownership of property in 
jttOdem times.” ( Report of Massachusetts Tax Commission of 1897, p. 80, et scq. ) 
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Chapter IV. 


SUMMAEY OF EXISTING LEGISLATION. 


A. RAILROAD COMPANIES. 


Of the 48 States and Territones; the tax systems of which have been outlined 
ill the foregoing .statements, M levy taxes on the basis of a cash valuation' ot prop- 
erty, or of property and franchise, as determined by a State board of assessment. 
In three cases (Ohio, Mississippi, and Virginia) this tax is supplemented by taxes 
on receipts, and in one case (Vermont) it is alternative with a tax on receipts. 

Twelve States levy taxes determined on the basis of gi-oss receipts. '* In .six * of 
these States this tax is only supplementary to a tax levied on some other basis, 
and in one (Vermont) it is alternative with a tax on the cash valuation of property 
and franchise. In the remaining five States the tax on gross receipts is the main 
feature of the system. It might be added that in Vermont, where this tax is 
alternative with another system, railroad companies actually pay the tax on the 
basis of gross receipts. 

New York levies a tax on capital stock according to dividends, supplemented 
by a tax on gross receipts. 

Massachusetts levies a tax on capital stock at its market value, with deductions 
for property locally taxed. 

Pennsylvania levies a tax on capital stock and bonded debt, .supplemented by a 
tax on gross I'eceipts. 

Connecticut levies a tax on capital stock and total indebtedness. 

Delaware levies a tax on capital stock, supplemented by a net earnings tax, a 
tax on passengers, and a specific tax on cars and locomotives. 

The net earnings tax, as ap])lied to railroads, is to be found in but a single 
State (Delaware), and there only as a feature of a wider system. 

Three States and one Territory (Oregon, Rhode Island, Texas, and New Mexico) 
still cling to the i)rimitive system of the general property tax, as applied to the 
taxation of individuals. In Texas, however, there is an additional State tax on 
gross receipts. 

In those cases where franchises are taxed, capital stock, earnings, and indebted- 
ness are considered, in different States according to different rules, in arriving at 
a cash valuation upon which to assess the tax. 

All of the more progressiv«f States have abandoned mere property valuation as 
the basis for the taxation of their transportation companies. 

Generally, railroad property not used for railroad purposes or not situated on 
the main stem is locally taxed in the same manner and at the same rate as the 
property of individuals. 

Where railroad property is equalized or assessed by State officials and the tax 
is computed and collected locally, the average value per mile of road is determined 
for each company. The value of the railroad property in any particular tax dis- 
trict is then determined on a pro rata mileage basis, and the tax is levied at the 
usual rate for State and local purposes. 

Where taxes are levied on capital stock, debt, earnings, or rolling stock, and 
usually where levied on cash valuation of property, railroads partly within and 
partly outside of a State are assessed on the portion determined by the ratio of 
mileage of line within the State to total mileage of line. 

B. TELEGRAPH COMPANIES. 


Of those States where express provision is made for the taxation of these com- 
panies by State authorities, 27 levy a tax on cash valuation of line. Of these, 
California, Connecticut, Delaware, North Dakota, and Wisconsin arrive at this 
valuation on the basis of a certain fixed value per mile of wire ; Idaho, Kansas, 
Louisiana, Michigan, Nebraska, New Hampshire, North Carolina, Oklahoma, 
South Carolina, South Dakota, Washington, and Virginia levy the tax on property 


1 Alabama Arizona, Arkansas, California, Colorado, Florida, Georgia, Idaho, Illinois, Indiana, Iowa, 

. . ! New Han^shire, 

i Dakota, Tennes- 


Kansas Ken lucky, Louisiana, Missi.-wippi, Missouri, Montana, Nebraska, Nevada. New Han^shire, 
New Jersey, North Carolina, North Dakota, Ohio, Oklahoma, ^uth Carolina, South Dako 


see Utah, Vermont, Virginia, Washington West Virginia, and Wyoming. 

2 Maine, Maryland, Michigan, Minnesota, Mtssissippi, New York, Ohio, Pennsylvania, Texas, Ver- 
mont, Virginia, and Wisconsin. ^ . 

"Miasifisippi, New York, Ohio, Pennsylvania, Texas, and Virginia. , 
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valuation, generally determined on the mileage basis ; Colorado, Florida, Iowa, 
Mississippi, Missouri, Tennessee, Utah, Vermont, and Wyoming levy the tax on a 
valuation of property and franchise. In Veimont this is alternative with a tax 
on gross receipts. Ohio levies a tax on cash valuation of line, which is virtually 
a capitalization of earning capacity (earnings are capitalized at 6 per cent). 

In 13 States’ these companies pay a tax on gross receipts. In Louisiana, New 
Jersey, and Virginia this is called a “ license tax.” In West Virginia it is appli- 
cable only to foreign corporations. In Texas the tax is on the proceeds of separate 
messages. 

In five States, Alabama, Mississippi, Montana, Tennessee, and Virginia, specific 
privilejje or license taxes are levied. In Alabama and Tennessee this is levied at 
a certain sum per mile of line. This is also the case in Mississippi, except that 
a fixed sum is levied when the length of the line is in excess of 1 ,000 miles. In 
Montana this is a local tax levied on instruments of transmission. 

In Arkansas, Kentucky, and Illinois, these companies are taxed on capital stock, 
and in Indiana on the capitalized value of capital stock and bonded debt, with 
property deductions. In Massachusetts (so far as concerns domestic corpora- 
tions), in New York, and in Pennsylvania the provisions of the general corpora- 
tion tax law are applicable. 

In those States where there is no express provision for the taxation of these 
companies the property tax as applied to individuals is in force. 

C. TELEPHONE COMPANIES. 

The laws of 24 States provide for a tax based on cash valuation of propt'rty or 
of property and franchise. In California, Connecticut, and Delaware this valua- 
tion is detennined upon a mileage basis. In Connecticut a valuation set on 
instruments is included. In Colorado, Kansas, Maine, Michigan, New Hamp- 
shire, ^uth Dakota, and Virginia this valuation is a valuation of property 
generally determined upon a mileage basis. In Iowa, Tennessee, Utah, and 
Washin^on the tax is levied on the valuation of property and franchise. In 
Mississippi the valuation is graded according to the number of subscribcu-s, and 
in Ohio it is a valuation determined upon the basis of earning capacity, as in the 
case of telegraph companies. 

Thirteen States Mevy a taxon gross receipts. In Louisiana and New Jersey 
this is called a “ license tax.” 

In Florida, Georgia, Montana, Tennes.see, Texas, and Virginia license taxes are 
levied on these companies. In Florida this is a graded tax bjised on the amount 
of capital stock. In Montana and Virginia it is levied on instruments. In Texas 
it takes the form of a specific annual sum to the counties. In Georgia there is a 
tax on instruments in addition to the annual license tax. 

In Indiana these companies are taxed on a capitalized value of stock and bonds, 
and in Illinois on the basis of capital stock. 

In Massachusetts, New York, and Pennsylvania these companies are subject to 
the provisions of that tax. In those States where the taxation of tliese companies 
is not the subject of express provision the general proi)erty tax applies. 

D. EXPRESS COMPANIES. 

In 19 States nhese companies are taxed on their gross receipts. In Louisiana 
and New Jersey this is Ccalled a “ license tax.” In West Virginia the tax applies 
only to foreign corporations. In New Mexico it amounts practically to a tax on 
net receipts. In a number of these States, also, the tax is supplemented by the 
usual property tax, general corporation tax, or franchise tax. 

In eight States— Iowa, Louisiana, Mi.ssouri, North Carolina, Ohio, South Caro- 
lina, South Dakota, and Virginia— a tax on each cash valuation is provided for. 
In Missouri the valuation is upon property and franchise; in Ohio upon capitalized 
earnings; in ^uth Dakota earnings are taken into consideration, and in Virginia 
the valuation is on property. 

Florida, Mississippi, and Virginia levy specific license taxes, and North Dakota 
a license tax grad^ according; to population. Tennessee levies a privilege tax 
based on the mileage over which business is done. 


1 Delaware, Georgia, Louisiana, Maryland, New Jersey, New York, North Carolina, Ohio I’cnnsyl- 
yanla, Rhode Island, Vermont, Virginia, and West Virginia. 

•Alabama, Delaware, Louisiana, Maryland, Minnesota, New Jersey, Now York, North Carolina, 
Ohio, Pennsylvania, Rhode Island, Vermont, and Wisconsin. 

•Connecticut, Delaware, Georgia, Louisiana, Maine, Maryland, Michigan, Minnesota, Missouri, New 
Jersey, New Mexico, New York, North Carolina, Ohio, Rhode Island, Texas, Vermont, Virginia, and 
West Virginia. 
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Arkansas, Illinois, Nebraska, and Wisconsin tax these companies on capital 
stock, and Indiana and Iowa on the capitalized value of stock and bonds. In 
those States where there are general corporation tax laws these companies are 
taxed under the provisions of those laws. 

In the other States and Territories these companies are taxed under the general 
property tax in the same manner as individuals. 

E. SLEEPING, PARLOR, AND DINING CAR COMPANIES. 

These companies are taxed in 10 States ' on gross receipts. In New Jersey the 
tax is termed a “licensed tax.” 

Alabama, Arkansas, Georgia, Iowa, Louisiana, Missouri, Nebraska. North 
Carolina, South Carolina, South Dakota, Tennessee, Utah, and Wy(nning levy 
a tax on cash valuation of cars employed within their boundaries. In South 
Dakota earnings are taken into consideration in determining the valuation, 

Arkansas, Illinois, Kentucky, Ohio, Texas, Virginia, and Wisconsin tax these 
companies on their capital stock; Indiana at the capitalized value of stock and 
bonds, and New York, Pennsylvania, and Massachusetts (so far as concerns 
domestic corporations) under the general corporation tax laws of those States. 

Delaware levies a license tax on the Pullman Company; Mississippi, a si)ecific 
privilege tax in addition to a privilege tax on a mileage basis; and Tennessee, a 
specific privilege tax. 

In the other States and Territories these companies, when taxed at all, are 
taxed on their property in the same manner as individuals. 

F. FREIGHT LINE AND EQUIPMENT COMPANIES. 

In Maryland, Michigan, New York, Pennsylvania, ard Vermont these com- 
panies are taxed on gross receipts. In Vermont the tax is alternative witli a tax 
on property and franchise. 

Minnesota, Ohio, and Wi.sconsin tax these companies on capital stock. In Mas- 
sachusetts (so far as concerns dome.stic corporations). New York, and Pennsylva- 
nia the general corporation tax laws have apidication. 

In New Jersey tliese companies are taxed on a cash valuation of their property, 
including rolling stocjk, and in Vermont a tax on property and franchise is alter- 
native with the tax on gross receipts. 

In the other States and Territories those companies, when taxed at all, are taxed 
on their property in the same manner as individuals. 

' G. NAVIGATION (X)MPANIES. 

These companies are in general taxed on the value of their water craft and 
other property. In certain States, however, specific provision is made for their 
taxation, either complementary to or as a substitute ror the tax on property. 

In Virginia these companies are taxed on their net earnings. In Delaware 
canal companies are taxed on their md (warnings, and all navigation companies 
are subject to tlie provisions of the pa.s.senger tax law. In Rhode Island vessels 
engaged in foreign trade are subject to a net earnings tax, as are vessels in gen- 
eral in Connecticut. In Kentucky navigation companies are subject to the usual 
corporate franchise tax. In Georgia a license tax is levied on steamboat compa- 
nies, and in Florida a license tax on tonnage of vessels. Maine and Minnesota 
also levy taxes on tonnage. In IHinois navigation companies, and in Virmnia and 
New Jersey canal companies, are taxed in the same manner as railroad compa- 
nies are taxed in those States. Maryland, New York, Pennsylvania, and Ver- 
mont tax navigation companies on gross receipts. In Vermont tliis tax is 
alternative with a tax on property and franchise, and in New York and Pennsyl- 
vania it is supplementary to the general corporation tax. In Massachusetts 
domestic companies are taxed under the corporation tax law. 

North Carolina levies a tax on capital stock. West Virginia on property and 
capital stock, and Missouri varied wharfage taxes in the towns and cities of the 
State. 


1 Florida, Maryland, Michigan, Minnesota, New Jersey, New Mexico, New York, Pennsylvania, 
Texas, and Vermont. 
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H. TAX ON CORPORATE CHARTERS. 

In 27 Commonwealths’ various taxes, under a variety of names, are levied 
upon the incorporation, organization, consolidation, and reorganization of corpo- 
rations and upon the increase or decrease of their capital stocK. Properly speak- 
ing, these charges are not taxes, but fees paid in return for privileges granted by 
the State. This fact has been recognized in the legislation of Pennsylvania and 
Rhode Island upon the subject, where the fee is termed a “ bonus on charters,” 
and in several other States, where it is termed “ charter fees,” “ license fees,” or 
“organization fees.” In Connecticut, Michigan, and Texas statute terminology 
confuses it with the tax on franchises, though it is very obviously not a franchise 
tax. 

In several States this levy takes the form of -an annual license charge (e. g., 
Alabama, Vermont, Washington). In Connecticut it applies only to domestic 
corporations doing their main business outside of the State, and in Texas, New 
York, and Vennont to foreign corporations as well as to those of domestic origin. 
In certain States certain specified forms of corporate industry are not subject to 
the general regulations of this chara(!ter (e. g.. bridge, canal, and railroad com- 
panies in Pennsylvania and railroad companies in Rhode Island). 


Chapter V. 

CONSTITUTIONAL AND STATUTORY PROVISIONS, BY STATES. 

The constitutional provisions which are summarized in this chapter do not 
include all which apply to State and hx^al fiscal ndations, but only such as appear 
to have a particular bearing on the making and administration of State laws for 
the aiding of and taxation of transportation companies. These summarized pro- 
visions may or may not apply to other classes of persons and property; but neither 
alternative may be inferred to hold unless express stabunent is made to that effect. 

In summarizing statute provisions, attention is given chiefly to the taxation of 
railroad companies, with minor reference to telegraph, telephone, express, parlor, 
and sleeping car, freight line and navigation compani(‘s. Generally, where trans- 
portation companies are subject to direct taxes by the State, shares of stock are 
not assessed to individual holders, so that tax provisions on this subject are not 
digested. 

ALABAMA. 

CONSTITUTIONAL PROVISIONS. 

State aid and internal improvement.-— li!\w State shall not engage in works of 
internal improvement, nor lend its money or c.redit in aid of such; nor shall the 
State be interested in any private or corixirate enterprise, nor lend its money or 
credit to any individual, association, or corporation. (Art. IV, sec. 54.) 

Tcvxes on properti/.— All taxes on property shall be levied in exact proportion to 
the value thereof. {Art. XI, sec. 1.) 

The property of private corporations, associations, and individuals shall forever 
be taxed at the same rate. (Art. XI, sec. 6.) 

Djcal aid.— The general assembly shall not have power to authorize any local 
division to lend its credit, grant money or property, or take stock in aid of anv 
corporation or company. (Art. IV, sec. 55. ) 

STATUTE PROVISIONS. 

Railroad companies. 

Listing, irduation, cfc.*— Railroad companies are required to make annual 
returns to the State auditor of all property employed in operating their lines. 
Upon the basis of these schedules, the State board of assessment value the railroad 
property “ upon the consideration of what a clear fee simple title thereto would 
sell for under the conditions under which that character of property is most 
usually sold for.” This valuation is then apportioned among the counties upon a 
pro rata mileage basis, for the computation and collection of the tax. 


1 Alabama, Colorado, Connecticut, Delaware, Florida, Georgia, Illinois, Kansas, Kentucky, Maine, 
Maryland, Miehlgan, Minnesota, Missouri, New HHmp.shiro, New Jersey, New York, Ohio, Pennsyl- 
vanfa, Rhode Island, Tennessee, Texas, Utah, Vermont, Virginia, Washington, and West Virginia. 

* Code of 1896, secs. 3961-8973. 
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License fa£C.— Railroad companies also pay a license tax on gross earnings to 
cover the expenses of the railroad commission. ‘ 

Ix>cal toah’on.'''— Railroad real estate and personalty not in the right of way 
are locally assessed and taxed. A local tax also is levied on the basis of the valu- 
ations apportioned by the State. 

Telegraph companies.^ 

These companies pay to the State an annual privilege tax of $1 per mile of line 
when that line is 150 miles or less in length. Lines of over 150 miles pay at the 
same rate in addition to a specific tax of $500. These taxes are in addition to the 
usual local license and property taxes. 

Telephone Companies. 

These companies (as well as canal, bridge, and ferry companies) pay a tax on 
gross income at the usual property rate."* 

They are, besides, required to make annual reports of property and receipts, 
upon the basis of which a property valuation is arrived at for purposes of taxa- 
tion.® 

A license tax in towns and (dties is levied as follows; In places of 20,000 inhabi- 
tants or over, $25; less than 20,000 and more than 10,000, $10; other places, $5.® 
Long-distance telephone companies report their property and receipts to the 
State auditor. Tlie tax is further administered as in tlie case of railroads,® 
Long-distance telephone companies are also required to pay, to the State, 50 
cents per mile of line when tliat line is 150 miles or less in length; and further, 
all lines of more than 100 miles in length pay the sum of $250.-^ 

Sleeping-car companies,'' 

These companies pay the State a privilege tax of $1,250, and are taxed in addi- 
tion on property in the usual way. 

Other corporations.*^ 

Other corporations pay a license tax, graduated according to the amount of paid 
up capital stock. The tax begins with a rate of $10 upon companies whose paid up 
capital stock is under $10,000, and rises gradually to a tax of $500 upon com- 
panies whose capital stock amounts to $1,000,000 or over. 

ARIZONA. 

STATUTE PROVISIONS, 

Railroad companies.'' 

Railroads hereafler constructed shall be exempt from taxation 
for a period of 10 years after the pa.ssage of this a(;t. 

Listing, valuation, cfc.— Railroad companies are required to make full annual 
reports of property used in operation to the Territorial board of equalization, 
by whom a valuation is set on^roperty and franchises. Rolling stock is valued 
on a pro rata mileage basis. Tdie total valuation is apportioned among the coun- 
ties for the computation and collection of the usual tax rates. 

Local Property other than that of operation is locally assessed and 

taxed. 

Telegraph companies. 

These companies are assessed and taxed in the counties at a certain rate per 
mile of line,. 

ARKANSAS, 

C< )NSTlTUTlON AL PROVISIONS 

The power to tax corporations and (corporate property shall not be surrendered 
nor suspended. (Art, XVI, sec. 7.) 

State md.— The State shall never a.ssume nor pay the indebtedness of any cor- 
poration, nor release any corporation from its liabilities to the State. (Art. XII, 
sec. 12.) 

The liability of any railroad or other corporation to the State shall never be 
exchanged nor remitted. (Art. V, sec. 83.) 


1 Code of 1896, sec. 3489. ’’ Ibid., p. 165. 

a Ibid., secs. 8964-3973. » Ibid., p. 178. 

8 Laws of 1898-99, p. 169, » Revised Statutes of Arizona (1887), par. 2649, 

* Ibid., p. 60, 1" Law.s of 1899, p. 79. 

6 Ibid., p, 170. n Ibid., par. 2647. 
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Except ae herein provided, the State eh« Intereeted in the stock of 
%TXte‘raU ^^r'lor'ite ci-edit £oV any purpoae whatever. ' * - 
sec. 1.) ’ •• 


(Art. XVI, 

ine OttllO BUCTli 

onpropeHy.-Ml pr.n»rty shall be taxed according to its value. (Art. 

XVI, sec. 5. ) ..nimiilored and taxed as personalty. (Art. XVII, sec. 11.) 

Rollingst(>ckshallb ' ^ annual reports of their 

Reporhof p^fblic accounts. (Art. XVII, sec. 18.) 

acts and doings to tin ail l J ^ in, obtain, or gi-ant money for, 

or Lsociation, or individual. (Art. XII, soc! 

5. See also Art. X^ I, sec. 1.) 


Railroad companies. ^ -i . i ..oninanios are required to return to the sec- 
retiry 7 sS;‘“ w "V'”'!”" 

fflblthWrerand leased), incbXga..t^ 

of the various elements of railroad property. On t'iV j 

State board of railroad eommis-sioners hx a valnation. win h s apportion^e 1 
among the local districts for the computation and collection ot the usual pi op 
ertv taxes. Rolling stock is valued upon a pro rata mileage basis. Tn ease of 
failure to list, witnesses may be summoned and books, records, etc., examineu. 

Local taxation. —Real estate and personalty not in the right ot way are assessed 
and taxed locally.* A local tax is levied also on the valuation apportioned by 

the State. 

Telegraph, express, and sleeping-car companies. * 

These companies make annual returns to the State. Tlit'y are taxed upon their 
capital stock (i. e., on a pro rata mileage proportion thereot employed within the 
State). The real and personal property of these companies is taxed where .situ- 
ated, as is the similar property of telephone companies. 


CALIFORNIA. 


CONSTITUTIONAL PROVISIONS. 

State auh-No gi*ant of money or property shall ever be made by the State for 
the benefit of any corporation not exclusively under State control. (Art. iV, 

^^'hTs\ate shall neither give nor lend, nor authorize the giving or lending of the 
credit of the State to any person, corporation, or association; nor shall the State 
subscribe to stock in a corporation. (Art. IV . sec. 81 . See f 

Taxes on propertu and franclmes.— AW property in the State shall be taxed 
according to its value— franchises, moneys, credits, bonds, stocks, dues, and all 
other property included. (Art. 18, sec. 1.) 

Lands and improvements thereon .shall be separately assessed, (.^’t. 18, sec. «.) 
The legislature shall have power to provide for the payment of all taxes on real 
propei’tv by installments. (Art. XIII, se(;. <.) , n *1 i i. n 

The franchise, roadway, roadbed, rails, and rolling stock ot all railroads shall 
be assessed at their actual value by the Stare board of eiiualization (provided for 
in sec. 9) ; which valuation shall be apportioned among the local districts on a 
pro rata mileage basis. (Art. XlII, sec. 10.) . .. i j 

Every obligation by which a debt is secured, except as to railroads and quasi- 
public corporations, shall be taxed at its value, and the collateral property shall 
be taxed at its value less the value of the obliption. Art. XIH, sec. 4.) 
Incomes.-lncomes may be taxed as presen bed by law. (Art. XIII, sec. 11.) 
Railway reports and accounts.-The State railroad commissioners shall have 
power to summon persons and papers, and shall prescribe a uniform system of 
railway accounting. (Art. XII, sec. 22.) , t 

Local aid.— Tlie State shall not authorize the giving or lending of the credit of 
any county, city, township, etc., to any person, corporation, or asswiation; nor 
shall any local district subscribe to stock in a corporation. (Art. IV, sec. 81.) 


iSandelRand HIII’h DlRCKt, (1894), hcrh. f>46(M}476. 
sibid., sec. &476. 

*lbid., sees. 6455 - 6467 . 





STATUTE PROVISIONS. 

Railroad companies. 

Listing, valuation, e^c.’— Railroad companies are required to fumisji full sworn 
statements of property, stock, and business. On the basis of this information the 
State board of equalization assesses franchise, roadway, roadbed, rails, and rolling 
stock in the State on a pro rata mileage basis. Franchises derived from the United 
States are exempted from taxation. Upon the valuation anived at by the board 
of equalization the taxes are levied and collected by the State at the average rate 
of taxes on property in the State. To aid in arriving at valuations, provision is 
made for the summoning of witnesses, corporation records, books, etc., by the 
State board of equalization. 

Ijocal Railroad property other than that of operation is locally 

assessed and taxed. Local districts re(;(*ive also a share of the tax on the values 
determined by the State board of ecpialization. 

Telegraph and Telephone companies.* 

The property of these companies is hxrally assessed and taxed as personalty at 
a certain rate per mile of line, fixed by local assessors. 

CXJLORADO. 

CONSTITUTIONAL PROVISIONS. 

State aid . — The State shall not pledge its (^edit or become responsible in any 
way for the debts of any person, company, or corporation. (Art. XI, sec. 1.) 

The State shall not make any donation to nor subscribe to stock in any corpora- 
tion. (Art. XI, sec. 2.) 

No obligation of any person, a.ssociation, or corporation to the State shall ever 
be exchanged, ix'h'ased, postponed, or diminished. (Art. V, sec. :IS.) 

Uniform properti/ fii.r.-— Taxes .shall be uniform upon the same class of sub- 
.jects witliin the same jurisdiction. All property shall be taxed at its just value. 
(Art. X, sec. ;i.) 

Corporation fam. — The power to tax corporations and (corporate property shall 
never be relinquished nor suspended. (Art. X, se(L 9.) 

All corporations shall be subject to taxation for State and local purposes. (Art. 
X, see!. 10.) 

Local aid.— 'No local division .shall pledge its credit or become responsible in 
any way for the debts of any person , a.sso(!iation , < u* corporation . ( Art . XI , sec . I . ) 

No local division shall make any donation to or subscribe to stock in any cor- 
poration. (Art. XI, sec. 2.) 


STATUTE ITU )VISI( )NS. 


Railroad companies. 

Listing, valuation, These companies are reipiired to make returns to the 
State board of eciiialization, upon the basis of which the franchise, roadbed, track, 
and rolling stock are valued upon a i)ro rata mileage basis, and said value appor- 
tioned among the counties for the computation and collection of the usually gen- 
eral property taxes. 

Local tajcation.^— 'Real estate (including stations and other buildings, but not 
track) and personalty are locally assessed and taxed. There is also a local tax on 
the basis of the values apportioned by the State. 

Telegraph, telephone, and car companies.® 

These companies are subject to provisions similar to those which apply to rail- 
roads. 


CONNECTICUT. 


CONSTITUTIONA I . PROVISIONS, 

Local aid.— No local division shall subs(!ribe to stock in a railroad corporation, 
nor purchase its bonds, nor aid it in any way. (Amendment of Oct., 18T7.) 


1 California Political Code (1897), sees. 3(X>t-3(;71. 

2 Ibid., sec. 3663. 

8 Mills’s Annotated Statutes, secs. 3804-3807. 

* Mills’s Annotated Statutes, secs. 3804-3807. 

‘ Ibid., sees. 3801-3803. 
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STATUTE PROVISIONS. 

Railroad companies.' 

State Railroad companies are required to make annual reports to the 

State controller, setting forth their capital stock and indebtedness. They then 
pay the State, as a franchise tax, one per cent on the market value of their capital 
stock, in addition to one per cent on the par value of their funded and floating debt, 
or on actual value if below par. In determining the valuation, deduction is 
made for any part of the indebtedness which is held in trust as part of a sinking 
fund, as well as for the amount of local taxes on real estate. As the valuation 
represents only that portion of the capital stock and debt assignable to Connecti- 
cut. tin; valuation is determined on a pro rata mileage basis as compared with the 
total mileage. 

Local taxation .—R'Ailroiah are locally taxed on their real estate not directly 
used for purposes of operation. 

Telegraph and telephone companies.'^ 

Telegraph companies pay the State a tax of 25 cents per mile of wire. They 
also pay local taxes on their real estate. 

Telephone companies pay the State a tax of 70 cents per instrument in addition 
to 25 cents per mile of wire. They also pay loiuil taxes on real estate. 

Express companies.'' 

These companies pay the State a tax of 5 per cent on their gross receipts from 
business done in the State. 

DELAWARE, 

CONSTITUTIONAL PK< )VISIONS. 

Nothing specific. 


STATUTE PROVISIONS. 

Railroad companies.^ 

Tax on net car/u'nj/.s*.— Railroad comi)anies, as well as canals, make annual 
returns of business to the State, as by law r<‘quired. They then pay to the State 
a tax of 10 per cent on their net earnings in the State, as determined by the pro- 
portion of mileage within the State to total mileage; besides a tax of one-half of 
one per cent on a pro rata mil(*age portion of capital stock. 

Pammger and loconiotirc hnms.— Railroad and navigation companies pay the 
State a tax of 10 cents on (aich ])assenger (airried by steam power on land or water 
in the State. The law grants permission to raise the rate of fare to the extent of 
the tax. 

Railroad companies (excepting theP.,W. & B. R.R. Co., which is otherwise 
provided for) may pay in lieu of the passeng(.‘r tax a sum whicli bears the same 
proportion to the gross receipts from passengtu’ business between points in the 
State as the sum of $13,000 bears to the like bu.siness of the P., W. & B. R. R. Co. 

In addition, there is a special tax of $100 on ('ach locomotive, $25 on each pas- 
senger car, and $10 on each freight car and truck used within the State. 

The Idiiladelphia, Wilmington and Jialtimorc Railroad Company pays to the 
State annually the sum of $27,000 in lieu of all taxes but the passenger tax, and 
this latter may be commuted by the annual payment of the specific sum of $13,000.® 

The Delaicare Railroad Company may pay $3,000 annually in lieu of all other 
taxes." 

Local taxation.— R aHi'diuI real estate, including buildings on the right of way, 
is locally assessed and taxed. 

Telegraph and telephone companies.’ 

These Companies annually pay to the State a tax of 00 cents per mile on the 
longest wire in the State; 30 cents per mile on the next longest wire, and 20 cents 
per mile on all other wires. 

Express companies.® 

These companies pay a tax of five per cent on their gross earnings from business 
done within the State. 


' General Statutes of Connecticut GHSH), 331‘J-3927. Also Uws of 1899, pp. 1001, 1087. 
»Diw8ons9i,p.r)8. 

31>aw8 of 1889, p.90. 

* Revised Code of 1893, pp. 47-61. 

6Ibid.,p.5'2. 

« Ibid., p. 54, 
nbid.,p.72. 

0 Ibid,, p, 73. 
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Pullman company.* 

Tliis company pays an annual State license tax in lieu of other taxes. 

Franchise tax on telegraph, telephone, express, and sleeping-car companies. 

These companies pay an annual license tax for the privilege of exercising their 
corporate franchises on the basis of their gross receipts from business done in the 
State. The rate of the tax is one per cent, except in the case of sleeping-car com- 
panies, with which it is H per cent.*^ 

FLORIDA. 

CONSTITUTIONAL PROVISIONS. 

State foVi.— No tax shall bo levied for the benefit of any chartert'd company. 
(Art. IX, sec. 7.) 

The credit of the State shall not be pledged or loaned to any individual, com- 
pany, or corpoiation; nor shall the State become a stockholder in any company. 
(Art. IX, sec. 10.) 

Uniform tax on propcrt//,— Taxation shall bo at a uniform and ecpial rate. All 
property shall be justly valued. (Art. IX, sec. 1.) 

Local aid.— The legislature shall not authorize any local district to appropriate 
money for, loan its credit to, or become a stockholder in any company or corpora- 
tion. (Art. IX, sec. 10.) 


STATUTK PROVISIONS. 


Railroad companies.'^ 

Listing, valuation, cle.— Railroad companies are required to make full annual 
reports to the State comptroller, setting forth the property used in operation, its 
value, and the amount thereof in each county and municipality. The value of the 
rolling stock is apportioned pro rata to each mile of track. The comptroller noti- 
fies the proper olficial in each county and municipality through which the road 
runs of the number of miles of track, its proportionate value, and the proportion- 
ate value of other taxable property. The tax is levied and collected in the various 
local divisions at the usual property rate. 

Ijocal taxation —Rnilroiid lands not in the right of way are locally assessed and 
taxed. Local taxes are levied in addition on the values api)ortionea by the State. 

Telegraph companies. ^ 

The property, rights, and franchises of ihese companies are taxed like the prop- 
erty of railroads. 

Telephone companies.'’ 

These companies pay an annual license tax, in addition to the usual local 
taxes on property, on tlie following bases: 

When the capital stock is $100,000 or more. $100. 

When the capital stock is over $.50,000, but under $100,000, $50. 

When the capital stock is over $2.5,000, but under $50,000, $20. 

When the capital stock is over $10,000, but under $25,000, $20. 

When the capital .stock is less than $10,000, $10. 

Express companies.'’ 

These companies pay an annual license tax of $2, .500 in lieu of all other license 
taxes. State or local. 

Sleeping-car companies.’ 

Sleeping and parlor car companies annually pay into the State treasury a tax of 
$1.50 on each $100 of their gross receipts, as reported to the State. 

Steamboats.*^ 

All steamboats, passenger or freight, plying on the waters of the State, except 
those regularly assessed in any county of tne State, are subject to a license tax of 
$1 per registered ton, not to exceed $100 nor be less than $10. 


1 Ijaws of 1897, chap. 37f). * Ibid. , p. 12. 

2 Laws of 1899, pp. 303 et seq. « Laws of 1897, No. 102. 

•'» Laws of ] 895, j)i), 28-31. ’ Laws of 1895, pp. 29-30. 

♦Ibid., p. ‘29. 8ibid., p, 13. 
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GEORGU. 

CONSTITUTIONAL PROVISIONS. 

Edease from taxation.— The power to tax corporations and corporate property 
shall not tie surrendered or suspended by the State. (Art 7, sec. 2, par. 5.) 

State atd.— The credit of the State shall not be loaned to any individual, com- 
pany, or corporation, nor shall the State take stock in any company or corpora- 
tion. (Art. 7, sec. 5, par. 1.) 

The State shall not make any donation in favor of any person, corporation, or 
association. (Art. 7, sec. 16, iiar. 1.) 

Uniform tax on property.— TiAxat\on shall be uniform upon the same class of 
subjects , and ad valorem on all property subject to taxation. (Art. 7, sec. 2, par. 1 . ) 

lA)cal nul.—The general assembly shall not authorize any local division to 
become a stockholder in any company, nor appropriate any money nor loan its 
credit thereto. ( Art. 7, sec. 6, par. 1.) 

STATUTE PROVISIONS. 

Railroad companies. 

Listing, valuation, cfc.'— Railroad companies are required to make retunis of 
their entire property to the comptroller-general of the State. On the basis of these 
returns the comptroller-general determines the basis of the State levy. Rolling 
stock is valued upon a pro rata mileage basis. The tax is paid into the State 
treasury. 

Local taxation,— Counties'^ and municipalities ■' assess and tax all railroad prop- 
erty within their respective limits. 

Telegraph and express companies.^ 

All such companies doing business in the States pay to the State a tax of per 
cent on the gross receipts from such business. 

Telephone companies.^ 

These companies pay a tax of $1 per instrument in usi* within the State. 
Sleeping-car companies.'^ 

These companies pay a tax on valuation of cars, determined on a pro rata mile- 
age basis. 

IDAHO. 

CONSTITUTIONAL TROVISIONS. 

' Release from taxation.— The power to tax corporations and corporate property 
^mall never be relinquished nor surrendered. They shall be taxed for State and 
local purposes on their property. (Art. VII, sec. 8.) 

State aid.— The credit of the State shall not be given in aid of any individual, 
association, or corporation, nor shall the State become a stockholder in any cor- 
poration. (Art. VIII, sec. 2.) 

Property and license taxes . — Taxes shall be uniform upon the same class of sub- 
jects within the same jurisdiction. A just valuation shall be secured for the 
taxation of all property. (Art. VIII, sec. 5.) 

Every person and corporation shall pay a tax on property. A license tax may 
also be imposed. (Art. VII, sec. 2.) 

Local aid.— No local division shall lend its credit in aid of any individual, asso- 
ciation, or corporation, or become responsible for the liability of any individual, 
association, or corporation. (Art. VIII, sec, 4.) 

STATUTE PROVISIONS. 

Railroad companies.* 

Listing, valuation, efc.— Railroad companies are required to return to the State 
annual lists of their entire property of operation, including rolling stock, hired, 
leased, or used. The State ooard of equalization sets a valuation upon each rail- 
way line, and apportions the same among the local districts for the computation 
and collection of the tax. 

Local taxation.— Pioperiy not in the right of way is locally assessed and taxed. 
A tax is levied also on the values apportioned by the State. 

Telegraph and telephone companies.’^ 

Taxed like railroad companies. 


1 Code of 1895, HCC8. 779-783, 
8 Ibid,, sec. 780. 

«Ibld„ secs. 784-789. 


4 Laws of 1898, p. 31, 
‘Laws of 1898, pp. 114-118. 
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ILLINOIS. 

CONSTITUTIONAL PROVISIONS. 

Rtate aid.—Tho State shall never assume the debts of nor extend its credit in 
aid of any corporation, association, or individual. (Art. IV, sec. 20.) 

The general assembly shall never loan the credit of the State or niake appro- 
priations in aid of railroads or canals; provided that the surplus eaniings of any 
canal may be appropriated for its enlargement or extension. (Separate section 
after Art. XL) 

Franchise, fa.rc.9.— Taxation shall be in proportion to value of property; but 
telegraph and express interests, owners and users of franchises and privileges 
shall be taxed as directc'd by law, the tax to be uniform as to the class upon which 
it operates. (Art. IX, sec. 1-) 

Reports of railroad companies. — Annual reports of all acts and doings, as 
by law rennired, shall bo furnished the State by railroad companies. (Art. XI, 
sec. 9.) 

Fin'ther objects and subjects may be taxed by authorization of the general assem- 
bly in any manner not inconsistent with the constitution. (Art. XI, sec. 2.) 

Illinois Central Railroad Companip the charter arrangement of, with regard to 
payments to the State, shall ever remain the same. All money from this source 
shall be used only for the ordinary expenses of the State government. (Separate 
section after Art. XL) 

Illinois and Michigan Canal shall never be sold or leased except by vote of the 
peo])le of the State. (Separate section after Art. XL) 

Local No local division shall ever subscribe to the capital stock of any 
private corporation, or make donation to or loan its credit in aid of any such cor- 
poration . ( Separate secti on after Art . XL ) 

STATUTE PROVISIONS. 

Railroad companies. 

Listing, valnaiion, c^c.’— Railroad companies are required annually to return to 
the county cha'ks schedules of taxable property, with reference to its amount, 
kind, and value. These schedules must contain a list of the property held for 
right of way, length of main and side tracks, and a description of the realty, 
including a statement of the value of improvements and stations located on the 
right of way. The above property is denominated “railroad track.” A list of 
rolling stock u.sed on the line must be included in the schedule. 

In addition to the local schedules, annual sworn statements must be filed with 
the auditor of public accounts, setting forth the entire property of operation, the 
actual value of the capital stock, the bonded indebtedness, and the total listed 
valuation of all tangible property in the State. On the basis of this schedule, the 
State board of eciualization assesses the property and equalizes the valuations of 
the counties. These valuations as assessed and equalized are then entered by the 
county clerks in the railroad tax book, and the taxes are extended and collected. 
The rule for valuation by the State board requires that the total valuation as 
determined by that body shall include the value of capital stock over and above 
the value of tangible property, and that the value of real and personal property 
locally assessed wliere situated shall be deducted. Franchises granted by the 
State must be listed as personalty at their full value. 

Local taxation. Railroad track” is listed and taxed in the several towns, vil- 
lages, districts, cities, and counties upon a mileage basis, excepting the side tracks, 
turn-outs, station houses, depots, machine shops, and other like fixed property, 
which are assessed and taxed where located. Rolling stock is taxed in the various 
local distncts upon a mileage basis. 

Personalty and real estate, other than “ railroad track” and rolling stock, are 
listed where situated, and are treated in all respects like the similar property of 
individuals. , . . . ^ 

Illinois Central Railroad Com2)any.'^— This company is required to pay semi- 
annually into the State treasury a tax of five per cent on the gross income of the 
road for the half year. It must pay also a tax on its stock, property, and assets 
to an amount sufficient to bring the total tax paid by the company to seven per 
cent of its gross receipts, with provision for a deduction when the State tax rate 
exceeds three-fourths of one per cent. 

1 Starr and Curtis’s Annotatwl Statutes of Illluois, pp. 8442-3444. 

8 Ibid., p. 3626, 

16a 67 
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Telegraph companies ' 

These companies are required to pay an annual tax on the value of their capital 
stock above the value of property locally taxed. The tax is collected in the same 
manner as the railroad tax. 

Telephone, express, steamboat, and other transportation companies.'^ 

All such companies incorporated under the laws of the State return annual 
lists to the local assessors, and are then assessed by the State board of oiiualization 
on the value of their capital stock in excess of the value of tangible property 
already locally taxed. 

INDIANA. 

(CONSTITUTIONAL PROVISIONS. 

State aid— The State shall not assume the debts of any corporation whatever. 
(Art. X, sec. G.) 

Uniform tax on property.— There shall be a uniform and equal rate of assess- 
ment and taxation. All property shall be justly valued. (Art. X, si?c. 1.) 

Wahasli and Erie Canal.— The State shall not be liable for any certificate of 
stock issued ‘‘ for the completion of the Wabash and Erie Canal to Evansville,” 
under acts of January 19. 1846, and January 39, 1847. (Art. X, sec. 7.) 

Local aid.—^o county shall subscribe to stock in any corporation, unless pay- 
ment be made for the same at the time of subscription; nor shall any county loan 
its credit to any corporation, nor borrow money to take stock in the same. (Art. 
X, sec. 6.) 

STATUTE PROVISIONS. 

Railroad companies. 

j Luting, valnation, etc. ’—Railroad companies are required to list their property 
annually with the auditors of the various counties. Returns must be made at the 
same tiimc to the auditor of tine State. These returns must be very full and must 
contain a detailed statement concerning the entire railroad property, capital 
stock, and bonded debt. On the basis of these returns, tiie State board of tax 
commissioners fixes upon the property a valuation, which is apportioned among 
the various local tax districts, where the tax is oomi)uted and collect(!d at the usual 
property rate. Rolling stock is assessed on a pro rata mileage basis; and suc,h as 
IS hired, leased, or used (but not owned) by any railroad company, is assess(Hl 
against tliat company ac(‘ording to tlie proportion of tin? year it uses the sanu'. 
All tax-assessing officers in the State arc empowered to examine the books .and 
records of tran.sportation companies. 

Local taxation . Real estate and personalty not used for operating purposes 
are assessed and taxed directly by local authorities, in addition to the local taxes 
on the valuations apportioned by the State authorities. 

Telegraph, telephone, express, parlor, etc., car, and fast freight companies.^ 

These companies {ire required to make annual statements concerning i)roi{erty, 
franchise, capital stock, and mortgage indebtedness to the auditor of the State. 
On the basis of these returns the State board of tiix commissioners determines 
the actual value of the capital stock of each company, add to this the value of 
the bonded debt, and from this gross sum deduct the value of all property outside 
of the State owned by such companies, but not specifically used in the conduct of 
their business. A mileage proportion of the resulting sum is iiccredited to the 
State for puimoses of taxation. After further deduction has been made for 
property locally taxed in the State, the remaining sum is apportioned among the 
counties for the computation and collection of the tax. 

Wabash and Brie Canal Company.’’ 

Locally assessed and taxed on its general property. 

IOWA. 

CONSTITUTIONAL PROVISIONS. 

State aid.— The credit of the State shall not be loaned to any individual, asso- 
ciation, or coi-poration, nor shall the State ever assume the liabilities of any 
individual, association, or corporation. (Art. 7, sec. 1.) 

1 Starr and Curtis’s Annotated Statutes of Illinois, t).3424. 

31bld.,p. 3415. 

* Homer’s Annotated Indiana Statutes, 1896, secs. 6340-6364. 

<lbld., secs. 6621k-6621v. 

Ibid., sec. 6305. 
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The State shall not become a stockholder in any corporation. (Art. 8, sec. 3.) 
Corporate property.— property shall be taxed the same as individual 
property. (Art. 8, sec. 2.) 


STATUTE PKOVISIONS. 

Railroad companies.’ 

Listing, valuation, e^c.— Railroad companie.s are required to make annual state- 
ments to the executive council of all property of operation, as well as the earn- 
ings and expenses of operation within the State. . Upon the basis of these returns 
the executive council assess railroad property at its actual cash value, taking into 
consideration the earning capacity of the road. Rolling stock is valued on a pro 
rata mileage basis. Sleeping and dining cars are assessed to the railroads using 
the saine in the same manner as the ordinary rolling .stock of those roads. The 
valuation reached by the executive council is apportioned among the counties for 
the computation ana collection of the tax. 

Local Railroad real estate not used for purposes of operation, grain 

elevators, and railroad bridges over the Mississippi and Missouri rivers are locally 
taxed where situated. There is also a local tax on the values apportioned by the 
State. 

Telegraph and telephone companies.’* 

The State executive council determine the value of the property and franchise 
of telegraph and telephone companies in tlui State. This valuation is apportioned 
among the local districts and further administered like the taxes on railroads. 

Express companies. ’ 

The State executive coumhl determine the value of the property of express com- 
panies in the State, except property not exclusively used in the conduct of 
business; the valuation is based on aggregate value of shares plus mortgage 
indebtedness. County auditors add property not used exclusively in conduct of 
business and the whole is taxable for both State and local purposes at the usual 
property rate. 


KANSAS. 

CONSTITCTIONAT. I’HOVISIONS. 

State aid.— The State shall nevcu* b(* a party in carrying on works of internal 
improvement. (Art. 11, sec. 8.) 

Uniform taxation.— The legislature shall provide for a uniform and eipial rate 
of assessment and taxation. (Art. 11. .se(*,. 1.) 

Local aid.— Cities, towns, and idllages, in their powers of taxation, assessment, 
borrowing money, contracting debt, and loaning their credit shall be so restricted 
as to prevent abuse of such power. (Art. 12, sec. 5.) 

STATUTE l‘RO VISIONS. 

Railroad companies. 

Listing, valuation, efc .^ — Upon the basis of reports made by the railroad companies 
the State board of railroad assessors values railroad track, roadbed, right of way, 
water and fuel stations, buildings, mafdiinery, and rolling stock upon a pro rata 
mileage basis (including the cars of other companies used on the railroads of the 
State) , moneys, credits, and franchises. The board is empowered to examine the 
books and papers of railroad companit*s. Through the State auditor an apportion- 
ment of the valuation thus determined is made among the counties, where further 
apportionment is made among the smaller districts, in which tlie taxis computed 
and collected at the usual property rate. 

Local taxation.*— Ui\\\vos,i\. real estate and personal property not in the right of 
way is locally assessed and taxed. A local tax also is levied on the basis of the 
valuations as apportioned by the State. 

Telegraph and telephone companies.’’ 

The companies file an annual statement with the State auditor, setting forth 
the value of their capital stock, real estate (as locally assessed), the whole len^h 
of line, the value of all personalty, and the total gross receipts for the year. A 


1 Ctwlc of 1897, HCCS. l'.I31-i:U2. Also laws of 1900, chap. 44. 

2 Laws of 1900, chap. 42. 

8 Laws of 1900, chap. 45. 

< General Shitutcs of Kansas, pp. 890-899. 

»lbid.,pp. 899-902. 
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property valuation is then determined by the State board of appraisers. In arriv- 
ing at this valuation the value of real and personal property locally assessed and 
taxed is deducted. The resulting sum is then apportioned among the local dis- 
tricts for the collection of the tax. 

KENTUCKY. 

OONSTITUTIONAI. PROVISIONS. 

Sfo/c md.— The credit of the State shall not be 'pledged to any individual or 
company, nor shall the Commonwealth take stock in any company nor make 
donations to any company, nor shall the State construct a railroad. {Sec. 177.) 

The assembly shall have no power to release any individual or corporation from 
indebtedness to the State, nor to any (;ounty or municipality thereof. (Sec. 52.) 

Uniform tax on proper/?/.— All taxes shall be levied and collected according to 
general law, and shall be uniform upon all property subject to taxation within 
the limits of the taxing jurisdiction. (Sec. 171.) 

Property shall be assessed at its fair cash value. (Sec. 172.) 

Corporation Corporate property shall pay the same rate of taxation as 

individual property; but the assembly may provide for taxes on income, license, 
or franchises. (Sec. 174.) 

Railroad faeces. — The assembly may provide by law how railroads and railroad 
property shall be assessed and taxed. (Sec. 182.) 

iMcal aid.—The assembly .shall not authorize juiy local division to loan its credit 
to, make donations to, or take stock in any comi)any or corporation. (Sec. 179.) 

STATUTK PUOVISIOiVS. 


Railroad companies. ‘ 

Listing, valuation, c/e.— -Railroad companies are required to make annual return^ 
of total property in the State to the State auditor of public accounts. Only a pro 
rata mileage proportion of rolling .stock is included, (^n the basis of these and 
local returns a valuation of railroad property is d('termined by the railroad com- 
mission, which is also empowered by law to examine corporation books, re(;ords, 
etc. Upon this valuation the State tax is levied at the usual State rate on real 
estate. 

Local taxation,— EsiXih county superintendent of common schools furnishes 
every railroad company operating within his school district with a statement of the 
lioundaries of that district. County clerks make similar statements concerning 
the other taxing districts through which railroad lines run. Railroad companies 
are then subject to taxation in each local district, as bound(;d by the above officers, 
at the usual property rate. 

Telegraph, telephone, express, and passenger-car companies. 

All such companies pay an annual State and local franchise tax, in addition to 
other taxes, on a pro rata mileage valuation of capital stock (less the value of 
tangible property already taxed), determined by the State board of valuation and 
assessment.' 

The franchises of all inc.orporated compfinies are taxed by cities of the first and 
second classes. The value of the franchise is represented by a pro rata mileage 
proportion of capital stock. ^ 

LOUISIANA. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation.— Tha power to tax corporations and corporate property 
shall never be surrendered nor suspended. (Art. 228.) 

Kice7rt/)/iorL— Any new lines of railroad constructed and completed prior to 1904 
shall be exempt from taxation for ten years from the date of their completion. 
Exemption shall not hold with any railroad receiving local aid, unless it waive 
that aid or submit the question of waiving the aid to a vote of the taxpayers on 
petition of one-third of those taxpayers. (Art. 230.) 

State aid and State industry.— The funds, credit, or property of the State shall 
not be loaned or granted to any individual, association, or corporation, nor shall 
the State assume the liability of any individual, association, or corporation nor 


iBarlxjur and Carroll’H Kentucky Statutes, uccs. 1090-4104. 
2Ibld.,secH 4077-4091. 

* Laws of 1898, chap. 38, 
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subscribe to stock in c'lny corporation. Nor shall the State carry on the business 
of any such corporation, except that it may grant the right of way through its 
lands to any railroad or canal. (Art. 58.) 

The general assembly shall not release the liability of any individual or cor- 
poration to the State or to any local political division thereof. (Art. 59.) 

Uniform toahbn.— Taxation shall be uniform on the same class of subjects in 
the same jurisdiction. (Art. 225.) 

Railroad, telegraph, telephone, sleeping-car, and express companies. 

A State board of appraisers shall assess the property of such companies. 
(Art. 226.) 

Limnne The general assembly may levy a graduated liceiis(‘ tax on indi- 
viduals and corporations. (Art. 229.) 

Foreign corporation.^.— Compmuiaa, corporations, and associations domiciled out 
of the State, but doing business therein, may be liceiLsed and taxed in a different 
mode from domestic corporations; but said different mode of license shall be uni* 
fonn, upon a graduated system, and it shall be equal and uniform as to all com 
panics doing the same line of business. (Art. 242. ) 

Reports.— The railroad, express, telegraph, teleplione, steamboat, and sleeping 
car commission shall have power to compel the production of books and papers 
of transportation companies, to summon witnesses, etc. (Art. 284.) 

TmcuI ufd.—The funds, credit, or property of any political corporation shall not 
bo loaned or granted to any individual, association, or corporation, nor shall any 
political corporation assume the liabilities of any individual, association, or cor- 
poration nor subscribe to stock in any corporation. (Art. 58.) 

Local /(itTotioa.— Valuations of property for State taxation shall be taken as the 
basis for local taxation. (Art. 225.) 


K'l’ATUTK riiOVISIONS. 


Railroad companies. 

Listing, valmtion, etc .' — The State board of appraisers values all railroad prop- 
erty. For this purpose it may require all ne(!essary information from the various 
companies. Due retunis are made to the local civil divisions of the property 
assessed and its valuation in their separate jurisdictions. 

Local ta,ration.'^—A\l railroad property isasses.sed and taxed in the local districts. 

Telegraph, telephone, express, and sleeping-car companies.' 

These coiripanies are taxed like railroads. 

Telegraph, telephone, and express (!ompanies pay in addition a local tax gradu- 
ated in amount according to their gross receipts and ranging from $20 to $6,250.^ 


MAINE. 

CONSTITUTIONAL PROVISIONS. 

State aid— The credit of tlu^ ►State shall not be directly or indirectly loaned in 
any case. (Art. IX, sec. 10.) 

uniform tax on property . — All taxes on property shall be [assessed equally 
according to the value thereof. (Art. IX, sec. 8.) 

STATUTE PROVISIONS. 


Railroad companies. ‘‘ 

State ta.mtion.— Railroads pay an annual excise tax to the State for the privi- 
lege of exercising their franchises. Aside from the special tax for the support of 
the board of railroad commissioners, this tax is in lieu of other State taxes. The 
tax is graduated according to gross receipts per mile of line, as follows: 

One-fourth of 1 per cent on gross receipts of $1 ,500 or less per mile. 

One-half of 1 per cent on gross receipts between $1,500 and $2,250 per mile. 

One-fourth of 1 per cent on gross receipts for each additional $750 per mile, the 
rate never to exceed per cent. 

Interstate receipts are prorated on a mileage basis. 


' I^ws of 1900, pp. 189, 190. 

2 Laws of 1898, pp. 363,304. 

8 Ibid., pp 40^10. 

4 Freeman’s Supplement lo tho Maine .statutes (1885-1896), pp. 70, 71, 847. 
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Local taxation— RuilYOiid real estate not employed for purposes of operation is 
locally assessed and taxed. Clities and towns receive from the State 1 per cent on 
shares of railroad stock hold therein. 

Telephone companies.^ 

These companies pay the State a tax of 2^ per cent on the value of their prop- 
erty of operation. 

Express companies.^’ 

These coiimanies pay a State tax of U per cent on gross receipts from business 
done in the State, including a pro rata mileage portion of interstate business. 

MARYLAND. 

CONSTITUTIONAL PROVISIONS. 

State aid.— The credit of the State shall not be loaned to any individual, asso- 
ciation, or corporation, nor shall the State engage in any work of internal 
improvement nor grant any aid thereto. (Art. 3, sec. 84.) 

Chesapeake and Ohio Canal Company, Chesapeake and Delaware Canal Com- 
pany, Snsqnehanna and Tidewater Canal Company, and Baltimore and Ohio Rail- 
road Company.— The State’s interest in these companies regulated. (Art. 12.) 

Local aid.— No county shall contract any debt in the construction of any rail- 
road, canal, or other work of internal improvement, nor loan its credit in aid of 
any association or corporation, unless authorized by act of general assembly. 
(Art. 8, sec.ijl.) 


STATUTE PROVISIONS. 

Railroad companieB.' 

State taxation.— A State tax as a franchise tax is annually levied upon the gross 
receipts of railroad companies, as follows: Eight-tenths of 1 per cent on the first 
$1,000 per mile of gross earnings, or on the total earnings if they are less than 
$1,000 per mile; 11 per cent on all gross earnings above $1,000 per mile but not 
exceeding $3,000 per mile; and 3 p(U' cent on all gross earnings over $3,000 per 
mile. Earnings from interstate business are prorated on a mileage basis. 
Annual reports are recpiired of the railroad companies, and railroad officials may 
be summoned as witnesses by the State tax commissioners, who determine the 
amount of the tax to be paid. 

Local taxation.— AW railroad property is locally as-sessed and taxed, rolling 
stock upon a mileage basis as apportioned among the counties by State officials. 
Railroad property is assessed and taxed for county and municipal purposes like 
the property of individuals.-* 

Telegraph, telephone, express, parlor-car, and other transportation companies.® 
All such companies pay a State tax as a franchise tax of 2 per cent on their 
gross earnings (interstate earnings on a pro rata mileage basis). • 

MASSACHUSETTS. 

CONSTITUTIONAL PROVISIONS. 

Nothing specific. 

.STATUTE PROVISIONS. 

All transportation and transmission companies,® 

State tax.— AW domestic companies are taxed under the general corporation tax 
law of the State. Annual returns of capital stock, property, etc., are made by 
the various companies to the tax commissioner of the State, who assesses their 
capital stock at its true masket value, as representing the true value of the cor- 
porate franchise. Deductions are then made for real estate and fixed machinery 
locally assessed and taxed. The remaining valuation is subject to a State tax at 
the average rate of the local assessors throughout the State. Railroad, telegraph, 


1 Freotnan’s Supplement to the Maine Statutes (1885-1895), pp. 71, 72. 

2 Ibid., p. 72, 

8 Poe's Supplement to the Public General Laws (1890-1898), pp. 641-651. 

nbid.',p..m 

6Ibid.,pp. 642-561. 

« Public Statutes of Massachusetts, chap. 15, Rec.H. ;{8-41 . 
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and teleplione companies > doing an interstate business are taxed only on a pro 
rata mileage proportion of their capital stock. Provision is made by law for the 
inspection of corporation books, records, etc., and for the examination of the 
officers of corporations. 

TjOcuI /arof ioa.— Local taxes are levied on real estate and machinery. Foreign 
transportaticjn companies, which are not taxable under the general corporation 
tax law, are assessed by the local assessors upon such property as may be found, 
and Massachusetts shareholders are locally taxable on their shares. 

There are no local taxes on the shares of corporations which pay the State fran- 
chise tax, but there is a distribution of “corporate excess” among the local dis- 
tricts, according to the number of shares held in the respective districts. 

Construction companies.* 

All companies formed in the State to construct railroads or railroads and tele- 
graphs are required to pay a tax of one-twentieth of 1 per cent on the par value 
of their capital stock. 

MICHIGAN. 

CONSTITUTIONAL PROVISIONS. 

Internal improvement . — The State shall not be a party to, or bo interested in, 
any work of internal improvement, except as concerns the expenditure of grants 
to the Stale of laud or other property. (Art. XIV, sec. 9.) 

Staie. o/d.— -The credit of the State shall not he granted in aid of any individual, 
association, or corporation. (Art. XIV, sec. 6.) 

The State shall not subscribe to, or be interested in, the stock of any company 
or corporation. (Art. XIV, sec. 8.) 

Propert}/ /o.cc.s (tnd .Hpeeijie ta.veH. — The legislature shall provide fora uniform 
rule of taxes levied on property, except on property paying specific taxes. (Art. 
XIV, sec. 11.) 

All assessments hereafter authorized shall be on property at its cash value. 
(Art. XIV, sec. \2.) 

The State shall continue to collect the specific taxes provided for by existing 
law, and may provide for the collection of specific taxes from railroads and other 
corporations hereafter created. (Art. XIV, sec. 10.) 

All specific taxes (the existing railroad taxes are such) shall be applied for 
educational puriKises. (Art. XIV, sec. 1.) 

STATUTE PROVISIONS. 

Railroad companies. ^ 

State tad'uti on. —Railroad and depot companies pay a “ specific tax upon prop- 
erty and business.” This tax is levied upon the basis of gross earnings, as fol- 
lows: 

2i per cent on gross income when earnings per mile of road in State are $8,000 
or less. 

31 per cent on gross income when earnings per mile of road in State are from 
$2,000 to $4,000. 

4 per cent on gross income when earnings per mile of road in State are from 
$4,000 to $6,000. 

4^ per cent on gross income when earnings per mile of road in State are from 
$6,000 to $8,000. ■ 

5 per cent on gross income when earnings per mile of road in State exceed 

$ 8 , 000 . 

10 per cent on gross income of depot companies in excess of $30,000 per mile. 

Interstate lines pay the tax on a pro rata mileage proportion of their gross 
income. The proceeds of the railroad tax are devoted to the primary school fund. 

Local taxation.^— The above State tax is in lieu of all other railroad taxes 
except the tax locally assessed on such railroad property as is not employed for 
purposes of operation. 

Telegraph, telephone,^ and express companies.^ 

These companies are taxed 3 per cent on their gross receipts from business done 
in the State. 


Uu the case of telephone companicH 
in use In the State. Supnlement to tht 
ssnpplement to the Public Statutea o 
■'’Compiled Lawa of Michigan (1897), 

< Ibid., pp, 1257-1258. 

6 Public AcU) of 1899. No. 179. 

« Public Acts, Extra Session of 1898, !>. 11. 


the prorating is done on the basis of the number of telep 
! Public Statutes of Maasachuants (1882-1888), pp. 308, 433. 
f Ma-ssachusetts (1889-1895), pp. 1338, 1889. 
pp. 1974-1976, 2000. 


iUOUCH 
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Freight line, sleeping, and parlor-car companies.’ 

These companies pay a State tax of per cent on their gross receipts from busi- 
ness done in the State. 

Navigation companies.” 

These companies are taxed upon the aggregate value of their capital stock, 
personalty, realty, franchise, ships, and docks, with deduction for all bona fide 
indebtedness. All ships, boats, and vessels are taxed as personalty. 

MINNESOTA. 

CONSTITUTIONAL PROVISIONS. 

Internal improvement.— AW lands donated to the State for purposes of internal 
improvement shall be sold, the proceeds thereof to be turned into the internal- 
improvement fund. Moneys belonging to this fund shall not be appropriated 
until the act providing for such appropriation shall have been approved by popu- 
lar vote. (Art. IV, sec. 32 (6).) 

The State shall never contract debt for works of internal improvement, or be a 
party to such work except in the case of grants to the State for that purpose. 
(Art. IX, sec. 5.) 

State aid.— The credit of the State shall never bo given or loaned in aid of any 
individual, association, or corporation. (Art. IX, sec. 10.) 

Uniform tax on property.— AWi&xe»m the State shall be as nearly equal as may 
be, and taxes on property shall be equalized and uniform throughout the State. 
(Art. IX, sec. 1.) 

Railroad^.— Any law providing for the amendment or repeal of the existing 
system of levy on the gross earnings of railways shall be submitted to the vote of 
the people. (Art. IV, sec. 32 (a).) 

Telegraph, telephone, express, and car companies. 

The legislature may impose upon the owners or operators of such companies 
taxes on property or earnings, or both, which may be graded or progressive, and 
which shall be on a pro rata mileage basis. This shall not preclude the taxation 
of land or ordinary property according to the ordinary methods. (Art, IX, sec, 17. ) 

STATUTE PROVISIONS. 

Railroad companies.’’ 

Railroad companies are required annually to report to the State railroad and 
warehouse commission their gross earnings for the year, separating interstate 
from intrastate earnings. They are then taxed on a pro rata mileage proportion 
of their gross earnings. During the first three years of operation the rate is 1 per 
cent, during the next seven years 2 per cent, and thereafter 3 per cent. This tax 
is paid to the State treasurer, and is in lieu of all other taxes, either State or local, 
excepting local taxes on lands the subject of grant either by the State or the 
United States. 

Telephone companies.^ 

These companies pay a tax of 3 per cent on their gross earnings to the State. 

Express companies.’’ 

These companies pay the State a tax of 5 per cent on their /p-oss receipts from 
business done in the State, with deductions for the amount paid to railroad com- 
panies for the transportation of freight within the State. 

Freight line and equipment companies.’’ 

These companies pay to the State auditor a tax of 2 per cent on the actual value 
of their capital stock, detennined on a pro rata mileage basis after making deduc- 
tions for real estate locally taxed. 

Bleeping and parlor car companies.^ 

These companies annually pay to the State treasurer a tax of 3 per cent on their 
gross receipts from business done in the State, in lieu of other taxation. 


1 Compiled Laws of Michigan (1897), pp. 1268-12C9. 

”r.Id„pll96. 

8 Statutes of Minnesota (1894), secs. 1669-1681, and Laws of 1897, p.S2. 
< Laws of 1897, p. 581. 

* Ibid., p. 572: also Laws of 1899, p. 404. 

« Uws of 1897, p. 308; also Laws of 1899, p. 184. 

TLaws of 1897, p. 307. 
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Water craft.* 

Owners of w'ater craft pay into the State treasury an annual tax of 3 cents per 
net ton (repstered tonnage) of such craft, in lieu of all other taxes. One-half of 
the proceeds of this tax is paid by the State to the counties in which the ports of 
hail of such craft are situated. 


MISSISSIPPI. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation.— power to tax corporations and corporate property 
shall never be surrendered nor abridged, except that exemption from taxation for 
a period of five years may be gi*anted to new enterprises of public utility. (Sec. 
182.) 

State aid.— No law granting a donation in favor of any object shall be enacted 
except by two-thirds vote ot each house. (Sec. G(5. ) 

Lands under the control of the State shall never be donated to industrial corpo- 
rations or railroad companies. The legislature may, however, grant the right of 
way to railways across State lands as a mere easement. (Sec. 95.) 

The credit of the State shall not be pledged nor loaned in aid of any association 
or coriioration, nor shall the State assume the indebtedness of any individual, 
association, or corporation, nor become a stockholder in any corporation. (Sec. 
258.) 

No obligation of any person, association, or corporation to the State or to any 
local division shall be released, postponed, or diminished. (Sec. 100.) 

Uniform tax on property— Railroads and other corporations.— Tnxation shall 
be umfonn on all property. But the legislature may provide for a special mode 
of assessment for railroads and for other corporate property not situated wholly 
in one county. (Sec. 112.) 

The property of corporations shall be taxed in the same way and to the same 
extent as the property of individuals. (Sec. 181.) 

Local aid.— No local division shall loan its credit to or subscribe to stock in any 
railroad or other association or corporation. (Sec. 183.) 

STATUTE PROVISIONS. ’ 


Railroad companies.® 

Listing, valuation, etc.— Railroad companies are required to make annual 
reports to the State railroad commission, setting forth their property, taxable and 
nontaxable, their capital stock, and receipts for the year, and the values of their 
respective franchises. The railroad commission then assesses the property of these 
companies, taking into consideration the value of the franchise and of the capital 
stock engaged in business in the State. This valuation is apportioned among the 
counties for the computation and collection of the tax. 

Privilege fo.c.'’— Railroads also pay the State an annual privilege tax. For this 
puriiose they are divided into four (dasses, according to their gross earnings per 
mile for the year. The taxes levied on each class are as follows: 

First class, $20 per mile; second class, $15 per mile; third class, $10 per mile; 
narrow-gauge class, $2 per mile. 

Local toat/on.— Railroad real estate not directly employed for traffic operations 
is locally assessed and taxed. There is also a local tax on the values apportioned 
by the State. 

Telegraph, express, and sleeping-car companies.® 

These companies are assessed and taxed like railroads. 

Telegraph companies also pay a imvilege tax of $250 if their lines are 1,000 
miles or more in length. Otherwise they pay $25 per mile.'* 

Sleeping-car companies pay the State the annual specific sum of $200, besides 
the sum of 25 cents per mile for each mile of railroad track in the State over 
which cars were run.'‘ 

Telephone companies.^ 

These companies pay a tax graded according to the number of their subscribers, 
varying in amount from $5 to $100. 


iLaws of 1895, p. 607. 

* Annotated Code of Mifisissipi*!, sec-s. 3876-3886. 
8 Laws of 1896, p, 44. 


<Ibid., p. 47. 
6Ibld., p46.. 
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MISSOURI. 

CONSTITUTIONAL PROVISIONS. 

Release from taxatioji.—Jhe power to tax corporations and corporate property 
shall not oe surrendered or suspended. (Art. X sec. 2.) 

State aid.— Tha State shall not lend nor pledge its credit in aid of any individ- 
ual, association, or corporation. (Art. IV, sec. 45.) 

The State shall not grant money or property in aid of any individual, associa- 
tion, or corporation. (Art. IV, sec. 40.) 

The State shall not subscribe to stock in any corporation, except to secure loans 
previously extended to certain railroads. (Art. IV, sec. 49.) 

The State shall not release its lien on any railroad. (Art. IV, sec. 50.) 

The State shall not release any obligation to itself on the part of any corpora- 
tion or individual. (Art. IV, sec. 51.) 

Uniform tanc on property.— Taxes shall be uniform upon the same class of sub- 
jects within the same taxing jurisdiction. (Art. X, sec. 3.) 

Property subject to taxation shall be taxed in proportion to its value. (Art. X, 
sec. 4.) 

Rai//'ood.s.— Railroads shall be subject to taxation for State and local purposes 
on their property, gross eaniings, net earnings, franchises, and capital stock. 
(Art. X. sec. 5.) 

Local aid.— No local division shall subscribe to stock in any railroad or other 
corporation, nor loan its credit nor make donation in aid of any such corporation. 

STATUTE PROVISIONS. 

Railroad companies. ‘ 

Listing, valuation, cfc.— Railroad companies are required to return to the State 
auditor detailed annual statements of their property of operation and its actual 
value. Duplicate statements are made to the county clerks of the respective 
counties of property therein situated. These are certified by the county courts 
and forwarded to the State auditor, by whom thev are laid before the State board 
of equalization. This board then assesses the railroad property (rolling stock on 
a prorata mileage basis), and apportions the valuation among the counties for 
the computation and collection of the tax. In the making of assessments the 
board has access to railroad books, records, etc. 

Local taxation.— AW railroad property not assessed by the State (i. e., lands, 
machine and work shops, roundhouses, warehouses and other buildings, goods, 
chattels, and office funiiture) is assessed and taxed locally. There is also a local 
tax on the values apportioned by the State. 

Telegraph and express companies.* 

These companies are taxed on their franchises and property in the same manner 
as railroads. 

Express companies pay the State, in addition, a tax of li per cent on their gross 
receipts from business done in the State.'’ 

Car companies.^ 

These companies pay the State a tax of 2 per cent on the cash valuatioii of their 
cars. 


MONTANA. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation.— The power to tax corporations and corporate property 
shall never be surrendered or suspended. All corporations shall I e taxed for State 
and local purposes. (Art. XII, sec. 7.) 

Exemption of sfocfcs.— Stocks in any company shall not be taxed when the 
property represented by such stocks is taxed. (Art. XII, sec. 17. ) 

slate aid.— The State shall never loan its credit to, CTant subsidy to, or sub- 
scribe to stock in any company or corporation. (Art. XIII, sec. 1. ) 

No appropriation shall be made to any person or corporation not under the 
absolute control of the State. (Art. V, sec. 85. ) 

The le^slature shall not authorize the contracting of debt in the construction 
of any railroad, nor loan the credit of the State in aid of the same. (Art. V, sec. 88. ) 


' Revised Statutes of Missouri (1899), pp. 2169-2181. * Ibid., pp. 2184-3186. 

a Ibid,, pp. 2181-2182. * Ibid., pp. 2171-2172. 
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No obligation of any individual, association, or corporation to the State or any 
local division shall ever be released, postponed, or diminished. (Art. V, sec. 39.) 

U inform tax on property— License Taxes shall be uniform upon the samo 

class of subjects in the same jurisdiction. (Art. XII, sec. 11.) 

The le^slatiire shall levy a uniform rate of assessment. All property shall be 
taxed at its just value. The legislature mav also impose a license tax on persons 
and corporations. (Art. XII, sec. 1. ) 

Railroads— franchise, roadway, roadbed, rails, and rolling stock of all rail- 
roads operating in more than one county shall bo assessed by the State board of 
equalization, and the valuation apportioned among the local districts on a pro 
rata mileage basis. (Art. XII, sec. 1«.) 

Local aid. — No local division shall ever loan its credit to, gi*ant subsidies to, 
or subscribe to stock in any company or corporation. (Art. XIII, sec. 1. ) 

The legislature shall not authorize any county to contract debt in the construc- 
tion of any railroad, nor loan its credit in aid of the .same. (Art. V, sec. 38.) 

.STATUTE PROVISIONS. 

Railroad companies. 

Listing., valuation, etc. — Railroad companies are required to make to the State 
full annual .statements of their property of operation, capital stock, earnings, and 
indebtedness. On the basis of these returns, the State board of eipiahzation 
assesses franchise, roadbed, rails, and rolling stock (wliether owned, hired, or 
leased). The valuation thus determined is apportioned among the counties on a 
mileage basis for the computation and collection of the tax. 

Local taxation.— R'ciihoiid real estate not on the right of way, including stations 
and depots, is locally assessed. There is also a local tax on the values apportioned 
by the State. 

Railroads operating in a single county are locally asse8.sed and taxed on their 
property and franchises.* 

Telegraph, telephone, express, canal, stage, and navigation companies. 

Telegraph, telephone, and(ainal companies are locally assessed on their property 
and franchises,'^ 

Telegraph companies pay a local licenst; tax of $.") per quarter on each instru- 
ment in use, and te'lephone companies 75 cents per year on each instrument.'^ 

Express, stage, and navigation companies are locally assessed and taxed on their 
property.'* 

Common carriers.'’ 

The law provides for a licen.se tax on common carriers, graduated in amount 
according to the amount of business done per quarter. 

NEBRASKA. 

CONSTITUTIONAL PROVISIONS. 

Release from taa^ation.— The legislature shall have no power to release or dis- 
charge from State taxes, nor to authoiize commutation for such taxes in any 
form. (Art. IX, sec. 4.) 

State cud.— Lands under the control of the State shall never be donated to rail- 
road companies, private corporations, or individuals. (Art. Ill, sec. 18.) 

The credit of the State shall never be given or loaned in aid of any individual, 
association, or corporation. (Art. XII, .sec. 3. ) 

Property and franchise taxes. — Property and franchises shall be taxed according 
to their value in such manner as the legislature .shall direct. (Art. IX, sec. 1. ) 

Reports of railroad companies.— Amnvdl reports shall be made by railroad com- 
panies to the State auditor. (Art. XI, sec. 1 . ) 

Local atVi.— No local district shall make donations to any work of internal im- 
provement except by vote of the people; aggregate donations of this character 
shall not exceed 10 per cent of the assessed value of property in any county unless 
by a two- thirds vote of the pecmle, when a 5 per cent increase over the 10 per cent 
limit shall be valid. (Art. XII, sec. 4. ) 


I Booth’s Montana Cu<le, Kt.'C.s. 3G9C, 3737-3743. 
3 Ibid,, sec. 8719. 
si^ws of 1897, P.20'2. 

* Booth’s Montana Code, sec. 3715. 

» Ibid., sec. 4074. 
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STATUTE PROVISIONS. 

Railroad companies.' 

Listing, valuation, efc.— Railroad companies are reqiiired to make annual 
reports of their property and its value to the State. On the basis of these reports 
the State board of equalization assesses all property of operation and apportions 
the valuation thus determined among the counties, where the tax is computed 
and collected. 

Local taxation.—Eml and personal property of railroads, not in the right of 
way, is locally assessed and taxed. There is also a local tax on the values appor- 
tioned by the State. 

Telegraph companies.' 

These companies are taxed like railroads. 

Sleeping car companies.^ 

TIkjso companies are taxed on a pro rata mileage valuation of their cars. 
Express, steamboat, and other transportation companies.^ 

All such companies incorporated in the State pay a franchise tax upon their 
capital stock, less the value of real and personal property otherwise taxed. Deduc- 
tion is also made for indebtedness, except for current expenses and improvements. 

NEVADA. 

CONSTITUTIONAL PROVISIONS. 

State -The State shall not donate or loan its money or credit or subscribe 
to stock in any company or corporation. (Art. YIII. sec. D.) 

The State shall never assume the debts of any corporation. (Art. IX, sec. 4.) 
Uniform tax on property.— There shall b(‘ a uniform and equal rate of assess- 
ment and taxation on all property. (Art. X, sec. 1.) 

Corporations . — All corporate proi)erty shall be subject to taxation the same as 
the property of individuals. (Art. VIII, sec. 2.) 

Local aid.— No local division shall become a stockholder in or lend its credit in 
aid of any company or coiqioration except railroad companies. (Art. VIII, sec. 10. ) 

STATUTE PROVISIONS. 

Railroad companies.^ 

Listing, valuation, cde.— Railroad companies make annual returns of property, 
which is assessed by the State board of assessment and eciualization. The valua- 
tion determined by’ that board is apportioned among the counties for the compu- 
tation and collection of the tax. In fixing values, statute provision reciuires that 
the railroad property shall not be treatcid as so much “land covered by right of 
way” nor “as so much iron,” but as a complete operated line of road. Rolling 
stock is valued and apportioned on a pro rata mileage basis. 

Local taxation.— AW railroad property is locally taxed. 

Common carriers.® 

Common carriers (carriers of gold dust) pay an annual tax of $150 in the coun- 
ties where they operate. 


NEW HAMPSHIRE. 


CONSTITUTIONAL PROVISIONS. 

Uniform toes.— The general court shall have power to levy proportional and 
reasonable assessments, rates, and taxes upon all persons and estates within its 
limits. (Part 2, art. 5.) 

Local aid.— The general court shall not authorize any town to loan or give its 
money or credit in aid of any corporation. (Ibid.) 


‘Compiled Statutes of Nebraska (1897), pp. 912-913. 
sibid.,pp. 913-914. 

8Ibld.,p.911. 

< Cutting’s compiled laws of Nevada (1861-1900), secs. 1236-1289. 
‘Ibid,, sec. 1190. 
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STATUTE PROVISIONS. 

Railroad companies.' 

Exemption.— RskWvonih are exempted from taxation for a period of ten years 
after their oonstr notion. 

State taxation.— The State board of equalization assesses all railroad property. 
The various companies are required to submit all evidence required of them by 
the board. The tax is levied on the value of road, rolling stock, and equipment, 
and is in lieu of all taxes on stocks. 

Local taxation and local distribution.— Roal estate not in the right of way is 
lo(!ally assessed and taxed. The proceeds of tlie State tax on railroads is disposed 
of as follows: 

(1) One-fourth of the tax is paid to the towns through which roads run accord- 
ing to the share of the capital invested in each town for buildings and right of 
way. 

(2) To each town in the State in which any railroad stock is owned, such pro- 
portion of the residue of the tax as the nunibc'r of shares owned in such town 
bears to the total number of shares of cai)ital stock. 

(8) The remainder is retained by the State, 

In order to carry out this distribution the selectmen annually make invoice of 
the shares of railroad stock owned by the inhabitants ()t their respective towns 
to the State treasurer. The various railroad companies also give a list of the 
same to the selectmen. 

Telephone and telegraph companies.* 

These companies are, like railroads, taxed on their lines and eejuipments. 

NEW JERSEY. 

CONSTITUTIONAL PROVISIONS. 

State aid.— The credit of the State shall not be directly or indirectly loaned in 
any case. (Sec. VI, 3.) 

STATUTE PROVISIONS. 

Railroad companies.^ 

Listing, valuation, c/c.— -Railroad com|ianies make annual returns of property, 
stock, and indebtedness, upon the basis of which, in addition to corporation books, 
etc., the State board of assessors set a valuation upon all railroad property and 
franchises. A tax of one-half of 1 per cent is levied on this valuation for State 
purposes. 

Local taxation.— In addition to the State tax, the State collects a tax at the 
local rate upon railroad real estate in each tax district, the proceeds of which are 
'apportioned among the tax districts in which such property is situated. Other 
local railroad property not used for purposes of operation is locally ass('ssed and 
taxed.'* 

Telegraph, telephone, express, palace, parlor, and sleeping car companies.^ 

All such compani(‘s incorporated in the State pay to the State an annual license 
tax for their corporate franchises of 2 per cent upon their gross receipts 'from 
business done in the State. 

Foreign equipment companies.'* 

These companies are assessed on their rolling stock according to the proportion 
of the year their cars are kept in the State. 

NEW MEXICO. 

STATUTE PROVISIONS. 

Railroad companies. 

L’ajcwpfioji.*— Railroads are exempted from taxation for a period of six years 
after their completion. 


1 Public Statutes and Session I.,aws in force January 11, 1901, pp. 224-226. 

2 General Statutes of New Jersey (1895), pp. 3322-3836. 

8 Laws of 1897, p. 147. 

^General Statutes of New Jersey (1896), pp. 3.336,3339. 

6 Ibid., P. 3:326. 

« Compiled Laws of New Mc.\ico (1897), sees. 3880,8881. 
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Railroad property is assessed and taxed like the property of indi- 
viduals. 

Express companies.^ 

These companies are taxed by the Territory at the rate of 2 per cent on their 
surplus of gross receipts over sums actually paid out to other companies for trans- 
portation within the Territory. One-half of the sum thus paid the Territory is 
distributed among the counties in proportion to the business done in each county. 
The tangible property of express companies is locally assessed and taxed. 

Palace and sleeping car companies.^’ 

These companies pay the Territory a tax of 2^ per cent on their gross earnings 
from business done in the Territory. One-half of the proceeds of the tax is dis- 
tributed among the counties in the same manner a.s the tax on express companies. 
The tangible property of the companies is locally assessed and taxed. 

NEW YORK. 

CONSTITUTIONAL PROVISIONS. 

State transportation interests —T!\ie legislature shall not sell, lease, or otherwise 
dispose of the Erie Canal, the Oswego Canal, the Champlain Canal, the Cayuga 
ana Seneca Canal, or the Black River Canal; they shall remain the property of 
the State forever. This shall not apply to the Mam and Hamburg Street Canal 
in Buffalo. (Art. VII, sec. 8.) 

The canals may be improved as the legislature shall provide by law. The cost 
of such improvement may bo met by loan, appropriation trom the State treasury, 
or an equitable annual tax. (Art. VII, sec.* 10.) 

Local aid.-— No local division shall loan its money or credit to, become the owner 
of stock or bonds in, or incur indebtedness for any individual, association, or 
corporation. (Art. VIII, sec. 10.) 

STATUTH PROVISIONS. 

Transportation and transmission companies. 

State taxation*— AW transportation and transmission companies, in common 
with other corporations and joint-stock companies, are required to make annual 
returns to the State controller. Upon the basis of these returns the various com- 
panies are taxed upon their franchises, on the basis of their capital stock employed 
in the State, at the rate of one-fourth mill on the $l for each 1 per cent of divi- 
dend declared, provided the dividend is at least 0 per cent on the par value of the 
stock. If the dividend is under 6 per cent, or if none has been declared, the tax 
rate is mills on each .$l of the actual value of the capital stock. 

Every transportation and transmission company, in addition to the above tax, 
must pay a tax “ upon its corporate franchise or business in this State” of one- 
half or 1 per cent upon its gi’oss earnings from business done in the State. 

Provision is made for the examination of corporation books, records, witnesses, 
etc., by the State controller. 

Local taxation.^— AW companie.s are locally assessed and taxed on their property. 

NORTH CAROLINA. 

CONSTITUTIONAL PROVISIONS. 

State aid.— The State shall not lend its credit in aid of any person, association, 
or corporation but by vote of the people, except to aid in completing such rail- 
roads as may be unfinished at the time of the adoption of this constitution, (Art. 
V, sec. 4.) 

Uniform tax on property— Franchise and income ^o.Tf3.5.— Taxation shall bo by 
uniform rule on alt property. The general assembly may also lay taxes on fran- 
chises and income, provided the property from which income is derived is not 
taxed. (Art. V, sec. 3.) 


1 (Compiled Laws of New Mexico (1S97), see. 4025. 
a Ibid , secs. 392(»-3927. 

»Ibid., secs. 4118-4121. 

* General Laws, Chap. XXIV, secs. 182, 184, 189. 
6Ibld.,8ec8.11,89. 
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STATUTE PROVISIONS. 

Railroad companies.' 

Listing, valuation, cfc.— Railroad companies annually report their property of 
operation to the State corporation commission. The commission determines the 
value of this property as if it were the property of individuals. Rolling stock is 
valued on a pro rata mileage basis. The final valuation is apportioned among 
the counties for the computation of the tax. The tax for State purposes is paid 
directly into the State treasury. The commission is empowered to examine 
books, papers, etc., in determining valuations. 

Local taxation .—Railroad property other than that of operation is locally assessed 
and taxed. There is also a local t{ix on the values apportioned by the State. 

Telegraph, telephone, express, sleeping-car, freight-car, canal, and steamboat 
companies. ‘ 

These companies are assessed and taxed like railroads. 

Telegi'aph, telephone, and express companies pay also a tax of 3 per cent on 
their gi-osa receipts from business done in the State. ■' 


NORTH DAKOTA. 


CONSTITUTION A I . PROVISIONS. 

State uiV/.— The State shall not loan its credit, make donation, or take stock in 
aid of any individual, association, or corporation. (Sec. 185.) 

Uniform, tax on property.— A\\ property shall be taxed by a uniform rule 
according to its true money valium (S('c. 176. ) 

Eailroa<h.—T\iCi franchises, roadway, roadlied, rails, and rolling stock of rail- 
roads shall be assessed by the State board of equalization at its actual value, and 
such assessed valuations shall be apportioned among the local taxing districts on 
a pro-rata mileage basis, (Sec. 171).) 

The legislature may provide for the payment of a percentage' of railway gross 
earningsdn lieu of the above taxes on property, except the local taxes on property 
not ill the right of way. (Sec. 176.) 

Reports by railroad coaipan/c.s*.— Railroads shall make annual reports to the 
State as prescribed by law, (Sec. 140.) 

Local aid.—^o local division shall loan its credit, make donation, or take stock 
ill aid of any individual, association, or corporation. (Sec. 185. ) 


.STATUTE PROVISIONS. 


Railroad companies,'-' 

Listing, valuation, cfc.— Railroad companies make annual returns of their 
property to the State board of equalization. On the basis of these returns fran- 
chise, roadbed, roadway, rails, and rolling stock used in the State are assessed at 
their actual value. Corporation books and papers, as well as witnesses, may be 
summoned to as.sist in determining valuations. The valuations are apportioned 
among the counties for the computation and collection of the tax. 

Local taxation .— other than that of operation is locally assessed and 
taxed. There is also a tax on the values apportioned by the State. 

Telegraph and telephone companies.^ 

These companie.s are locally taxed on their property. 

Express companies.^ 

These companies pay an annual license tax, as follows: 

$5 per station in places of 200 inhabitants or less. 

$10 per station in places of from 200 to 1,000 inhabitants. 

$25 per station in places of from 1,000 to 6,000 inhabitants. 

$50 per station in places of more than 8,000 inhabitants. 

These companies are also locally assessed and taxed on their personal property. 


1 IjHvvs of 1899, chap. I.*), and Lawn of 1900, p. 61 

2 Law.s of 1899, p. 59. 

3 Revised Code of North Dakota (1895), scc.s. 1331-1^33. 

<Laws of 1899, p.259. 

6 Revised Code of North Dakota (1895) sees. 1745-1748; also laws of 1899, p. 269. 
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Sleeping car companies.' 

These companies pay an annual license tax of $100 per car, the aggregate sum 
paid by any one company not to exceed $5,000. 

OHIO. 

CONSTITUTIONAL PROVISIONS. 

State aid.—The State shall never (jontract any debt for purposes of internal 
improvement. (Art. XII, sec. 0.) 

The State shall never lend its credit to nor subscribe to stock in any association 
or corporation. (Art. VIII, .sec. 4.) 

The State shall not assume the debts of any corporation. (Art. VIII, sec. 5. ) 

Uniform tax on property.— A\l property shall be taxed according to a uniform 
rule at its true cash value. (Art. XII, sec. 2.) 

Corporations.— CorpovRte property slttill forever be taxed like the property of 
individuals. (Art. XIII, sec. 4.) 

Local aid.— The general assembly shall never authorize any local division to 
raise money or loan its credit in aid of any association or corporation, or become 
a stockholder therein. (Art. VIII, sec. b.) 

STATUTE PROVISIONS. 

Railroad companies.* 

Listinq, valuation, etc.— The auditors of the various counties are constituted a 
board of appraisers for railroads. The various companies make annual returns 
of property and upon recpiest are required to submit books, records, etc. 

Lfpon the basis of this information all property of operation, moneys, ant’ credits 
are assessed upon a pro-rata mileage ba.sis. The valuation- thus determined is 
apportioned among the counties for the computation and collection of the tax. 

Excise ta.r.— Railroads are required to pay the State an annual excise tax of 
one-half of 1 per cent on gross earnings from bu.siness done in tfie State, including 
a mileage proportion of interstate receipts. 

Local taxation.— Ue-d\ estate not in the right of way is locally assessed and 
taxed. 

There is also a local tax on the valutis apportioned by the State. 

Telegraph, telephone, and express companies.’ 

The property of these companies is valued by the State board of appraisers and 
assessors. In determining this valuation capital stock and earning capacity are 
duly considered. The value of real estate locally assessed and taxed is deducted, 
and the remaining valuation is prorated on a mileage basis among the counties 
for the computation and collection of the tax. 

Telegraph and telephone companies are required to pay the same “ excise tax” 
as railroad companies.’ 

Express companies are required to pay an excise tax of 2 per cent on gross 
receipts from business done in the State. 

Freight line and equipment, and sleeping car companies.'' 

These companies are rocpiired to pay an annual tax to the State upon the actual 
value of their capital stock, representing capital and property owned and used in 
the State. This value is determined on a pro-rata mileage basis and deduction is 
made for real estate locally assessed and taxed. 

OKLAHOMA. 

STATUTE PROVISIONS. 

Railroad companies.^ 

Listing, valuation, efc.— Railroad companies are required to make annual 
reports to the Territory. All property of operation, moneys, and credits are 
assessed at their actual cash value by the board of railroad assessors, who are 
empowered also to examine corporation books and records, and to summon wit- 

' Revised Code of North DakoUi (lM%),secs. 1751-1753. 

* Bates’s Annotated Ohio Statutes (1897), secs. 2770-2777 et seq. 

» 1 bid . , fiCCH, 2780-2781 et se(i. 

4 Ibid., secs. 2777 et seq. 

6 Ibid., sees. 2780-2787 et seq. 

•Laws of 1896, pp 224-229; sec also Laws of 1899, p.219. 
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nesses, etc. The valuation determined upon its apportioned among the counties 
for the computation and collection of the tax. Cars used by a railroad but not 
owned by it are listed against the company to which they belong. 

Local taxation.— Real estate not in the right of way is locally assessed and 
taxed. There is also a local tax on the values apportioned by the State. 

Telegraph and telephone companies.^ 

These companies are locally assessed on their property, returns of which they 
are required, to make to both the auditor of the Territory and to the county clerks. 

OREGON. 

CONSTITUTIONAL PROVISIONS. 

State aid.— The State shall not subscribe to stock in any company or corpora- 
tion. (Art. IX, sec. 6.) 

Uniform tax on property.— There shall be a unifoinn rate of assessment and 
taxation. All property shall be taxed at its just value. (Art. IX, sec. 7.) 

Local aid.— No local district shall become a stockholder in any corporation or 
company, or raise money for or loan its credit in aid of any individual, associa- 
tion, or corporation. (Art. XI, sec. 9.) 

STATUTE PROVISIONS. 

Transportation companies.’' 

Transportation companies generally are assessed and taxed on their property in 
the same manner as individuals. 

Railroad rolling stock, including all cars hired or leased, is annually reported 
by the managing officers of railroads at their places of business, .and is appor- 
tioned among the counties on a pro-rata mileage basis. Rolling stock engaged in 
interstate business is assessed on a pro-rata mileage portion. 

PENNSYLVANIA. 


CONSTITUTIONAL PROVISIONS. 

Release from taxation.— The power of the State to tax corporations and corpo- 
rate property shall not be surrendered or suspended. (Art. IX, sec. 3. ) 

State aid.— The credit of the Commonwealth shall not be pledged or loaned to 
any individual or company, nor shall the Commonwealth become a stockholder 
in any company. (Art. IX, sec. 0.) , ^ 

No obligation of any railroad or other corporation, held by the Commonwealth, 
shall be postponed or diminished in any way. (Art. Ill, sec. 24. ) 

Uniform taxation.— All taxes shall be uniform on the same class of subjects 
and shall be levied and collected under general laws. (Art. IX, sec. 1.) 

Reports, etc., of transportation eompanie.s. — In addition to the annual reports 
requu’ed of transportation companies, the secretary of internal affairs may require 
special reports, (Art. XVII, sec. 11.) i n • 

Local aid.— No local district shall become a stockholder m any company nor 
loan its credit to, nor appropriate money for, any company or individual. (Art. 
IX, sec. 7.) 


STATUTE PROVISIONS. 


All transportation and transmission companies. 

State taantion.— All corporations in the State are required to make annual 
reports to the State. They are taxed at the rate of one-half of 1 per cent on the 
actual value of their capital stock. This, according to judicial interpretation, is 
a tax on property, franchise, assets, and earning capacity. Companies doing an 
interstate business are taxed only on a mileage proportion of their capital stock.® 

These companies also pay a tax of two-fifths of 1 per cent on the value of bonds 
issued by them and held by residents of the State. The tax is paid out of the 
interest on the bonds, so that when no interest is paid no tax is paid."* 


1 Statutes of Oklahoma (1893), p. 1043. 

* Hill’s Annotated Laws of Oregon (1892), pp. 1281-1284. 
8 Pamphlet laws of 1891, p. 229, and of 1893, p. 363. 

< Pamphlet laws of 1895, p. 193, 


16a 68 
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These companies also pay a tax of fonr-fifths of 1 per cent on gross receipts from 
business done wholly in the State.' 

Express companies are subject in addition to an annual excise tax on gross 
earnings from nusinesc done m the State, including a mileage proportion of inter- 
state receipts. The rate is 1 per cent when receipts are $100 per mile or under, 
2 per cent when receipts are between $100 and $150 per mile, then 1 per cent 
additional for each $50 additional receipts per milo until the rate reacdies the 
maximum of 5 per cent.® 

Local fairafion.— Transportation property not necessary for operating purposes 
is locally assessed and taxed. 

7'he New York, Lake Erie and Western Railroad Company, in addition to the 
regular taxes, annually pays the State $10,000 for the privilege of maintaining a 
portion of its road through Pike and Susquehanna counties.® 

RHODE ISLAND. 

CONSTITUTIONAL PROVISIONS. 

State aid.— -The credit of the State .shall not bo pledged in aid of any individual, 
association, or corporation. (Art. IV, .sec. 13.) 

A two-thirds vote of both houses shall be necessary to every bill appropriating 
public money or property for private purposes. (Art. IV, sec. 14.) 

Taxation.— The general assembly shall provide for the assessment of taxes as 
it may think best. 

STVTUTE PROVISIONS. 

Railroad companies. 

Railroad companies are taxed on their property in the same manner as individ- 
uals. No express provision is made for railroad taxation in the law of the State. 

Telegraph, telephone, and express companies.^ 

These companies are re(iuired to make annual returns of their gross receipt.H 
from business done in the State. A tax of 1 per cent is levied on these receipts, 
to be paid into the State treasury in lieu of all other taxes on property of operation. 

SOUTH CAROLINA. 

CONSTITUTIONAL PROVISIONS. 

Uniform tax on property.— There shall bo a uniform and equal rate of assess- 
ment and taxation. All property shall be taxed at its .-jui^fc value. ( Art. IX , sec. t . ) 

Corporations.— The property of corporations shall be subject to taxation. (Art. 
XII, sec. 1.) 

STATUTE PROVISIONS. 

Railroad companies.^ 

Listing, valuation, efc.— -Railroad companies are required annually to list with 
the controller-general of the State their entire property of opc'ration, moneys, 
credits, etc. Annual reports are made also to tlie county auditors of property 
within the various counties. The controller-general is empowered to examine 
corporation books, papers, etc. A valuation is set upon the property as listed by 
the State board of assessors, and the valuation thus detennined is apportioned 
among the counties for the computation and collection of the tax. 

Local foaraf/ow.— Railroad real estate not in the right of way is locally assessed 
and taxed. There is also a local tax on the values apportioned by the State. 

Telegraph, telephone, palace-car, express, and fast-freight companies.® 

These companies are taxed on a property valuation determined by the State 
board of assessors in much the same manner as railroads. 

SOUTH DAKOTA. 

CONSTITUTIONAL PROVISIONS. 

Release from taxation.— The power to tax corporations and corporate property 
shall never be surrendered or suspended. (Art. XI, sec. 3.) 


' Pamphlet laws of 1889, p. 420. ^General I^aws of Rhinle Island (18%), pp. 138-134. 

2 Pamphlet laws of 1897, p,294. ^Revised Statutes of South Carolina (1893), pp. %-97. 

8 Pamphlet laws of 1846, p, 179. « Laws of 1898, No. 441. 
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State aid.— The State shall not make donation to, loan its credit to, or assume 
the liability of any individual, association, or corporation, or subscribe to stock in 
any association or corporation. (Art. XIII, sec. 1.) 

Uniform taxon 'property— Corporations.— K\\ taxes shall be uniform on all prop- 
erty. Corporate property shall be assessed and taxed as near as may be like indi- 
vidual property. (Art. XI, sec. 3.) 

Railroad reports.— Railro&d companies shall make annual reports to the State 
as by law prescribed. (Art. XVII, sec. 13.) 

Local aid.—^o local division shall make any donation to, loan its credit to, or 
assume the liability of any individual, .association, or corporation, nor subscribe 
to stock in any association or corporation. (Art. XIII, sec. 1.) 

STATUTE PROVISIONS. 

Railroad companies. 

Listing, valuation, etc. — Railro.ad companies m.ake .annual reports to the State 
board of assessment and equalization of their earnings and property of oj)er.ation. 
On the basis of those returns .a valuation is reached, taking into consideration 
gross and net earnings, and is apportioned .among the counties for the computa- 
tion and colle(;tion of the t<ax. 

Local taxation.— AW railroad property other than that of operation is locally 
assessed .and taxed. There is also a local tax on the values apportioned by the State. 

Telegraph and telephone compan 

These companies m.ake annual returns to the State bo.ard of assessment and 
equalization, and are taxed on their pro]X‘riy as valinal by that board. The tax 
is paid directly into the State treasury. Each county is subseciuently allotted its 
share of the proceeds of the tax. 

Express and sleeping-car companie 

These companies make annual returns to the State auditor. They are assessed 
on their property by the State board of e<pialization and assessment. The gross 
(warnings for the year are taken into account in determining the valuation. The 
tax is pfiid into the State treasury. Each county is subseciuently allotted its share 
of the proceeds of the tax. 


TENNESSEE. 

CONSTITUTION A I. PROVISIONS. 

Liternal A well-regulated system of internal improvement ought 

to be encouraged by the General Assembly. (Art. XI, sec. 10.) 

Stale aid.— The credit of the State .shall not be loaned in aid of any individual, 
association, or corporation, nor shall the States become a stockholder in any asso- 
ciation or corporation. (Art. II, sec. 31.) , . , ^ r 

No State bonds shall be issued to any railroad company whi(;h,at the time of 
its application for such, shall be in default of interest on jiast issues to it, or which 
has disposed of any past issues to it for l(‘.ss than par. (Art. II, sec. 33.) 

Uniform tax on property.— AW projicrty shall be taxed uniformly according to 
its value, as the legislature shall direct. (Art. II, sec. 28. ) 

Local aid.— No local division shall loan its credit to any individual, association, 
or corporation, nor take stock in any association or corporation, except by three- 
fourths vote of the people. (Art. II, sec. 39. ) 

STATUTE PROVISIONS. 

Railroad companie s.** 

Listing, valuation, cic.— Railroad companies file annual schedules of moperty, 
stock indebtedness, and earnings with the State railroad commission, by whom 
a valuation is set upon railroad property, with due regard for franchises, stock, 
bonds and earnings. The valuation thus determined is examined by the State 
board ’of equalization and certified to the State controller. The taxes are paid 
into the State treasury. , , . . u 

In reaching a valuation the railroad commission has power to examine corpo- 
ration books and papers. Railroad property having actual situs is known as 
localized property, and that havin^^ no actual situs is known as distributable prop- 
erty and is valued on a pro rata mileage basis. 


1 AiinoUitod South Dakota statutes (1899) secs. 2189-219:t. 
a Ibid., secs. 2194-2196. 


aibld., setw. 219J^2203. 
* Laws of 1897, chap. 6. 
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Railroad companies not paying the State ad valorem tax pay an annual tax as 
follows: Companies controlling or operating 400 miles or more of road pay $10,000 
for business done in the State; from 100 to 400 miles, $5,000; from 25 to 100 miles, 
$1,000; less than 25 miles, $100.* 

Local taxation.— RaHroad real estate and personalty (having actual situs) are 
locally assessed and taxed. 

Each county through which a railroad runs its lines may levy a tax of $500 
against such company, and eacli incorporated town a tax of $25.* 

Railroad terminal companies, in counties of 90,000 inhabitants or over, pay a 
tax of $500; in counties of 70,000 to 90,000 inhabitants, $400, and in counties of 
50,000 to 70,000, $300.' 

Telegraph and telephone oompaiiies.* 

These companies are as.sessed and taxed on their property like railroads. 

Telegraph companies pay also an annual privilege tax to the State, in lieu of 
all other State taxes but the ad valorem tax, as follows: Companies sending mes- 
sages between points in the State, and operating 1,000 miles or more of line within 
the State, pay a tax of $5,000; from 300 to 1,000 miles, $1,000; from 100 to 300 
miles, $300; from 25 to 100 miles, $25.' 

Telephone companies annually pay to the State a privilege tax for business done 
wholly in the State, in lieu of all other State taxes but the ad valorem tax, vary- 
ing according to the population of the city or town in which it does business from 
50 to 75 cents per instrument in use.' 

Express and sleeping-car companies.' 

Express companie.s pay an annual privilege tax to the State, in lieu of all other 
State taxes but the ad valorem tax, as follows: Companit'S operating over lines 
100 miles or under in length, $200 for business done wholly within the State; 
over 100 miles, $2,000. 

Sleeping-car companies are required to pay the State an annual privilege tax 
of $2,500 in lieu of all State taxes but the ad valorem tax. 

TEXAS. 

OONSTITUTIONAI, PUOVISION.S. 

Release from taxation.— The power to tax corporations and corporate property 
shall never be surrendered or suspended. (Art. VIII, sec. 4.) 

State aid.— The credit of the State shall never be loaned in aid of any individual, 
association, or corporation. (Art. Ill, sec. 50. ) 

The State shall make no grant of money to any individual, association, or cor- 
poration. (Art. Ill, sec. 51.) 

The legislature shall not release the liability of any railroad to the State. (Art. 
Ill, sec. 54.) 

The legislature shall not release, postpone, or diminish any liability to the State. 
(Art. Ill, sec. 55.) 

Uniform taxation— Property, license, income, and occupation fa.xe,s. —Taxation 
shall DO equal and uniform. All property in the State shall bo taxed. The legis- 
lature may also impose license and income taxes, ( Art . V III , sec . 1 . ) 

All occupation taxes shall bo uniform upon the same class of subjects within 
the same jurisdiction. (Art. VIII, s(5C. 2. ) 

Railroads.— All railroad property shall be assessed in the several counties. 
Rolling stock may be assessed in gross in the county where a company’s principal 
office is located, the resulting tax to be apportioned by the controller among the 
counties on a pro rata mileage basis. (Art. VIII, sec. 8. ) 

Local aid.— The legislature shall not authorize any- local division to lend its 
credit or CTant money to any individual, association, or corporation, nor to become 
a stockholder in any association or corporation. {Art. Ill, sec. 52. ) 

Municipal <aa?e«.— All railroad property shall bear its proportional share of 
municipal taxation. (Art. VIII, sec. 5.) 

STATUTE PROVISIONS. 

Railroad companieB, 

Ad valorem fa.;;.'*— Railroad companies pay ad valorem taxes on their franchises 
and on all property owned by them in tlui State, each county through which a 
road runs assessing and collecting the State and county taxes on the number of 


1 Laws of 1897, pp. 74-77. »Kevl8e(l Statutes of Texas (1896), pp. 1034-1036. 

chap. 5. 
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miloH of line and superstructnre within its limits. The total value of rolling 
stock owned and usecl in tho State by each company is listed with the assessor of 
the county in which its principal office is located. The total rendition is for- 
warded to the State controller, who apportions the valui^ among tho counties on 
a pro rata mileage basis. This valuation is then added to the valuation of the 
other property of the road and is the basis for State and local taxes. 

Occupation hi.c. ’—Railroad companies also pay to the State an occupation tax 
of 1 per cent on gross receipts from passenger travel. This tax is paid quarterly to 
the controller on a sworn statement by authorized officers of the various com- 
panies. Steamboat and stage companies pay the same tax. 

Telegraph and telephone companies. 

Telegraph companies pay a tax of I cent on every full-rate message sent between 
points in the State and a tax of one-half cent on other than full-rate messages, in 
addition to the usual local i)ropcrty taxes.” 

Telephone companies annually pay the State a tax of 23 cents per telephone in 
use in the State.” 

Sleeping-car and express companies. 

Sleeping-car companies pay a Static tax of one-fourth of 1 per cent on tho value 
of their capital stock in use in the State. The valuation is determined on a pro 
rata mileage basis, and the value of all property other than rolling stock is 
deducted.'’ There is also a State tax of 21 per cent on gross receipts from pas- 
senger traffic in the State.'* 

Express companies pay a State tax of I A per cent on gross receipts from traffic 
in tho State.’* 

All sleeping-car and express companies are subject to the usual local property 
taxes. 


UTAH. 

(’(INSTITUTIONAL UlU )VISIONS. 

Stotc aid— The State shall neither loan its credit to nor subscribe to stock or 
bonds in any railroad, telegraph, or other private (Uiterprise. (Art. VI, sec. 31.) 

The legislature shall not release anv individual or corporation from its liability 
to the State or to any local division thereof. (Art. VI, sec. 27.) 

Uniform ta.v on jn'operty.— There shall be a uniform and eiiual rate of asiscss- 
ment and taxation on all property in the State. Every person and corporation 
shall bo taxed in pro^iortion to value of property. (Art. XIII, sec. 3.) 

All persons and corporations doing business in the State shall be suDject to tax- 
ation for State and local purposes on all their property. (Art. XIV, se(;. 10.) 

Rolling stock shall be considered and taxed as personalty. (Art. XII, sec. 14.) 

Income, license, and franchise to.re.s.— The legislature may levy a stamp tax, and 
taxes based on income, occupation, licen.ses, franchises, or mortgages. (Art. XIV, 
sec. 12.) 

Local aid.— The legislature shall not authorize any local division to loan its 
credit or subscribe to stock or bonds in any railroad, telegraph, or other private 
enterprise. (Art. VI, sec. 31.) 

STATUTK PIWVISIONS. 

Railroad companies.” 

Listing, valnation, etc.— Tho officials of railroads operating in more than one 
county are required to make annual reports to the State, setting forth all their 
property and its value. On the basis of these reports the various companies 
are assessed by the State board of equalization on their property and franchises. 
Rolling stock is valued on a pro rata mileage basis. The total valuation is appor- 
tioned among the counties for the computation and collection of the tax. 

Local ta,ra(to?i.— Railroad lands not employed for operating purposes are locally 
assessed and taxed. There is also a local tax on the values apportion j(i by the 
State. 

Telegraph, telephone, car, and depot companies.® 

These companies are taxed like railroads. 

1 Revised Statute.s of Texas (18%). p. 1019, 
a Ibid., pp. 1019., 1031. 
s Ibid,, p. 1075. 

< Ibid., p. 1076. 


‘Laws of 1897, p. 170. 
‘Laws of 1895, chap. 82. 

» Laws of 1899, pp. 102-108. 
8 Ibid., pp. loi-m. 
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VERMONT. 

C’OiJSTlTUTinNAh ritOVlSlONS. 

Nothing specific. 

STATUTE PROVISIONS. 

Railroad companieB.' . , , i js n i. 

Listing, valuation, etc . — Railroad companies are required to make full returns, 
not more frequently than biennially, to the commissioner ot State taxes, who 
appraises the value of the railroad property, including the corporate franchise. In 
the case of interstate roads, the valuation is determined on a pro rata mileage 
basis. The rate of tlie tax is seven-tenths of 1 per cent. 

Alternative gross earnings tax . — Railroad companies may pay in lieu of the tax 
on property and franchise a tax of 21 per cent on ^ross earnings from business 
done in the State, including a pro rata mileage portion of interstate earnings. 

Telegraph and telephone companies.^ 

Telegraph companies are taxed on the value of property and franchise as fol- 
lows; 60 cents pel’ mile of poles and the first line of wire; 40 cents per mile on 
each additional wire. 

In lieu of this tax, telegraph companies may pay a tax of 3 per cent on tiieir 
gross earnings from business done in the State. 

Teleplione companies pay a tax of 3 per cent on their gross earnings from busi- 
ness done in the State. 

Express and sleeping-car companies. ‘ 

Express companies pay a tax of 4 jier c(mt on their gross earnings from business 
done in the State. 

Sleeping-car companies jiay a tax of .'5 per cent on their gross earnings from 
business done in the State. 

Steamboat, car, and transportation companies.^ 

All sucli companies incorporated under the laws of the State pay a tax of seven- 
tentlis of t per cent (m an appraised valuation of their property and corporate 
franchises, or in lieu thereof a tax of 2 per cent on their entire gross earnings. 

License tax."^ 

All corporations doing business in the State and all incorporated in the State 
pay an annual State licen.se tax of $10 if th<‘ir respective capitals are $50,000 or 
less, and of $5 for each additional $50,000 of capital, the total tax not to exceed $50. 

Local taxation.'' 

The real and personal estate of all transportation companies not used for 
operating puriKises is appraised by the listers of the towns like the property of 
individuals. 

Powers of commissioner of State taxes.’ 

This officer is empowered by law to summon witnesses, and to examine corpo- 
ration books, papers, etc,, to assist in reaching correct valuations for puriwses of 
taxation. 

VIRGINIA, 


CONSTITUTIONAL PROVISIONS. 


Internal improvement.— The State shall not engage in nor be a party to works 
of internal improvement otherwise than in the expenditure of grants to the State 
of land and other property. (Art. X, sec. 15.) 

State aid.— The credit of the State shall not bo granted in aid of any person, 
association, or corporation. (Art. X, sec. 12.) 

The State shall not be interested in the stock of any corporation. (Art. X, 
sec. 18.) , 

The liability of any corporation to the State shall not be released nor dimin- 
ished. (Art. A, sec. 21.) 

Uniform tax on jirqperf^.— Taxation shall be uniform. All property shall be 
taxed according to its value. (Art. X, sec. 1. ) 


1 Vermont Statutes, Title 10, sees. 657-664. 
« Ibid,, secs. 66^. 

«Ibid., secs. 669-671. 

*im„ secs. 672-674, 


6 Ibid., sec. 676. 
«Ibld., secs. 590-6W 
Ubid,, secs. 868-878, 
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Bvfimens ca2)ital.—'T\\(i capital inveated in all buainess operations shall be 
assessed and taxed as other property. Assessments upon stock shall be according 
to the market value thereof. (Art. X, sec. 4. ) 


STATUTE PROVISIONS. 

Railroad companies.’ 

Lifitiny, valuation , c^e.— Railroad companies arc required to make annual returns 
to tile auditor of public accounts, setting forth their entire property and their 
gross receipts and net earnings from operation. The auditor is empowered to 
examine corporation books and papers. The board of public works appraises all 
railroad property. The taxes on this appraisement are paid into the State 
treasury. 

Gross receipts too?. —Railroad companies also pay a tax on gross receipts to pay 
the expenses of the railroad commission. 

Loml Railroad real estate not in the right of way, including depots 

and other buildings, is locally assessed and taxed. 

Telegraph and telephone companies.”. 

These companies are taxed on their property for State and iiublic school 
purposes. 

Telegraph companies pay in addition a license tax of $2 per mile of poles, and 2 
per (lent on gross earnings from business done in the State. 

Telephone conqianies pay in addition a license tax, as follows: 

Those using 000 instruments or less, 50 cents on each instrument. 

Those using between 000 and 1 ,000 instruments, 75 cents on each instrument. 
Those using between 1,000 and 2,000 instruments, $l on (*ach instrument. 

Those using more than 2,000 instruments, $1.50 on each instrument. 

Express and navigation companies.” 

These compani(‘s are assessed on their property by the State, and pay the usual 
property taxes. Express com])ani(‘s in addition pay an annual State license tax, 
as follows: Those operating over 1,000 miles or more in the State, $500; less than 
1 ,000 miles, $300. 

Sleeping-car companies.” 

Th('se companies are taxed by the State for State and public school purposes. 
The tax is based on a pro rata mileage proportion (jf their capital stock. They 
also pay the usual local property taxes. 

Canal companies. ‘ 

These companies are assessed and taxed on tlieir property like railroads. 
WASHINGTON. 

CONSTITUTK)NAIi PROVISIONS. 

Release from tamiion.—Tlm power to tax corporations and corporate property 
shall not 1)e surrendered or suspended by the State. (Art. VII, sec. 4.) 

State ((id.— The credit of the State shall not be extended in aid of any person, 
association, or corporation. (Art. VIII, sec. 5.) 

Uniform ta.v on jn’op(’rf//.— There shall be a uniform and equal rate of assess- 
ment and taxation on all i^oiierty in the State. (Art. VII, sec. 2. ) i 

Coj'jiorafma.s*.— Corporate property shall be taxed as nearly as may be by the 
same methods as arc followed in taxing individual property. (Art. VII, sec. 3.) 

Rolling stock shall be considered and taxed as personal property. (Art. XII, 
sec. 17.) 

Local (U(Z.— No local division shall give any money or property, loan its money 
or credit, or become the owner of stock (jr bonds in aid of any company or corpo- 
ration. (Art. VIll, sec. 7.) 

STATUTE PROVISIONS. 

Railroad companies.^’ 

Listing, valuation, cfc.— Railroad companies arere(iuired to return to the State 
auditor schedules of their entire property of operation, capital stock, earninjrs, 
expenses, and indebtedness. The property is then assessed for State taxes by the 
State board of equalization. 


1 Laws of 1897-98, pp. 7ft-80; also Code of 1887, sec. 1812. 
a Laws of 1899-1900, pp. 6.85-536. 

8 General Laws of Virginia. 1887-96 ( Pollard ),pp. 228 et seq. 
* Laws of 1897-98, pp. 78-80, also Code of 1887, sec. 1812. 
t Laws of 1897, pp. 149-1.53. 
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Local fooja/tow, —Railroads are locally assessed and taxed on all their property, 
on the basis of annual lists which they are required to make in each county. 
Rolling stock is valued on a pro rata mileage basis. 

Telegraph and telephone companies.' 

The property of these companies is taxed like the property of individuals. They 
are required to return annual schedules to the county assessors. These schedules 
are transmitted to the State auditor. 

Express, transportation, and stage companies.^ 

These companies are taxed on their personalty in the counties where it is kept. 

WEST VIRGINIA. 

CONSTITUTIONAL PROVISIONS. 

Sfite aid.— The credit of the State shall not be granted in aid of any individual 
or corporation, nor shall the State ever assume the debts of any individual or cor- 
poration, nor shall the State become a stockholder in any company or association. 
(Art. X, sec. 6.) 

Uniform tax on Taxation shall be ecpial and uniform on all property 

throughout the State. (Art. X, sec. 1.) 

STATUTE PROVISIONS. 

Railroad companieB.* 

Listing, valuation, cfc.— Railroad companies are required to make detailed 
annual reports to the State auditor, setting forth property of operation, capital 
stock, bonded debt, earnings, and expenditures. On the basis of these returns, 
after approval by the board of public works, who have access to corporation 
books and papers and may examine corporation witnessi's, the State auditor sets 
a valuation upon railroad property and apportions the same among the local tax 
districts, where the tax is computed at the usual rate and certified to the Stale 
auditor. The total taxes are then paid into the State treasury. 

Local taxation.— Railroud real estate not employed for purposes of operation is 
locally assessed and taxed. Each local district also receives its share of the taxes 
paid into the State treasury. 

Telegraph and express companies.^ 

The property of domestic telegraph and express companies is assessed and taxed 
like other property in the State. Foreign telegi’aph and express companies pay a 
State tax of 3 per cent on their gross receipts irom business done in the State. 

Other transportation and transmission companies.'* 

Incorporated transportation and transmission companies, other than railroad, 
telegraph, and express companies, are locally taxed as follows: Real estate is taxed 
as in other cases. The value of the capital is determined and taxed by the follow- 
ing method: The aggregate value of personal property (not exempt from taxa- 
tion) wherever situated, and inclu(iing moneys, credits, and investments, is 
determined, and after deductions have been made for all amounts owed by such 
company as principal debtor, the remaining sum is taxed at the usual rate. 

WISCONSIN. 

CONSTITUTIONAL PROVISIONS. 

Internal improvement.— The State shall never contract any debt for works of 
internal improvement, nor be a party to carrying on such works, except where 
grants of land or property have been made to the State for that purpose. (Art. 
VIII, sec. 10.) 

State aid.— The credit of the State shall never be given or loaned in aid of any 
individual, association, or corporation. (Art. VIII, sec. 2.) 

Uniform tax on property ,—T&xe» shall be uniform, and upon such property as 
the legislature shall prescribe. (Art. VIII, sec. 1.) 


1 Laws of 1897,1). 154. 

»Ibid.,p. 142. 

«Code of West Virginia, Chap. XXIX, sec. 67. 


« Ibid., Chap. XXXIV. 
“Ibid., Chap. XXIX, sec. 64. 
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' - STATUTE PROVISIONS. 

Railroad compaiiies.' 

State Railroad coiiipanios are reipiired to make annual returns to 

the State treasurer, showing their gross eaiiiings for the year, and specifying the 
earnings per mile of line. “ License fees'’ are then levied on gross earnings as 
follows: 

4 per cent on total gross earnings of §;l,000 or more per mile. 

!4 per cent on total gross earnings between $2,500 and $3,000 per mile. 

3 per cent on total gross earnings between $2,000 and $2,500 per mile. 

2^ per cent on the excess above $1,500 per mile, plus .^5 per mile when gross 
earnings are between $1,500 and $2,000 per mile; $5 per mile when gross earnings 
are less than $1,500 per mile. 

Railroads built on pile and pontoon bridges pay at the special rate of 2 per cent 
on their gross earnings. 

Local taxation . — There is no local tpx on railroads, except that lands owned by 
railroad companies, but not used for railroad purposes, are assessed and taxed like 
similar property of individuals. 

Telegraph and telephone companies. 

Telegraph companies i)ay a State tax as follows: On a single wire, $1 per mile; 
on a second wire, 50 cents per mile; on a third wire, 25 cents per mile, and on 
each additional wire 20 cents per mile.* 

Telephone companies pay a State tax of 3 per cent on gross earnings of $100,000 
or over and 2^ per cent on gross earnings under $100,000. ' 

Express, sleeping car, equipment, and freight line companies.' 

These companies are required to make annual returns to the State treasurer, 
who puts such returns before tin* State board of assessment. The tax is assessed 
on a pro rata mileage portion of ciipital stock, with certain deductions. In the 
case of express companies, <ledriction is made for real estate situated and taxed 
outside of the State and for personalty not used in the express business; in the 
case of sleeping oar and e(iuipment comi)anies. for real estate situated and taxed 
outside of the State; and in the case of freight-line companies, for real estate 
situated in the State. 

WYOMING. 

CONSTITUTIONAL PROVISIONS. 

Internal iviprovement .—The State shall not engage in works of internal 
improvement unless authorized by a two-thirds vote of the people. (Art. XVI, 
sec. 6.) 

State aid.— The legislature slnill not authorize the State to contract iiny debt in 
constructing any railroad or to loan its credit in aid of the same. (Art III, 
sec. 39.) 

The State shall not loan its credit or make donation to any railroad or telegraph 
line. (Art. X, sec. 5.) 

The State shall not loan its credit, make donations, or subscribe to stock in aid 
of any individual, association, or corporation. (Art. XVI. sec. 6. ) 

Uniform taxation—Listing, etc.~A\\ taxation shall be equal and unifonn. 
(Art. I, sec. 28.) 

All lands and improvements thereon shall be listed and assessed separately. 
(Art. XV, sec. 1.) 

Railroads.— There, shall be a State board, consisting of the auditor, treasurer, 
and secretary of state, which shall assess at their actual value the franchises, 
roadway, roadbed, rails, and rolling stock of all railroads and other common car- 
riers. This valuation shall be apportioned among the counties as the basis Of 
taxation. (Art. XV, sec. 10.) 

Reports of railroad companies.— A\\ railroads operating in the State must make 
annual reports of their business, as the legislature may prescribe. (Art. X, sec. 3. ) 

Local aid.— The legislature shall not authorize any county to contract any debt 
in constructing any railroad, or to loan its credit in aid of the same. (Art. Ill, 
sec. 39.) 

No local division shall loan its credit or make donation to any railroad or tele- 
graph line. (Art. X, sec. 5, ) 

No local division shall loan its credit, make donations, or subscribe to stock in 
aid of any individual, association, or corporation. (Art. XVI, sec. 6. ) 


' Revised Statutes of Wiseonsin, sers. 1211-1218. 
*Ibid., sec. 1216. 


»Ibid., sec. 1222a. 

* Laws of 1899, Cihaps. 111-114. 
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STATUTE PROVISIONS. 

Railroad companies.' 

Lifting, valuation, e/t*.— Railroad companies are retmired to make annual 
reports to the State board of equalization, setting forth all property of operation. 
On the basis of those reports a valuation is determined covering property and 
franchises, and is apportioned among the local districts for the computation and 
collection of the tax. 

Ijocal f(U*a<iori.— Railroad real estate not employed for purposes of operation is 
locally assessed and taxed. There is also a local tax on the values apportioned by 
the State. 

Tele^'raph and sleeping car companies.' 

Tliese companies are taxed like railroads. 
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1 1, e. taxes of specific gross amounts, or of specific sums per mile of line, per instrument in use. etc, 
2 On capital stock plus funded and fioating ci^bt. ^ Domestic corporations. 
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TABLE 11.~-MET1I01)S OF SECVRLYG LOCAL REVENUE.S FROM RAIL- 
ROAD TAXATION. 


From local tax on— 


General property. 


Alabama. 

Arizona. 

Arkaiisa*'. 

Colonido. 

Florida. 

Georf,Mu. 

Idaho. 

llliiioi'^. 

Indiana. 

lowii. 

Kansas. 

Kentucky. 

bouisiana. 

Maryland. 

Missi.ssi|ipi. 

Missouri 
Montana 
Nebraska. 
Nevada 
New Mexico 
New York. 
North (^arolinil 
North Dakola 
Ohio 

Oklahoma 

Ort'(,mn, 

Rhode Island. 
South Carolina 
S<aith liukola. 
Tennes.s('e.‘ 
Texas 
Utah 

Wash I union 
VVvoiinnn. 


Property not in right 
way. 


California. 

Connecticut. 

Delawiin*. 

Maine. 

Massachusetts 

MichiKan. 

New Hampshire 
New .lersi'y 
Pennsylvania. 
Vermont. 
Virniiiia 
West Virginia. 


No local tax. 


Minnesota.* 

Wisconsin.^ 


From diitribution of State 
tax, 


California. 

Maine. 

Massachusetts, 
New Hamiishire 
New Jersey 
We.st Virginia. 


1 


iTheii' is a local tax on lamis owned by railroads, such as have Ikmui siiliject to grant either by the 
state or b.\ the United Stales. 

■ Lands used by railroad eompanies but hot used in any way for railnaul purposes are assessed and 
ta.xed like the similar property of individuals 

■'Not including “distributable property.” Tliereare, liowever, local license taxes on railroads. 
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a need): 

Appliances, defective, as cause - - - - Fuller. 41 

Comparison of railways, in different countries Parsons, 1.13 

Interstate Commerce (’ommission, reports to Fuller, 41 
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Audit and examination, difference between Greene. 481 

Balance sheets, proper items to bo published, discussed . _ ... Greene. 41)2, 493 

Depreciation, method of accounting for Greene, 493 

Methods of auditing discussed - Greene, 479-482. 4S3, J89-494 

Accounts of public and quasi public corporations (see also (hi (form 

jnibUc aecountinif) auditing, in England - Bemis, 93 

Accounts, public; 
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Public regulation, importance of Bemis. 93; Foote. 107; Schiff. 773 
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Uniform system of. for ]niblic and (juasi public corporations advo- 
cated Bemis, 91; Foote, 103-123 

Accounts of railroads : 

(Jon fusion by operation of subsidiary companies Rice. 739, 740 

Auditing, suggested plan of Foote, 122 

Expert auditors, examination by. advocated Greene, 479 

improvement.s, accounts to which charged - Talcott, 035 

ln8pe(dion of, desirability of Rice, 739, 741 

by Interstate Commerce (Jommission. discussed Greene. 479, 480; 

Wood lock, 464 

Uniformity of, reasons for Adams, 382-386 

advantage of reipiirement by Interstate CommiTce Commis- 
sion - Greene. 480 

Age limit, Railroad employees, injustice of Fuller, 10 

Agreements of employers and employees (see also Arbitration)'. 

Longshoremen - Barter, 309 - 317 

Railways, extent and advantage of system Fuller, 10 

Agreements of railroads (see also Commnnity of interedt: Rooling): 

Denver rates fixed by . . — . - - - Griffith, 8r)6 

Transcontinental freight rates, nature of . . Wheeler, 749; Stubbs, 764 

Agreements between telegraph companies, effect on rates Cliandler, 195, 198 

Alabama, telegraph service in ... Clark, 207 
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western Investment Security Co Wilson, 693 
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Classification in different districts — Bacon, 81 

Freight rates on, di-scussed . . - Bacon, 72-76, 80, 81 

Methods and conditons of business, discussed Bacon, 72, 80, 85 

Tariff on .. Bacon, 80, 85 

Allegheny, Pa., cost of electric light in Bemis, 98 

American and Hawaiian Steamship Company, description of business 

Wheeler, 750; Stubbs, 763 

American Economic Association, resolutions as to public accounting . . 

Bemis, 86, 94; Foote, 103 

American Federation of Labor: 

Anti- scalping laws, attitude toward. Lindenberger, 329 

Government ownership of telegraph, favored by .. Randall, 242; Robert.s, 274 

Lake Seamen’s U nion, connected with — Penje. 400 
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American Merchant Marine. (See MercJuint Marine, American.) Pago. 

j^mSlTlCBiTl fi ll ips* 

Relative cost of building Howes, 700 , 707, 708 

Short-sighted policy of builders - - . Howes, 70o 

American Telegraph Company absorbed by Western Union Telegraph 

Company - - Roberts, 372 

American Telephone and Telegraph Company. (See also Telephones.) 

General system desciibed Hall, 830-883 

Accommodations of Bethell, 784 

Growth of--- Hall, 819 

Assets .. -- Hall, 823 

Bell Telephone Company, relations to Bethell, 810-811 

Capitalization authorized - - Hall, 81 9 

OillateiMl trust bonds - Hall, 819 
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Extent of service Hall, 819 
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Stock . . . . Hall, 819, 831 
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Lindonlierger, 320-335 

American Union Telegraph Company, absorption of. by Western Union 


Amsterdam, Holland; 

Telephone service and rates in, comparison of Bethell. 79:)-795 

Wages of telephone operators . Bethell, 794-790 

Anthracite Coal : 

Allotment of tonnage between railroads discussed ... Woodlock.p. 151; 


Childs. 500; Saward. 51 1. 515; Haddock, 537 ; 
Walter, 5-15. 5 17 , Thomas, 550, 55 1 : Stearns, 
581-583; Harris, 598, GOl, 003; Rice, 7'18 


Desire of railroads to increase their proportions Stearns, 590 

New York, Ontario and Western . .. Childs 190,500 
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McLeod, 503. 507,5<>9; Stearns, 583, 585; Harris, 003 
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Walter, 515; Stearns. 588; Harris, 600, 001 


Central Railroad of New Jersey, purchase by Reading Company — 

Woodlock, 45 1,455. Greene, 471, 475; McLeod, 573; Harris. 007-009 

Children, employment at mines - Saward, 510 

Coal lands, accumulation of fund to rover exhaustion Stearns. 584 

Control by railroads Woodlock. 451, 153; Greene. 108; 

Childs, 497, 498, 503; Saward, 509; Haddock, 
521; Stearns, 588, 589; Harris, 001; Rice, 7 13 
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Reason for holding in reserve. - . Harris, 003, 000 

Coke, competition of - . - Stearns, 585 

Colorado, deposits in Saward, 519; Griffith, 857 

Combination and community of interest among railroads - 

Absolute ownership not sought Woodlock. 452; Walter, 545 

Attempted. 1893 - - - - Childs. 503; Rice, 737 

Consolidation, desirability of Greene, 468-471 

Legal difficulties encountered by Greene, 475 

Control of future supply Stearns, 687 
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Combination and community of interest, etc.— Continued. 

Economies and advantages to public ... _ Woodlock,453; 

Greene, 468-471; Saward.r)lT..519; Haddock. oiM; Wal- 
ter. 544; Thomas, 556; McLeod, 568. 5i 1 . 575; Harris, 598 
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Saward, 5l3,ul8, 516; Walter, 515 

Conditions of mining in different regions . . Hai ris, 605, 606 

Cost of mining, different regions . Walter, .547 : Stearns. 584 ; Harris, 606, 607 

Estimation of... ...... Greene, 473. 471; Saward, 515; 

Fleming, 540; McLeod, .565, .566, .567, 570; Harris. 603. 606, 607 

Increase . . .. Saward, 511; Walter, 514; Harris, 606, 607 

Proportion going to wages. . .. .. Saward. 516 

Cost of transportation, proportion of coal ontput.. Walter, .544 

Coxe Bro. ovr Co . conditions of labor Stearns, .593- 596 

Output and tonnage Stearns, .581 


Prices of coal received by . Stearns, 590 .593 

Relations to railroads . . . Stearns, .577,. 581 

Suit against Lehigh Valley Railroad . . . Haddock, .535, .585; McLeod, .573 

Western shipments. . . Stearns, .584 

Culm piles, utilization of waste ...... Haddock, 538 

Delaware and Hudson Railroad, relation to other companies Harris, 608 

Delaware, Susquehanna and Schuylkill Railroad Woodlock, 451, 

Stearns. .577, .590 

Electricity, competition of Greene, 470 

Erie Railroad, combination with otlier companies Thomas, 553, 5.58 

Purchase of Pennsylvania (kjal Company . . Wood leek. 4.53; 

Greene. H.5; Haddock, .531; Thomas. .5.53, .558; McLeod, 573; Stearns, 589 

Tonnage, amount and sources . 'lhomas..)48 

Export trade Fleming, -540; McLeod. .567; Kiije, 743 

Freight rates: 

Average rates McLeod. .565 

Compared with bituminous rates Woodlock, 454 

ll.iddock, .580-.581 ; Fleming. .589; Stearns, 5i9, .594 
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Distances to tide water Stearns, 578 
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Western shipments . Stearns, .583 
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Policy of Haddock, 631 
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Walter, .047; Stearns, .088; Harris, 303 

Existence of grievances, discussed Fleming, .041 , .042 
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Miners, nationality of Stearns, 595, 593 
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Purchases of coal lands Childs, 197, 498; Stearns, 5.89 
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Reorganization and capitalization Childs, 502 

■Shiiniierits, proportion of . Childs, .000 

Tonnage and freight rates Childs, 496, 497, 500 

Pennsylvania Coal (Company, Erie Railroad, purchase by Woodlock, 452; 
Greene, 475; Haddock, .0‘,:1 ; Thomas, .0.02, .053; McLeod, 572, Stearns, 589 

Pennsylvania Railroad, attitude toward agreements of railroads 

Haddock. .032 

Relation to coal companies - Steams. 579 

Relation to other rai;roads W oodlock, 452; Harris, 598. .099, 308 

Percentage contracts, system described. . Woodlock, 4.04; 

Childs, 193, 498, OOO; McLeod, 533; Stearns, 577, .078 

Advantages and disadvantages to operators. . Haddock, 523, 

.024, .026, .027, .032; Fleming, 537 

Cost of shipments under Thomas, .049 

Duration of Fleming, .036 

Establishment of system by Mr. McLeod McLeod, .062,063 

Freight rates under Saward, .009 

Proportion of coal carried under Saward, 509 

Proportion of operators selling under. - Haddock, 522, 532; 

Fleming, .030, .037, .042; Thomas, .049; Harris, 600 

Railroads, do not apply to mines controlled by Stearns, 579 

Restriction of output under Haddock, 524, .025, .027, 532; Fleming, 537 

65 per cent contracts— 

Adoption, probability of Childs, 496, 500: 

Walter, 543; Thomas, 549: Stearns, 577; Harris, 610 
Cover life of property . . Haddock, 531 , 532; 

Walter, .045; Thomas, 549; McLeod, .063; Stearns, .078 

Effect on independence of operators Haddock, 531, 532 

Investigation, method of Steams, 577 
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Anthracite Coal-Continued, Page. 

Percentage contracts— Continued. 

65 per cent contracts— Continued. 

New, blank form Childs, 505, 507 

Railroads, purpose of Stearns, 578 

Satisfactory to most oi)erator8 Fleming, 536, 5:17; Harris, 010 

Time of payment to operators _ . . Stearns, 580 

Variations m ])ercentages in various contracts Fleming, 536 

Western shipments Childs, 500 

Plymouth Coal Company, relations to railroad companies Haddock, 

523-527, 532 

Powder, price of . .. : Saward,511 

Prices— 


Agreements of railroads as to, existence of practice discussed Wood- 
lock, 455; Childs, 491). .505; Saward, 512, .513, 516, 517; 
Haddock, .526, ,529: Fleming, 5:i8, .539; Walter, .547, 
.548; Thomas, .5.50, .551; Stearns, .582; Harris, .599,603 
Reading Railroad, influence on McLeod, 572; Stearns. .582 ; Harris, 004 

Consultations between railroads regarding Thomas, 554, .555 

Sales agents, no recent meetings . . Fleming, 539 

Seasonal changes, uniformity in making. . Saward, 511, 516; 

Haddock , ,529 ; F 1 emi n g , 538 , 539 

Impossibility of control by . ( iiilds, 505 

Coal lands, influence of (‘apitalization of .. ... Saward, 518 

Desirability of maintaining present rates Saward, 517 

Effect of combination.. ... . . . Haddock,.529. .5:10 .531,532; 

Greene, 469, 470, 47:1; Saward, 513, 519 

Effect of unlimited competition Harris, 602, 003 

Im])OB8ibility of maintaining excessive Harris, 603; 

Woodloc;k. 1.55; McLeod, .568, 569 

Influences tending to prevent e.xcessive. . .. , Thomas, 5.55 

Indepemhait operators, method.s of hxing Haddock, .525, ,526, .529 

Limitation by competition of other iiroducts Greene, 469, 470; 

Fleming, 537. 541: Walter, 543, 548; Thomas, 5.55; 
Childs, .501, .502; Saward, 510, 512; Haddock. .528-530; 
McLeod, .562, 567, 5(‘)9; Stearns, .58:1, 585; Harris, 602 

Overca])itabzation of railroads, effect of Woodlock,4.j3 

Percentage contracts, influence of, as r(‘gards competition. . Haddock, 

.531,5:32 

Reasonableness of present, discussed .. ... ... Haddock,. 5:30-.531; 

Walter. .5 13; Saward, 51 9; McLeod, .569 

Seasonal fluctuations . ... Saward, 511, 516 

Statistics — 

Average and variations - - - McLeod, 565 

Recent in(‘rea^e discussed ( 'hilds, 499, .501, .502; 

Stearns. .582, .583. .586, 587 ; Hams, 603 

Recent movement . . Saward, 510, 511, 515, 516; Fleming, .541 

Recent years, by months Stearns, .590-.592 

Strilm of 1900, effect of Thomas, .5.55; Stearns, 583 

Variations as between qualities .- Fleming, .5:38; Thomas, .554 

Western markets .. . -- - Childs, .505 

Wholesale and retail, difference between .... Walter, 543 

Production, consumption, distribution, by sections and States . 

McLeod, .561, ,562 

Output from year to year W alter, 543 

Productive capacity, and demand (see also Restriction of output). 

Saward, 511, 512: Fleming, 538; 
Thomas, 5.55, .5.56; McLeod, .565; Stearns. 587; Harris, 601, 602 

Productive capacity, influences tending to increase Childs, 499; 

Stearns, 587 

Seasonal variation in demand, and storage of coal Childs, 499, ,500 

Supply, duration of Greene, 47,5; Haddock, .529; Fleming, .540; 

Thomas, 5.55; McLeod, .565, ,566, 570; Stearns, .587; Harris, 605, 606 
Railroad mines, eepnomies of operation by large corporations. McLeod, 566, 568 

Publicity of accounts desirable Greene, 481 

Railroads, amount of coal mined by affiliated companies McLeod, 563 

Names and description of coal roads . . Saward, 508 

Profits on coal mining and transportation Woodlock, 453, 454; 

Greene, 472, 474 
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Anthracite Coal— Continued. 

Railroads, amount of coal mined, etc.— Continued. 

Proportion of coal traffic to total traffic Walter, .“iK; 

Relation to su bordinate coal companies McLeod, on i 

Stearns, >'j7V; Harris, aiio 

Readini,' Railroad, allotment of tonnage to - ... Saward.oli; 

Haddock. .‘iLV; Harris, (501, (ioo 

Attempted combination in 1893 - - Childs, ')0;j 

Bu.sine.ss Harris, 506-011 

Capitalization of coal lands .. Grftene,47i2; 

Sa ward. 517,511); Haddock, 5133; McLeod, 566; Harris, 601,605 

Cars, distribution of to operators .. . . Harris, 601 

Earlier attempts to control JcTsey Central and Lehigh Valley 

Rice, 737-738 

Labor, attitude toward Harris, 610, 611; Fitzpatrick, 833, 8534, 837-840 

New England, extension into in 1802 . . . . McLeod, 567, 574 

Prices, inti uence on .. ... Stearns, 582; Harris. 604 

Purchaseof Central Railroad of New Jersey McLeod, 572; Harris, (507, 600 

Recent purchases of coal land unimportant . Harris, 604 

Reserved supply of coal ... . , McLeod, 566, 570; Harris, 605, 606 
Restr.ction of output (see also Allotment oj foa/mpc), existence of 

practice discussed .... Saward,514.5l5,517; 

Fleming. 537, 538; W alter, 545, 547 
Indepriident operators, limit of supply of cars discussed . _ Haddock, 524- 

526, 532 

Variations of demand render necessary. Haddock, 525 

Royalties to owners ot coal lands Saward, 51!) 

Schuylkill region, conditions of mining in Harris. 60(5 

Sizes of coal Stearns. 578 

t'hanges in demand for respective Stearns, 583 

Methods of manufacture . , McLeod. 560 

Small, proportion of . McLeod. 562, 567 

Storing ot coal, difficulty of Thomas. 556 

Strike of 1000, Coxe Bros. & Co., relation to. Stearii'i. 502, 503 

Effect on prices . . . Childs. 100; Saward, 510, 516; McLeod, 567,571 

Etiect on producers and consumers . .. Walter, 546; 

Saward. 520: Haddock. 527, 528 


McLeod. 567, 


Haddock. 533; 
i Stearns. 503,501 
. . Saward, 508 

McLeod, 576 

. . . Haddock, 533 
,574; Stearns, 503 
Childs, 100; Saward, 515,510 

Stearns, 503, 504 

Greene, 468-470 

( Ihilds, 500, 505; Saward, 516, 510 

. Fleming. 535 

Fleming, 512 


Justice ot demands di.scus.sod 

F leming. 5 12 : Thomas, 555, 557 

Tide- water port>. described . ... 

United Mine Workers, <lemandsot 1001 discussed 

Virginia, alleged supply in 

Wages of miners 

Recent increase 

Sliding .scales, history ... 

Wastes of competition 

We.stern markets, shipments, prices, etc 
Anthracite Coal Operators’ Association: 

Composition and objects . . 

Attitude towaid railroad companies . 

Antiscalping laws. (See also Ticket broker<,<jc.) 

Passage, fUnd eff orts to i):iss . . Lindenberger, 326,331 

Unconstitutionabty. decisions as to Lindenberger, 341, 310 

Antwerp, telephone service of Bethell , 788 

Appliances: 

Defective, retained in use by railroads 1. Fuller, 40, 41 

Overhead structures Fuller. 41 

Arbitration and conciliation; 

Advocated generally Fuller, 7 0 

Compulsory , advocated Fleming, 542 

Deprecated Fuller, 71; Saward, 520; Thomas, 556, 557 

Dis ussed . . Haddock, 533; Walter, 546, 547 

Desirability of Saward, 520; Haddock, 533; Greene, 47 1 

Labor organizations, incorporation as means of facilitating Haddock, 533 

IrresiTon.sibility of . . Fleming, 512 

Longshoremen. Great Lakes . . Barter, 312-315 

Argentina, per cainta trade of, with the United States Howes, 713 
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Armour Packing Company, re(iuest8 changes in freight classification. 

Mcfiovern, 671-673 

Associated Press: 

Franchise, how obtained Randall, 356 

Cost of .. . .. Randall, 356 

Originator of Randall, 348 

Power of, as a monopoly 

Randall, 345, 248, 353, 355-357, 359; Robert s. 366, 367, 369, 373 

Power of, to create public sentiment Roberts, 373, 374 

Western Union Telegraph Company relations with, ... . Randall. 347, 348 

Associated Railways of Virginia and the Carolmas, geographical ex- 
tent - -- . - McGovern. 654 

Association of Accounting Officers, waybill, form of. adopted . . Nicholson, 728 


Langley, 860 
( rreeno, 480 

Parsons, 137,143 
Parsons, 134 

Pai’sons, 137 
Bothell, 790-791 


Association of Accounting Officers, waybill, form of. adopted . . Nicholson, 728 
Atlanta, Oa.: 

Freight rates compared with Birmingham rates . . . McGovern, 080 

Compared with Savannah rates... _ — McGovern, 681 

Not in need of railways ........... . — .. McGovern, 680 

Atlantic and Pacific Telegraph Company, absorption by Western 

Union Telegraph Company ... Clark, 330-331 ; Roberts, 373 

Attorney-General, no authority over freight, cla8^ltic.ltlon . . . Langley, 860 

Audit Company of New York, nature of wor c ( Ireeno, 480 

Australia: 

Policy of railways in ... .. -- - . Parsons, 137, 143 

Railway discriminations abolished in . Parsons, 134 

Austria-Hungary: 

Railways Pai’sous, 137 

Telephone service Bothell, 790-791 

Baggage: 

ClK'cking on mileage books Lindonberger, 353,3.)4 

Checking on through tickets . LmdiMibcrger. 337, 338 

Baltimore: 

Freight tratiic at . . .. Griswo.d, 613 

Rate differentials Howes, 710 

Spot wheat at - - Howes, 101 

Baltimore and Ohio Railroad: 

Pennsylvania Railroad relations with — .. Schiff, 771.773 

Reading Railroad, relations with Harris, ^008-609 

Relief department, discussed ... Fuller, 13, 17-49, .>3, 59-69 

Reorganization - - ^ Schiff, 769 

Sunday traffic on -- Fuller, 39-33 

Baltimore and Ohio Telegraph Company: 

Failure of . . . - ... - - Clark, 338 

Rates of . .. . - --- - Parsons, 888 

Sale of, reasons for . . . . . - . - - - ' 

Bank notes, functions of .... . . - Schifi, <77 

Banks, syndicates of . . . - - .... - 

Barge lines, Mississippi River.. . . . - ---- Markham, 420-432 

Basing point system. Southern States: .,-,o -.oo i.>o 

Discrimination between places, causes of. Parsons, 1,^8, l.Jv, 133 

Explanation of - Ripley, p. 361: Markham, 439; Talcott, 639,630 

interstate commerce law, eltoct on ... . Markham, 439 

Numl er of basing points not in< r' using - McGovern, (m9 

Orio-in of - McGovern, 678 679; Wilson, 697 

Bavaria, telephoiK' system _ -- — - Bethell,793 

- Bothell, 78S-789 

Railways Inl 

Telegraph systems, extent of ----- ^lark, JJ 

Telephone conditions - -. - Bothell, 788- (89 

Bell Telephone Company: 

American Telephone and Telegraph Company, relations with Bethell, 810-811 

History . -- Hall, 817—819 

Western Union Telegraph Company, relations to Clark. 317, 319, 326-237 


Berlin, telephone system - - - - - • 

Bills of lading: 

Defined - - - - - - - 

Uniformity of, established .- --- -- - - 

Birmingham, Ala., freight rates compared with Atlanta rates 


Bethell, 791-792 

- McGovern, 661 
. McGovern, 659 
McGovern, 680 
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Bismarck, Otto, speech of, on railways Parsons, 124 

Bituminous coal (see Cool). 

Blacklisting: 

Application for employment, form of _ _ _ - . . _ . , - Fuller, 13 

Instances of practice - - _ - Fuller, 16 

Laws prohibiting, difficulty of enforcement Fuller, 17 

Enactment by Congress advocated _ . - _ , _ Fuller, 17 

Private correspondence, use of ... . . Fuller, 12-17 

Reading road, practically practiced by . . . Fitzpatrick, 835 

Western Union Telegraph Company, established by . .. Roberts, 269 

Blanket descriptions, case regarding Pacific coast rates Wheeler, 745; 

IStubbs, 759 

Boats on Mississippi River: 

Barge lines _ . _ .. Markham. 426-432 

Cost and insurance _ . . . _ . Bryant, 392 

Bonds, railroads: 

Excessive issue undesirable - - Rice, 736 

Eiie Railroad, sinking fund on anthracite lands . - - - McLeod. 573 

Interest, reduction of rates . (Ireene, 486 

Limited to amount of capital stock in Massachusetts Jackson, 844 

Boston: 

As a competitor of Now York . . . Langley, 859 

Canadian export trade . Howes, 702 

Canadian railway connections, its advantages by reason of. - . Howes, 701 

Commercial importance .. Howes, 700 

Export rates through Howes. 701 

Export trade of - . . Howes, 700 

Freight differential at . . . .. .... Howes, 701 

Freight rates to Howes, 700, 701 

Freight steamei 8 trading at . . Howes, 701 

Imports of Howes, 700 

Railroads, effect of certain How. s, 701 , 702 

Enterprise at .. . . Howes, 701 

Street railway system . _ .. . . . . .lackson, 813, 841 

Telephone service, cornp.ired with Amsterilam ... liethell, 791 

Transportation facilities at.. Howes, 701 

Boston and Albany Railroad: 

Competitor.s of Parsons, 132 

Discriminations by l^vrsons, 129-1:14; Howes, 702 

Lease of, by New York Central . . Par.sons. 129 

Report of Massachusetts Railroad < ’ommissioii on . . Parsons, 120, 130, 131 
Boston and Maine Railroad; 

Freight rates on anthracite coal Thomas, 553 

Lease of the Fitchburg road ... . . . Howes, 702 

Boycotts, strikes distinguished from Fuller. 70 

Brazil, per caj)ita trade of. with the United States ... Howes, 71 1 

Bridges, danger to river navigation from . . . . Bryant, 388 

Brokers, telegraph business, favor by telegraph companies, discussed 

Randall, 214; Chandler. 199; C:lark,209 

Brooklyn Bridge : 

Operation of railway . . . . Demis, 88, 102 

Rates compared with St. Louis Bridge Parsons, 145 

Brotherhood of Locomotive Engineers, insurance, cost of . . . Fuller, 56 
Brotherhood of Railroad Trainmen : 

Employers’ liability, resolution regarding Fuller, 36 

Membership . Fitzpatrick, 832 

Method of considering grn vances Fitzpatrick, 8:{1 

Objects of Fitzpatrick, 831 

Reading Railroad, attitude toward Fitzpatrick, 8.5:1 

Brotherhoods ; 

Benefit and insurance features Fuller. 42 

Employers’ liability, resolutions regarding Fuller. 36 

Federation, desirability of Fuller, 1 1 

Negotiations and conciliation with employers Fuller. 70 

Objects and advantages Fuller, 69 

Strikes, effect of in reducing Fuller, 70 

Brussels, telephone service Bethell,788 
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Budapest, Hungary: 

General progimsiveness .. Bethell,791 

Telephone system. . .. Bethell,791 

Buffalo Railway Clearing House (s('e also Central Railway Clcanng 
Home ) : 

Duties .. . ... ....... Niohol8on.719,730 

Establishment . . Nicholson, 719 

Executive committee .. Nicholson, 720 

Membership . .. . Nicholson, 719 

Cables, submarine: 

Capacity. .. - .. Clark, 2133 

Cost - - Clark, 218 

Cost of maintenance ... .. — Clark, 31 8 

How constructed . . . . Clark, 2:32 

Rates . - - Clark, 218 

California: 

Fruit-canning industry . . Wheeler, 753, 751 

Industrial conditions generally . . .. Wheeler, 754,755 

Manufacturing inteiesl 8 ... . . .. . . Wlieeler. 752-753 

Oil, coal, and water power . . . — .. - . Wheeler, 753 

Railroad commission, ( haracler and decisions of ... — Stubbs, 767 

Canada: 

Differential tariff .. . .. ... - Howes. 716,718 

National policy . — Howes, 717 

Railroads, advantages in rates on . . . .. Ripley. 286 

American rates, effect of com])etition on Thomas. 553 

Differentials allowed to Ripley, 398 

Interstate-commerce law affected by . . Ripley, 298 

Reciprocity treaty with, necessity for Howes. 713,715,718 

Trade ol. desirability Howes, 715-716 

Extent Howes, 713,714,715.716 

Trade relations with the United States ... ... . Howes, 713,715,717.718 

Canadian Pacific Railroad: 

Differentials in favor of . Wheeler. 748; Stubbs, 763 

I)iscrimination of transcontinental roads in competition with 

Wheeler, 718; Stubbs, 762 

Illinois Central Railway, connection with Markham, 443 

Interstate-commerce law, not subjecu to Markham, 443 

Canals (see also Isthmian ('anal: Xu’aragim Canal): 

Kiel, volume of business ^ ^ Anderson, 6:39 

Capitalization of corporations generally (see also Tel€gra))hx: Telvi>ho7ies): 

Discu.ssed generally - - Woodlock. 456-461 

Amount of, a<lvantage of large, as regards price of securities .... Greene, 489 

Excessive impossible Schiff, 778 

Heavy speculation, effect of . .... - - Thomas, 560 

High dividends preferable to overcapitalization Greene, 486 

Increasing, reasons for - - Gieene, 486, 491 

Overcapitalization, evil results Anderson, 650, 651 

Public opposition to high dividends leads to increase Greene. 486, 491 

Real value, no effect on . .. . -- Schiff, 775 

Bonds, conversion into stock desirable Rice. 740 

Excessive issue, undesirable .. .. . . . . . Rice, 7:36 

Stocks, relation to . . - - --- - Greene, 476 

Industrial combinations, compared with railways . — . Woodlock, 458 

In ve.stor8, discrimination relative to... ..... Schiff, 7p 

Method of increasing stock — - Trr ' 

Overcapitalisation discussed generally Woodlock, 4o6-461 

Evil results Anderson, 650, 651 

Publicity as remedy for ... . . - - • Greene, 476 

Reasons for - - Reims, 88 

Remedies .. . . Anderson, 651 

Patents, exploitation of . — — . - • Rice. 733-734 

Stocks, amount of, relatively unimportant Rice. 736 

Wages, effect of overcapitalization . Fuller, 71 

Western Union Telegraph Company - Parsons, 889-800 


IGA 70 
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Capitalization of railroads: 

Chicago and Alton Railway Woodlock, 458,459; Schiff, 775 

Compared with expense of reproduction - - . , Thomas, 551 

Covers improvements in some cases Ripley, 306 

English roads, compared with American Thomas. 551,559; 

Erie Railroad Thomas, 551 , 559 

Michigan, valuation of plants in - Adams, 374-383 

Movement of, recent - Ripley, 303, 304 

New York, Ontario and Western Railroad Childs, 503 

Overcapitalization- 

Amount of Parsons, 153 

Anthracite coal roads, .. , Woodlock, 453-456 

Kansas City, Pitttsburg and Gulf Railroad Woodlock, 461, 462 

Rates, effect on, denied Woodlock, 456 

Policy of railroads in respect to . . .. . . Parsons, 154, 1,55 

Proper basis discussed . Parsons. 1,55; Greene, 476; Talcott. 635 

Coat of construction, relation to Woodlock, 457 

Earning capacity, relation to . . Greene, 476 

Preferred and common stock, basis for . . . Rice, 733. 733 

Tangible assets and good will, issue of securities for Greene, 490, 491 

Rates, reasonable, relation to. Ripley, 391, 393; Teisberg, 363; Adams, 380, 381 

Reading Company . . Woodlock, 455, 4,56; Harris, 597, ,598 

Reasonableness m United States asserted Woodlock, 456 

Regulation by Government, discussed . ... Teisberg, 3(55; Woodlock, 460-463 

By Interstate Commerce Commission, advocated . . Thomas, 5(>0 

By Massachusetts State Board Jackson, 8 13 

Reorganization, effect on Ripley, 391 , 

297-398; Greene, 187,488; Harris, 597, -598 

Stock watering by selling bonds at low figure Ripley, 304 

Street railways, compared with Bemis,90,91 

Surplus income, capitalization of Adams, 380, 381 

Terminals, value not included in assets, .Massachusetts Jackson. 844 

Car trusts. .. Adams, 386; Talcott. 635 

Carload rates McGovern, 663,665; Langley, 863 

Denver, rates to Griffith, 855 

Discrimination against small shippers Langley. 861, 8(53 

Arbitrary . . . . Langley, 863 

Effect on jobbing trade ... Langley, 861, 863 

Pacific coast, case regarding differentials Wheeler, 745; Stubbs, 758, 761 

Carnegie, Andrew, United States Steel Corporation, relation to formation 
of Woodlock. 464 


Carrier’s risk rates, comparison with owner’s risk rates McGovern, (556, 

657,659-661 

Cars, difficulty of furnishing in busy season Teisberg. 367, 3T 1 

Discrimination in supply of anthracite coal cars discussed . , . . Stearns, 588; 

Harris, 600-601; Fleming, 536-537; Walter. 5b5 

Cartage, relation to freight rates Nicholson, 736 

Central Pacific Railroad, Southern Pacific, relation to Stubbs, 757, 761 


Central Railroad of Georgia, competitor of the Southern Railway . . McGovern, 

(583 (183 


Central Railroad of New Jersey, control of, by Reading Railroad . . Greene, 471 , 
475; McLeod, 573; Harris, (507-609; Rice, 737, 738 


Central Railway Clearing House: 

Departments Nicholson, 781, 733, 733 

Duties - Nicholson, 720 

Establishment of Nicholson, 719, 720 

Geographical extent Nicholson, 739 

Mem l3er ship . - - Nicholson, 730 

Central Traffic Association, jurisdiction Nicholson, 726 

Charleston- Ashe ville-Norfolk Case, defined McGovern, 683-68(5 

Charlotte, S. C., cotton, freight r&tm on Davant, 5, 8 

Chicago: 

Electric light, cost in Bemis, 98 

Gas, price in Bemis, 89 

Gas companies, capitalization of Bemis, 89 

Municipal railways, ownership of Bemis, 87 
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Chicago— Continued. Page. 

Southern lumber, receipts of . Markham, 432 

Southern trade, interest in . . . .. Wilson. 092 

Chicago and Alton Railroad, capitalization, recent increase, dis- 
cussed _ .... VV'oodlock,pp.458,4.‘)9; Schiff, 775 

Chicago, Burlington and Q,uincy Railroad: 

Extension to Pacific coast Wheeler, 747; Stubbs, 704 

Relations to Northern Pacific and Grreat Northern Wheeler, 71?; Stubbs, 765 

Chicago-Charleston rate, how made .. . McGovern, 684- 086 

Chicago-Norfolk rate, how made . . . . McGovern, 084, 080 

Child labor: 

Anthracite coal mines, employment in . . Saward, 510 

China, cotton goods, rates on shipments to - . . Dunlap. 3, 4 

Chinese characters, effect on American industry - - - . - Wheeler, 755 

Cincinnati: 

Chicago, cooperation with, for Southern trade Wilson, 692 

Freight traffic of . .. .. .. Wilson. 087, 700 

Louisville, rivalry with .. Wilson, 087 

Louisville and Naslivil 0 Railway Company, relation to . Wilson, 694 

Railway discriminations against . ... Wilson, 088. 689 

Southern trade of . . . . . . Wilson, 687 

Cincinnati, Hamilton and Dayton Syndicate, its relation to Southwest- 
ern Investment Security Company .. .. - -- . Wilson, 693 

Cincinnati, New Orleans and Texas Pacific Railroad Company: 

Cincinnati Southern Railroad, lessee of ... Wilson. 092-693 

Southern Railway Company, relation to .. Wilson, 693 

Southwestern Investment Security Company, relation to. Wilson, 693 

Cincinnati Southern Railroad: 

Construction of .. .. Wilson. 087, 092, 693 

Control of . inimical to Cincinnati Wilson, 094 

Cost of - Wilson. 093 

Lease of . Wilson. 092-094 

Southern Railway Company, relation to W ilson , 093 

Cities. (See Mumciijalitiefi.) 

Civil service, (See Ojjkeholdi mj clans. ) 

Civil service exam nation system: 

Application of, to public utilities Parsons, 151 

Benefits of. in municipalities Foote. 1 18, 119 

Difficulties of - - Benii8,99 

Municipal governments, need of. in Bemis, 102 

Municipal officers, not ap])licable to. in Masssachusetts Adams, 283 

Necessity of, in Government bii.sine^s . .. Clark, 230-232 

Telegraph employees, relation to . . Roberts, 270 

Classification Committees, duty of, in respect of single package . Langley, 869 
Classification of freight (see also Uiidcr classijicatam of freight; South- 
ern Classijicatiou (Uuniinllec). 

Discussed generally. Ripley, 302; Hayne, 418,419; 

Markham. 134,435; Griswold, (117- 619; McGovern, 652 
Armour Packing Company, change in. reijuested by ... McGovern. 671-672 

Attorney-General, no authority m reference to Langley, 860 

Changes, methods of making . . McGovern, 068, 671 

Cincinnati, inimical to . .. . . Wilson, 698 

Classes. number of. ... . Ripley. 302; Langley, 860 

Prior to Interstate- Commerce Law. classes, number of Langley, 860 

Commercial conditions, must meet McGovern, 668 

Commodity rates, system described and discussed. Griswold, 617; 

Talcott.632 ()3 :; McGovern, 674-676; Nicholson, 727 

Advance in freight classification not affected by Langley. 870 

Definition . Langley, 860 

Discrimination, not an unjust McGovern, 875 

How established . . McGovern, 065, 666 

Increase of . . . ... McGovern, 676 

Must be exceptional McGovern, 674, 675 

Necessity of Wheeler, 749; Stubbs, 766 

Reason for — McGovern, 674 

Remunerative to roads and to shippers McGovern, 675, 676 

Transcontinental traffic . . . . . Wheeler, 750; Stubbs, 763, 764 

Contracts, effect on future McGovern, 668 

Cost of transportation only a small factor in McGovern. 670 
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Cotton goods, difficulties of Langley, 806 

Difficulties of Langley, 808 

Factors entering into McCiovern, 070 

Freight traffic, effect of. on miscellaneous - . Langley, 870 

General list, number of items in . Langley, 860 

Interstate Commerce Commission, control over, advocated , . Bacon, 7 4, 76, H2 

Doubts of jurisdiction of - - -- Talcott,0:i:i; Langley, 800 

Interstate-Commerce Law. condition of prior to. — Lang ey, 800 

t^uasi conspiracy against, advanced Langley, 801 

Jurisdiction of different. . McGovern, 652; Wilson, 008; Nicholson. 720, 727 

Manipulation of Langley, 800 

Objections to .. Nicholson, 720 

Obligation on the part of shippers to observe Langley, 800 

Official classification, territory of . - . . Langley, 800 

Official classification committee, advances made by Langley, 800, 800 

Rates, changes in as affecting Langley, 805 

Comparison of — Langley, 804 

Effect on ... . . Markham,404, 435; McGovern. 054, 055. 007, 009 

Increase of . Ripley, 302; Griswold, 018,019; McGovern. 070; Langley, 800 

Relation of, to McGovern, 054-055; Langley, 800 

Shippers, c*an not accommodate individual McGovern, 009 

Soda and alkali products criticised Bacon, 72-71, 81 

Southern classification, discussed generally Guillaudeu,446; 

Talcott, 032-034; McGovern, 052, 053. 055, 003, 082 

Southern classification committee, revision by McGovern, 055-050 

Territories of . . Langley. 800 

Transcontinental traffic, basis of Stubbs, 703 

Uniform, advocated - - Bacon, 74, 70, 82-8 1 

Consolidation of railroads - Ripley, 302 

Desirability and difficulties Ripley, 302. 303: 

Griswold, 01 7-0 19; McGovern. 078; Wheeler. 719 

Disadvantages of lack of ... Ripley. 303 

Evils of lack of - Bacon, 74, 82 

Impracticability Talcott, 033; McGovern, 077; Stubbs, 700,767 

Instances of lack of Bacon. 73, 74, 81 

Possibility of - Bacon, 83 

Proposed method of adoption Bacon, 74, 70, 82. 84 

Railroads, no tendency on part of railroads toward Bacon, 83 

Clearing house, railway: 

Advintagesof Nicholson, 721, 723. 724, 727, 729, '131 

Advocates of . . . . . - . - - . - Nicholson. 72 1 

Business of Nicholson, 723 

E onomies of - Nicholson, 730, 731 

Employees of . - Nicholson, 723 

Euroiie, existence in . Nicholson, p8 

Interstate Commerce C’oramis.sion, no connection with Nicholson, 727 

Passenger business, no relations with .. Nicholson, 731 

Railways, relation to Nicholson, 723, 724, 727, 729, 731 

.System explained . . . - . - - - - Nicholson, 729, 731 

IJniversal, for America not possible - . . Nicho'son, 728 

Coal (see also Anthracite coal): 

Export trade Fleming. 540; Anderson. 643 

Southern ports Markham, 433; Talcott, 028 

United States and Canada - - . Howes. 714, 715, 717 

Freight rates on Bacon, 75-79: Woodlock,p.454; Griswold. 019, 020 

Pittsburg to New Orleans . . . . . . - - Bryant, 391 

' Importance to industrial life Anderson, 013 

Methods of marketing bituminous . Saward.oOJ 

Methods of shipment Fleming, 539 

Output of bituminous 

Pacific coast, supply of Wheeler, 

St. Louis, traffic at - Markham, 4~.0 

Coastwise transportation (see also IFafcr fran.sj(jorfa<iVm): 

Baltimore steamship lines described Griswold, 021,62^ 

Companies engaged in - McGovern, 004 

Freight, distribution of Hayne, 419 
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Coastwise transportation— Continued. 

Inspection Hayne, 417, 418 

Merchants and Miners’ Transportation Company, character of Hayne, 430 

Increase of traffic - Ha) ne, 133 

Passenger and freight compared - -- Hayne, 418 

Nationality of seamen . - Guillaudeu, 450. 151 

Obligations of companies under United States law Hayne, 414 

. . Guillaudeu. 444-415 

Talcott.()38; Wilson, 089 

McGovern, 003-004 

. _ Langley, 875 

Hayne. 131 

Pen/e. 413 
Langley. 805 
Bacon, 75-79 


.. . Howe, 704 
Howe. 704 
Griffith, 8 19-854 
Saward, 519 
Griffith, 857 


Old Dominion Steamship Company — 

Railroads, ownership of steamship lines by 
Rates, steamship, ditferential in favor of . . . 

Railways not affected by - 

Trade not interested in subsidy 

Wages — 

Coffee, advanced by Southern Freight Classification Committee 

Coke, freight rates, recent increase discussed - 

Collins Steamship Line: 

Loss ot steamers — 

N ot benefited by subsidy . - 

Colorado, alleged discrimination against. 

An thr aci t e coal , deposits 

Production in - - n -ffifi, 

Irrigation, development in - - - ... n o-o 

Manufactures in - --- i"; ' w'ro 

Colorado Fuel and Iron Company, freight rates on products Gnffith, 8.)0, 8o3 

Combination rate, defined - - • - ■ cflovern, 6 1 8 

Combinations, industrial (see n\so Agreement soj railromU: Cornmniutij 
of interest; Consoliihitiou of corporations; Pooling): 

Capitalization, compared with railways 

Proper basis of tin' 

Promotion, regulation discussed (xreene, 4(0. 4 ( ( , 

Competition, local price-cutting, prohibition opposed . . Anderson, Ool , 9.)3 

Effects - - 13acon. 77; Parsons, 157, 158, 159 

Private railways promoted by - .till 

Rates, enabled to get .loint ■ Tr'i’ 

Commerce and Industry, Department of, establishment a<lvocated 
Commercial museums, establishment and advantages of Wheeler, 753 

Commercial organizations advocate governmental ownership and oper- 
ation of the telegraph . . . . - - • - - ■ . , , 

Commission merchant, as distinguished from lobber... 

Commissions, payment by railroads to ticket brokers _^Lindenberg^^^^^ 

Commodity rates, {^ee (Classification of freight.) 

Community of interest (see also Agreements of railroads; Anthracite coal: 
Consolidation of railroads; Pooh ng ) : 

Economies, relative, as compared with consolidation (^reene, 48,> 

Effect of - 


McGovern, 078 


Extent of the i.rindpie S'.TTO 

ST''‘'o?nolirv“”*'' ■■ 'W0^l0*’,4(S3 

Nature of yoh< . Schiff,770 

Origin of idea . . -- - Rohiff 776 

Plana of combimng - - ^ 

Transcontinental railroads - - - - ’<5 

Sailing vessels - Schiff 777 

Continuous, law of - - ’ 
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Competition— Continued. ^ 

- McGovern. 079 

Freight rates, regulation — - - Griswold, 0i4. 625 

Industrial combinations, prohibition of local price cutting opposed Anderson, 

651,052 

Ocean traffic Stubbs, 758 

Railroads, abolishment of,* only remedy for rate cutting Ripley, 290 

Effect of , on facilities offered -- Ripl^ey, 294, 295 

On rates Ripley, 286, 296: Thomas, 552 

Elements of ‘ 

Injurious to railway interests - . 

Paralleling, wastefulness of . . - t.!? 

River transportation and railroads. Markham, 4^5-4.11 

Ticket brokerage favorable to Lin lenberger, 350 

IJndersirability of ex< essive - Thomas, 550, 551 

Southern transportation lines . . .. Guillaudeu, 445-446: Talcott, 627 

Telegraph companies, business better done through . ----- Chandler, 204 

Western Union Company and Postal Comiiany. competitors. Chandler, 

195, 201, 202 

World markets, effect in keeping down freight rate.s . , . - - Thomas, 551, 552 
Conciliation (see also .bb/Zro/noO: 

Desirability, for settling labor disputes . - — - - Greene, 4/4 

Concrressional committees, advocate governmental ownership and opera- 
tion of telegraph Roberts, 2()(), 267, 268 

Connecticut, railway distrimination in . 1 arsons, V.y.s 

Consolidated Gas Company of New York: 

Capital and business of — vw,*.,';',', • ’^'21 

Relations with U ni ted Gas Company of Philadelphia «eniis^8 / 

Consolidated Rubber Tire Company, capitalization and patents Rice, <43, (44 
Consolidation of corporations (see also Comhinatioin^y ladmtnal): 

Economies in , „v 

Electrical industries, economies of — roote, iio, 1 1 / 

(4as, effect of. on price of - - Reims, 8.^ 

Gas companies in Greater New York 

Lighting plants, advantages of b oote, l b 

Proposed method of regulation - - ‘ 

Telegraph coiiipanies - Clark, >14, >.14 

Tendency toward Bemis, 8() 

Consolidation of railroads (see also Commnuifu of iiderenty. 

Advantages to railways and community - - Greene, 4 i 4. 484, 487 ; Adams, 8>.^ 

Massachusetts Ji^kson.8L 

Classification of freight , effect in promoting unitormity . - - . Grgme, 48.) 

Cai)italization. effect on .. .. i 

Desirability .. - Adams, 829 

Discriminations.effect on -■ Greene, 487; McGovern, (»84 

Economies effected by — 

Effects discussed . — — 

Extent of - 

Finances, confusion of, through lea.sed road^ 

General, not desirable — . . - - 

Great Northern. Northern Pacific, and Burlington 
Law forbidding, Minnesota 


Greene. 485: Thomas, 5.')9 

. . - . liice, 7 12 

Parsons, 149 

Rice 739 

McGovern, 682, 683 

Wheeler. 747: Stubbs. 765 
Teisberg. (361) 


Pooling, does not do away with the desirability of 

Prohibition, influence in leading to - . - - Woodlock, 4 )v, 

Greene, 473; Thomas, .508; Anderson, 641 
Preferred stock, attempt to pay dividends on, by means of ^ - . . ^ireene, 472 

Rates, effect on. .... 

South, suggested extent of, in . 

Tendency toward .. . .. - Bacon, 77-79: Woodlock, 46>; McGovern, 6iw 

Southern States 

Transcontinental railroads, effect of '"64 

Union Pacific and Southern Pacific Woodlock, 462; Wheeler, 746; Stubbs. / 64 

Wages. effect on - - . - duller, 7i 

Construction of railroads ( see also Cod of eonstriicUon) : 

New Zealana. how regulated in ... . ...... - . . • ........ . . - ^33 


Paralleling, instances of 

Legislation restricting, advocated . 7'68 

Cooperative associations, California fruit producers StUDOS, mo 
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Cooperative Telephone Company, of Grand Rapids, Wis Parsons, 883 

Copenhagen, telephone service, rates, etc Bethell,803 

Copper wire, nse in telephones . Hall, 817 

Cornelia and Tallulah Falls Railway, business described Dunlap, 1,2 

Corporations {nee &]so Accomita; Comlmud lons^ huiustrial; Consolidation 
of corporal toos: Pub! icily: Promotion): 

American, methods of business compared with foreign Greene. 493, 495 

Directors, responsibility of . - . . _ . . Greene. 495 

Dividends, how declared - Schiff,773 

8to ‘k in scrip dividends prohibited. Massachusetts . . Jackson, 844 

Federal laws incorporating, deprecated _ ^ ^ . Greene, 482 

Honesty of . . . _ . - . - . . - Sehiff . 773 

Limited liabi ity, advantage of -- . . ^ Greene, 490 

Officers, responsibility of - . - . Greene, 495 

Patents, methods of promotion, for exploitation of Ru e, 732-731 

Regulai, 1011 . undesirability ot excessive Greene, 493-495 

Reports, desirability ot reiiuirmg . Wood lock, 100, 107 

Stock. (Government regulation of increa.se of, advantages of Ripley, 303 

Holding of shares of one corporation by another Greene. 478, 481 

Stockholders, list of, right to inspect. . Greene, 477, 478; Woodlock, 400, 407 

Minority, protection of . Greene, 17 i, 488,489, 495 

Venality of . - Foote, 115 

Corporation laws; 

Liberality, increased, advocated , , Greene, 478 

New Jersey, discussed ... - Greene, 477, 478 

Power over railroads through, in Massachusetts . Ripley, 292, 293 

Cost of consliuclion (railroads); 

Federal Government, investigation of, advocated . . Adams. 381-384 

Fr(Mght rates not to be considered in . Woodlock, 4.57 

Michigan, investigation ol . Adams, 374-382 

Minnesota . - - Tei8berg,365 

Relation to rates and capitalization .. - Woodlock, 457, 4.58 

Cost of operation: 

Decrease, tendency toward - — -- Bacon, 84 

Expenses, how classified .. Markham, 437-438 

Factors of . Parsons. 140, 141 

“ Fi.M'd ex])eiise, ’ defined - Markham, 437-438 

Reduction, recent, due to experience (Greene, 480 

Relation of fixed and variable charges -- Stubbs, 762 


Export transportation routes Griswold, 022; Talcott,628 

Exjiorts of - Markham, 431 

“ Float ng cotton," defined; advantages Markham, 440 

Freight rates, Carolina and New England points. Davant, 5,0 

To toreign ports, how made - - - Markham, 442 

Memphis Ireiglit rates . .. . — - Davant, .>-8 

Pooling n transportation of - --- 

Receipts at New ( Irleans - — - - Markham. 

Water transportation. effect on rates from Memphis . .. Davant, 6,7 

Cotton bales, advantages of different kiiuls - - Bryant, 390, 391 


Cotton factories- 

Denver, conditions in 

Railroads, assistance of 

Southern States discrimination in freight rates against 


Griffith, 8.50 
Dunlap, 3, 4 
Davant, 5, 6 


T/On guuua; , 

Bill of lading accompanviiig, effect of Langley, 866 

Difficulties of classihcalion - , 

Freight rates, affected by inspectors . Langley , 8G(^^ 

Less profitable than on cotton - - - - - Dunlap, 3, 4 

Southern States, low - - Dunlap, 3, 4 


Cotton schedule: 

Different terms of — 

Difficulty in classifying - ---- - ^f^^8ley,866 

Cotton traffic, amoniit ol . from South to North . Langley , .so i, 80o 

Couplers, engines should be equipped with automatic Fuller, 41 

Courts, strikes, attitude regarding . Fuller, 70 

Oowen, John K., evidence before the Industrial Commission, referred to. 
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Anthracite coal business . . - Stearns, 576, 596 

Lehigh Railroad, suit regarding anthracite freight rates . . Haddock, 535, 535 

Cullom bill, advocacy of Wilson, 7 00; Langley, »77, 878, 880 

Cutting of rates. (See Discriminations between persons ) : 

Delany, Patrick B., inventions of . Hitchcock, 891 

Delaware, capitalization of street railways in Bemis, 89 

Delaware and Hudson Railroad, relation to other companies Harris, 608 

Delaware, Susquehanna and Schuylkill Railroad, anthracite coal busi- 
ness - - W oodlock , 45 1 ; Stearns , 576 , 577 , 590 

Democracy, as atfected by industrial combinations - - . Parsons, 158, 159 

Demurrage charges, Minnesota Teisberg, 369 

Denmark, law of, es to seamen. Penje, 413 

Denver: 

Base line for freight rates at, advocated Griffith, 849, 854 

Cotton mills, conditions in . _ .. .. ... Griffith, 856 

Decision of Interstate Commerce Commission regarding rates Wheeler, 74(5 

Stubbs, 760 

Discrimination against, in favor of Eastern cities. . . . Griffith, 854, 857 

Freight rates to ... Griffith, 850, 855 

Gulf transportation to, rates of . .. - Griffith, 850, 855 

Jobbers, alleged discriminat on against - . . . Griffith, 854 

Manulacturesat .... . .. — Griffith, 850, 853 

Pacific Coast rates, alleged discrimin.ition in . . Griffith, 849-853 

Policy of railroads regarding rates . .. Stubbs, 760 

Department of Commerce and Industry, establishment advocated. .. 

Bacon. 77. 80; Anderson, 645 

Department of Labor, investigations of. in telephone service Berms. 101 

Department of Transportation, establishment advocated Bacon. 77, 80 

Department store, effect of, on jobbing trade Langley, 873 

Depreciation of corporate property, method of accounting for. . Greene. 493 
Detroit: 

Electric lighting . ... Bemis, 98; Foote, 114 

Grand Army building in Foote, 115 

Telephone service Bethell,807 

Differentials between cities (see also Discriininotions between j>I(ices)-, 

Amounts Griswold. 614, 615, 630 

Deprecated Langley, 873 

How fi.ved McGo\ern, 664 

Beale of, from Chicago to Eastern seaports Langley, 873 

Seabofird cities, origin Griswold, 613, 615 

Practice discussed (iriswold, 614, 615, 620, 633 

Unified control of railro ids not likely to remove . . Griswold, 633, 634 

Disasters, lake vesse s, how caused — Penje 408 

Discharge of employees, iniustice in certain cases . Fuller, 13 

Discipline, employees’, methotls discussed generally Fuller, 10 -13 

Discriminations, general (see also rates; Import jreicjhi rates): 

Community of interest, effect on Langley. 874, 875 

Detrimental to the South . Langley. 8(55 

Excursion rate.s . ... . - ... . Langley, 859 

In passenger rates, ticket bro ;er,ige diminishes Lindenberger, 333 

Stai)ility of rates, desirability . Thomas. 550 

Affected by railroad consolidation . . . Greene, 487; Mc(4overn, 683 

Discriminations between persons (see also Vnderbilling; Underelassifi- 
cation of goods): 

Alkali products, exi.stence denied Bacon, 84, 85 

Causes - . Parsons, 1 38, 133, 131 

Colorado, conditions in Griffith. 855 

Competition jirevented only by abolishing ... Ripley, 39() 

Competitive points, chiefly at . Ripley, 397 

Cooperation of railways to maintain rates Wilson, 691 -(593 

Decrease of rate cutting Woodlock,4(54: Griswold, 614; Anderson, 640 

Different kinds of - Parsons, 136 

Effect generally - Parsons, 136, 137; Ripley, 388-389 

Created by monopolies Parsons. 133 

Large shippers m favor of Parsons. 131, 133 

Empty cars, effect small Griswold, 633 

Evils of Parsons. 136 
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Existence ot, discussed . . Ripley. 28(1-287; McGovern, 074 

Extent of „ _ , _ . . Wilson, (195-090 

Fast-freiffht lines, rate cutting by. possibility discussed Griswold, OlIJ, 014 
Freight boxes _ .... ... . . Langley, 870, 877 

Georgia, existence denied . . . Dunlap, 2, 4 

Government ownership, removed by Parsons, 129, 188. 144 

Illustrations of . . . .. Parsons. 120-188 

Legislation, failure to reach . . Wilson. 097 

^Methods . Parsons. 128, 188; Ripley, 287, 288 

Underclassificatiou and undiTbilling . Ripley, 288 

Minnesota, existence of . . . . Teisberg,80G 

Oil companies . . . — Parsons. 180 

Penalty, suggested modification . McGovern, i)78-074 

Practiced by manufactur.ng interests Howes, HO 

Public opinion, indifference toward . ....... .. . Wilson. 097-098 

Rate cutting deprecated. .. . Nicholson. 728 

Effect in causing . . . — Ripley. 28;; Wlieeler.748 

Effect on traffic discns-ed Griswold, 015 

Railroads, attitude toward Ripley. 280. 291 

Kemediesfor . . Hryant, 890; Griswold, 015 

Water tr.insjiortation Griswold. 014 

Reduction of. reaMjiis . ... ..... (Irifiith. 855 

Southern railways . - - Wilson, ()88-(j89 

Stability of rates in Southern lerritory . . . . W ilsoii, 089, 090, (>98 

Telegraph companies, iiractices disc issed 

Clark, 210 211.228; Randall. 244. 257: Robi'rts. 273 
LTniformity of rates, desirability . . . Nicholson. 127, 728. Schiff, hO, 771 

Unjustifiable in carload and less than carload rates Langley. 808 

Discriminations between places. (Si'o also JU(siii</-i)oini nj/titevi : Dtlfer- 


Bryant. 88 r. 890 

. .... Ripley, 295 

. .. McGovern, 080 
McCiovern, 081 
.. . Parsons. 128, 182. 188 
. Ml (ioveni, 084-080 
McGovern, 084, 086 
Parsons, 120. 127, 180 
Anderson, 088 

Markham. 180-137 

Markham. 129 

.... McGovern, 064 

. . Langley. 872, 878 

Parsons, 150; Ripley, 295 
Guillaudeu, 447 
Bacon, 85 


eiitiaU; Sonthent States.) 

Generally - - - 

Abolishment, effect of 

Atlanta and Birmingham rates, ( ompared 

Atlanta and Savannah rates, compared 

Causes of . . . . 

Chicago to Charleston, rates, how made 

Chicago-Norfolk. rates, how made . . 

Cities, effect on . . .^ . - -- 

(’om])etition of markets will not permit serious . 

Competitive points, charachn- of .. 

Differentials, establishment of 

How fixed — - 

Eastern and Western rates - - - 

Effect of -- -- 

Freight traffic. Southern ])oiiit.s, course of, from. 

Long and short haul, alkali products, di crimination referred to 
Disi-rimination justified by water transportation 

Wheeler, t Ki; Stubbs. 7in , 758 

Justified within limils 

(ieorgia railroads. conditions on . ..... , Go at- 

Intermediate points effect ot discrimination on. Davant.B: NndioLoii, <25 
Minnessota law ... - ^oua’ 007 

Practical workings of - ' 7 ?m 

Railroad competition as justifying discriminations . . . Stubbs, 709 

Southern and New England cotton mills . --- Davant,o-H 

Transcontinental traffic, discrimination in, justified . . Stubbs. loS 

Long and short haul clause, basing-poiiit system, relation to . . Wilson, 697 
Effectof. - -- - - Ripley* 3^0 

Evaded by railways . . - 

Observance — _ 

Southern railways, abrogation by _ 

Suspension of - 

Methods 


Bryant, 887, 390; Griswold. 025, 626 
Talcott, 680-682; Griswold, 610 
. . . Guillaudeu, 447; Wilson, 096 

Bryant, 890 

Parsons, 128 

Montgomery and Mobile rates compared . McGovern, 081 

Noncompetitive places, high rates, etc . ... . . „ . 2?^ 

Pacific coast, rates from Eastern cities to. 


Wheeler, 748-750; Stubbs, 750-761 


SuSu^ Anderson, 089, 640, 647 
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Practice condemned Griswold, C17 

Rights of localities to their natural advantage ... . . .... Wheeler, 745 

Rural communities, effect on . . .. Parsons. 136, 187,136 

Southern States conditions in Ripley, 298-299; Wilson, 696: Guillaudeu, 447 

Principle of rate system McGovern, 678 

Standard Oil Company, favored bv . ... Parsons, 130 

Ticket brokerage depends on existence of . Lindenherger, 355 

Transcontinental rates dne to competition of Canadian Pacific. Wheeler, 748 

Stubbs, 768 

District of Columbia, capitalization of street railways in. Bemis, 89 

District of Columbia supreme court, telephone case, decision of, criti- 
cised . . Parsons, 176-179 

Dividends of corporations: 

How they should be declared . . . . Schiff, 773 

Proportion of, on Southern railways ... Markham, 436 

Westei n Union Telegraph Company Roberts. 370 

Drunkenness, diminution among railway emplo}*ees Anderson, 638 

Earnings of railroads; 

Bonds, low-interest, leaves more for stockholders Greene, 486 

Increase, recent, causes ol - Greene, 486: Nicholson, 728 

Not. per mile . . . . . Bemis, 91 

Passenger receipts .. Bemis. 91 

Proportion of on Southern railways Markham. 436 

Earnings of telegraph companies: 

Advantage of cable lines over land lines (Chandler, 303 

Western Union Telegraph Company . . Clark, 316; Roberts, 3 ?0 

Eastern Trunk Line Association: 

Freight differentials in Langley, 873 

Railways embraced by Langley, 873 

Electric light: 

Capitalization of private plants Bemis. SH 

(Changes from private to public operation of Bemis. 98, 99 

Cost of public plants in Aineri(>an cities Bemis, 88, 98 

Gas, relative' cost of, as compared with Adams, 38a, 38:j 

Public and private service <*ompared Parsons, 146: Adams, 383 

Massachusetts .... Adams, 378-380 

Electricity: 

Application to street-railway systems, effect of . ...... Adams, 835, 8*28 

Economic value for liglit and power Foote, 103 

Elevators: 

Combination, not known to e.xist Teisberg, 370 

New Orle.iiis . . Bryant, 393 

Policy of railroads towards. .Minnesota Teisberg, 370-373 

Private policies. Minneapolis. . Teisberg, 367, 368 

Sites on railroad land, law providing. Minnesota . . ... Teisberg, 370 

State regulation, Minnesota Teisberg, 367-370 

Superior, Wis., under Minnesota regulations ... . Tei8Wg,373 

Elkhill Coal and Iron Company, purchase by Ontario and Westi'in Rail- 
road ' (’liilds, 497 

Employees, railway (see also Kutplof/meiit; IxOior): 

Comparison with voting iiopulation .. Parsons, 161 

Government ownership, effect on Parsons, 1(>3, 164 

Number of . . . . .... Parsons. 163 

Rules regulating conduct .. . . .. Fuller. 10, 13 

Strain of work, increase in . . Fuller, 13 

Employers’ liability; 

Di8cu8.sed generally ... . . . Fuller. 35-10 

Common-law doctrine, injustice in present conditions Fuller, 35 

Court decisions, summary of ...... Fuller, 37-40 

Defects, liability for, decisions regarding Fuller, 3S 

Employees should have same rights as general public . Fuller. 35, 40 

Federal courts not bound by decisions of State courts. . Fuller, 37 

Fellow servants, discriminations drawn by courts in Pennsyl- 
vania . . Fuller, 87-40 

Liabi ity for acts, advoi ated . Fuller, 85, 40 

Legislation aud court decisions regarding, in Pennsylvania Fuller, 86-40 

Legislation, confused condition of Fuller, 40 



INDEX OP TESTIMONY. 


1113 


Employers’ liability— Continued. Page. 

Regarding contributory negligence, advocated _ , Fuller, 42 


Fuller 


Fuller, 10 
.. Fuller, :15 
. Fuller, 3"> 
Fuller. 30 
Fuller, 40 
13, 52, 50-69 


By Congress, advocated 
Extension of, effect in preventing accidents 

By States _ , . 

Railroad brotherhoods, resolutions regarding .... 

Railroads, unjust etlorts to evade . 

Relief department, release I rom. obtained by . _ 

Employment on railways (see also Employees; [jtbor): 

Age limit ... ... .. .. Fuller, 10 

Application, form of _ . . Fuller, 13, 14 

Employers, correspondence with former duller, 12-15 

Litigation with railways, ((uestions concerning. criticised . Fuller, 13, 15 

Terms and condition of entrance, generally . . . Fuller. 10, 15 

Engines, safety appliances should he reiiuircd — . Fuller, 41 

England: 

Auditor of accounts in — Beinis, 93 

Canadian ditferential tariff, benefited by . Howes, 710, T18 

C-ipitali'/.ation of corporations, regulations regarding Woodlock. 400, 101 

Capitalization of railroads .. . ... Woodlock, 401 : Thomas, 551 

Federated British Empire, possible . . Howes, 717 

Postal service in . _ . . . . . Clark, 208 

Public and private monopolies in.. . .. . .. ..... Bemis, 04 

Public utilities, ownership 111 ... . — Bemis, 102 

Regulation in .. Bemis, 93 

Railroads, service and rates compared with American . Woodlock, 100, ‘101 

Sailors, wages in . Penjo, 412 

Ship subsidy. 1 obey of .. . .. ... . liowes,7()7 

Street railways in, operation of .... . Bemis, 102 

Telegraph system, discussed generally Cdark. 210-220, 225 

Coniiiari'd with United States Parsons, 88*1, 887 

Deficit of Clark, 21 1 -213, 215, 225, 231 : Parsons, 88S. 880 

Expenses of (dark, 220 

Favored by government Parsons, 1 20 

Statistics of Clark, 213, 220 

Telephone conditions - Bet hell. 707-803 

Teleiihoni' servK e, operation of Bemis. 100 

Trade with In ew Orleans — Bryant 304 

Erie Railroad: 

Anthracite coal business. . . Thomas, 548-555 

Capitalization Thomas, 551, 550 

Freight rates on ...... .. - Thomas, 500 

Overcapitalization Woodlock, 153,456 

Purchase of Pfiinsylvania Coal Company. Woodlock, 152; Greene, 47;); 

Haddock, 521: Thomas, 552,55:1; McLeod, 572; Stearns, 580 

Stocks, prices of -- Woodlock, 150 

Erie and Wyoming Valley Railroad, purchase by Erie Railroad Thomas, 552 
Europe: 

Labor, low cost of — - - — ■ 

Telegraph service in . . - - - 

Telegraph service rates ► 

Telephone service in ... Bet hell, 784, 785 

Examination, physical, of railroad employees ... 

Excursion tickets: 

Dealt in by brokers . . 

Discrimination in rates 
Export rates: 

Advantage in making, lower than domestic . . Greene, -184, 185, 487,494 

American producers, justifiahi ity and advantage to Thomas, 557 

Canadian roads, not lower on . — Ripley, 209 

Discriminations, hearing on personal Ripley, 301 

Grain and steel rails - - Anderson, 043 

Import rates compared with . . - . . Langley , 870 

Interstate Commerce Commission, position in respect to Ripley, 299 

Justification of making lower than domestic — Greene, 484, 485, 487, 494 

Local rates, comparison with . . - Ripley, 300 

' Supreme Court, jiosition in respect to _ Ripley, 299, 300 

Uniform from east of the Mississippi to the Pacific — Ripley, 299 


Hall. 819 

... Clark, 207,208 
. Randall 214 
787 HOT; Hall, 819 
Fuller, 10,13,14 

Lindenberger, 319 
. . . Jjangley, 859 
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AdiSoi. of (roods to demand, desirability of '1?:’ 


Adaptation of (roods to demami, oesirau.m, - - 

Anthracite coal * " ' Fleming, :> Jo 

Fruit, canned goods, California ^ Greene^Si^Isf)’ 48?’ 40 1 

Importance to (iome.sUc prosperity. ^ ’SSt 

United States -- -- Alai khain, 401 

Express companies should be under Interstate Comnierce Commission . Adams, 08(1 

Failures in business, reasons for - - ■ - Foote, 1 Id, 1 1(» 

Fast-freight lines: i i 

Accounting of ... - - - 

Bills, system of prorating . - ^ - Nicholson, 71-9, idO 

Business of - - - Nicholson, 724, 725, < 28, 729. 781 

Characier, former and pi esent - - - Griswold. (>18. (514 

Discontinuance . — Nicholson, 728 

Division of cumin gs . - - Nicholson, 725 

Expenses of, how paid - - Nicholson, (JJI 

Orii*m of - - Nicho son. 721. 781 

Ownership of . . - - Nicholson. 72j 

Rate.spaid. . ... . . — - Nicholson, 725 

Relation to railroads Nicholson, 724, 725, 728, 729, 781 

Vanderbilt railway sy.stem . . .. .. - Nicholson, 724, 725 

Federal incorporation law deprecated . . . . Greene, 4S2 


Origin of . - 

Ownership of . . 

Rate.s paid . . ... . . 

Relation to railroads 

Vanderbilt railway sy.stem . ... 

Federal incorporation law deprecated 
Fellow servants. (See Emploficrt^ linbilih/.] 
Fishery industry: 

Described 

Not desirable to Americans 

“Floating cotton," defined and discussed . . 
Flour: 


Howes 717 

Howes 717 

. . Markham, 140 


Oriental trade in Wheeler. 7‘)] 

Rates on. com\)ared with export rates on grain . . Thomas, 557 

Receipts of. at New Orlean-s Markham, 427 

Flour Mills: 

Consolidation of. in Minnesota Langley, N70 

In Pennsylvania district Langley, 87(1 

Food, of sailors. Merchants and Miners' Tran.siiortation Company Ilayne, 41(5 
Foreign born: 

Anthracite coal mines Stearns. 595, 59(5 

Longshoremen, Great Lakes, nationality of Barter, 810, 81 1 

Proiiortion of, as lake sailors . . . Penje, 41 1 

Foreign vessels: 

At New Orleans Bryant, (898, 899) 

Crews of-. Bryant. 400 

Forgery, name of purchaser of ticket, discussed Lindenberger, 854, 855 

Franking privileges. (See Teletjraplu) 

France: 

Railroads, government rights of purchase . . Adams, 8S(5 

Relation ot State to . ... - - Adams, 88(5 

Telephone service condition . Bethell, 787. 788 

French cities compared with .similar American cities Bethell. 787 

Trade with the United States Howes. 714 


Franchises: 

Methods of acquisitions, telegraph companies Chandler, 19(5 

Perpetual, in England Bemis.91 

How to abolish . - - Bemis.i)'.) 

Street railways, indefinite, have worked satisfactorily Aflams, 829, 88(^ 

Value, railroads, method of computing Adams, 875-879 

Frazier v. Pennsylvania Railroad Company, employers’ liability case, 

discussed - - Fuller, 89 

Frederick, B. L., letter regarding railway relief departments Faller^52 

Free ships, not the same as free trade. . Howes. 712 

Freight committees, local Griswold, (512, (518 

Freight inspectors: 

Duties of, in relation to freight traffic . . Langley, 86 < 

Experts in their busini ss . .... Langley, 868 

Rules governing their duties Langley, 

Railroad associations, employed by Langley, 868 

Venality, opportunities of, for Langley, 868 
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Freig’ht rates (see also Claftftijlcaiiov; l>iseriminaHom lyetween citiea; 


Export rates) : 

Absolute amount less important than uniformity Teisberg, 366 

Adaptability of _ _ .. . . Schiff,774 

Advances in Langley, 860 

Ridlroads’ reasons for Langley, 860 

Alkali products, discussed Bacon, 72-76, NO, 81 

Average — Markham, 430, 435 

Comparison of Parsons. 133 

Average ton and iiassenger mile Parsons, 137 

Blanket description, case regarding Wheeler, 7 15; Stubbs, 750 

Boston . . Howes. 700 

From West Howes, 701 

Boston trade, effect on _ 1 lowes. 701 

Brokerage m, if possible, would be advantageous Lindenberger, 340 

Canadian railroads, effect of competition Thomas, 552 

Changes should not be made oftener than yearly .. Bacon. 76, 88 

Sudden, instances of _ . . .. Bacon, 74 

Classification of freight, how affected by . . . . Markham. 134, 435; 

McGovern, 654, 655, 677 

Relation of , to Langley, 860 

Coal, Phi ladelphia and Baltimore Griswold, 610, 620 

Coal and coke, recent increase discussed . .. _ Bacon, 75-70 

Commodity rates, how affe -ting Nicholson, 727 

Community of interest, effect of a Markham. 432-433; Langley, 874, 875 

Compartson of, American and European Parsons. 133, 136, 137 

Difficulty Parsons, 137-139 

Competition of world markets, effect on ... Thomas. 551 , 562 

Competitive influences restricting Griswold, 624, 625 

Consolidation, effect on . Markham. 432. 433; Woodlock,403 

Cost of construction should not be considered in determining. . Woodlock. 457 

Cost of duplication, relation to . . Woodlock. 457, 458 

Cotton, from Southern ports to Liverpool Markham, 442 

Cotton goods, discussed Dunlap. 3,4 

Rates as affected by inspectors Langley, 8(’'<' 

Cutting of (see Discriminations l>eiwee}i persans, rale cntfiiai) . . Ui[)ley. 286 

r\ . ..1 


Causes Teisberg, 361; Markham, 429-431 

Comparisons Parsons, 136 

During twenty years - Thomas, 560 

Denver, from Eastern cities Griffith, 850, 851, 855 

Differentials . Griswold, 611, 615, 620, 623 

Deprecated Langley, 873 

How fixed McGovern, 664 

Scale of, from C'hicago to Eastern seaports - . Langley, 872 

Discriminations in, between East and West Langley, 872, 873 

Distance, relative to . . .. Talcott, 630,631 

Freight committees, local power .. Griswold, 612 

Government ownership, effect . - Parsons, 137-139, 143, 145 

Grain, decrease, effects . . Teisberg, 367 

Decrease, Minnesota Teisberg. 364 

Rebates to elevators, Minnesota - - Teisberg, 372 

Import and export compared .. — Langley, 870 

Increase of . . Wilson. 698-699 


Effect in restricting business . Bacon, 75 

Recent, discussed .. -- Bacon, 74 79; McGovern. 655-658 


Influence on country’s development. . .... McGovern, 686 

Influences affecting . . ..... -- Markham, 428-430; Guil I audeii, 446, 447 

Inland and through, compart'd .. Langley, 870 

Interstate Commerce Commission, not a function of . ... ... Langley, 881 

Should have power to disapprove Langley, 882 

Iron and steel products, Colorado Griffith, 850, 852 

Jobbing trade, effect on „ . Langley, 871 

Local, compared with through Markham, 437 

Reduction of . Markham, 437 


No reduction of, in New England . . 


Parsons, 136 


Jlisaissippi River Bryant, 391-393; Markham, 428-430 

How regulated Bryant, 391 
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Freijfht rates—Oontinued. Fafire. 

Mississippi River — (Continued. 

Rates affected by - Markham, 428-430 

Reduction of . Markham, 430, 431 

New York Central Railroad, maximum on . iSchitf , 774 

Ocean competition prevents compensatory Stubbs, 758 

Ocean rates, influence on railways . . . . Markham, 429 

Ocean transportation Wheeler, 750 

Overcapitalization, effect on Woodlock,456 

Paner . ... Griswold, 019 

Policy in making Parsons. 134, 135; Markham, 434; Wilson. 008 

Complexities of . , Markham, 428 

Postage stamp, California fruit Stubbs, 769 

Power of railways to reduce rates . .. Wilson. 001; Lang ey, 882 

Propiirtional and through compared - - McGo\ern,077 

Rate wars, abolition ilesirable . . . .... Teisberg, 305 


Transcontinental railroads, competition with ocean transportation 

Wheeler, 744 

Reasonableness. American, lower than in any other country . Woodlock, 403; 

Thomas, 551 

Desirability . . . . McGovern. 007, 0f)8 

How determined in Minnesota . . . Teisberg. 302 

Maintenance ot excessive, by monopolistic power impolitic Thomas, 554 

Basis of determination .. . . . Ripley, 291, 292; Adams, 380,381 

Soda ash. baking soda, etc., discussed Bacon. ?2-70, 80, 81 

Southern States, Baltimore to Northei n and Southern ports Griswold. 020, 021 

From the East and West. co.npared Wilson. 087 08.J 

From New York to Guillaudeu. 145. 1 10. 

Increase discussed Langley 803; Dunlap. 2 -4 

Always high in . . Langley, 804 

Stab lity of, in the South . . Wilson. 089. (UMi, 098 

More desirable than excessively low Thomas, 5r)0 

State regulation. Minnesota Teisberg, 301-303 

Systems of making Langley. 800 

Transcontmenial traffic reduction in Stubbs, 705 

Trunk-line territorv, percentage system (.Iri8wold,025 

Un if or jn. advocated .... Bacon. 83: Ripley. 288, 289 

Unrt asonaide might compel Government ownership of railroads Anderson, 042 

Wages, effect of rate wars Fuller, 71 

Water transportation, mHuence<l by river rates .... . Markham. 437, 441 

Railway and river compared . Bryant. 387, 389, 390; 

Markham. 130; Guillaudeu, 444; Griswold, 020, 021 


Freight traffic: 

Amount of. from South to North . Langley, 864 

Effect of freight classification on miscellaneous Langley. 870 

Limit as to amount . . Schiff, 772 

Southern territory, division of by railways Wilson, 090 

Through traffic. We.stern, Southern Railway, participation . .. Griswold. 013 

Fro^s, blocking should be required liy law Fuller, 41 

Fruit industry: 

California Cooperative Associations . .. Stubbs, 708 

At New Orleans Bryant, 397, 308 

Pacific c ast. nature and importance ... . Wheeler. 753, 754 

Transcontinental freight rates Stubbs, 707 

Fruit trust: 

Effect of. on prices . — Bryant, 397, 398 

E.xtentof - - -- - Bryant, 397, 398 

Fuel, sale of , by employers at cost . . Holmes, 145 

Future contracts, how affected by changes in freight classification McGovern, 008 
Gainesville, Jefferson and Southern Railway, business described Dunlap, 1,2 
Gas; 

Capitalization of private plants Bemis,88 

Cost of. compared with electricity. Adams. 282, 283 

Manufacture . . . . . Berais, 89, 96 

Public works . - , Bemis, 88 

Plants, public works, small and large cities Adama, 282 

Electricity supplanting Adams, 282 

Priceof - Bemis, 89 

In New York Bemis, 94 

Profit in selling Bemis, 89, 90 
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Georgia, railroads, conditions in Dunlap, 1-4 

Georgia Railroad Commission, rates fixed by ... . _ _ ' ” Dunlapi 1 , 3 

Georgia Central Railroad, owner of line of steamers .. Hayne iio 

Germany: ’ 

Per capita trade of, with the United States . . Howes, 718 

Policy as to public utilities- . _ ... . ... Parsons’ 152 

Railways . .. Parsons. 121, 188-187! 152 

Discriminations abolished m _ . . .. Parsons. 183, 184 

Government ownership, results of Parsons! 152 

Rates on, to laliorers . . _ Parsons! 187 

Sailors, wa^^e8 in Penje!412 

Seamen, law as to . Penje!412 

Telephones, conditions in Bemis. 100; llethell, 791-7U8 

Glasgow: 

Street-railway system, an imperfect American system Adams, 828 

Rates in . Parsons, 140, 145 

Telephone service in . . Bemis. 100; Bothell, 708 

Gloucester, Mass. , nationality of those engaged in fisheries _ Howes, 7 1 7 

Good will, capitalization of value . .. . Greene. lOo! 491 

Government improvements, Mississippi River ... Bryant! -lOiJ 

Government license, for ticket hrokers, suggested Lindenborger! 888 

Government ownership (see also Mioiicipal oinirrsliip of public util- 
ifiei ^) ; 

Advantages of. . Parsons. 1 11, 148, 144, 150, KiO 

Civili ation,testof Parsons, 114 

Democracy, aid to . - Parsons, 158, 159 

Difficulties of Parsons. 1 (I I -1 (58 

Economies of Pamms. 1 25, 1 47 

Effects, on business Parsons, 15(5 

Oncivili/ation Parsons. 125 

On diffusion of knowledge _ .. . Parsons. 15(5, 157 

On diffusion of wealth . Parsons, 157. I5S; ycliiff, 777 

On the people generally. - Parsons. 107 

Growth of - . ... Parsons, 1(57-170 

Industries where practicable Parsons, 1' 1 

Intercourse facilitated by . Parsons. 125 

Method of effecting Parsons, 191- 198 

Method of operation under Parsons, 100 

Objects of Parsons, 148, 880 

Objections to. of private monopolies Parsons, 179, 180 

Offic ' holding class, effect on Parsons, 101 , 102 

PhiloBopliy ot . .. Parsons. 880 

Private monopoly contrasted with public ownership and cooptTalive 

operation . . . Parsons, 128, 124 

Principle of . . -. .. . Parsons, bit), 170 

Public belief in ..... ... ._ .. Eoote, 118. 115 

Public utilities, municipal ownership of ... Foote, 108 

Rates, lower ... .. ... Parsons. 1 18, 111, 115 

Results of, general. - ... ... ... Parsons, 1(50, 1(51 

Scope of . .. Parsons. 1(55, 106 

Tendency toward . . . Parsons, 1 1 1 

Theory of genesis of - Foote, 118.1 15 

Government ownership of railways: 

Advantages of , summari •'ed Parsons, 170-172 

Agriculture, aid to. - - .. .. Parsons, 187 

Antagonism of interest avoided by . . . . .... Parsons. 150 

Consolidation of railways Parsons, 149 

Deprecated - Wood lock, 4(58; Greene, 189; Schiff, 777; Adams, 82!) 

Economies of - - - Parsons, U 7, 14H, 1 70-178 

Education, aid to . - . Parsons, 187 

Efficiency of Parsons, 170-178 

Germany Ripley, 294 

Labor, aid to - Parsons, 180, 187 

Great Britain, number of railways in ... Parsons, 147, 148 

Private railways compared in the public service Parsons, 151; Ripley, 294 

Cost of management unnecessarily large Parsons, 148 
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Government ownership of railways—Continupd. 

Private railway's compared in the public service— ('outmiied. 

Difficuliies with, summarized Parsons, 170-172 

Influence on legislatures Parsons, 159, 160 

Objections to Parsons, 170-173 

Powers of Parsons, 15(), 159. KiO 

Promoters of trusts Parsons, 157 

Rates, effect Parsons, 134-135, 13H, 143, 144, 145 

Laborers on government railroads. Parsons, 130, 137 

Reduced by change to . . - Parsons, 135, 137-139, 143, 145 

Unreasonable, might lead to .. . .. . . Anderson, 043 

Results of Parsons, 158 

Safety appliances, polb-y of public and private railways as to. Parsons, 153, 154 

Should apply to all roaus if to any Ripley, 394 

Tariff, national, policy of railways in United States respecting _ Parsons, 153 

United States, number of railways in. . Parsons, 147, 148 

Government ownership of telegraph; 

Discussed Chandler. 203; Randall. 243-2 15; Hitchcock, 890 

Advocates of . . . . Roberts, 200-308, 273, 374 

Certain organizations, advocates of. . . Randall. 213. 2 hi; Hitchcock, 890-891 

Efforts for . . Roberts, 200-208, 273, 274 

Establishing, method of, proposed Hitchcock, 895-890 

Newspapeis. beneficial to . . .. ... . Randall, 340 

Objections to - ...... (dark, 230-232 

Saving by — . . . Hitchcock, 893 

Grade crossings, State regulations; 

Minssachusetts .. . . Jackson. 813 

Minnesota Tei8berg,303 

Grain; 

Export rates on . . Thomas. 557 

Farmers, shipment by Teisbcrg, 371-373 

Grades, methods of grading, Minne.sota Teusberg, 307-309 

Mixing of . . Teisbe^g^ 307-360 

Great Lakes, loading and unloading . Darter, 3 1 0, 31 1 

New OrLans, facilitie.s at. for handling Bryant, 393 

Receipts at - ... Markham. 126-437 

Ocean freight rates . .. Anderson. 043 

Grand Rapids, Wis., Cooperative Telephone Company of . .. Parsons. 883 
Grand Trunk Railway, business and connections Howes, 703 

Great Northern Railroad, carload rates in favo.' of Middle West 30b- 

hers - - Wheeler, 744; Stubbs. 700 

Cost of construction. Minnesota Teislierg, 305 

Northern Pacific and Burlington, relation to . Teisberg. 303-304: 

Wheeler, 747: Stubbs, 705 

Prosperity and effective management Woodlock, 400 

Grievances; 

Brotherhood (tf Rai ro<id Trainmen method of consideration of 

Fitzpatrick, 831 

Redress of , coastwise seamen ... Havne, 415-410 

Gulf transportation, Denver, effect on rates to Griffith. 8.1U. 855 

Hague, The, Telephone service Bethell,794 

Hardware, Pacific (.'oast rates, case regarding . . Wheeler. 743-748; Stubbs, 758 -703 

Harriman, E. H., (Jhicagoand Alton Railroad, relation to .' Woodlock, 458 

Henderson, Harry B., State examiner of Wyoming, work as Foote, 101, 105 
Hibbard, Spencer, Bartlett Company, relation to transcontinental rate 

suit ...... ... Stubbs. 759 

Hill, J. J., success as railroad m ’.nager Woodlock, 400 

Holland; 

Seamen, law as to * Penje, 413 

Telephone conditions .. Bethell. 793-797 

Hours of labor; 

American Telei)hone and Telegraph (Company . Bethell, 784-785 

Lake sailors . . - Penje, 4()3 408 

Lake Seamen’s Union, attempted regulation of Penje, 403 

Longshoremen, Great Lakes . . . . Barter, 311 

Telegraph employees . . - Chandler, 200; (fiark,324; Bethell, 784-785 

House of Commons, telephone investigations Bethell, 798, 799 

Hungarians, Employment in anthracite mines . ... . . .jt Stearns, 596, 696 
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Hungary: Pago. 

Rail way 8, operation in Parsons, 135 

Telephone service . . Betbeli, 790, 791 

Illinois: 

Antiscalping law, decisions on _ . Lindciiberger, 346 

Capitalization of street railways in Bemis, 88, 89 

Illinois Central Railway: 

Canadian Pacific Railway, connection with _ . Markham, 442 

Northern and Southern tonnage of, compared . - Markliam. 440 

Rates on . . _ Markham, 430 

Yazoo and Mississippi Valley Railway, relation to . . Marldiam, 441 

Immigrants, discriminations in favor of, in pas.senger rates .. Lindenberger, 356 

Immigration, importation of labor, anthracite mines . Stearns, 590 

Import freight rates (see also Eximrt ratt a): 

Asiatic products, policy of transcontinental roads . ^ _ Stubbs, 761 

Effect on American producer _ . Ripley, 301 

.Tustitication of maintaining low Stubbs, 763 

Protective tariff, efft'ct of, on ... - Ripley, :!0() 

Reasons for mailing lower than domestic, discusscMl ... _ (Ireene, 1H5 

Supreme Court, position in respect to . Ripley, 399, 300 

Import freight trade, New Orleans . . . Bryant, 3S9 

Indiana: 

Railway relief departments, legislation regarding Fuller, 50 

Street railways, capitalization of Berais,88,89 

Industrial combinations. (See ('(nnhinatioua.) 

Industrial Commission: 

Suggested investigations by . .. Bemis, 101 

Suggested recommendations by ... Bemis, 101 

Industry, Department of Commerce and, advocated Bacon, 77, 80; 

Anderson, 6 15 

Ingalls, M. E., evidence before Industrial Commission, referred to ... Fuller, 34 
Injunctions: 

Discussed generally . .. Fuller, 17-34 

New York, recent, referred to ... 18 

Northern Pacific Railioad case . Fuller, 17-33 

Toledo, Ann Arbor aud North Michigan case Fuller, 17 

Injuries. (See Aceidmis, Employers' liobildy,) 

Inspection of accounts. (See 

Insurance, coastwise transportation (luillaudeu, 449 

Marine, foreign and domestic, compaied Guillaudeu, 450 

Rates, foreign and domestic, compared GiiillaudGU. 450 

River craft - - Bryant, 392 

Interest, railroad bonds, reduction of rates (.4reene, 486 

Interior Department, United States, telephone service of Parsons, 173, 

17S.179,883; Pethell,786 

International Ocean Telegraph Company, relation to Western Union 

Telegraph Company Clark, 328-229 

Interstate Commerce Commission: 

Accidents, reports of . to Fuller, 41 

Accounts of railroads, increased powers over, advocated . Adams, 383-385 

Inspection of, discussed . . — -- Foote, 133; Greene, 479,480 

Advocated . — - - - - 

Deprecated . - ■ . - - Woodlock,464 

Reports of railroad companies, advantage in reipiiring . . . Woodlock, 464; 

Nicholson, 737 

System prescribed by commission -- Nicholson, 730 

Uniform, advocated - . Nicholson, 737 

Antiscalping laws, attitude toward Lindenberger. 330 

Capitalization and construction of railroads, relation to .. Woodlock, 460-462 

Commissioners, should have life tenure . . Langley, 880. 881 

Consolidation of railroads, effect on power regarding rates. Greene, 473 

Coxe Bros. & Co., case before . Haddock, 535, 535 

Decisions, desirability of promptness Stubbs, 766 

Enforcement of, pending appeal, advocated . . Davant, 6; 

Woodlock, 461, 465; Wheeler, 475; Haddock, 534; Griffiths, 857 

Delay in its business Langley, 879 

■DiBcriminations, inability to prevent Ripley, 290; Guillaudeu, 447, 448 


16a 71 * 



1120 


INDEX OF TESTIMONY. 


Interstate Commerce Commission— Continued. Page. 

Distrimination between places, fixing of rates by, not as effective as 

pooling - - . . Ripley, 290 

Freight classification, commodity classification. .. Nicholson, 727 

Control opposed Griswold, 618; Talcott,G;{3 

Doubts as to its jurisdiction over . Langley, 860 

Proposed methods of adoption - Bacon, 74, 76. 82, 84 

Functions of . Langley, 878-882 

Hearings before Wilson, 699 

Judi{ ial body, should be a Langley, 881 

Obiectof _ ... Parsons, 128 

Pooling, control of . ... ...... . .. Wheeler, 749 

Powers and duties of, discussed . . . . . Woodlock, 463-465; 

Thomas, 558; McGovern. 6iU), 667; Wilson. 699, 700 

Impaired functions of .. Wilson. 6i)0. 691, 6t»6,6!)8, 699 

Increased, deprecated . . McGovern, 685 

Favored.. Bacon, 77; Teisberg, 372; Wilson, 698-700; Lang'ey. 8r7-882 

Railway clearing house, not sub’,ect to . . .. Nicholson, 727 

Rate.s, effect, in making reasonable . Woodlock, 468 

Inability to make . ... ... .. Wilson, 690, 691,096,698,699 

Pacific coast, case regarding . ... Wheeler, 743, 7 18; Stubbs, 553, 556, 557 

Power to rei;ulate, advocated- Ripley, 29t); Haddock, 534; Griffiths, 857; 

Langley, 882 

Deprecated ... Woodlock, 164; Thomas, 557; Griswold, 635; 

McGovern. 665, 606; Stubbs, 766; Jackson, 848; Langley, 881 


Reports of ... .. . Parsons, 128 

Standard Oil Comiiany. investigation by . Parsons, 130 

Interstate commerce law: 

Amendments proposed Da van t, 6; Langley, 877. 880 

Classification of freight, advance in (juasi conspiracy against Langley, 861 

Classes, number of, prior to . - . - . - Langley. 800 

Condition of. prior to Langley, 8(,0 

Effect of, on.. . Langley, sou 

Discrimination, ])owerles8 to jirevent . . .. Brvant, Osr, 390 

Failure to enforce ...... ... Parsons, 128 

Pooling clause, effect . Talcott, 627 

Steamboat rates, not applicalde to ..... Bryant, 387 

Interstate-commerce law convention, recommendations of — Langley, 879-881 
Intoxicants: 

Brotherhoods, rules against Fuller, 71 

Railroad regulations regarding Anderson, 638 

Inventions: 

Favored by telegraph companies Chandler, 200 

Policy of Western Union Telegra])h Company toward Clark, 229; 

Randall, (249,250,251,253) ; Roberts. 270; Hitchcock, 891, 893 
Investors {6eQ &\bo Capital izaiitm. Pnmiottoiu Publicity): 

Interests closely allied to those of public Greene, 495 

Protection of Greene. 476 

Iowa: 

Capitalization of street railways in Demis, 88, 89 

Railway relief departraentts, legislation n'gardmg . Fuller. 50 

Iron and steel manufacture. Pacific Coast . Wheeler, 752, 753 

Iron and steel trade, Colorado, conditions in Griffith, 852, 853 

Iron ore, loading and unloading. Great Lakes Barter. 311-'313 

Irrigation, Colorado, development in . . . ... Griffith, 857 

Isthmian Canal, Government construction advocated ..... Anderson, 638, 644 
Italian labor: 

Frnit traffic - - Dryaiit, 397, 398 

River commerce unsuitable for . - . - - Bryant, 397 

Italy, trade with United States, per capita Howes, 714 

Railways, report of commission on . . . Parsons, 180, 181 

Telegraph system ... Randall, 244 

J apan, trade with the United States, per capita Howes, 714 

Japanese immigrants, Pacific Coast, character of ... — Wheeler, 755 

Jenkins, Judge, injunction in Northern Pacific Railroad case. . , Fuller, 21, 22 
Jobbers: 

Commission merchants distinguished from .. Langley, 871 

Denver, alleged discrimination against 849-854 

Elimination, causes for his Langley, 871, 872 

Jobbers’ rates defined McGovern, 662, 668 
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Wheeler, 74;!, 7 IS; Stubbs, 7r)8-7():J 
( ^ rim wood, 13;2 


Langley. 873 
Langley, 871 
Langley, 873 
Langley, 871 
Langlov, 873 
Knller,47,53 


J obbers— Continued 

Pacitic {.'oast, case regarding rates to 
Trade, cordage, iiosilion in 
Jobbing Trade: 

Causes affecting ... 

Decrease of in New York . . 

Department store, bow affecting. . .. 

Freight rates, as affecting ..... 

Tariff law, how affecting 

Johnson, E. R., testimony licfore liidiistnal (>oiuniission, refcrr(‘d to 
Kansas City, Pittsburg and Gulf Railroad, tinanchilmanagoinent 

Woodlock, 4(tl,403 

Kentucky: 

Capitalization of stri'et railways m. .. . . Demis, 88, 80 

Position of legisl-iturein respect to news monopoly . Roberts 37:} 

Kiiidell r. Atchison, Topeka and Sante Fe Railroad, case refena d to 

Griffith, N.‘» 1.853 

Knights of Labor, antiscalpnig laws, attitinlo toward . .. Ijindciiliorger, ff30 
Labor (sec also lUdvkh.'ifiiKj; Kmploi/irs; EmploncrsUabiliiij; Phiiphiijuicut: Hours 
of labor ; Slrilas. 115n/c.s): 

American, superiority of Howes, 105, 708 

( 'omparison of efficiency of, in different countries . _ _ Parsons, i:{8. Iff!) 

Mi^slhSll)pI River bouts .. ... . ...... Pryant, -‘iffo-iJOr 

Old Dominion Steamsluii (.'ompany conditions ( iuillaudeu, 14!), 150 

Percentagi' of ONpciises . . . (hiillaudeii, 150 

Public monopolies, comjiarison with private conditions . . . Demis, Off, 100 

Comlitioinn . ... .. Demis, 95 

Western Union Telegraph (’ompany, conditions Parsons, 190, 191 ; 

Clark. 3K. Roberts, 3(19,371 
Labor, Department of, investigations of, in teleplione service . . Demis, 101 

Labor organizations (see also l>iothrrho<uls): 

Agreements with employers, longshoremen .. 

Railways, e.xbmt and advantage of system 
Antiscaljung laws, attitude toward ... . 

Denelits and (hies . . . .. 

Siekand death, Long.shoremen 

Desirability affirmed - .. 

Di.seriminalKm against members 

Western Union Te’egraph Company 

Drunkenness dhseouragod by . . .. 

Ineorpoiatiun advocated 

Intel national Longsbon-men's Association, organization and working • D*arter 
International T} pogr.i pineal LTniun, attitude toward (.fovermnent 

telegraph ... Randall, 341-305; Roberts, 300-374 

Lake Carriers’ As.smuation. described . Penje,401 

Relations with Longsliori'men Darter. :J08, 809 

Lake SoaiiK'n's Union . Pen ,e, 100 -403 

Death benefit of . Penje, 100 

Initiation f( e , . Penje, 400 

Li( I nor traffic, relation to . .. Darter. ;)0S-:{13, 310 

Membership, employers forbidden to hinder, Pennsylvania: advantages 

(Jarland, 101 

Pennsylvania Railroad friendly to . ... .. Fitzpatrick, 838 

Reading Railroad antagonistic to Fitzpatrick, 833. 8;{4, 837-840 

Recognition, advocated — Greene, 471; McLeod, 575; Anderson, 039, 648 
Relief departments of railroads, tendency to oppose . . Fuller, h'), 49, 57, 59, 07 

Right of workingmen to organize .... Harris, Oil 

Results of. . ..“ . .. ... Par.sons, 151 

Strikes di.aini, shed by Longshoremen . Barter, 30r. 308, 315, 310 

Telegraph emplo} eos Chandler, 300 

Wages, effect on .. — . Penje, 401 

Western Union Telegraph Company, relations to. Clark, 333 

Lake Carriers’ Association: 

Described . - . . Penje, 401 

Relation with Longshoremen Barter, 308, 309 

Lake navigation (see also ]]^ntrr navigation): 

Amount - Anderson, 038 

Closed season Barter, 317 

Disasters - - Penje, 408 


.. . Darter. 309-3 17 

. - f'uller. 10 

Lindmiberger, 338,330 
Penje. 100,401 
Barter. ;i07 

Walter, 510 

- -- - . Fuller, 10 

Robert 8, 309 

... Darter. 308-3 13, 310 
Haddock.p. 533 
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Lake navigation—Continued. Pago. 

Increase of tonnage .. Penje,403 

Rail and lake routes, Baltimore and (’hicago Griswold, 614 

Sailors, condition of, generally _ - Pen je. 403-411 

Vessels, described . Penje, 410 

Insufficiency of crews of _ . ... .. Pen.ie, 404-408 

Overloading of . _ .. . ... .. . Penje, 404, 405 

Lake Seamen’s Union: 

American Federation of Labor, connection with . Penje, 401 

Benefit features Penje, 400 

Description . . . - - . Penje, 400 

Dues and per capita tax Penje, 400, 401 

Local u nions Penje, 400 

Members, how employed - Penje, 403 

Number of Penje. 400 

Treasury . Penje. 401 

Wages, influence on . . Penje, 401 

Larceny, on State waters, not punishable under United States law 

ILiyne, 411,415. 421 425 

League of American Municipalities: 

Meeting of, at Charleston ... - Foote, 104-111 

Resolution. .. Foote, 111 

Legislation (see also under subjects): 

Corporation laws, New Jersey Greene. 477, 478 

Employers' liability _ - . - . . Fuller, 35-42 

Interests of investors and employees must be considered _ Thomas. 500 

Navigation repeal oi laws favored Howes, 705, 708 

Criticism of United States laws Hayne, 414 

Ohio Municipal Code Commission, suggestions of Foote. 1 10 

Railway, frog blocking should be required Fuller, 41 

Overhead structures advocated Fuller, 41 

Relief departments . Fuller. 50-52, 09 

Underbilling, to prevent . McGovern. 073 

Street railways, should be revised Adams. 820, 830 

Sunday labor, advocated by Congress — Fuller, 34 

Lehigh Valley Railroad: 

Anthracite coal business Walter, 543-548 

Co.xe Brothers and Company, suit against , Haddock, 525 535 

Letter-telegrams, proposed system of Hitchcock, 894 

Levee system, effect on river navigation . Bryant, 393, 394 

Lewis V, Seifert, employers' liability case, referred to Fuller, 39 

Leyland Steamship Line: 

Capitalization - Howes. 705, 708, 709 

Profits of - - Howes, 709 

Liquor traffic, labor organizations, relation to Barter, 308-312, 316 

Live stock, Sunday trains not necessary . Fuller, 29 

Liverpool: 

Cotton, freight rates to ... . . . . Davant. 5, 6 

Telephone service, compared with Amsterdam . . Bethell, 794 

London: 

Telephone service . .. Bethell, 787, 797-799, 801 

Rates - -. - Bethell. 801 

Compared with New York ParMins, 883 

Wages - Bethell, 803 


Long and short haul. (See IHseriviinatiotts between plaecK.) 

Long Distance Telephone Company. (See American Telephone and 


Telegraph Company.) 

Longshoremen: 

Great Lakes, nationality of Barter. 310, 311 

Old Dominion Steamship (Company, conditions . Guillaudeu, 449, 450 

Stevedores. Merchants' and Miners' Transportation Company . Hayne, 415417 
Longshoremen’s Association, International: 

History, policy, and results - . Barter, 307-317 

Membership ... . - Barter, 307, 314 

Louisville, opiiosition to Cincinnati and Chicago for Southern trade — 

Wilson, 687, 692 

Louisville and Nashville Railroad: 

Cincinnati, interests in Wilson, 694 

Comparison of rates on Parsons, 188 
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Louisville and Nashville Railroad— Continued. 

First road from Ohio River south ... . . Wilson, C87 

Long and short haul clause, policy toward. Wilson, 096 

Paternal policy of Wilson. 095 

Pennsylvania Railroad, proposed relation to Wilson, 094 

Lumber; 

Loading and unloading, Great Lakes. . . Barter, 315-015 

Interests opposed to reciprocity treaty with Canada . Howies, 717, 718 

State of trade . . Markham, 432 

Transportation ... . Markham, 431, 432; Talcott.029 

Machine telegraphy: 

Cost of operating . ... Randall, 251 

Described ... Randall, 249-251 , 202-205 

Experiments in . . . ... . Randall, 2 19, 250 

Ownership of patent for . .. Randall, 252-254 

Machinery, use of labor-saving in public utilities . Bemis, 95, 90 

Mails, strikes, elfect of laws regarding Fuller, 70 

Manchester, England, telephone service compared with Amsterdam 

Rethell.794 

Manhattan, Kans., telephone service ... ... Bemis. 101 

Manufactures, California, development of ... . . 752,753 

Maryland: 

Coal interests Howes, 715,717 

Street railways in, capitalization of . ... . . Bernis. 89 

Massachusetts: 

Bonds limited to amount of capital .stock Jackson, 814 

Corporations, law controlling capitalization of Woodlock, 460, 462 

Electric light and gas commission Bemis, 91, 92 

Electric-light plants, investigation of Adams, 275-283 

Grade crossings, abolition of Jackson, 843 

Municipal monopolies, authority to regulate charges of Bemis, 92 

Municipal officers Adams. 283 

Population of cities of Adams, 280 

Publ ic utilities, municipal ownership of Bemis, 92; 

Foot e, 1 20, 1 2 1 ; Adams, 275 

Regulation of Bemis, 88-92, 101 

Stock and scrip dividends prohibited Jackson, 844 

Street railways in. capitalization in Bemis, 88 

Telegraph service Clark. 208 

Massachusetts Central Railroad, method of State board in fixing value 

of stock J ackson, 847, 848 

Massachusetts Electrics Company Jackson, 845, 846 

Massachusetts Railroad Commission: 

Powers and results Bemis, 91,92; Jackson, 841-848 

Recommendations sustained by public sentiment Jackson, 846 

Report of, on Boston and Albany R. R Parsons, 1 29-131 

On freight discriminations Parsons, 120, 133 

Memphis, freight rates and conditions . Davant, 5-8 

Memphis Freight Bureau, described . . Davant, 5 

Merchant Marine, American (see also Ship aubmlies): 

Comparative business of Howes, 704, 704 

Decline of, and reasons Howes, 702, 703 

Fluctuations of . . Howes, 702 

Tonnage, American, cost of transportation. Howes, 709, 710, 711, 712 

Vessels, foreign and American, at New Orleans Bryant, 398, 399 

Merchants and Miners’ Transportation Company: 

Employees, conditions Hayne, 413, 415-423 

Contract with . Hayne, 413-416 

Policy toward Hayne, 413, 422 

Wages of Hayne, 415,417 

Financial condition . . Hayne, 423 

Lines of Hayne, 418 

' Passenger rates - Hayne, 419, 42(1 

Stevedores .... Hayne, 41 5-417 

Subsidy, not interested in Hayne, 421 

Traffic, character of Hayne, 420 

Increase of - Hajuie, 423 

Vessels Hayne, 413,428 
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Page. 

Merchants’ Association of New York: 

Aims - - - - - Langley, 850 

Establishment . ^ - - - Langley, 859 

Members, duties of . - Langley, 859 

Number of . . . - Langley, 859 

Organixatiou Langley, 859 

Message rate system. (See 7V7f7>/n>nrs.) 

Messages. (See Tvhyrnph.) 

Metallic circuit, telephones, employuioiit in Hall, 817-^18 

Mexico, per capita trade with United States -- . Howes, 714 

Michigan: 

Lumber industry . Howes, 718 

Street railways in, capitalization of _ . . . . _ _ . Boniis, 88,89 

Kailroads, taxation , . . . . Adams, 574. 885. 584 

Valuation of . Adams, 574 583 

Michigan Alkali Company, methods of biisinessnnd conditions Bacon, 73, 75, 80 
Michigan Central Railway Company, withdrawal from Clearing 

House .... - - - - Nicholson. 730, 739 

Mileage books: 

Different forms .... . . .. . . Lindeniierger, 518. 519. 5)53, 555 

Purchase by brokers from railroads Lindenberger. 518. 510 

Restrictions not (Uitoreed .... .... Lindenberger. 518 

Minnesota: 

Ele\ ators and gram inspection, conditions in . . Teisberg 

Examiner ot Foote. 105 

Lumbenndustry _ . .. - I [owes, 718 

Railroad eonditions in ... ... Teisberg, 503 -5)(;.") 

Railroad and w<irebouse commission. oiieration of Teisberg. 5>i;i -505, 508 

Street railways in. capitalization of Hemis, 88, sp; Ri[)ley, 388 

Misclassification. (See Uii(l<'>rl(is>iilir<tht>ii.) 

Mississippi Railroad Commission, letter to Me(iovern.053 

Mississippi River: 

Barge lines on -- Marklnun. 136-453 

Boats, cost of - - Hryant, 593 

Insurance on Bryant. 593 

Labor on Bryant, 595. 597 

Commerce of. generally .... Bryant, 587-589, 593,591 

t’hangesin . ' - Bryant. 587. 593, 595 

Decrease of . M.ir.dmin. 135, -130 

Methods . . - Bryant. 589 

New Orleans . Bryant, 591 

Railways, how edeeted by .. .. Bryant, 587 , 588 

StJitisties of . - ... Bryant. 588, :589; Markham. 135.430 437 

Dee]iening the mouth ot, necessity for .. Markham, 151 

( rovernment appropriations to improve, and results Bryant, 587, 

588.593,591.595 

Lumber transportation, decrea.so in .. . Markham. 151. 153 

Navigability, extent of Bryant, 589 

Navigation, dillicult'.es of . — . Bryant, 590, 5)93 

Rates, river and railways, compared . Bryant. 589, 590 

Tonnage - - - Markham, 135 437 

Transportation on - - - Markham, 135 

Mississippi Valley: 

Coal industry - Markliam. 155 

Railways Markham. 135 

Trade centers Markham. 430 

Mississippi Valley territory of Illinois Central Railroad . Markham. 15)9 

Missouri, ca])italization of street railwas sin Bemis. 88, 89 

Mobile, Ala., rates, compared with Montgomery rates Mctiovern, 081 

Money, sources of American . .. — . -- Schiff,777 

Monopoly (see also CoiiHolUlation; Covibi nation ts; (iuwrnmad Owmr- 
ffhip}'. _ 

Definition of . _ - Parsons, tOo 

Private a ms of Parsons, 111,115,1 59, 1 1)0 

Effect on ])iil)hc bfxlies - Parsons, 160 

Effect on rates - Parsons,^! 

Montana, telegraph sorviro . Clark, 308 
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-- McGovern, 681 

Method of making . . . McGovern, 081 

Morgan, J. P: 

Anthracite coal industry, relations to . .. .. Woodlock, 453, 456 

New York, New Haven and Hartford Railroad, relation to . . . Woodlock, 456 

Movement expense, defined . . , Markham, 467, 438 

Munich, telephone service . Bethell, 793 

Municipal ownership of public utilities (see also (roccnimoit Oirncr- 
.s7^ty>): 

Effect of , on public employees . .. Berais,96,97 

Electric, ])lant8, Massachusetts, comparison with i)nblic jdants .. . 

Adams, 376-283 

ISatisfac,t6ry service of . . . . _ Adams, 381 

Tendency toward. _ Adams, 281 

Growth .. Bemi8,97 

Influence upon the community. . .. Bemis, 100 

Insufficiency of information concerning . .. . .. Foote, 118 

Massachusetts, provisions of law regarding Bemis, 93 

Objections to .... . .. Foote, 117 

Study of . . Bemis, 04 

Municipalities (see also Acconiita: Ciril-SciTtrc Kxami nation System: 

Le.(i(fnr of American Mnniripniities: Public Utilities): 

Comparative growth of American cities . . McGovern, 686 

Officers of,. in Massachusetts ... . .... Adams, 283 

Teleiilione service of American cities compared with similar French 

cities . . Bethell, 787 

Mutual Fuel Gaslight Company of Hyde Park, consolidation with Peo- 

pies Gas Company . . Bemis, 80 

Mutual Telegraph Company, absorbed by Western Union Telegraph 

Company ... .. .. . .. Rol^erts, 373 

Nashville: 

Railway advantages ... Wilson. 692, 693 

Railway rates to. .... Wilson. 696, 697 

National Board of Trade, favors governmental ownership of telegraph 

Randall, "^44 

National Farmers’ Alliance, favors governmentJil ownershii) of tele- 
graph . . Randall, 343 

Navigation laws, United States: 

Repeal favori'd ... ... . ... . Howes. 705, 708 

Criticism of Hayne, 414 

Negligence, contributory, legislation as to effect on liability Fuller, 43 

Negroes, on Mississippi River boats . . Bryant, 395-397 

New England: 

Anthracite coal, freight rates and methods of shipment Childs, 500 

Thomas, 553; McLeod, 561, 562; Stearns, 585 

Canada, favors reciprocal trade with Howes, 718 

Lumber market — - - . — Howes, 718 

Nova Scotia coal, desirous of .. Howes, 715,717 

Railways, local rates on Parsons, 136 

Reading Railroad, entrance into. 1892 ... McLeod, 667, 574 

New England Waterworks Association, referred to Bemis, 94 

New Jersey: 

('apitalizati on of street railways in — Bemis, 89 

Corporation laws . . . . Greene, 477, 478 

Stock books of cori)oration8, alleged evasitm of laws Greene, 478 

New Mexico, freight rates from Denver . ... Griflath,856 

New Orleans: 

Coal trade and supply Bryant, 394 

Commerce, increase of. Bryant, 399 

Elevator system . — Bryant, 398 

Gram, facilities for handling Bryant, 393 

Negroes of . . — - Bryant, 395-397 

River traffic at — Bryant, 391 

Trade at; English . Bryant, 294 

Export - . ... ... . Bryant, 393 

Foreign. -- Markham, 436; Bryant, 398, 399 
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New Orleans— Continued. Page. 

Trade— Continued . 

Fruit Bryant, 397, 398 

Import - Bryant, 889 

VesBtds at, American Bryant, 898 

Foreign Bryant, 898, 399 

Tramp Bryant, 898 

New Orleans and Northeastern Railway Company, relation to South- 
western Investment Security Co - Wilson. 698 

New South Wales, railway policy - ^ . Parsons. 121) 

New York, New Haven, and Hartford Railroad: 

Discriminations by Parsons, 138 

Freight rates on anthracite coal Thomas, 553 

Morgan, J. P., relation to Woodlock, 456 

New York, Ontario, and Western Railroad: 

Anthracite coal business - Woodlock, 452; Childs, 490-505 

Relation to other railroads - Harris, 598, .599, 608, 608 

New York Central Railroad, connection with Childs, 504 

Purchases of coal lands Stearns, 589 

Reorganization and capitalization Chiids, 502 

New York, Susquehanna, and Western Railroad, controlled hy Erie 

Railroad Thomas, 552 

New York Central Railroad: 

Capitalization Parsons, 154, 155 

Lease of Boston and Albany Railroad. Parsons, 129; Howes, 702 

Passenger rate, maximum .. . Schiff, 774 

New York City: 


Competition with ~ 

Boston - . - - Langley, 859 

Chicago and St. Louis Langley, 874 

Phila<lelphia Langley, 859 

Western cities Langley, 859 

Differentials, injury hy freight Langley, 874 

Discriminations in favor of Wilson. 688. 689 


748-750; Stubbs. 757-761 

Ownership of municipal railways Bemis, 87 

Spot wheat at Howe ^ 701 

Street railways, capitalization of Bemis, 89 

Telephone service Parsons, 888 

Compared with Paris and London Parsons. 888 

Trade compared with Boston . Howes, 700 

New York'Richmond rate, compared with New York-Norfolk rate 

McGovern, 665 

New York (State): 

Antiscalping law unconstitutional, decision Lindenberger, 841 

Laws, nnifor Ill-accounting, attempt to enact Foote, 1 1 1 

Telephone laws _ . - Bethell,818 

Franks in, prohibited - . .. Bethell,810, 811 

New York Subway Corporation, relations to Americ.an Telephone and 

Telegraph Company . Bethell, 779,780 

New York Telephone Company: 

Service, Berlin telephone service, compared to Bethell, 792 

Character of . Bethell , 778 

Employees of Bethell, 788 

Expenditures for new equipments Bethell, 778, 779 

Geographical extent of system . — Bethell, 779, 795 

Growth and development Bethell, 778, 779 

Improvements, policy in reference to Bethell, 778 

Rates charged Bethell, 780-782, 810, 811 

Stations of - Bethell, 778 

New Zealand: 

Government ownership in, results of Parsons, 151, 158 

Laboring classes, policy toward Parsons. 151, 152 

Railroads, construction of - - Parsons, 151 

Discriminations abolished — Parsons, 184 

Policy of Parsons, 126, 187, 148 
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«ew8 monopoly, evidences of . . Randall, 240-248, 252, 255, 250, 259 

Newspapers: 

Q-overnmental ownership and operation of telegraph, advocated by . Randall, 
. . 240; Roberts, 207 

Antiscalpmg laws, attitude toward Lindenberger, 020, 028 

Press rates, telegraphic. defined . Clark, 210; Rai]dall,252 

Nicaragua Canal: 

Benefit of, to New Orleans . . Bryant. 097 

XT- ^rid disadvjintages to . Wheeler, 751; Stubbs, 708 

Night messages, telegraphic rates for Clark. 210 

Norfolk, Va., cotton, freight rates on . Davant, 5 

North Dakota, territorial examiner of . Foote. 105 

North German Lloyd Line, subsidy to . .. ... ... Howes. ?00, 707 

Northern Pacific Railroad: 

Carload rates in favor of Middle We.st jobbers Wheeler, 711; Stubbs. 700 
Injunction in connection with strike, criticised Fuller, 17-22 

Relation to (Ireat Northern Railroad and Burlington Teisberg, :{02-364; 

, , Wheeler, 717; Stubbs. 705 

Stock flurry of . .. . Rice, 742; Schiff, 772 

Northern Railroads, superior to Southern railways . Langley 864 

Norway: 

Merchant marine Howes 711 

Telephone service Beniis! 100 

Nuremburg, Germany, telephone service Bethell. 793 

Oaths, requirement in application for employment ... Fuller, 15 

Ocean Steamship Company of Savannah, relation to railroads Guillandeu. 444 
Ocean transportation (see also Merchant marine, American: Sailors; 

Wafer iransjiortation): 

American and Hawaiian Steamship Company Wheeler. 750; Stubbs. 763 

Asiatic imports, rates on . Slubbs. 761 

Character of goods handled Wheeler. 716 

Denver, relation to rates from Stubbs, 759. 760 

Rates— 

From Atlantic to Pacific coast.. Wheeler. 750 

Relation to rail rates to Pacific coast. Wheeler, 7 1:^-750 

Tran.scontinental extent of influence on Wheeler. 7 16; Stubbs. 760 

Office-holding class: 

(Comparison of, in different countries Parsons. 162 

Effect of, on the country Parsons. 162 

Ohio: 

Capitalization of street railways in Bemis. 89 


Uniform accounting, bill for, introduced in legislature . . . . Foote! Ill 
Ohio River : 

Boats Markham, 427 

Building Bryant, 397 

Changes in . Bryant, 394 

Floods .. ... Bryant, 392- 394 

Improvement liy dams ,A nderson , 6 16 

Navigation on . . . Bryant, 38,s. 392, 394 

Traffic on . . - Bryant, 392, 391; Wilson, 697 

Oil; 

California, development in Wheeler, 752 

Price Bemis, 89 

Old Dominion Steamship Company: 

( 'apitalization . Guillandeu. 4 13, 444, 450 

Competitors Guillandeu, 443, 444 

Condition of service .. Guillandeu, 448 

Dilforential rates Guillandeu, 444, 445 

Expense, proportion due to labor .. Guillandeu, 450 

Freight rates. . — Guillandeu. 443,445 

Labor employed by, conditions Guillandeu, 449 

Lines controlled- — Guiriaudeu, 443 

Organization ... . Guillandeu, 443 

Policy — Guillaudeu,443 

• Relation to other transportation companies Guillandeu, 443 

Relation to Southern cities - .. Guillaudeu!44,5 

Statistics of - Guillandeu! 450 

Traffic, character of Guillandeu, 444 
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Old Dominion Steamship Company — (Continued. Pajjo. 

Union labor, policy toward Gnillaudeu, 4r)0 

Vessels- .. Gnillaudeu,443 

W ages paid by - 1 Guillaudeu, 448-449 

Operators, telegraph, wages of - .. Clark, 22:J-234 

Oranges, route of shipments of, transcontinental railroads Stubbs, 704 

Oriental trade: 

Adaptation of goods to demand, desirability of . . - Wheeler, 7.12 

Development of. and effect on Pacific coast Wheeler, 7.')! ; Stubbs. 708 

O’Shea, E. F., statements concerning railway relief departments. - . . . Fuller. 47 

Oswego, N. Y., anthracite business at . Childs, .lO.) 

Overcapitalization. (Soo Cajntnlization.) 

Overhead structures of railroads, legislation regulating, advocated .. Fuller. 41 

Overtime, compensation same as for regular time Fuller, 134 

Pacific coast: 

Chinese and Japanese, effect on , . . . Wheeler, 755-7.50 

Dist rimination rates from Eastern cities, (*aso regarding . . . Wheeler, 7411-748; 

Stubbs. 7-57-701 

Nicaraguan Canal, advantages and disadvantages to Wheeler, 751; 

Stubbs, 708 

Oriental trade, developmimt of Wlioolor, 751; Stubbs, 708 

War Ik'partment, alleged discrimination in letting contract for sup- 
plies . . . Wheeler, 757 

Pacific Coast Jobbers and Manufacturers’ Association: 

Efforts to prevent rate discrimination . . . . Wheeler, 7 18 

Suit regarding discriminations against Pacific coast Wheeler, 7 i;i-748; 

Stubbs, 7.57-701 

Pacific Commercial Museum, establishment and objects Wheeler. 752 

Pacific Mail Steamship Company, subsidy to Howes. 700, 70 1 

Panics; 

Effects on finance and on imsiness. Greene. 1.82 

Infiuences teinling to reduce severity Greime, 187 

Paper, freight ratrs on. discussed Griswold. 019 

Telephone servi(>e . Bothell. 787.788 

Compared with New York . Parsons. 8s:5 

Parliament (British), right to regulate pulilic utilities Bemis, 9 1 

Passenger tickets (see also hroh’mijr). 

Excursion rates LindenlK'rger, 01 9; Langley, .8.59 

IVauds discussed. . . .. .. . Lindonherger. 0.59 

Redemiition by railroads discussed ... .. Lindeuberger.000.040 

Round-trip tickets, hardships in methods of enforcing rules . Linden berger, 000 
Passenger traffic: 

Brokerage business and rate wars . .. Lindenborger,019.020.00,5 

Coastwise steamers, Merchants and Miners’ Transportation Company . 

Hayne. 419-121 

( 'olonist rates, transcontinental routes ... Wheeler, 755 

Mileage books, different forms Lindenberger, 318, 019, 052, 35:i 

Rates, decline of . . - . . Schiff, 774 


United Htates and foreign countries Parsons, 10,7-1 14 

River decline of . . . .. Bryant, 092, 090 

New ( irleans . • ... Bryant, 099 

Iteceipts of steamers .. Bryant, 399 

Second-class rates, granting and withdrawal Lindenberger. 30(1, 307 

Sunday traffic, unnecessarily extensive _ - Fuller, 29 

Passes, railroad: 

Employees, issue to low grades, restricted Lindenberger, 858 

Evil effects of Parsons, 127, 128 

Purchase and sale of , dishonorable Lindenberger, 358 

Hazardous nature of investments in Rice, 734 

Monopoly created by advantageous- - Rice, 731 

( )rganization and capitalization of companies for exploiting . . . Rico, 732, 734 
Peninsula and Oriental Line: 

Business of - . Howes, 706-708 

Subsidy to - . Howes, 700-708 

Pennsylvania: 

Employers’ liability, legislation and court decisions regarding. . . Fuller, 36-40 

Street railways in. (‘apitalizal ion of Bemi<l,89 

Telegraph service Clark, 208 
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Pennsylvania Coal Company, Erie Railroad, purchase by Woodlock, 453; 

(Ireene, 475; Haddock. 521 , 5!14; Thomas, 
553,553; McLeod, 573: Stearns, 580 

Pennsylvania Railroad: 

Anthracite coal business, policy refrardin^ - Haddock, 533 

Relation to mining companies Stearns. 579 

Relation to other railroads . .. Woodlock. 451 : Harris, 508, 500, ()()3. 008 

Raltimore and Ohio, relations to the . . . . . SchilL 771, 772 

Cincinnati, interi'sts in _ . . Wilson, 004 

( bmnmnity of interests with Vanderbilt roads . . ... . . W oodlock. 403 

Freight, system of hand, ing . . .. .. . Nicholson. 738 

Labor organizations, iri(‘ndly to. .. Fitzpatrick, 8:48 

Local devolf^nnent, policy ot _ . . . - Wilson, 007 

Louisville and Nashville Railroad Conipan\ , proposed relation to. Wilson, 00 1 
Relief department discussed Fuller, 15. 18-53, 50-08 

Snnda\ irei'dit traliic .. ... . . . Fuller, 30-33 

People’s Gas Company of Chicago, purchase of Mutual thud Gaslight 

Com}, any Bemi8,80 

Philadelphia- 

(’oin])etition \vijh New York - - . . Langley. 850 

Gas hills 111 , collection of - Foote, 131 

Gas work's, piiblu/ and private management of Bemis. 07. 101 . 103 

Spot wheat at . . ...... Howes. 701 

Philadelphia and Reading Coal and Iron Company (see also HeatliiKi 

( a//), relation to Reading Company Harris, 507 

Philadelphia and Reading'Railroad (see also Ixiadiiuj ('oiiipdiij/): 

( onfusion of accounts with subordinate coal company Ricin 7:10 

Relief department, discussed - - Fuller, 4(>, 58 

Philippine Islands: 

Etl'ect of war in advertising ( 'alifomia 

Trade of, future deve!o])iiieut 

Piedmont Air Line, relation to Soul hern transportation hiisiiiess 
Pittsburg; 

Elect ric light, cost of - - . . - Bemis, 08 

( irowth and importance -- - Anderson :)37 

Sunday freiglit tratlic through . Fuller. 30-33 

Pittsburg, Fort Wayne and Chicago Railroad, Sunday tra lic on . . Fuller, 39 -33 
Plant System, Relief and hospital departjnent, discussi d Fuller, 53-57 

Poles, employment in anthracite mines. _ Stearns. 505, 50C 

Police power, ticket brokerage, relation to Lindeiiberger. 34 1, 3 15, 3 18 

Politics, Southern I’acific Railroad, interference in Wheeler, 754 

Pooling (see also Agrecvicnls hcturvii. rdilroads: Anilirdcife c(ki]^ dlJoU 
iiduit df ioniidge): 

Agreements, right to mak(', advocated. . . Thomas, 558 

Consolidation of railroads, rehition to Ripley, 301; Adams, 380; 

VV'oodlock. 403, 10:1; Greene, 47:h Tliomas. 558; Wheeler, 748 

Cotton, transportation of - Davant, 7 

Deprecated .. - - Bacon. 83 

Dcsirabi I i tv discussed . Teishoi'g, :172: Wheeler, 748 

l^lTect of, on 1 acihties . . . - . - - ^ > -05 

Elevators, toi hidden, Minnesota .. .... . .... Teisberg, :170 

Interstate Commerce Commission, approval of agreements by . JLlipley, 280; 


Whei'lor, 754 
Wheeler, 751 
Guillaudeu, 140 


Control over . 

Interstate commerce law, effect 

Legalized, advocated . Anderson. OtlO, 041,043; Griswold, 01 

Memphis, division of cotton trallic from . . 

Railroads no longer desire 

Rates, effect on 


Thomas, 558 
. Wheeler, 749 
Talcott,037 
5: Thomas, 558 
Davant, 7 
Woodlock, 4G3 
Ripley, 289 


Southern Railway and Steamship Association .... .. Talcott, 020, 027 

Postage-stamp rates, California fruit transportation Stubbs, 709 

Transcontinental business, application to _ . . Wheeler, 744 

Postal service, duty of Government to furnish efficient Randall, 242 

Effect of laws regarding strikes. Fuller, 70 

Post-offices: 

Employees, number of Roberts, 270 

Number in U nited States Parsons, 880 

Post-office systems of United States and (4reat Britain, compared ( dark, 227. 228 



1130 


INDEX OF TESTIMONY. 


Postal Telegraph. {See Telegraphs.) Page. 

Postal Telegraph Company: 

Capitalization Chandler, 194; Clark, 213 

Dividends paid . . . . Chandler, 194 

Extent of business, number of offices, etc . . _ . Chandler, 194; Clark, 207 

Mileage of Chandler. 194 

Organization and development Chandler, 193; Clark, 213 

Surplus earnings . . _ Chandler, 194 

Western Union Telegraph Company, relations with _ Clark, 22.) 

Postmasters-General, advocate Government ownership and operation of 

telegraphs .... ... Roberts, 2()6, 208 

Press associations, names of Randall, 252 

Pressed Steel Car Company, referred to . . . Greene, 495 

Printers, benefit from Government ownership of telegraphs Randall, 246 

Printing telegraph (see also Machine telegraph ) Clark, 229, 230 

Private cars, owners should be subject to Interstate Commerce Commis- 
sion . Adams, 38G 

Profits: 


Method of gauging .. .. Foote, 112, 122 

Railroads, increased by excessive freight rates Bacon, 77-79 

Western Union Telegraph Company Roberts, 270 

Promotion of corporations : 

Discussed generally. .. Greene, 477, 490-494 

Banks, greater conservatism as protection to investors _ . Greene, 477, 483, 492 

Cost of, method of capitalizing ... . Greene, 491 

Publicity of information regarding Greene, 494; Rice, 730 

Relation to value of securities Greene, 494 

Methods de.scribed . ... .. . Greene, 491 

Publicity, difficulty of making rules as to information furnished Greene, 483 

Remedy for abuses (4reene, 190- 492 

Retiuirement by law, discu8.sed Greene, 482. 483, 490 

Responsibility of promoters. discussed Greene, 483 

Valuation of assets and good will Greene, 490, 491 

Wall street, increased conservatism of Greene, 477 

Prouty, J. D., paper on Railway Discriminations Parsons, 128 

Prussia: 

Argument of cabinet on public ownership of railways Parsons, 124 

Railroads, terms of government purchase Adams, 380 

Public accounting. {See Acconnts; Uniform pnhlie accounting,) 

Public examiner: 

Duties ... Foote. 106 

Qualifications Foote, 107 

Wyoming, relation to State Foote, 106 

Public utilities (see also (loirrnment oivnershi}); Gas; Electric light; 

Street railtcags): 

Bonds of coiTiorations Bemis, 88, 90 

Capitalization of corporations operating Bemis, 87, 88. 90 

Competition, operation of . . Bemis, 86 

^ntrolof .... — Foote, 115 


Coordination of, in various countries, extent and results of Parsons, 


149, 150. 156 


Cost of construction and earning power, relation between Bemis. 88 


Cost of plants publicly owned 

Efficiency of management 

England, regulation in . . . 

Necessity for further investigation 

Objects of 

Public ownership 

Compared with private 

Regulation .... 

As a remedy 

Effect of . . 


Bemis. 87 

Bemis, 96 

Bemis, 93 

Bemis, 100 

Foote, 117; Parsons, 123, 141 

Bemis, 86, 87, 91 

Foote, 113, 117; Parsons, 146 

. . Bemis, 86, 87, 91 

Parsons, 181, 182 

Parsons, 181,182 


Secrecy of private companies . Bemis, 89, 91 

Publicity of corporations (see also Accounts of coiyorations; Uniform 


a?cco7intivg): 

Discussed generally Rice, 786 

Accounts, difficulty of interpreting Greene, 480 


Annual reports, nature and desirable contents, discussed generally , . Greene, 

479,492,498 
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Publicity of corporations— Continued. 

Balance sheets, proper items to be published, discussed Greene, 493, 493 
Competitors, information obtained by becoming stoc.kholdt^rs. Greene, 47S, 479 

Desirability of Rice,73(i 

Expert auditors, investigation by, advocated . . ... Greene, 479, 493 

Stock exchanges, re(juirement of leports of corporations by . . Greene, 479, 483 
Trusts, remedy for, discussed ...... ....... Greene, 483 

Undesirability of excessive interference . Greene. 493^ 494 

Pullman Palace Car Company, facilities of Wilson, (59(5 

Railroads (see, also under sub ects): 

Bonds. (See Jionds, raih'txui.) 

(’onnections, value of _ . _ Adams, 376 

Efficiency of service, comparison of, in different countries Parsons, 139-141 

Foreign charters, operation in St;ite permitted, Minnesota Teisberg, 305 

France, go veinment rights of purchase .. . Adams, 386 

Inunctions . _ Parsons, 130 

(ioverninent regulation desirable . Schiff, 777 

Increase of business Nicholson, 737 

Harmonious action desirable . S(‘hiff!771 

Mileage, ill Mississippi Valley Markham, 435 

Proportion in Southern States Markliam, 436 

Power of, over producers of commodities Ripley. 387-388 

Prussia, terms of government purchase Adams, 386 

Rates. (See Freujld ratex, ruKsciujer tickets, P<iss(>ii<i<>r indJic.) 


Southern States, conditions generally ... Dunlap, 1-4 

Sh irt roads unprofitable Dunlap, 13 

State regulation. Minnesota Teisberg, 3(51-365 

Steamship < ompames relation to (iuillaudeu, 443, 444 

Systems, geographical division . .. . Schiff. 773 

Telegrapli liusiness, no precedence in general. . (jhand’er. 199 

Use of siiecial wires Chandler, 199 

Terminals, great value of A dams, 375 

Massacdiuselts . ,lack8on,844 


Valuation, investigation of by Federal Government advocated. Adams, 5581-384 

Michigan Adams, 374-383 

Railroad and Warehouse Commission of Minnesota, organization, 


powers and policy . 
Railroad Commissions: 


Teisberg, 3(51-365, 3(58 


(California, character and decisions of Stubbs, 767 

Georgia, rates fixed by Dunlap, 1-3 

Massachusetts, powers and working .Jackson; Ripley 

Powers, discussed . Wilson, 690, 691 

Relation to railways Wilson, (500, 691 

Southern Slates, attitude toward Southern classification on inter- 
state traffic .. . . _ Langley, 863 

Tennessee, rates not fixed by Davant, 7 

Railroad Conductor: 

Editorial regarding relief departments Fuller. 58-59 

Extracts from . . . . . .. Fuller. 30, 31, 37 

Rails, steel, export freight rates Anderson, 643 

Raisins: 

California, condition of indu.stry Wheeler, 753, 754 

(.^operation of California producers Stubbs, 768 

Rates. (See Discriminations; Export rates; Import rates; Freight rates; 

Passenger iraJlJic.) 

Reading Railroad: 

Anthracite coal business Harris, 596-611 


InHuence on prices Stearns, 588 

Tonnage . Saward,514, 515; Haddock, 537; Harris. 55)8, 601, 606 

Baltimore and Ohio, relation with ... . Harris, 608, 609 

Bankruptcy and reorganization Harris, 604, 605 

Black list of discharged employees asserted Fitzpatrick, 885 

Capitalization generally — Woodlock,455,456; Harris, 597, 598 

Of coal lands . Greene, 473; 

Saward, 517, 519; Haddock, 533; McLeod, 566; Harris, 604, ^5 
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Reading- Railroad— Continiied. Page. 

Central Railroad of New Jersey, purchase of stock Wootllock, 454,455; 

Ureeue, 471,475; McLeod. 572; Harris, G07-C09 

Coal lands, purchase of, forced by comx)etitioii .. . . Haddock, 52d 

Earlier attemps to control Jersey Central and Lehigh Valley. Greene, 471, 475; 

McLeod, 572; Harris, 007- 000; Rice, 737, 788 

Labor organizations, antagonistic to Fitzpatrick, 833, 831, 837-840 

New England territory, extension into, in 1802 McLeod, 567, 574 

Keceiversbip and reorganizat on . McLeod, 57ii, 573 

Relation to subordinate and preceding companies .... Hams, 507 

Reorganization and capitalization Greene. 172; Harris, 507, 508 

Rice, I. L. , connection with Rice, 737-830 

Receivers, policy in hclection of . Greene, 180; Rico. 741 

Reciprocity treaty ; 

Manul'acturing industries in Canada opposed to ■ Howes, 718 

Nece.ssity of. with Canada . . . . .. Howes,7l3,7l5,7l8 

Rotrigerator cars : 

('alitornia liuit, transportation of , . .. ... Wheeler, 751 

Ojieration by separate companies, desirablility o( . Stubbs. 700 

Transcontinental fruit transportation ... Stubbs, 767. 760 

Regulation. (See .tci'ena/s; /n/cr.s/ob' ('onitncnr Piil)lic 

iilihficx: Uitilnutil vovnnissions.) 

Relief departments ot railroads : 

Discus-ed generally . _ Fuller, 43-60 

lirotliei hoods replies of lodges regarding Fuller, 60-07 

Cetigiess laws passed by, regard mg Fuller, 60 

Cost ot insurance in . ....... ... Fuller. 53 58 

l)isappro\ed by employees . .. . ... Fitzpatrick. 833, 

Labor organizations, tendency to prevent nieniliersbi}) in ... Fuller, i:5, 

40. 07. (iO -67 


Lialiihty for damages, in lieu of Fitzjiatrick, 8;;;). 836 

LobliMiig by railroads, legislation on Fuller. 50 52 

Mem i ersliij), application for blank forms . . Fidler. 13, 17 53 

Obligatory Fuller, 43. 17, 48, 52 53, 50-60; Fitzpatrick, 8 i2. 83(> 

Prohibition of compulsory, advocated Fuller, 10 

Payments by emiiloyes . ... Fuller. 43, 53, 58 

Pennsylvania railroad . . ... Anderson, 637, 638 

Release of employers from liablility by means of Fuller. 13 -52, 50-60 

Reorganization of railroads ; 

Business depressions, rendered necessary by . . (Troimo, 487 

Capitali/atiuu. effect on bonds and stocks Ripley. 20 1 , 207. 208; 

Greene. 187,488 

Causes * Talcott, 636 

Committees, methods of establishing and ])rocednre Greene. 188, 480 

Courts, policy regarding Gre.me, 180 

Fixed charges, effect on . Ripley, 208 

.Minority stockholders, protection of rights of Greene, 188, 480 

New York, Ontario and Western Railroad . Childs. 502 

Re.iding Railroad- Greene, 472; McLeod, 572, 573; Harris. 507, 508 

Richmond Gas Works. Pemis, 07 

River transportation (see also Mississipjfi River; Water iranHporiaiiitu)-. 

Amount. .. Anderson, 638, 646 

Boats, where built . Bryant, 307 

Decrease of traffic . ,. Markham, 425 42<i 

Freight rates, coal, Pittsburg to New Orleans Anderson, 642 

Improvements, beneficial effects . . Anderson, 046 

Navigation, dangers to .. Bryant. 387, 388 

Season, shortening and reasons Brvant, 303, 30 1 

■ Southern rivers . Griswold, 621; Talcott, 628, 620 

StalLtics of traffic . . .. - Bryant, 388, 380; Markham, 420-427 

Rocky Mountain States, alleged discrimination in rates Griffith, 840-851 

Rotterdam, telephone rates and service Betliell, 793, 705, 797 

Roustabouts on Mississippi River boats Bryant, 395-397 

Rubber, raw mater. a! . sources of Rice, 735 

Rural free delivery, compared with telegraiih service Roberts, 272 

Russia, policy of railways in ... .... Parsons, 137 

Safety (see also AeeidentH), comparison under public and private man- 
agement Parsons, 158 
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Safety appliances: 

Allowed to become defective 

En^qnes, reiiuirement on. advocated 

Signals, interlocking, Minnesota 
Sailors: 

Ocean, (Germany and Oreat Britain, regulation coiicer 

Oreat Lakes, aceominodations . 

Cdiaracteristics 

• (Conditions of, generally \ . 

Earnings 

Food 

Insufliciency of crows ... 

Methods of procuring 

Nationality 

Niimlmr of seamen, small 

Regulation necessary . 

Wages . 

Ocean deep-sea sailor, disappearance of 

Merchants and Miners' Transportation Oomnany, 

Food of .... 

Nationality of _ . 

Policy toward . .... 

Shipping artiides as a contract ..... 

St. Louis. 


Pago. 
Fuller, 41 
. Fuller, 41 
. Teisberg. ;5f)4 

ing Pen je, 401 

.. -- Pen. je, 400 HI 

. - Pon.it', 41 1 

Pehje, 101-408 

_ . Pen.io, 102 
. Penje, 400 
Peuje, 40'), lOH 
- . Pen,je, 40P 40;{ 

Pcn.ie, 101. 102 
. . . Penje, 400 

l*eni(‘, 404 
Pen.je, 101, 10.1 -100 
( iuillaudeii, laO, lal 
•on tract with. 

Hayni', I M lift 
. lla.Mie, 11(5 

.. . Ha.vne. 117 

-- Ila.viie. 122 

Ilayiio, lb). 114 


l)iscrimination in favor as against Memphis Davaiit, S 

Southern trade, opposition to Cincinnati and Chicago for Wilson. 002 

Favoralile relation to .... Wilson, 004 00, ■) 

Trade _ . Maikham, 120,427 

St. Louis and Mississippi 'Valley Transportation Company, ori^ani/a- 
tioii .... . . . Markliam. 120 


St. Louis Bridge rates compared with Brooklyn lirulge . Parsons. 115 

St. Louis Traffic Bureau, case regarding transcontinental r,ite> 

Wheeler, 711, Stubbs, 757-704 
Saloons owned by employers, evils . . Barter, 4()S, 3(10, 410 

San Francisco discrimmatutn rates from Eastern eit ies, case regardi ng Wht'oler. 

714-718; Stubbs, 751-7(5] 

lm])ort rates, elfect on. .. . . Stubbs, 701 

Man 11 lac till mg interests in . . . . Wheehg, 752, 75:] 

Ocean traffic WheehT, 744, 750; Stubbs, 758, 704 

Telephone service compared with Stockholm Betliell, 804, 8U7 

War Department, alleged discrimination in lo ting contracts for sup- 
plies - - . - . Wheeler, 750 

San Francisco Board of Tiade, nature and organi/alion . . Wheeler, 74:i 

Savannah freight rates compared with Atlanta rates. . McOovern, 081 

Scandinavians as sailors Penje, 401, 102 

Scotland, public and private nioiiopolies in . Bemis, 04 

Scranton Coal Company, pnrclia>e by ( Intario and Western Raili o.id ('hilds. 197 
Scrip dividends prohibited in Mas.sachu setts . Jackson, 844 

Seamen’s Union, International, American Fi'deration of Labor, rela 

tioii to - - - . Penje, 401 

Mem’oership . . _ . . ... Penje, lOl 

Old Dominion Steamship Conii»uny, relation to . . .. (linllaudeu, 150 

Statutory amendments suggested by . Dayue, 122,42:] 

Securities, American, scarcity in Europe Schiff, 770 

Senate Committee on Interstate Commerce, report on railway discrimi- 
nations-- . .... . Parsons, 120, 128 

Ship subsidies (see also Mt reliant Marine, Anurican): 

Advocated. . . . Anderson, 644 

Bill, doubtful ell'octs of . . .. Bryant, ;]09, 400 

( leastwise trade not necessary for . . llayne, 421 

Deprecated . . . . . 11 owes. 704-709, 71 1 

France, policy in Howes, 700-708 

(Ireat Britain, policy toward . . Howes, 706-708 


New Orleans, sentiment in respect to Bryant, 499, 400 

Ships. {>^eo Water iransiHirtation.) 

Shipwreck benefit of Lake Seamen's Union Ponje, 400 

Signals, interlocking, Minnesota. Teisberg, 463 



1134 


INDEX OF TESTIMONY, 


Page. 


Sinking fund, difficulty presented by, in case of receivership Ripley, 306 


Sliding scales: 

Anthracite coal field . - - Stearns, 593, 694 

Longshoremen __ Barter, 315 

Socialism, relation to government ownership Foote, 113, 115 

Soda, conditions of manufacture and business discussed Bacon, 72-76, 80, 81 

South African war, effect on Boston trade Howes, 700 

Southeastern Freight Association: 

Functions - Guillaudeu,443 

Geographical extent McGovern, 654 

Southeastern Mississippi Valley Association, geographical extent .. 

McGovern, 654 

Southern classification (see also Classification of freight): 

Advances made in ... Langley, 860, 862 

Character discussed . . Markham, 441 

Increase in rates under, 1900 - . . Langley-McGovern 

Classihcation issues .. .. - - .. McGovern, 655 

Coffee, action of in respect of - Langley, 865, 866 

Financial functions not possessed by McGovern, 055 

Letter from - McGovern, 652 

Methods . - McGovern, 653 

Objects .. McGovern, 653 

Organization and membership. McGovern, 652, 653 

Policy toward Southern business - . McGovern, 663 

Railway mileage covered McGovern, 682 

Territory of Langley, 860 

Underbilling, no power to prevent McGovern, 673 

Southern Pacific Company: 

Central Pacific, relation to Stubbs, 757, 764 

Colonist rates Wheeler, 755 

Description of railroad system Stubbs, 757 

Import traffic and rates Stubbs, 762 

Nature and powei s ot corporation. Stubbs, 757 

Politics, interference in Wheeler. 754 

Relief depariment. referred to . Fuller, 48, 69 

Transcontinental rates, action in suit regarding Stubbs, 758 

Union Pacific, consolidation with Woodlock.p. 462 

Southern railroads: 

Conditions generally - Dunlap. 1 -4 

Consolidation, probable effect Wilson. (.93 

Disadvantage.s of Markham, 441 

Discriminations between persons, stability of rates Wilson, 696 

Discriminations between places, causes of Parsons, 128, 132, 133 

Division of traffic to Houth Wilson, 090 

Interestof. in developing Southern territory .. Langley, 862 

Mileage of . . - - - - McGovern, 682 

Compared with Northern railroad.s Langley, 864 

Policy generally - - - Guillaudeu, 448 

Rates, injustice of. to Ohio River territory Wilson, 692 

Short lines unprofitable Dunlap, 1 , 2 

Asheville Line, not a factor in rate making . . McGovern, 686 

Central Railroad of Georgia, competitor of McGovern, 682, 683 

Cincinnati. New Orleans and Texas Pacific Railroad Company, rela- 
tion to - Wilson. 693 

Freight 1 ates and profits - Davant, 6 

Net earnings, increase in Langley , 869 

Southern Railway, Southwestern Investment Security Company, relar 

tion to - Wilson, 693 

Southern Railway and Steamship Association Talcott, 628 

Southern States: 

Freight rates, to cotton mills Davant, 5-8 


Trade.competitionfor, ..." Markham, 489; Wilson, 687, 689 

Division of, between railroads Wilson, 687 , 689 

Western railways excluded from. - Langley, 875 

Southwestern Investment Security Company, relations to railroad com- 
panies Wilson, 698 
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Speculation; Pasfe- 

Business favored by Western Union Telegraph Company. Randall, 244 

Grain, effects on prices Teisberg, 372 

By farmers . Teisberg, 372 

Northern Pacific Railroad deal Rice, 742; Schiff, 772 

Stock gambling, effect on public Parsons, 155, 156 

Stocks discussed generally W oodlock, 465, 406 

Effect on value of securities .. Woodlock.465,466 

• Listing of , on exchange, character of . . .. Woodlock, 466 

Spencer, Samuel, evidence before Industrial Commission, referred to. . Fuller, 34 
Spoils system, evils of, in municipal administrations (see also Ct vil-service 

e.mmmation siffiffni) . ... Bemis, 102 

Spotters, railroad, practices criticised Lindenbcrger. 333, 334 

Standard Oil Company: 

Advantage of, over other companies Parsons, 129, 130 

Competition, absence of Parsons, 129, 130 

Freight discriminations, investigation of Parsons, 130 

Interests in other industries ... Bemis, 100 

Railways, partnership with ... Parsons, 129, 130 

State Examiner of Wyoming, paper regarding public accfiunting . . Foote. 105 
State railroad commissions. (See Umlroad com missions. ) 

Steel, relativeprice of American, in Americaand England Howes, (705, 707, 708) 

Steel industry, competition by small establishments. Waterbury. 137 

Stevedores (see also Longshorevum) : 

Coastwise trade, how employed in . . Hayne. 415 

Great Lakes, system criticised Barter, 30M, 31(), 316 

Merchants and Miners’ Transportation Company, conditions Hayne, 415-417 

W&m - - Hayne, 415-417 

Stewart, A. T., preferential rates to . . . . . . Parsons, 132 

Stickney, A. B., statement on railway practices Parsons, 129 

Stock dividends: 

Advisability of declaring Schiff. 774 

Instances of proper declaring. Schiff, 774 

Prohibited in Massachusetts - - . Jackson. S44 

Stock exchanges: 

Auditing of corporation accounts hy Greene, 479, 483 

Banking interests, use to - . - Schiff, 776 

Listed and unlisted stocks _ .... Woo(llock,p.465 

Rules regarding listing of corporations on — Greene, 483 

Speculation on, character Greene, 483 

Effect Woodlock, 465, 466 

Stock, watering of. (See Capitalization,) 

Stockholders (see Corporations). 

Stockholm, telephone service and conditions Bethell,S03-807; Parsons, 884 

Stocks, market value, bow fixed — Schiff, 773, 774 

Street railways: 

Boston system Jackson, 843, 844 

Capitalization . . . Bemis, 87-93 

Cost in different cities Foote, 118 

Electricity, effect of application. Adams, 825, 828 

England, operation in Bemis, 102 

European inferior to American . . . . Adams, 828 

Franchises, indefinite, have worked satisfactorily Adams, 829, 830 

Local. system unsatisfactory - . . Adams, 827, 828 

General character and importance . . . Adams, 825 

Glasgow, operation in Parsons, 140, 1 15: Adams, 828 

Growth still in elementary stage Adams, 826 

Highways should be separated from . Adams, 826, 830 

Net income per mile Bemis, 91 

Passenger receipts Bemis, 91 

Vestibulcd cars required, Massachusetts Jackson, 842, 843 

Strikes (see also Arbitration; Injunctions): 

Anthracite coal, 1900— 


Condition of miners - Greene, 474 

Demands discussed Saward,520; Fleming, (542); McLeod, 574-576 

Effect on business and prices - Childs, 499; Haddock, 527,528; Walter, 546 
Boycotts, distinguished from Fuller, 70 

10a 
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Strikes—Continued. Pago. 

Brotherhoods, effect in reducing Fuller, 70 

Buffalo freight handlers Barter, 1108 

Conciliation and arbitration as remedy for Greene, 474; Saward,530 

Courts, attitude regarding Fuller, 70 

Interstate-commerce and antitrust laws, effect on Fuller, 70 

Longshoremen organizations, effect on Barter, 307, 308, 315, 310 

Mails, effect of laws regarding _ Fuller, 70 

Violence discouraged by labor organizations Barter, 308 

Subsidy, (See Ship subsidy,) 

Subways, telephone, functions of Bethell, 779 

Sunday labor: 

Advantage of Sunday as a rest day Fuller, 33 

Employees' organizations, resolutions of Fuller, 32, 33 

Excursions advertised by railways. Fuller, 29, 30 

Legislation by Congress, advocated Fuller, 34 

State laws, evasion by railroad companies Fuller, 34 

Surplus earnings: 

Railways, used to improve property in some cases Ripley, 301, 300 

Telegraph companies, bow used Chandler, 194 

Suspension of employees, discussed generally. Fuller, 12 

Sweden: 

Labor conditions and wages Bothell, 804 

Merchant marine Howes, 71 1 

Telephone conditions, rates, etc Bemis, 400; Bethell, 803-807 

Switching charges: 

Determined by individual railroads Bacon, 85 

Minnesota . . . Teisberg, 301, 309 

Switzerland: 

Area and population Clark, 207 

Federal Council, argument of, favoring government ownership of 

railways .. . Parsons, 124, 125 

Railways Parsons, 124, 125 

Telegraph systems, extent of Clark, 207 

Telephone conditions Bethell, 789, 790 

Syndicates, financial, formation, objects, and purposes Schiff, 775 

Takoma Park, D. C., waterworks Foote, 121 

Tariff: 

Alkali products, protection of Bacon, 80, 85 

Discriminating, on goods carried in bond, effect on New England 

shippers Ripley, 290 

Effect on jobbing trade Langley, 872 

Tariff, protective: 

Import freight rates affected by Ripley, 300 

Railways affected by operations of Parsons, 152 

Tariffs, railroad. (See Rates.) 

Taxation: 

War-revenue tax evaded Roberts, 272 

Telegraph companies, methods Chandler, 204, 205; Clark, 21(5, 217 

Taxation of railroads: 

Apportionment by mileage condemned Adams, 383 

Depreciation in value of property in Michigan Ripley, 30(5 

Michigan Ripley, 305; Adams, 374, 383, 38 1 

Minnesota . Teisberg, 366, 367 

State, discussed getuTally Adams, 382-384 

Unproductive property Adams, 381 

Telautograph Clark, 230 

Telegraph (see also Machine teleyrajfhy ) : 

Agreements between Postal Company and Western Union Company . . 

Chandler, 195, 198 

Aim and object of Roberts, (267) ; Hitchcock, 894 

Baltimore and Ohio Telegraph, reasons for sale Parsons, 888 

Capitalization of companies Clark, 21 1 

Cost of reproduction of plant Clark, 215 

Foreign and domestic, compared Clark, 213 

Franchises, patents, etc., covered by — Chandler, 194 

Value of plant, how it should be estimated Clark, 214, 215, 226 

Western Union Telegraph Company, discussed ... . . Parsons, 889, 890 

Excessive Parsons, 185,186,889,890 
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Consolidation, result of Clark, 314 

Cost of construction Chandler, 204 

Disparity of comparisons . Clark, 300 

Distances, misrepresentation of, by Western Union Telegraph Com- 
pany — . Roberts, 271 

Employees, hours of labor Chandler, 200 

Organization . _ ... . Chandler, 300 

• Policy of Western Union Telegraph toward Hitchcock. 800 

Wages, low rate Puller, 11 

W omen , percentage of Chandler, 200 

England compared with American Parsons. 18."), 880, 887 

Deficit in oneration Parsons, 188-100 

Discussed . Clark, 211-213, 215, 210, 235, 231 ; Parsons, 887, 888, 880 

Reasons for . . Parsons. 180 

Results of ])ublic operation ... . Parsons, 183, 184 

Extent of service in United States. Clark, 207, 232 

Foreign and domestic systems compared . .. Clark, 307, 213; Parsons. 18-"). N80 

Franking ])rivilege, abolishment advocated ... . Chandler, 107 

Abuse of . .. Roberts, 270 

Account, of value kept - Chandler, 100 

Condemned Randall, 2.^)0 

Effect on rates in general _ _ Chandler, 108 

Issuing of, methods, and reasons 

Chandler. 100, 107; Clark, 233; Randall. 250 

Policy of issuing Parsons, 888 

Issuing, by Western Union Telegraph Company Parsons, 101 

Government ownership and operation <liscu8sed .. Clark, 200; Hitchcock. 800 

Advocated . Roberts (200 208, 273, 274); Uitclicock. MOO- 806 

Authority for Parsons, 182, 183: Roberts, 206 

Compared with rural free delivery Roberts, 272 

Deprecated (Jlark, 230, 232 

Favori'd by certain organizations Randall, 242; Hitclicock.800.801 

First o.Dcrated by Government Randall 242 

Po.stal sei vice, impo.ssible to compare with. (Oark, 227, 328 

Proportion under Randall, 244 

Proposed method establishing Hitchcock, 8i)5, 800 

Systems compared .. Parsons. 173, 183-185 

Saving Ity - Hitchcock, 802 

Instruments, improvements ot . . . . Hitchcock, 801, 893 

Inventions, oppo.sition of W estern Union Telegraph Company to Parsons, 888 

(4f Patrick R. Delany Hitchcock. 801 

Letter telegrams, proposed system of . Hitchcock, 894 

Messages, average cost of oiieration in United States (Jlark, 334 

Precedence in me.ssages . . .. ( 'handler, 199 

Press associations. servi(‘e to - - - Clark, 310, 31 1, 319 

Rates, average exjiense of sending mos-sages Chandler, 104; Clark, 334 

Baltimore and Ohio telegraph Parsons, 888 

Commercial- -- Clark, 309 

Comparisons of . -- - Parsons, 887 

In foreign countries . . Parsons, 180 -188; 

Chantller, 202; Clark, 208-209-211 . 218, 225-320: Handall, 24 1 , 351 

Decrease - Chandler, 203; Clark, 214 

Attemjjts discussed - Clark, 215 


Impossible . . - - - Clark, 227 

Different kinds, described (dark, 209, 210; Chandler, 197; Randall, 258 


Effect of agreements between companies on Chandler, 195, 198 

Effect of reduction in - - - Hitchcock, 893 

Government, charges to - - — Ciark, 310, 311 

Method of fixing Chandler, 303; Clark, 309, 214, 315 

Press associations Ciark, 310, 311,319 

Range of Chandler, 194 

Sciuares, svstem described — Clark, 309, 310 

Uniformity Chandler, 195; Randall, 351,357 

United States, statistics Randall , 357, 258 

Speed, present limit of Randall, 255 

Stations, number of, in the United States . Parsons, 886 

Strike of 1883 Randall, 259 

Taxation of Chandler, 204, 205; Clark, 210, 217 ; Parsons, 185, 186 
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Telegrams, average number of words in United States and Great 

Britain - . Parsons, 887 

Wanamaker, John, views on telegraph Parsons, 888; Hitchcock, 891 

Wires, life of Clark, 222 

Underground system Chandler, 204; Hall, 817, 818, 821 

Word-count, defined Clark, 210 

Telephones and telephone service (see also AmericAiii Telephone and 
Telegraph Company; New York Telephone Company): 

Accounts, false bookkeeping of companies Parsons, 178, 179 

American and European compared Bethell, 784, 785, 787-807; 

Hall, 819; Parsons, 884 

Cities, comparison of service with small towns Bethell, 808, 809 

Comparison of service in various places Parsons, 884-885 

Cooperative Telegra])h Company of Grand Rapids, Wis Parsons, 888 

Development, early improvements - Hall, 817,818.819,821,822 

Discriminations in rates, none in New York Bethell. 810-812 

England, operation in ... . _ Bemis, 100 

Exchange connections, annual Hall. 821 

Expenditures _ .. Hall, 822 

History Hall. 817 -822 

Interior Dojiartment, service of. Parsons, 888 

Department of Labor investigations - Bemis, lOl 

Long distance charges, how established Hall, 819 

Effect of, on telegraph .. .. . Clark, 228 

Message rate system, its superiority and fairness . . . Bethell. 780, 781, 782, 798 

Metallic-circuit .service, its introduction into local exchanges Hall, 818 

Municipal operation, development of service Bemis, 100 

Manhattan, Kans Bemis. 101 

Public use in (iermany. Norway, Sweden Bemis. 100 

Rates— 

Average message cost Hall , S21 

Determination of Hall, 818 

Early basis of . ... Hall. 818 

Effect of lower, on Bethell , 8 1 0, 8 1 1 

fJxcessive. of private companies Parsons, 178- 179 

Flat-rate (piestion . . Parsons, 888 

New Vork, discussed Bethell, 780 782.810,811,812 

Public and private comiiared Parsons. 178-179 

Secrecy of messages . Bethell. 818 

Underground mileage Hall. 821 

Wages of girls ... . . Parsons, 888 

Temple Iron Company, purchase of independent anthracite companies 

by._ Haddock, 521 

Terminal, railroad, value of Adams, 875 

Value not included in asset.s in Massachusetts .lackson, 844 

Texas antiscalping law, decision on - - . Linden berger, 849 

Ticket brokerage: 

General discu.ssion Lindenberger, 818-860 

Character ol brokers Lindenberger, 850, 855, 857 

Frauds— 

Brokers help to detect . . Tiindenberger, 858, 859 

Charge.s of, against ticket brokers unsupported Lindenberger, 884, 885 
Reward for debxtion offered by American Ticket Brokers' Asso- 
ciation Lindenberger, 825 

Guaranty to passengers. Lindenberger, 822, 849 

Numtier of brokers in United States Lindenberger, 820 

Railroads- 

Deiiend on support Lindenberger, 851 

Tickets bought from Lindenberger, 826, 850, 855, 857 

Reduction of rates by brokers’ competition Lindenberger, 886, 887 

Short limit tickets Lindenberger, 852 

Wages, effect on Fuller, 71 

Trade, balance of, with Canada Howes, 714, 716 

Trade centers, railroads, methods of Imilding up Markham, 438, 489 

Trade holding, defined . Nicholson, 731 

Traffic. (See Freight t raffle: PnHsenger irafflc.) 

Traffic associations, consolidation Bacon, 74, 76 
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Tramp steamers: Pago. 

Boston, absence of . _ Howes, 700, 701 

New Orleans . ...... Bryant, 898 

Transcontinental discriminations, due to competyfcn of Canadian 

Pacific... . ..Pwheeler. 748; Stubbs, 702 

Transcontinental Freight Bureau, nature of organization and control 

of rates Wheelnr.749 

Transcoiitinental railroads: 

Classification in, basis Stubbs. 708 

Consolidation of thiough routes, advantage of . . Wheeler. 7 17 

Discrimination.alleged, against Denver ... , Griffith. 819,854 

Fruit traffic .... Stubbs, 707 

Geographical location .. ...... . Schilf,772 

Middle Wet^t and Pacific Coast cities, casii regarding. . Wheeler, 7 18-7 18; 

Stubbs, 757-701 

Oranges, roil teing of shipments of . Stubbs. 704 

Rates, agreements regarding WheiOer, 7 19; Stubbs, 704 

Establisliment of ... Langley. 875, 870 

Import, on Asiatic traffic ... . St iibbs, 701 

Methods of fixing . . .. Markham, 442 

Ocean rates, effect of . Markham. 429, 4 12 

Objections to, by (knitral cities .. ijangley, 875, 876 

Reduction in .. ... .... ... Stubbs, 705 

Refrigerator cars Wheeler. 754: Stubbs, 707. 709 

'J’raffic, handling ot ... .... .... . ... Nicholson, 721 

Nature of Nicholson. 727 

Trunk hues not desirous of merging with . Schiff, 772 

Transit-in-bond privilege, suspension of an evil to certain sliijipers Jiipley. 299 
Transportation, importance to industrial interests Anderson, 087-<i89, 045, 046 

Transportation, Department of, establishment advocated Bacon. 77. 80 

Travel. {Sec ramnger traflic, ) 

Trimmer, vessel loading, defined - — Barter. 810 

Trunk-line commission, jurisdiction of Nicholson, 725, 720 

Trunk lines: 

Railroad, geographical location. . .. . . Schiff, 772 

Transcontinental lines, attitude toward Sciiiff , 772 

Trusts. (See CoiiibiuttlionH), 

Typographical Union, International: 

Government owiier.ship, committee on Randall, 241 

Governineiit ownership of telegraph, favored.. Clark, 219; 

Randall, 242, 248, 250; Roberts, 200, 207. 208 

Membership of . Roberts, 208 

Underbilling: 

Criminal, when - McGovern, 673 

Defined. - McGovern, 672 

Examples - - - - - McGovern. 672 

Injustice. .. - - McGovern. 672 

Legislation, adecpiate, to prevent. McGovern, 678 

lAmaltics. suggested modification - McGovern. 678. 674 

Raiiroad agents, practices with regard to McGovern, 678 

Southern fnhght classification committee, no power to prevent McG overn, 673 
Underclassification of goods: 

Discrimination by . . Griswold, 623 

Penalty against - Langley, 868 

Railroads, practiced by Ripley, 288 

Shippers. practiced by . .. - Ripley, 288 

Temptation to practice . — - Langley, 868 

Underground system of wires: 

Introduction .. - Hall. 817,818,821 

Telegraph companies, desirous of Chandler, 204 

Uniform accounting: 

American commerce, effect on Foote, 116 

Defined . . - - - Foote, 106 

Desirability - - - - Nicholson, 727 

Extent of, proper - Foote, 106 

General interest in. . Foote, 122, 123 

, Interstate Commerce Commission, advocated by Nicholson, 727 

Legislation suggested, re- pecting — Foote, 111, 123 

Municipal expenditures, result on — — Foote, 116 
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Municipal government, relation to Foote, 110 

Municipal monopolies, necessity for. Foote, 113 

Municipal ownership, relation to Foote, 109,110 

Necessity of . . Foote, 103-123 

Opposition to, sources of . _ . . . Foote, 106 

Progress, relation to Foote, 109 

Public morals, elfect on . ... Foote- 105 

Public ])olicy, relation to Foote, 109, 121, 122 

Taxation, relation to Foote, 105, 109 

Union Pacific Railroad: 

Bond issue .... ,Schiff,77G 

Reorganization.. . _ ... Schiff,76!) 

Sontheni Pacific, community of interests with ... . .Woodlock, 462; 

Wheeler, 746; Stubbs, 764; Griffith, 855 

United Fruit Company: 

New Orleans .. ... „ .. Bryant, 397 

United Gas Company of Philadelphia; 

( 'onsolidated Gas ( 'ompany of New York, relation to Bemis, 87 

Interests of . . . . ..... . . . . Bemis. 87 

United Mine Workers of America: 

Demand of anthracite operators, 1901 McLeod. 576 

Membership m anthracite coal field . Saward, 520 

United States: 

Area .. . Clark. 207 

Coalmines . Howes. 715, 717 

Freight classification, division of . . .. Langley, 860 

Population ])er S'luare mile Clark. 207 

Postal service ..... Clark, 208 

Number of post-ofiices . . . ..... Parsons, 886 

Telegraph service and develo]>inent compared with Great Britain . . 

Parsons, 185, 886. 887 

Extent of Clark, 228, 229 

Number of stations in Parsons, S86 

Trade relations with Canada . . Howes. 713. 715, 716, 717,718 

United States Courts: 

No jurisdiction over larceny on State waters Hayne, 414, 415, 421 425 

United States Steel Corporation: 

Carnegie, Andrew, relation to formation of Woodlock, p. 464 

Pacific coast, results of formation of Wheeler. 753 

United States Telegraph Company, absorption ]»y Western Cnion 

Telegraph Company Roberts. 272 

Valuation of railroads {see (font of conutrnction; (Jdintdlizution), 

Vanderbilt Railroad System: 

Community of interests with Pennsylvania system ... . . . Woodlock, p. 162 

Fast freight lines of .. Nicholson, 724 

Traffic - Nicholson. 728 

Vessels (see also Water friniHporidtioti): 

Merchants’ and Miners’ Transportation Co., inspection of ... .Hayne, 417, 418 
Vienna; 

Telephone system: servict*; rates Bethell,790-791 

Virginia: 

Capitalization of street railways in. . Bemis, 89 

Wages: 

Agreements of em]»loyers and employees regarding Fuller, 10 

Anthracite coal miners . Childs, 499; 

Saward, 515, 519; McLeod. 567,574; Steams, 593, 59 1 

Coastwise transiiortation . . .. . . Penje,412 

Merchants and Miners’ Transportation Company’s employees 

Hayne, 415-417 

Old Dominion Steamship (Company’s employees . . Guillaudeu, 448, 449 

Comparison of, in different countries . . . Parsons, 138 

Influences affecting .. . Fuller, 71 

Labor organizations, advantage in maintaining Fuller, 11 

Effect on . . .. Penj6,401 

Lake Seamen’s Union, influence by Penje, 401 

Longshoremen, Great Lakes Barter, 810, 811 

Uniform. Barter, 815 

Michigan Alkali Company Bacon, 72, 80 
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Mississippi River boats, rates of Bryant, 395-397 

Municipal monopolies, rate in Bemi8,95 

Rate wars, effect upon Fuller! 71 

Rates, relative, of different classes Fuller! 1 1 

Railways, consolidation of, effect on Fuller, 71 

Reduction by employers . . Fuller, 1 1 

•Sailors, foreign _ _ _ . Pen je, 4 1 2 

_ Lake Peme,40l-109 

Telegraph employees Clark, 217, 223, 224; Roberts, 270, 271 

Average . .. .. Chandler, 200 

(Compared with, Great Britain . Chandler, 205 

Effect of sex.. ( 'handler, 200 

Range* — .. Chandler. 200 

Relation of, to total expense of operation (^handler, 205 

Uniformity. .... Chandler. 200 

Telephone employees, Amsterdam . . . ... Bethell. 705. 79G 

Girls, wages of . . . ...... Parsons. 883 

Ticket brokerage, effect on ... Fuller. 71 

Wall Street, meaning of term . Schiff, 776 

Wanamakor, John; 

Views on telegraph . . Parsons. 888 

Favors postal telegraph ..... . . . .... Hitchcock. 891 

War Department, alleged discrimination in letting contracts for sui)])lu'S 

Wheeler, 756 

War-revenue tax, ev.adod by Western Union Telegraph ('ompany Roberts, 272 

Washington, D. C., waterworks ... .. ... . Foote, 113 

Washington (State), telegraph service Clark, 208 

Water power, California, development in .. . . Wheeler, 752 

Water transportation (seealso h(ih> vangation: 

Ooraii ti'((usi)ort(ifio)i; J\in>y tran.^jtortafhni): 

Cotton, effect on rates from Memphis. . . . . Davant, 6, 7 

Differentials in favor of . . . Griffith, 855 

Economies of steamship and railway companies compared . (Tuillandeu, 448 
Passenger rates, ^lerchanls’ and Miners' Transpoi tation Co Hayne, 419, 420 
Railways, effect of development, beneficial ... . Anderson, 639, 641 , 642 

Rate cutting due to . Griswold, 614 

Watering stock (see Caintalizatiou)- 
Waterworks; 

Municipal ownership compared with private. Footo, 1 11 , 112, 119; Parsons, 146 

Cost of Bemi8,88 

Operation by small municipalities Foote, 120 

Results of - . - . - - - - - Bemis, 97 

Private ownership in Aimn-ican cities Bemis, 97 

Capitalization of private ownership . . Bemis, 88 

Study of question in America Bemis, 96, 97 

Waybills; 

Defined .. Nicholson, 729 

Necessity of uniformity .. . . ... Nicholson, 728, 729 

Wealth; 

American sources of .. . . . . Schiff, 777 

Concentration of, effect on opportunities for advancement . Anderson, 649 

Consolidation, effect on . . Schiff, 777 

Defined ... . - Parsons, 1 23 

Diffusion of, as affected by Government ownership Parsons, 157, 158 

Increasing . . Schiff, 777 

Material, relation to civilization — . . . ... Parsons, 123 

Western cities: 

Competition with Eastern cities for Soiithorii trad(‘ Markham, 439 

Competition with Now York. . . . . ... Langley, 859 

Western classification; 

Character Stubbs, 763 

Committee, advances made by Langley, 866 

Territory of - - Langley, 860 

Western States: 

Alkali products, freight rates on ... ... . . . Bacon, 80 

' Classification disadvantages of lack of uniformity Bacon, 80 
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West^ Union Telegraph tonpany: Clark, ,230. 221 j Robert^tra 

American Telephone and Telegraph Company, relation to - ... 812 

iSodated Press. relation to Clark ^7 2^1’ ‘^‘^7 

cZl2I,X-a^ 

Cost of maintenance ■ - • '*' 1 ' 

Discriminations denied - -- ----- — Clark, vv8; Randall, woi 

Distances, misrepresentations of Parsons, 18i ; Roberts, 271 

Dividends -- ("lark, 210, 22(1; Roberts, 270 

Employees _ _ _ _ .. -- - Clark, 217 


Cost of maintenance 

Discriminations denied - - -- ----- -- 

Distances, misrepresentations of 

Dividends -- (' 

Employees _ _ _ _ . . - - - - - - 

Black list established by - . . 

Efficieni'y . - 

Policy toward . . - . - 

Wages of .. . -- 

Enterprise of, illustrated - . — . - - - 

Expenses _ . . - . . 

Extent of system - 

Distrihiition of franks. . - - 

Government ownership, admission of, in respect to 

United States Government, relations to 

Growth 


-- , Roberts, 209 

Parsons, IHS, 189 

-- Hitchcock, 893 

Clark, 217 

- - Clark. 231 

("lark, 210; Roberts, 370 

- Clark, 207 

Parsons. 191,888 

. Roberts, 260 

(Jlark.228,229 

Randall. 243 


International Ocean Tteegraph Co., relations to Clark, 228-229 

Inventions, policy toward new . - Parsons, 189, 190, 888; 

Clark. 229; Randall, 249-251, 2.)3; Roberts, 270; Hitchcock. 891, 893 

Investigations of, by several States . Parsons, 185, 180 

Labor organizations—established iron-clad oath Roberts, 209 

Policy toward Parsons, 190, 191; ("lark, 223; Roberts. 209, 271 

Messages, statistics ("lark. 210 

Newspapers, tyranny toward Randall. 210, 247 

Policy in husiiie.ss - Randall. 2 14 

Politics, connection with Parsons. 191 

Postal Telegraph Company, relation to (dark, 229 

Protits Roberts. 270 


Excessive Parsons, 190, 191 

Railroads, relation to Clark. 223 

Service, inefficiency Parsons. 190. 191 

Stockholders (dark, 220 

Strikes Roberts. 200 

System, method of division . . Clark. 207 

Terminals, value Clark. 222 

War-revenue tax evaded by - Roberts, 272 

West Virginia; 

Coalmines .. Howes, 715-717 

Street railways, capitalization of Bemis, 89 

White Star Line, loss of steamers Howe, 704 

Whole-cargo business defined.. . - Howes, 701 

Wicker, C, M,, testimony of. . - Parsons, 120, 127 

Wine, ("alifornia, condition of industry Wheeler, 753 

Wisconsin: 

Lumber interests Howes. 718 


Street railways, capitalization of . .... Bemis, 88, 89 

World markets, effect of competition of, on freight rates .. Thomas, 551, 552 
Wyandotte, Mich., freight rates on alkali iiroducts from . . Bacon, 72-70, 80, 81 
Wyoming: 

Auditing of public accounts. Bemis, 93; Foote, 104, 111 

(Jounties of, on cash basis Foote, 108 

Exiienses in Foote, 107 

Public indebtedness Foote, 107, 108 

State examiner . Foote. 1 04-1 1 1 

Taxation, reduction of Foote, 108 


Yazoo and Mississippi Valley Railway, its relation to Illinois Central 


Railway Markham, 441 

Zurich telephone service Bethell,789 
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Accidents: 

In vestigatit)n of Canada. 

Now South Wales . 

United States 

Report ot England ... 

United States . - 

Advisory councils; 

Advantages 

Prussia . - 

Switzerland 

Various countries - - - 

Anti-scalping laws (see Ticket hrokentge). 

Articles of association: 

Term defined 

Japan - - 

United States, contents of - - 

Significance of - 

Austria, general statement - 

Automatic«:oupler8. United States 

Paggage. Canada - - - 

Banking, afiiliation with railroading. early charters, United States. 

Bolls, United States . .. . 

Bills of lading. United States - -- 

Boards of control and regulation: 

('anada. railway committee of privy council . 

England, railway commission - 

France, minister of pul die works - 

India, railway commission . .. . — 

Japan - 

New South Wales, railway commissioners 

Norway . minister of public works - - 

Prussia .. . - 

Switzerland - 

United States (see Slate raiheaij eoHnnissians.) 

Bonds, issue of. United States . - - - 

Brakes, United States — - - 

Canada, general statement — — - ^ - — - 

Canal charters, intluence on railway, United States 


Pago 
Ool. 952 
.. 1)51 
.. 926 
.. 947 
.. 926 

.. 902 
975-982 
960-961 
977-978 


.... 920 

944-945 
921-922 
922 

.... 961 

.. 92 . 5-926 
... 9.52 

.... 909 

. 925-926 
.... 927 

.... 950 

... 948 

.... 9.56 

.. 9 . 52-953 

946 

954 

9.57 

,. 974-975 
... 960-961 

. . 935-936 
... 92 . 5-926 
... 9414-952 
947 


Capitalization; 

Norway, increase of - 

Prussia.-- . - - 

United States, early charters - - . 

Issue of stocks and bonds 

Htate regulation . - 

Cattle guards. United States .. ---- -- . 

Civil service examination system, railway employees, New South Wales 
Classification of freight: 

Canada.-- - 

Prussia..- - -- - 

Switzerland - 

Classification of railways: 

Advantages — - 

Foreign - --- — 

_ France - - 

' Prussia - — 


.. 958 

.. 971 

.. 909 

935-936 
.. 923 

925-926 
.. 955 

. 951 

978 
.. 9.59 

.. 902 

.. 944 

. . 956 

968-969 
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Paf?e. 

Common carriers, {‘onstitiitional provisions relating to United States. ... 917 

Competition: 

France ... : . . - - - - 955 

Paralleling ofliiies. United States - . - - - 909 

Railroads not snbjert to laws of . .. .. . - 928 

Water. inHiience recogni'»‘d. Canada - - - - 951 

Connection facilities, I nil ed States . - - --- 927-928 

Constitutional provisions - 918 

Consolidation of railroads. United States . . - - 928-929 

Constitutional provisions . . .. , - . 

Constitutional inovisions relating to railways, Prussia - - 901-005 

United States .. 910-010,991-1004 

Acceptance oi the constitution - / 910 

1,'ommon carneis . 917 

Connection tacilities . - - 918 

Consolidation . .. - 918 

Employers’ li-ibility .. .. 018-919 

Freight rates .. .. .. - - 918 

General and special laws 910-917 

Long and short h.iiil . -- -- --- 918 

Passes. - ... 918 


Pooling 

Reserved rights ol State 
Rigidity of 
State and local sid 
State railway commissions 

\ ote ot shareholders. 

States: 

Alabama 

Arkansas 

Arizona 

Calitornia 

( 'olorado 

('omiecticiit 

Delaware 

Florida 

Georgia 

Idaho - 

Kentucky 

Illinois 

Indiana 

Iowa 

Kansas . . 

Louisiana 

Maine 

Mar V land 

MashacliiiHett.s ... . .. . 

Michigan . - 

Minnesota .. .. . ... 

Missi-sippi 

Missouri .. 

Montana 

Nebraslra .. 

Nevada 

New Hampshire _ 

New Jersey 

New Mexico 

New York . .. . .. 

North Carolina . . .. . 

North Dakota . 

Ohio.. . . 

Oklahoma 

Oregon 

Pennsylvania 

Rhode Island 

South (Carolina 

South Dakota 

Teniicsaeo 


918 
917 
9(11-902 
917 918 
. 918 

. 918 

. 991 

. . 991 

992 
992 
. 9913 

. . 99:3 

0913 

- . 99:5 

994 
. . 994 

.. 994 

. . 995 

905 
.. 99(i 

.. 990 

. . 990 

. . 990 

. . 990 

. 997 

007 
007 
007 
908 
098 
. 090 

000 
000 

. 000 
000 
000 
100(1 
1000 
1000 
. 10013 

.. 1000 
.. 1000 
. 1001 
.. 1001 
.. loot 
.. 1001 
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Constitutional provisions relating to railways— Continued. 
States—! 'ontinued: 

Texas 

Utah 

Virginia 

Washington 

^ West Virginia 

Wisconsin 

W yoming ^ . . 

Construction of railroads: 

Necessity for. determination of, France 

Priisssia 

Uni te(] Stat(*8, early laws . . 

Paralleling of lines, United States. 

Department of Communication, Japan-.. 

Discriminations: 

Canada .. . ... 

Fngland 

Prussia ... 

United States .. .. .. 

Early charters and laws 

Eminent domain: 

France ... . 

Jaixm - - - 

New South W ales 

Ei.iployees: 

E\amination of, United States 

Pensions, Norway -- - . 

Employ('rs' liability: 

Constitutional provisions. United States 

Engmeei s, licensing of, United States . 

England . general statement - ■ 

Ei|uipmcnt. UniUsl States 

Fences. United Stat<is 

France, f;<'neral statement — 

Freight rates: 

Determination of, Austria 

('an ad a 

Japan.. .. . - 

Norway.. . 

Prussia.. .. - 

Switzerland — - - - 

United States . . 

Publicity, Prussia ... 

United States . .. .. - -- - -- 

United States, constitutional provisions 

Determination ol . . . - - 

Early regulation — 

Publicity ... 

Revision - - - 

State regulation, early laws 

Through rates . . . . . - 

Frogs, blocking of, United States 

(General railway laws: 

( 'anada . . . . - - - - - - - 

England - - — 

United States 

Constil utional provisions, reiiuinng ... 

Development of - - - - 

Model chartiT, views ( )f railway men . . . . . 

(Georgia Railroad and Banking Company 

Government ownership. (See riihlic oirntrshiiK ) 
Government rates: 

Japan — - - 

Norway — - 

United States, early charters 


Page, 


1003 

1002 

1003 

1003 
lOOJ 
1008 

1004 


. 055,956 
. 965-008 
. . Oil 
... 900 

. 946 


. 951 

.. 947 

. 974 

. 931-983 
. 900,915 


950 

945 

954 


.. 935-936 
.... 958 

918-919 
. 925-920 
. . 940-919 
925-936 
. i)35-936 
.. 955-957 


901 

. .. 951 

. 946 

958 

970-971,078 
... . 959 

.... 983-983 
. ... 971 

983-938, 971 
.. .. 918 

. 982-983 

904-905 

932-988, 971 
... 933-933 

914 

.... 937-928 
. .. 93.5-926 


950-953 

947 

911-915 

916-917 

913-915 

984-988 

909 


94.5-946 
. 957 
.. 910 
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(Irade crossings: 

Canada - 

,lapan. - 

United States, abolition of_ - . 

Heating of cars. United States - 

Incorporation, United States. 

Conditions of 

Incorporators . . . , . _ . _ 

Incorporation tees, United States .. - 

Iniiiii, general statement - 

Inspection: 

Canada 

England 

India 

Japan . 

Norway . . _ 

International agiv enient relative to railway transportation 

Jaiian, general statement. . . 

Junctions, ( 'ounerfioit forHiln's.) 

Land, ownership tiy railways, early charters, United States 
Legislation. (See (I'cinral tviliraif tairs: Sixvial churtcix.) 
Legislature: 

Now South Wales, passes issued to memhers 

United States, ])owers reserved to, early charters 

General laws ... . 

Leipzig-Dn-sden Railway (Prussia) 

Limit.ition of corporate life: 

France 

Norway 

Switzerland . ... . 

U nite<l States 

E irly charters 

Early laws 

Liverpool an<l ^Manchester Railroad, charter . 

Local aid, (See .SVo/e iitnf loml aid.) 

Long and short haul, United States 

Constitutional jirovisioji.s 

Magdeburg- Leipzig Railway (Pru>8ia) 

New South Wales. general statement 

Northern Pacific Railroad, charter 

N ii way. general .statement 

Nuremberg- Forth Railway (Prussia) 

Passenger rates 

Determination of Prussia 

Switzerland . 

Publicity. Prussia 

United States 

United States, early laws 

Farly regulation . 

Revision 

Passes: 

New South Wales 

United State.s . 

Constitutional jirovisions . 

Police power, regulation of railways, Unite<l States 

Pooling: 

Austria 

United States 

Constitutional provisions 

Pru.ssia: 

Condit ons generally 

Coii‘*titutional provisions 

Development, periods of 

Leip ng-Dresden Railway 

Magdeburg- Leipzig Railway 

Nuremberg-Fiirth Railway 

Private railways, legal basis of 

Public aid. (See IStaie and local aid. ) 


, - 950 

.. 945 

935-92(5 
935-920 

923-933 

930-931 

932 

'.)53-9:)3 


951 

... 947 

. . 953 

. . . 945 

957 

. 978-979 
- . 944-940 


909 


954 
906-907 
933-933 
. - 903 


. 955 
. . 957 
958, 960 
923-933 
. - 90 ; 

915 
.. 917 


.. 930-931 

918 

9().5 
953-055 
... 911-913 
. 957-958 
. . . 9(53 

.. 970-971 

959 

971 

. . 933 933 
... . 914 

t)04-905 
933-933 


954 

.... 928-930 

918 

917 

961 

.... 928-939 
• 918 


963- 983 

964- 965 

963,964 
.. 963 

.. 963 

963 

905-960 
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Public ownership: Pagfe. 

France. 955-956 

Japan. 940 

New South Wales \ 953-9r)6 

Norway 957-958 

Prussia 960-988 

Switzerland 900 

U 1 lited States 908 

PulJicity of accounts: 

Canada 951 

Norway ]...]!.! 958 

Prussia . 971-972 

United States 934 -985 

Early^chiirters 906 

Reports to Government: 

Norway. . 958 

United Stales .984-985 

Annual reports, early laws 909, i>l 1-915 

Reports to stockholders. United States. 981-985 

Annual report, early charters 909 

Reseiued rights ot State: 

Purchase of railways— 

Austria 901 

Franco .. ... 955.956 

New South Wales 951 

Norway.. . .. 957.958 

Switzeidand 959 

United States 922-928 

Constitutional jirovisions 917 

Routing ot freight, United States 924-025 

Safely appliances: 

Canada 950. 952 

United States 925-926 

Automatic couplers 925-926 

Brakes . . 925-926 

lOariy charters .. 909 

Frogs, blocking of . 9g5-026 

Switches, Intel locking 925-926 

Separatf' coaches lor negroes. United States 925-926 

Service, (iuality oi : 

India . .. 952 

United States. 926-927 

Special charters: 

Canada 949-950 

Petitions for 951 

England 946-947 

India - 952 

New South Wales . ... .. 989-990 

Switzerland, reserved rights of State . .. 960 

United States— 

Banking, affiliation with railroading, early charters 909 

Capitalization, early charters 909 

Comparison of . - - 901 

Constitutional provisions . 916-917 

Continuance after ])assage of general laws 914 

Discriminations, early charters . . 906 

Early charters - 908-910,911 

Examination of books 906 

Government rates, early charters 910 

Later charters .. .. 911-915 

Land, ownership of. early charters . . 909 

Limitation of corporate life, early charters 007 

Model charter, views of railway men 984-988 

Northern Pacific franchise. ... 911-913 

Paralleling of lines, early charters 909 

Petition for .. . . 905 

Public aid 908 

Publicity of accounts 906 
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Special charters— Continued. 

United States— Continued. Page- 

Rates, publicity of 905 

Regulation of 904-905 

Report, annual , early charters 909 

Reserved rights of State 900-907,917 

Safety appliances, early charters 909 

State rail way commissions, early charters 900 

Taxation, limitations, early charters . 907^908 

Use of track by different shippers, early charters 910 

Voting power, early charters 909 

State and local aid: 

Canada 950 

France 955-950 

Norway 957 

United States. 

Constitutional provisions 917-918 

Early charters 908 

State railway commissions _ 930-9413 

General statement 930-937 

Summary of laws . 938-942 

Constitutional provisions - 918 

Early charters 900 

Stockholders, United Shites: 

Examination of books. ... . 900 

Voting power, constitutional provisions 918 

Early charters 909 

Stocks, issue of, United States . 935-930 

Switches, interlocking, United SUites 925-920 

Switzerland, general statement 958-901 

Taxation: 

Norway, exemption of railway property 958 

Prussia 972-974 

United States— 

Incorporation fee 922 

Limitations on power of, early charters 907-908 

Telegraphs: 

Right to build on railways— 

'India 952 

Japan 945 

Norway 958 

Ticket brokerage, United States 929 930 

Tickets, redemption of unused, United States 929 -930 

Train service: 

Prussia 909-970 

United States 920-927 

Trains: 

Number of, Switzerland 959 

Speed of, Canada ... . 950 

Switzerland . 95!> 

United States 925-926 

Turnpike cliarters. influence on railway 947 

Uniform accounting. Switzerland 960 

Whistles, United States 925-920 



INDEX OF llEP(»l!'r ON TAXATION OE TliANSI’Ol’.TATlON 
' OOMPANIES. 


Alabama, constitutional and statutory provisions 

Apportionmei ft of taxes between States . _ 

Arizona, constitutional and statutory provisions 

Arkansas, constitutional and statutory provisions 

Asscsstiient of taxes: 

Centralization 

Local assessments - . . . . 

Property tax . . _ 

Benefit principle - - - 

Bibliof,Tai)hy of transportation taxation. . 

California, constitutional and statutory provisions .. 
Capital stock taxes. 

Develojimentof - 

Tabulated 

Actual Value- 

Development - 

GeiK'i ally discussed 

Par value - 

Development of _ . . . _ . . 

(k)iorado, conetitutional and statutory provisions. 
Connecticut, constitutional and .statutory provisions . 
Constitutional and statutory provisions: 

Alabama . - 

Arizona 

Arkansas - — 

California 

Coloiado - 

Connecticut - - 

Delaware. ‘ - 

Florida 

(xeorgia 

Idaho 

Illinois — - -- — 

Indiana - 

Iowa . - ■ - - 

Kansas . - - - - - - - - - - - 

Kentucky. - - - 

Louisiana... - - - 

Maine... - - 

Maryland - 

Massachusetts.-- 

Michis^an - - 

Minnesota — - » - -- 

Mississippi - ' - 

Missouri - - -- 

Montana - 

Nebraska - - - 

Nevada 

New Hampshire - 

New Jersey 

New Mexico - - - 

New York... 

North Carolina 

North Dakota 


Page. 

1048 104!) 

. ... ... ioir> 

1040 

1040-1050 

.. . 101^,1018-1019,1020 
.... 10:50-10:i3 

. 1081-1090 

. 1028 1029 

. .. 1080-1083 

1050-1051 

1013 

1081-1090 

1013 

1020-1022 

- 1020 

1013 

1051 

1051-1052 


1018-1049 

1049 

1049 - 1050 

1050 - 1051 
... 1051 

1051 - 1052 

1052 - 1053 
.... 1053 
.... 1054 
.... 1054 

1055 - 1056 
.... 1056 

1056 - 1057 

1057 - 1058 
- . . . 1058 
10 . 58-1059 

1059 - 1060 
.... 1060 

1060 - 1061 
1061-1062 
1062-1063 
--- 1063 
.... 1064 

1064 - 1065 

1065 - 1066 
1066 

1006-1067 
... 1067 

1067 - 1068 
.... 1068 

1068 - 1069 

1069 - 1070 
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Constitutional and statutory provisions— Continued. 

Ohio 

Oklahoma : 

Oregon 

Pennsylvania 

llhode Island 

South Carolina 

South Dakota 

Tennessee 

Texas 

Utah.. 

Vermont 

Virginia 

Washington. . 

West Virginia : 

Wisconsin 

Wyoming 

Corporate franchise, taxation of. 

Delaware, constitutional and statutory provisions 

Double taxation 

( 'omjieting jurisdictions - 

Interstate corporations 

Property and indebtedness 

Property and stock . . .. .. .. - 

Eijuipment companies, taxation of, summary of existing legislation 

Exemption from taxation, railroads. 

Express companies, taxation of: 

Development - 

Summary of exi.sting legislation - 

Fast freight-line companies. ( See Freigh t4i ne companies. ) 

Fee principle 

Florida, constitutional and statutory jirovisions 

Fonign corporations, taxation, development 

Franchise tax 

Freight hue companh'S. taxation; 

Development 

Summary of existing legislation 

Georgia, constitutional and statutory provisions 

Gro-s receipP, tux: 

Developimnt 

Generally diseiissed 

Tabulated.. 

Interstate corporations - 

Telegi-aph'' . . 

Historical development of transportation taxation 

.Summary 

Apportionment lietween States 

C’apital stock taxes . ... 

Exiiress compames 

Fast freight lines . 

Increasing and more unifonii taxation 

Low taxation . 

Palace car taxation - 

Property tax modifieil - 

Public aid and tax exemption. — 

Receipts, taxes on - 

Idaho, constitutional and statutory provisions 

Illinois, constitutional and statutory jirovisions . 

Indiana, eon^-titutional and statutory provisions — 

Incorporation taxes: 

Development 

Summary of existing legislation 

Interstate corporations : 

Double taxation 

Apportionment of taxes between States 

Iowa, constitutional and statutory jirovisions 

Kansas, constitutional and statutory provisions 

Kentucky, constitutional and statutory provisions . . . 


Page. 


107 C 

. 1070-1071 

1071 

. 1071-1072 

1072 

.... 1072 
. 107^1078 
. 1073-1074 
. 1074-1075 

1076 

. . 1076 

. 1076-1077 ' 
. 1077-1078 

1078 

. 1078-1079 
. 1079-1080 
. 1028-1029 
. 1052-1053 
. 1034-1044 
. 1037-1042 
. 1037-1038 
. 1035-1036 
. 103 ( 1-1037 
.... 1047 

. 1009-1010 

1016 

. 1046-1047 

. 1028-1929 
. . . 1053 
.. .. 1017 
. 1028-1029 

1016 

.... 1047 

.... 107)4 

. 1013-1014 
. 1023-1026 
. 1084-1090 
. 1041-1012 

1017 

. 1006-1018 
. 1016-1017 

1015 

1013 

1016 

1016 

. 1011-1012 

1010 

... - 1016 
. 1012-1013 
. 1007-1011 
. 1013,1014 

1054 

. 1055-1056 
lOM 

1017 

1048 

. 1087-1042 
. . 1015 

. 1056-1057 
. 1057-1058 
1058 
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Page. 

License tax 1028-1039 

Local taxation ' ^ 1030-1033 

Tabulated '. 1091 

Louisiana, (‘onstitutional and statutory provisions. lOOS-lOoO 

Maine, C( institutional and statutory provisions . - 1050-10()0 

Maryland, constitutional and statutory provisions , lOliO 

M^aohusetts, const itiitional and statutory provisions I0(i0-10G1 

I^lichigan, constitutional and statutory provisions 1001-1032 

Minnesota, constitutional and statutory provisions - - 1002-1063 

Mississippi, constitutional and statutory provisions - . - 10(i3 

Mi'- S' luri, constitutional and statutory provisions - 1004 

.Montana, constitutional and statutory provisions .. - . . 1004-1005 

Navij'idion companies taxation summary of existing legislation . - 1047 

Nebrasi-a. constitutional and statutory provisions 10(;5-1000 

Net earnings tax : 

Development . 1010,1013-1014 

(generally discussed 1020-1028 

Interstate corporations - 1011-1012 

Tabulated . ... ... 1084-1090 

Nevada, constitutional and statutory provisions - 1000 

New Hampshire, constitutional and statutory provisions 1000-1007 

New Jersey, constitutional and statutory provisions 1007 

N' W Mexico, constitutional and statutory provisions . , 1007-1008 

New York, constitutional and statutory provisions 1008 

North ( arolina, constitutional and statutory provisions 1008-1009 

No] til DaKota, constitutional and statutory provisions 1009-1010 

Ohio constitutidiial and statutory provisions . . 1070 

OMulioma, constitutional and statutory provisions 1070-1071 

Oregon, constitutional and statutory provisions 1071 

Parlor-car companies, taxation: 

DeveU)[.nicnt - 1010 

Summary of e x^ting legislat on 10-17 

i’l'ntisvlvania, constitutional and statutory provisions 1071-1012 


Propi'rty tax: 

Oencrally discussed.. . 

Assessnmut, tabulated . . 

Ponded indebtedness 

Capital stock . 

Intel stiite corpor.itions 

Mo litica ion . - . - 

Tabula’ ion of local taxes 

Public ownership, State construction of railroads . . . 

Pn1 licity of accounts ...... 

RaVroad taxation. snmm..ry of existing legislation. . 
Rhode Island, constitutional and statutory provis'ons 
Seonrih liolders: 

Double taxation , - -- 

Exemption from taxation ... 

Interstate ta' atioii . . - - 

Sleeping car companies, taxation: 

Development - - 

Summary of existing leg slation . . . . . 

South t'arolina, coiistitutiomil and statutory provisions 
South Dakota, constitutional and siatiitory provisions. 
S,iecific ta es; 

Tabulated .. .. - 

Te’egraph companies -• 

Telephone companies - 

State and local aid, railroad constrnctioii . . 

Stockholders. (Sees’ c/ov/f/ /lo/dcr.s.) 

Tabulation of tax sv stems - 

Telegrajili companies: 

Specific taxes , 

Summary of existing legislation 


1018-1020 
1084-1090 
1035-1030 
1():’.6-1037 
1037-1038 
1012-1013 
.... 1091 
.... 1007 
.... 1012 
... 1045 
.... 107? 


103GM037, 1042-1044 

1017-1018 

1038-1041 


... 1010 
... 1047 
.... 1073 
1073-1073 

1084-1091 
. .. 1017 
.... 1017 
1007-1009 

1084-1090 

.... 1017 
1045-1046 


16 a T3 



1152 ’ INDEX OP BEPOfeT OUT BTO. 

Telephone companies: 

Specific taxes 1017 

Summary of existing legislation 1046 

Tennessee, constitutional and statutory provisions 1076-1074 

Texas, constitutional and statutory provisions J 074-1075 

Uniformity of taxation, extent of, at present 1033-1034 

Utah, constitutional and statutory provisions 1075 

Vermont, constitutional and statutory provisions , 1076 

Virginia, constitutional and statutory provisions 107u-1077 

Washington, constitutional and statutory provisions 1077-1078 

West Virginia, constitutional and statutory provisions . / 1078 

Wisconsin, constitutional and statutory provisions . . * 1078 -1070 

Vyoming, constitutional and statutory provision’s 1070-1080 











